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Background and summaof plans

The formal legislative texts related to the Risk Reduction Measures package have been adopted
by the Council of the EU and the European Parliament on 20 May 2019 and published in the
OfficialJournal (OJ) on 7 June 2061%he Package amends rules on capital requirements under
the Capital Requirements Directisg CRIb) and the Capital Requirements RegulattofCRR

2) as well as resolution under the revised Bank Recovery and Resolutiom\Ri@RRD Pand

the Single Resolution Mechanism Regulation. The Package includes numerous new mandates
for the EBA, being regulatory or implementing technical standards (RTS/ITS), guidelines (GLs) or
reports. In addition, the new investment firms regims,established under the IHBR texts, is
intended to be published in the OJ Bpvember2019

As followdzLd G2 GKS 9.1 Q& w2thisRsaf lofLlibadméps auklined HEiEBN A & |
approach and timelines to deliver on the mandates given to the EBA especially in the areas of
Pillar 2, governance and remuneration, Large Exposures, resolution as well as reporting and

disclosure Moreover and in vievwofthecof SIA &t I 12 NBQ Of 2aS | GGSYy (A2,

and sustainable finance, the EBA will present two more detailed Action Plans on these areas,
which will outline the policy stance and sequencing of mandatesin the respective areas.

Clarity on EBA regulatory mandates and main areas of work

The Risk Reduction Package gives rise to around 100naedates for the EBA under CRD 5
CRR and BRRR. Most of the mandates are of regulatory essence to complete and update the
SingleRule Book. In addition to that, degislatorsacknowledgedhe important role of the EBA

in monitoring practices. Hence, around 30 reports or sets of monitoring actions are due to
support the effective and consistent implementation of the Single Rule Bsokell as its
supervisory convergence in practice.

The EBA is above all paying attention to the delivery dates as set by tbgiglators in the
prioritisation of its work. Such deadlines drive the sequencing of the work calendar in first
instance. Thre are however contingencies that may limit the ability of the EBA to deliver all
mandates on time.

Out of all mandates attributed to the EBA, a small number of mandates prescribe a deadline of
6-9 months after entry into force of RD5 and CRR 2Timely delivery will remain very

10JL62, 7.6.2019https: /feur-ex.europa.eullegatontent/EN/TXT/PDF/?uri=0J:L:2019:150:FULL&from=END

2 EBA Roadmap for the new Market and Counterparty Credit Risk approathéane 2019:
https://eba.europa.eu/file/104484/download?token=2TdEDRC
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challenging for most of them as stakeholders need to be consulted properly in order to collect
evidence, consult and prepare robust adhesion to the future standards across the EU. In
contrast to the area aharket risk where consultation papers could be issued before the Official
Journal (OJ) publication @RR 2almost all mandates with-8 months deadlines risk to be
delayed by 3 up to approximately 9 months from the deadline set in the legislative’texts

For mandatesvith deadlineswithin 1-year or more, the EBA will strive to deliver on time for its
submission to the European Commission. Some limited delays are however anticipated in the
areas of Large Exposures, IRRBB and MREL-or &agcution due to their complexity and/or
contingency to substantive progress in other areas such as Pillar 2 and internal MREL. Likewise,
some mandateson reporting may also be delayed as any calibration of requirements is
contingent on an agreement on the policy sideéhe delay can also be inflused by the
sequencing of the work in the event that the content needs to be aligned to other EBA work that
is still in progress, such &sr guidelines on cooperation between authoritieBhe detailed
Roadmaps support the explanatory communication on tletual sequencing and possible
delays.

The Risk Reduction Measures Package and its detailed Roadmaps

7.

10.

The detailed Roadmaps provide clarity on the early understanding of the mandates and changes
in legislation, the timeline for consultation and submissiédl. roadmaps outline transparently
expected plans and sometimes delays on specific EBA mandates as it could occur. The detailed
Roadmaps cover the areas of Governance and Remuneration, Large Exposures, Pillar2,
Reporting and Disclosure as well as Resolutiall detailed roadmaps outline as well how
proportionality as key consideration in the overhaul of GRERDS in the mandates will be
addressed.

