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BSBV 115/Dr.Ru/Br 3137 26" of May 2009

Re: CP on amendments to the quidelines on FINREP

The Bank and Insurance Division of the Austrian Federal Economic Chamber representing the
entire Austrian banking industry appreciates the opportunity to comment on the new proposal on
financial reporting and welcomes the intention to create uniform reporting format for all
Member States.

Concerning reporting deadlines we propose to adopt those of COREP, which means 20 days for
solo reportings and 40 days for consolidated reportings. Furthermore we oppose a mandatory
XBRL format, due to too high costs for smaller credit institutions.

We would like to highlight that reduction of quantitative data does not mean that also the
reporting burden is decreased. FINREP automatically causes such burden because its
requirements often use different structure than the financial statements prepared by the banks.
Such burden could be significantly reduced for credit institutions which use IFRS when FINREP
would require the information which results from IFRS disclosure requirements. However this is
not the case because FINREP requires that IFRS information is split further to a more detailed
level determined by CEBS.

Moreover the amended FINREP requires new information compared to its current version. This is
the case for Table 15A, Table 26 and additional split of information on derivatives which may
not be available and may cause significant system changes. As regards this big projects with
requirements for resources, time and budget would have to be performed.

We also note that significant changes are planned by IASB in the areas of financial instruments
reporting and financial statements presentation. These changes would probably have big impact
for FINREP structure. We question whether it is not worth to wait until we know what will be the
new IFRS environment for financial instruments and generally for financial reporting.



Yours sincerely,

Dr. Herbert Pichler

Managing Director

Division Bank & Insurance

Austrian Federal Economic Chamber



Section: Impact Assessment

a. Do you think the revised FINREP Guidelines will reduce reporting burden?
This will depend on the level of non-core information collected by the Austrian Authorities.

b. Do you think the revised FINREP Guidelines will make financial reporting in the EU more uniform?
Probably yes
The option proposed by CEBS (Maximum Data model which includes an obligatory minimum
reporting level and specific additional optional reporting requirements that are left to the
discretion of local authorities) is likely to be adopted by most Member States. It helps to make
reporting more uniform but nevertheless local supervisory authorities have sufficient flexibility to
gather the information they need.

c. CEBS guidance is non-binding. However, the possibility has been discussed of making FINREP
mandatory at the consolidated level, a step which lies beyond the responsibility of CEBS. In
addition, some countries apply FINREP at the solo level as well. Against this background, we are
interested in your views concerning:

i The pros and cons of mandatory application of FINREP at the consolidated level by EU
Member states.

Pro:
e harmonization of data collected by local authorities
e could reduce the reporting burden for companies with subsidiaries or branches in
different countries

e less flexibility for local authorities
e could increase reporting burden if maximum set of data is required by every country
e difficult process if separate countries have to align on one set of data

ii. The possibility of extending the use of the FINREP guidelines to the solo level. Are all of your
subsidiaries allowed to use IFRS?

A lot of subsidiaries of Austrian credit institutions have to prepare their solo accounts
according to local GAAP. They prepare IFRS accounts for internal group reporting and for the
consolidated financial statements which Austrian credit institutions have to publish according
to Austrian Law respectively which have to be reported to the National Central Bank.

Using FINREP guidelines for solo level reports is possible and makes sense for foreign
subsidiaries as it unifies reporting guidelines.

Section: Summary of findings on amendments to FINREP guidelines

d. Do you expect there to be a link between the FINREP framework and the IFRS-GP taxonomy?
IFRS will probably have a strong influence on the FINREP framework but the influence of FINREP on
IFRS will be rather small.

e. What do you think of the proposals concerning reporting frequencies and reporting deadlines? Do
you have alternative options?

Quarterly reporting as proposed in the consultation paper is in line with the current Austrian reporting
frequency which seems to be appropriate.

f. Do you have any comments on the proposals relating to versioning policy?



