ANNEX
Question 1 : Do respondents agree that the reporting framework is IAS/IFRS
consistent? Please indicate where you believe this is not the case.
As we pointed out in our general comments, the proposed consolidated reporting
framework has adopted a number of presentational options, thus automatically
excluding the alternatives available under IFRS. The most striking example is the
method of recognising changes in assets and liabilities at fair value through profit or
loss. Since IAS/IFRS say nothing on this subject, it is possible to account for these
changes entirely as "net gains or losses on financial instruments at fair value through
profit or loss". CEBS requires that the share of unpaid accrued interest be recorded as
interest margin. This raises major operational problems for institutions that did not
choose this option at the outset.
Furthermore, we do not believe that it falls within CEBS' remit to impose accounting
practices by making presentational options mandatory.
In addition, the proposed consolidated reporting framework does not rely solely on
existing standards. Many of the disclosure demands are based on Exposure Draft 7. In
our view, it is ill-advised to propose a reporting framework based partially on draft
standards, which by definition are subject to change before the final version and which,
more importantly, have not yet been approved by the relevant European authorities.

Question 2 : Do respondents believe that the use of Common Practice (CP) is
appropriate ? Please indicate where you believe this is not the
case.
To be truly appropriate, Common Practice must genuinely correspond to procedures
used regularly by credit institutions in all CEBS member states. This is the case when
these procedures result from the requirements of the 1986 EU directive. Furthermore,
CP should fill a gap in the procedures used to meet IFRS disclosure requirements.
Consequently, when CP results from a collection of national practices, or when the
disclosures arising from CP are overlaid on those required under IFRS and are not
needed to ensure informational consistency, then the use of CP is inappropriate, in our
view.

2.

Question 3 : Do respondents believe that the data contained in the reporting
framework are available within the reporting entity ? Please
indicate for which data you believe this is not the case.
In its consultation paper, CEBS assumes that the data contained in the proposed
reporting framework are already available in entities' information systems.
In practice, however, this is certainly not the case. The data required in the framework
go well beyond what is strictly required under IAS/IFRS:
- the reporting requirement may result from an interpretation of IFRS, although the
information demanded is not explicitly required under those standards ;
- the requirements may be included in the explanatory guidance and thus be omitted
from the actual standards themselves ;
- they can refer to draft standards (ED7) that have yet to be approved ;
- by definition, the requested analyses are based on the prudential categories set forth
in the Capital Requirements Directive (CRD) and therefore are not IAS-mandated
data as such.
Accordingly, the major drawback with the reporting framework as it stands is the crossreferencing of data, i.e. breakdown by category of financial instrument and then by
nature of instrument, and finally by type of counterparties, pursuant to the draft CRD. It
is not possible to report information in this level of detail – and on a consolidated basis,
to boot – using today's IT systems. Consolidation tools are generally off-the-peg
applications that are not designed specifically for the banking industry and therefore
cannot cope with such a wealth of data.

Question 4 : What additional steps do respondents think CEBS should take to
promote further convergence towards a system of regular
supervisory reporting that strikes a proper balance on the degree
of detail of the information requested.
As mentioned in our general comments, achieving genuine convergence in supervisory
reporting systems demands preliminary discussions about harmonising the way in
which CEBS member authorities conduct supervision.
The sole condition for introducing a harmonised and IFRS-compliant supervisory
reporting system in the near future would be to design financial statements that are
based solely on the information required by IFRS, which have been approved by the
European Parliament, and that leave open all the options provided for under those
standards.
The project would subsequently be developed and expanded in the light of accumulated
experience.

3.

Question 5 : Do respondents believe that the guidance provided in Annex 2 is
appropriate in all respects? We particularly welcome comments on
the first chapter of the explanatory guidance.
The guidance in Annex 2 is welcome insofar as it provides detailed explanations about
the FinRep project. In terms of substance, however, several remarks are called for :
- The Explanatory Guidance explicitly sets forth the presentational choices that have
been made, particularly as regards accrued income and expenses (see general
remarks). In practice, this amounts to denying the alternative options provided for
under IFRS and hence challenging any divergent choices made by credit institutions.
It must be stressed that these presentational choices have no impact on net worth or
on profit and loss. So why not leave credit institutions free to choose – witness the
proposal concerning the choice between the trade date and the settlement date,
which is provided for elsewhere in the text ?
- In the Allocations section, the guidance mentions the choice of breaking
counterparties down into the same economic categories as those chosen for the draft
CRD. Making such a breakdown for consolidated financial statements is technically
complex. It is systematically requested and cross-referenced to other criteria, but
does it really meet a recognised supervisory need ?
- As mentioned above, CEBS assumes from the outset that all the data it requests are
available in reporting entities' IT systems. We note, however, the acknowledgment
that information on repos may not be readily available in accounting systems but is
more likely to be found in front-office databases. There are several such
inconsistencies.