In the area of governance, the EBA will help optimising the existing framework with a particular
primary enphasis on the finalisation of the remuneration deliverables. Especially for the work
on identified staff, the prior EBA peer review will inform the way forward. Through the
advancement on these mandates it will be key to closely cooperate with ESMA & to
conscious on the alignment between the Ciénhd IFD.

C2NJ [ F NBS 9ELRAaAdNBAY (KS w2l RYIL) 2dzift AySa (K¢
where priority would be to complete the framework where currently no EBA work exists such

as the determinatin of exposures arising from derivatives. Only in a second stage and in view

of existing EBA Guidelines, the EBA would address the identification of connected clients and
shadow banking entities as moresearch guiding thenalysis will be needed.

¢KS NRBFRYIL 2y GKS 9.1 Qa tAffFNI H 62N 2dzif Ay
framework coming from CR®and links them back to the initial EBA Roadmap of April 2017.

The EBAwill look into making the Pillar 2 framework fit for purposeeu ®f ongoing and new
challengesProportionality will be strengthenedndthe AML/CTF dimension will be clarified

together with Pillar 2 capital addns. Both phases offer the opportunity to enhance the

3 Cf. Annex 1 for a comprehensive list of EBA mandates @B FCRR ?2BRRD 2IFRIFD with deadline$-9 months.
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common supervisory risk taxonomy.The work on IRRBBe sequenced in view of the recent
I LILX A OF G A2y 2 7F,ardk8cossiderativa to Sudzinatdetfidaycé il be included
after the issuance of the related report

The need for an efficient reporting framework with enhanced proportidgpalinderlies the
considerations in the detailed reporting roadmap. In view of the short deadlines foreseen, the
roadmap provides an overview on immediate but also mediarm work. Proportionality will

be a key element throughout the work on all mandatesl aeliverables.

When it comes to disclosure, the mandates on Pillar 3 disclosures and the mapping of all the
guantitative templates with supervisory reporting data point by data point will inform the
potential role of the EBA to become the &litle Pillar3 hub following the completion of EUCLID
project.

¢ KS wSazfdziAzy w2l RYFL) 2dzif AySa GKS 9.1 Qa g2N
preparednessand smooth execution of resdion action. The mandates aime tomplete the

framework concermig eligible liability instruments and the setting of MREL, ensure an
harmonised framework for reporting and disclosure of MREL and foresee an appropriate role of

the EBA in monitoring MREL implementation and consistency across Europe

In addition to the @tailed roadmaps, the Risk Reduction Measures Package is due to secure a
sound level playing field in the Single Market and it confers on the EBA a number of new
mandates in relation to market access, authorisations and third country braficheshat end

the EBA will put forward guidelines, which will help harmonising the authorisation process and

practices. The link between prudential and AML/CFT supervision will be further strengthened by
updating existing RTS/ITS.

Finally, the EBA will assess the lepkying field within the EU concerning third country
branches. The reports mandated to the EBA will look in depth into the major differences, which
exist at the entry point of the authorisation process that subsequently informs the conditions
for operatons. The EBA will further analyse attentively the lack of transparency as regards the
imposition of requirements on incoming branches and variations in the nature of the
requirements imposed by host jurisdictions.

4Directive (EU) 2019/878 of May 2019 amending Directive 2013/36/Butps://eur-lex.europa.eu/legal
content/EN/TXT/?uri=uriserv%3A0J.L .2019.150.01.0253.01.ENG&toc=0J%3AL%3A2019%3A150%3ATOC
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Roadmap for the delivery of the EBA
mandates on governance and remuneration

Achieving a more balanced and robust governance
; for the whole banking structure ;

S (012021 |

Hinal dratt RTS oa identifiod staft GLs on sound remuneration policies and

proportionality gender pay

GLs on internal governance

GLs on the assessment of the suitability of
the members of the MB and KFH

Q4 2021
GLs on data collection
of high earners

GLs on benchmarking of
remunerations practices
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Roadmap for the delivery of the EBA
mandates on large exposures

Taking decisive steps to manage concentration risk,
; including shadow banking ;

Q4 2020
Final draft RTS on the determination of the exposures arising
from derivatives contracts and credit derivatives underlying a

debt or equity instrument
Final draft ITS on

supervisory reporting

~&

GLs specifying the conditions for the substitution approach in
respect of exposures collateralised by the market value of
recognised collateral

GLs specifying the exceptional circumstances under which the large
exposures limits may be breached and corrective measures

Final draft RTS specifying the criteria for the
identification of shadow banking entities Final draft RTS on
Report on the quantitative impact of the removal of, or the setting of connected clients

a limit to, some exemptions to the large exposure framework
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Roadmap for the delivery of the EBA
mandates on Pillar 2

foee e OBJECTIVE  [CLEEEEEELEREERRTErrEarrtEEeaay

Providing more clarity on Pillar 2 requirements

GLs on common procedures and methodologies for the
supervisory review and evaluation process (SREP) and
supervisory stress testing (revised)
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Roadmap for the delivery of the EBA
mandates on resolution

Final draft RTS on the definition of indirect funding and incentives to
redeem eligible liabilities instruments

Final draft RTS on permission to reduce eligible liabilities instruments
Final draft ITS on MREL decisions reporting to the EBA

Final draft RTS on the methodology to estimate P2R and CBR for resolution groups
not subject to P2R under CDR4

Final draft RTS specifying methods to avoid that internal MREL instruments hamper
the smooth implementation of the resolution strategy

Final draft RTS specifying further clarifications with regards to the exclusions
Final draft ITS on disclosure and from contractual recognition of bail-in
reporting of MREL and TLAC Final draft ITS on notification to Resolution Authorities

Final draft RTS determining the contents of the contractual terms required in financial
contracts governed by third-country law for the recognition of resolution stay powers

[ 032020/
Report on MREL
application, levels
and shortfalls

Report on cross holdings of
MREL among G-Slls and 0Slls

Impact assessment

Report on MREL
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Roadmap for the delivery of the EBA
mandates on disclosures

Final draft ITS on Pillar 3 disclosures of
prudential information + TLAC / MREL

— 3%

[ H2 2020
Final draft TS on IRRBB
disclosure reguirements

Q4 2020
Final draft ITS on disclosures required
to investment firms under IFR

Final draft ITS on disclosure of
indicators of global systemic
importance

Final draft ITS on ESG risks,
including climate change risks
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Roadmap for the delivery of the EBA
mandates on supervisory reporting

oo OBJECTIVE | e R ee

Achieving a more efficient and proportionate supervisory reporting

Final draft ITS on reporting
implementing CRR2, BRRDZ changes

e

l Q2 2020

[H12021 |
Feasibility study on
integrated reporting

| Q42020]
Final Draft ITS on
investment firms reporting

Report on cost of compliance
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1.1 Introduction and background

16. Directive 2019/878/EU (CRI) adopted on20 May2019 amends Directive 2013/36/EU (CRD,
the Capital Requirements Directive) as regards, among other things, governance and
remuneration. In particular, several CRD remuneration provisions were amended to take into
account the European Commission report @8July 2016on the assessment of the
remuneration requirements

17. The main changesintroduced by Chdhd the revised Capital Requirements Regulation @RR
regarding remuneration requirements are related to:

- the sope of application, as the CRD now addresses credit institutions and significant
investment firms (categor® and categor® investment firms are not subject tothe CRD) as
well as holding companiés

- the categorisation of staff considered to have a maknmpact on an institutiof® risk
profile has been clarified, and some of the qualitative criteria are now specified directly in
the legislative text;

- the possibility for listed institutions to award shalieked instruments;

- the minimum deferral period, which has increased from 3 t@edrs and, for members of
the management body and senior managemenigignificantinstitutions, to Syears;

5 In addition to CRD 5, the European Commission has proposed a specific new prudential framework for investment fims

(Investment Firms Directive, IFD) that are not gysic by virtue of their size or interconnectedness with other financial

and economic actors. The newinvestmentfiegyime has been adopted by the-begislatorsandis due to be published

in the Official Journal of the European Union soon. Systemasitmvent firms should remain subject to the existing

prudential framework under CRD/CRR. For the other categories of investment firms, in particula? fifassit is a

requirement that they should have sound governance arrangements and comply with eenation requirements set

out in the IFD. Most of the requirements envisaged under CRD have been replicated in the IFD taking into account the
AATSsS ylLGdaNE +FyR O02YLX SEAGE 2F AygSadySyid FANVEAQ | OGAOGAL
governance and remunerations broadly mirror the CRD mandates on the same areas. The EBA will work on the CRD and

IFD mandates in parallel in order to ensure cresstoral consistency. The work of the EBA mandates stemming from the

new investment firms reigne texts will be soon available in a dedicated roadmap.

6 CRR provides definitions for the tersjroupQWmall and norcomplexi y & G A andéirgeangtifutiorthat need
to be reflected in the EBA regulatory products.
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- the introduction of a waiver to better account for the proportionality principleparticular
it is now allowed to derogate from the requirements to pay out variable remuneration in
instruments and to have retention and deferral arrangements:

o where the institution is not &arge institutiofand the institutiont3 average asset
value m an individual basis is equal to or less than EWHion over the 4/ears
preceding the current financial year (although a Member State may lower this
threshold or increase it up to EUR billion); and/or

o where the relevant staff memb& variable renuneration does not exceed
EURS0000 and does not represent more than one third of their total annual
remuneration, although a Member State may decide this exemption will not apply;
the EBA has a mandate to issue guidelines to further specify those denoga

- the group application envisaged under Arti¢l@9 of the CRD, which has been adjusted; the
remuneration requirements will not apply on a consolidated basis to undertakings within
the scope of consolidation when they are subject to other specificr&huneration
requirements (i.e. undertakings for the collective investment in transferable securities,
UCITS, and alternative investment funds are excluded);

- gender neutrality of remuneration, which will be further spedfilarough EBA guidelines;
this mandate is then followed by a review, benchmarking and reporting requirement for the
EBA,

- the disclosure requirements, which have been clarified and adjusted (e.g. with respect to
genderneutral pay).

18. The main changes mlant for governance requirements are related to risk management and
the managementbdyQa Ay @2f gSYSyid Ay GKS NARAE&] YIyl3aASYS,)

the scope of application, since CRD is addressed now to credit institutions and significant
investmentfirms (category 2 and category 3 investment firms are not subject to the CRD);

- the clear reference in Article 91 to the primary responsibility of financial holding companies
and mixed financial holding companies, alongside institutions, for ensuringnbatbers
of the management board are fit and proper;

- the development of the regime on loans to members of the management body and their
related parties;

- the clarification that money laundering and financing of terrorism risk is part of the
supervisory rgiew and evaluation process and therefore of the sound governance
arrangements and that this can be taken into account in the fit and proper assessment;

24
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- the consistent application of the power of competent authorities to remove members of
the managemenbody, in line with Article 91 as amended.

- the clarification that being a member of affiliated companies or affiliated entities does not
in itself constitute an obstacle to acting with independence of mind;

- the definition of group(including the applicatin of the arrangements, processes and
mechanism to offshore financial centres)dthe inclusion of holding companiéahich will
need to be reflected throughout existing guidelines, e.g. guidelines on the counting of
directorships.

1.2 The EB& policystrategy on governance and remuneration

19. ¢ KS 1S@& 202S0O0GA©®Sa 2F GKS 9.!Qa adaNrisS3e Ay
remuneration are outlined below:

a. Optimise the existing framework under the CRD, with amendments to existing EBA
regulatory poducts limited to changes introduced BRD and clarify them where
necessary and relevant to avoid legal uncertainty for both competent authorities
and institutions (e.g. by including existing answefitom the Q&Atool). This
approach is deemed to allate the burden for institutions and limit their
implementation costs. Consideration should also be given to potential future
changes and general expectations around governance and conduct in areas such as
anti-money laundering and combating the financinfjyterrorism (AML/CFT) and
sustainable finance and environmental, social and governance factors

b. Ensure, where possible, cressctoral consistency between the governance and
remuneration framework under CRD and IFD, also taking into account the
requiremerts set out withinthe Alternative Investment Fund Managers Directive
and UCITS Directive as mandated within thedR®related ESMA Guidelines

c. Ensure a harmonised and consistent approach within the EU regarding the
application of the proportionality foboth remuneration and governance under the
CRD, by providing guidelines in these areas.

20. In line with the above, the EBA has several mandates to draft regulatory technical standards
(RTS) and guidelines in the areas of governance and remuneration witficsdeeidlines to be
met.

1.3 Expectedimelinefor deliverables

21. The table below outlines all the EBA remuneration and governance mandates together with the
deadlines envisaged und@RD &nd the planned timelines.

7 The EBA will publish a dedited roadmap on this topic soon.
25
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22. Inits approach to prioritisation, the EBAs started from the timelines set out for each mandate
by the calegislators. However, those timelines are often very ambitious and they may not allow
the EBA sufficient time for effective and practical delivery of all products for a variety of reasons,
including the need to agree on robust grounds across the EBA membership, relying on adequate
information and a common understanding of what are good policies to implement, as well as
the need to properly consult an adequate range of stakeholders. Congiddhia time
constraints, in order to ensure that proper internal governance and public consultation
LINEPOS&aasSa NS F2ftf2¢SRx AU A& GKS 9.!Qa aasSa
in less than 9.2 months.

23. In particular, the EBA witiot be able to deliver the RTS on remuneration within the deadline
provided by the legislation. The existing RTS on identified staffis being reviewed first with a view
to amending it in line with the limited changes introduced by the legislation. Thewesi the
RTS on identified staff will also be informed by the peer review report on the RTS on identified
staff, which is being concluded. The draft RTS should be published for consultation by the end
of 2019. The submission of the final draft RTS toEbeopean Commission is planned for June
2020.

24. The work on the CRD guidelines on sound remuneration policies started in September 2019.
Clarifications for the application of the proportionality principle will be provided to support a
consistent EU approach.

25. The existing guidelines on fit and proper and internal governance will also be amended, having
regard to the changes made to the remuneration and governance requirements, namely the
scope of addresseeshe regime on loans to members of the managementyp@hd their
related partiesthe independence criteria and the link with AML/CGHId the power to remove
members of the management bodgxisting categoryy and categor? Q&A will be taken into
account when amending the guidelines.

26. The work on the guideles on data collection of high earners and on benchmarking of
remuneration practicesis more likely to start around the end of 2020.

Tablel: Timetable of mandates related to remuneration and governance

Mandate Original Proposed deadline
deadline

Mandates related to remuneration

Art. 94(2) of the CRD: RTS on identified staff 28December | June 2020
2019

Art. 74(3) of the CRD: Guidelines on sound remunere No deadline | Firstquarter 2021
policies and proportionally gendereutral pay
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Art. 75(3) of the CRD: Guidelines on data collection of | No deadline
earners

Art. 75(2) of the CRD:Guidelines on benchmarking ( No deadline
remuneration practices

Mandates related tagovernance
Art. 74(3) of the CRD: Guidelines on internalgovernance | No deadline

Art.91(12) of the CRD: Guidelines on the assessment o No deadline
suitability of the members of the Management body and
function holders
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Lastquarter 2021

Firstquarter 2021

Firstquarter 2021
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2.1 Introductionand background

27.

28.

29.

30.

31.

The Regulation amending the Capital Requirements Regulation) gDRRed into force on
27 June and will apply from 2Rine 2021 onwards with thexception of some provisions (not
pertaining to large exposures), as set out in Art&{) of the amending regulatich.

This roadmap provides a general overview of the main changes included in the large exposures
regime (Pard of the amended CRR) aslines an overview of the deliverables on which the EBA
plans to work in the coming months and years. It also aims to prioritise these deliverables and
to provide a timeline for their completion.

In October 2016, the EBA issued an opinion in responseéCanamission call for advice, setting

out its views on the review of the large exposure regihethat opinion, the EBA called on the

EU institutions to introduce some amendments to (a) align the CRR with the Basel standard on
large exposures, (b) removerse exemptions and (c) improve some technical details.

¢tKS FYSYRSR /ww KIFIa NBGFAYSR a2yYyS 2F GKS St Sy
ensure greater alignment with the Basel standdrBX° For instance, the capital basis on which

large exposure and large exposure limits are calculated will be restricted tolToapital; and

a tighter limit on exposures between global systemically important institutiorSI{§15% of

Tierl capital) was introduced.

With regard to the treatment of institutig 8 Q S EL}R adzNBa (2 WaKl R2é ol
offered to submit a report to the Commission, after an observation period on the effectiveness

of the existing guidelines, including proposals, if appropriate, on which aspects could be
transformedintoadNB 3 dz | A2y G2 I OKASOS I KAIKSNI RSAINBS
opinion suggested a new mandate to develop and harmonise the treatment of breaches of the

large exposures regime; recommended including in the CRR the requirement to repQREP

SELR &dzNB & ¢ BURKOmIlion @elrientsd reperted in FINREP); and gave a new

8 Regulation (EU) 2019/876 of the European Parliamentand of the CounciMe#R2019 amending Regulation (EU)
No575/2013 as regards the leverage ratio, the net stable funding ratio, requirements for own funds aieeligi
liabilities, counterparty credit risk, market risk, exposures to central counterparties, exposures to collective investment
undertakings, large exposures, reporting and disclosure requirements, and Regulation @&8/R012. OL 150,

7.6.2019, p1-225 fttps://feur-lex.europa.eu/legatontent/EN/TXT/?uri=CEL EX%3A32019RD876

9¢KS 9.1 0a NBaLkRyasS (2 GKS 9 ERORIOISY7o2L0Ctvber6@Ss 2y Qa O f £ T2 NJ
(https://eba.europa.eu/documents/10180/1632518/EBA+report+on+the+review+of+the+large+exposures-+idgiine

8EBAOP-2016-17%29.pd).

10 BCBS, Supervisory framework for measuring and controlling large exposures
(https://www.bis.ora/publ/bcbs283.pdf
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mandate to develop technical standards in the area of connected clients (currently in
guidelines). These elements were included in the amended CRR.

32. TheEBAalsdt\ik BA RSR AGad @GASsa 2y FADBS RAAONBOIAZ2YIl NE
call for advice, namely those currently in poig, (e), (f), (j) and (k) of Artic#©0(2) and 493(3)
of the CRR.

33. Thefollowing changegdate of application: 28une 2021and EBA mandates weigcluded in
the amended CRR

a. definition of connected clients (Ard(1)(39) and Ari4(4) of the CRR) Regulatory
Technical StandardR{T $mandate (by28 June 202}

b. calculation of exposures in the trading book and offsetting oftjmws (Art.390(9) of
the CRR) RTS mandate (by 28arch 2020);

c. definition of capital basis (Ar892of the CRR} Tierl instead of eligible capital;
d. NBLRNIAY3 2F S EUBMING But l&sFthah 109 bf thdzS — x
institutionsQTierl capital (Art394(1) of the CRR) already part ofCommission

implementing Regulation (EU) No 680/2014 on supervisory repgrting

e. definition of shadow banking entities (AB94(4) of the CRR) RTS mandate (by
28 June 2020);

f. removal of reporting of matuty buckets (Art394(2) of the CRR) change of
reporting Regulation 680/2014 necessary;

g. limits to exposures between-GlIs (Art395(1) of the CRR) the limit must be
observed within one year of identification asSH;

h. guidance on restoring complianegth large exposure limits (Ar896(3) of the CRR)
T guidelines mandate (no deadline);

i. changes to the use of credit risk mitigation (CRM) techniques 38@tof the CRR);

j- modifications to the exemptions regime (A#00 of the CRR)

k. possibility for natioal law to prevent institutions from reducing the value of an
exposure thatis fully secured by residential or commercial property 48&(1) and
(2) of the CRR);

[.  mandatory substitution approach (A#03 of the CRR);

m. guidance on application of tpgartytreatment (Art.403(4) of the CRR) guidelines
mandate (by 3December 2019);

n. update of reportingmplementing Technical Standard$$to reflectCRR 2hanges
(Art.430(7) of the CRR);

0. EBA monitoring of use of exemptions (A®7(1) of the CRR) report mandate (by
28June 202},

p. Commissionreport on application of derogations regarding SFTs @Q7(2) of the
CRR, by 3lDecember 2023).

2.2 TheEBAolicy strategyn large exposures dekrables
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The section below details the content of the new EBA mandates and provides preliminary
O2yaARSNI GA2ya FT2NJ GKS 9.1 Qa AyildSyilizya 2y (F
EBA expects to consider a period of not less tham&@ths necessry to complete an assigned

mandate in order to provide higguality work, noting the need to conduct full consultations

with stakeholders.

Article390(9) of the CRR mandates the EBA to submit to the Commission Ndgir2B 2020
draft RTS to specify, for the purpose of paragraphow to determine the exposures arising
from derivative contracthsted in Annex| and credit derivative contracts, in which the contract
was not directly entered into with a client but the underlying debt or equity instrument was
issued by that client for inclusion in the exposures to the client.

The work related tahis mandate has started.

Article403(4) of the CRR requires the EBA to isbye1December 2019, guidelines specifying

the conditions for the application of the treatment referred to in paragr&plincluding the

conditions and frequency for determining, monitoring and revising the limits referred to in

point (b) of that paragrap. ParagrapB provides for the possibility that institutions replace the

GGt Y2dzyd 2F GKS AyadAaildz A2 ymady refukchdged dzZNB (i
agreements facilitated by a tpgarty agent with the full amount of the limits that thestitution

has instructed the teparty agent to apply to the securities issued by the collateral issuer.

The work related to this mandate has started.

Article430(7) of the CRR mandatesthe EBR® @St 2 L) RNI Fi L¢{ G2 &LISOAT
formats and templates, the instructions and methodology on how to use those templates, the
frequency and dates of reporting, the definitions and the IT solutions for the reporting referred
to in paragrajpsl to 4. Any new reporting requirements set out in such implementing technical
adrkyRFNR&a akKlff y24 0SS LWL AOF0ES SFENXASN GKI

The draft ITS must be submitted to the Commission by June 2020. The mgpaistigations in
terms of large exposures are set out in Artid#} of the CRR.

Commission Implementing Regulation (EU) 886/2014 laying down ITS with regard to
supervisory reporting of institutions is the current legal instrument providing for supmmwwi
reporting. Annexe¥Ill and IX deal in particular with large exposures. It will be necessary to
assess the changesintroduced in the amended CRR and reflect them in the draft ITS.
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42.

43.

44,

45.

46.

47.

48.

The work under the draft ITS has already started and consultationsdstake place before the
end of 2019.

Under the mandate of Articl@96(3) of the CRR, the EBA is to issue guidelines spgdiiyin

competent authorities should deal with breaches of limits, in particular how they may determine
(a) the exceptional cases under which exposures may exceed the large exposure limits, (b) the
time considered appropriate for returning to compliance witie limits, and (c) the measures

G2 0SS G 1Sy G2 SyadNB (GKS AyauAirddaiazyQa GAYSt

The CRR does not contain a specific timeline to deliver this mandate. As these guidelines can
become animportant tool for supervisors and there is acheeeharmonise this area in line with

iKS 9.1 Qa 2LAYA2YS Al A& ad338adSR GKF{G G(KSe

Article4(4) of the CRR requires the EBA to submit to the Commission, by June 202RT@aft
specifying in which circumstances the conditions set out in p@f) are met. Poin{39),
containing the definition of a group of connected clients, was only slightly modified (to include
a clarification regarding exposures to CCPs).

It must be recdéd that the EBA adopted owinitiative guidelines on connected clients under
Article4(1)(39) of the CRR.These guidelines have applied siricdanuary 2018 competent
authorities and financial institutions. They elaborate on the concepts of contiblegonomic
dependency, which are the backbone of the definition of a group of connected clients. Both
concepts remain unaltered in the amended CRR.

Given the recent application date of those guidelines, for which institutions and competent
authorities havdo put in place relevant systems and processes to give effect to them, it would
be beneficial to gain sufficient experience of their application and discuss with stakeholders
possible amendments before their integration into the draft RTS. For those neatueir
submission could be delayed by éars, i.e. until December 2022.

Under Article394(4) of the CRR, the EBA is mandated to submit to therxsion by 28une
2020 draft RTS to specify the criteria for the identification of shadow banking entities.
Paragrapl2 concerns the reporting by institutions to competent authorities of their 10 largest
exposures to institutions on a consolidated bassvell as their 10 largest exposuresto shadow

11 Final report orGuidelines on connected clients undenticle4(1)(39) of Regulation (EU) 8G5/20130f
14November 2017, EBA/GL/2017/15
(https://eba.europa.eu/documents/10180/2025808/Final+Guidelines+on+connected+clients+%ABEBA 7-

15%29.pdf/la77belegd56447d2a9dtb7da9822035p
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banking entities that carry out banking activities outside the regulatory framework on a
consolidated basis, including large exposures exempt from the application of 206¢1g.

49. Pursuant to the mandate urat the current Article895(2) of the CRR, the EBA published in 2015
guidelines on limits on exposures to shadow banking entities that carry out banking activities
outside the regulatory framework under Artic385(2) of Regulation (EU) M8@5/201312The
gudelines have applied sinceJanuary 2017.

50. Itwill take some time to research and assess developments at international level in the area of
shadow banking as well as to coordinate with other bodies that are working on the matter with
a view to ensuring tht the draft RTS reflect on all these developments. In the meantime, the
current guidelines remain applicable and provide a definition of shadow banking entities under

which institutions will continue to meet their obligations to report exposures. I&issal G KS 9. | Q:

view that an observation period on the effectiveness of the existing guidelines could be
beneficial before developing draft RTS. The EBA will also need to consider if a data collection,
similar to that conducted in 2015, needs to be carrietl @gain!3

51. Therefore, it is suggested that the submission of the draft RTS be postponednignils, i.e.
until December 2021.

52. Under Articles07(1) of the CRR, the EBA is mandated to monitor the use of the exemptions set
out in:

A Article390(6)(b) on the settlement of the purchase or sale of securities;

A Article400(1)(f) to (m) including, inter alia, exposures to coungéeties with a 0% risk
weighting, secured asset items and other exposures, clearing meihede exposures
and default fund contributions to qualified central counterparties, etc.; and

A Article400(2)(a), (c) to (g), (), () and (k), which include covesends, intragroup
transactions, claims on central banks in the form of required minimum reserves held at
those central banks and denominated in their national currencies, exposures in the form of
a collateral or a guarantee for residential loans, prodidiy an eligible protection provider,
etc.

53. ByJune 2021, the EBAis to submit a report to the Commission assessing the quantitative impact
that the removal of those exemptions or the setting of a limit on their use would have. For each
exemption, the reparshould assess:

a) the number of large exposures exempted in each Member State;

12 Guidelines onimits on exposures to shadow banking entities which carry out banking activities outside a regulated
framework undeArticle 395(2) of Regulation (EU) 835/20130f 14December 2015, EBA/GL/2015/20
(https://eba.europa.eu/sites/default/documents/files/documents/10180/1310259/ca0lad@c349d1-9fla
92f3531df1cf/EBASL-:201520%20GL%200n%20Shadow%20Banking%20Entities EN.pdf

B3geewSLIZNI 2y AValAQPazKARRFaQOBFLRYENBHGIAAASAaQS nnmp RIGE
(https://eba.europa.eu/documents/10180/950548/Report+on+institutions+exposures Hiad®w-+banking+entities.pd

f).
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