The versioning policy suggested in the consultation paper will ensure a higher harmonisation level as
member states cannot adjust FINREP templates differently from each other. An overview indicating
the changes to the prior version would help users to identify revised reporting needs.

Section: Annexes: revised FINREP templates (Annex 1) and Guidelines (Annex 2)

g. What impact do you expect the revised Finrep framework to have on your reporting procedures?
The impact will depend on the level of information gathered by the local authorities. If the reports
are extended to the maximum data set, reporting burden could increase.

h. Is the new information added to the framework already available within your entity? Please
specify reporting items that are not available.

New tables according to Annex 1: Data currently available

Table 3 Derivatives - Held for trading Partly available, split of notional amounts into
and Table 8 Derivatives - Hedge accounting assets and liabilities not available

Table 6: Breakdown of loans and advances by

product: carrying amount Partly available

Table 9: Tangible and intangible assets Available

Table 15A: Breakdown of interest income and Not available

expenses

Table 23: Scope of the group Partly available

Table 26: Reconciliation from CRD to IFRS scope  Not generally available
of consolidation

Current reporting requirements of Austrian supervisory authorities do not include the full set of tables
indicated in Annex 2. Therefore, parts of the information requested in various templates (non core
information) that were already part of the FINREP framework are not available on an IFRS
consolidated level.

i. FINREP guidelines do seek to interpret IFRS. Are the references and instructions sufficient for
completing in the templates? Please specify where more instructions are needed.

The instructions seem sufficient on the first view. Nevertheless questions may arise during
implementation. It may be useful to offer a contact point for banks implementing the new FINREP
templates to discuss non-specific cells/information requests. This contact point could deal with
questions that come up during the implementation and provide more detailed guidelines if necessary.

J. The Guidelines on FINREP (Annex 2) provide a definition of the counterparty breakdown. Section
II. 29 (6) identifies two possible definitions regarding Retail exposures. Which option do you
prefer, and why?

Optionl defines “retail” in accordance with Article 79(2) of the CRD for entities that apply the
Standardised Approach, and Article 86(4) of the CRD, for entities that apply the Internal Ratings Based
Approach. This is in line with the Basel Il definitions and is consistent with our current definition of
retail for FINREP reporting.

k. Do you think that all redundancies in the current framework have been eliminated?



Section: Harmonisation at IT level

I. Do you support CEBS’s initative of recommending IT best practices on cell definitions, as a
complement to XBRL-related issues?

We think the recommendation of IT best practices will help to increase the harmonisation within CEBS
members and between FINREP and other reports.

m. Do you have any comments on the work plan? Is your institution interested in collaborating on it?
The work plan of CEBS seems to be reasonable and member states and banks should be able to
implement the new guidelines within the indicated timeframe of 2010 to 2011.

The following comments are focused on bringing more clarity, removing the information which we think
isn’t IFRS compliant and difficult to prepare from practical point of view.

1) Comment to
Part 15 of Guidelines for implementation of FINREP

The table for collective impairment assessment process is hot IAS 39 compliant in step 1B because
collective impairment is not allowed for individually impaired loans no matter if significant or not.

IAS 39.AG88 says

“Impairment losses recognised on a group basis represent an interim step pending the identification of
impairment losses on individual assets in the group of financial assets that are collectively assessed for
impairment. As soon as information is available that specifically identifies losses on individually
impaired assets in a group, those assets are removed from the group.”

The table probably refers to the fact that for practical reasons individually insignificant loans which
are impaired are not treated based on individual cash flow estimates but based on statistics collected
on portfolio basis (like LGD). But if this was the intention some other wording is necessary. Maybe
just name “individually insignificant impaired loans* would be sufficient.

2) Comment to
Part 19 of Guidelines for implementation of FINREP

- Table 15 Gains and losses recognised in the income statement

The name “gains and losses* doesn’t seem to be correct here because table 15A under this heading
breaks down the interest income and expenses. Gains and losses can’t refer to interest income and
expenses because the Framework in paragraphs 74-80 defines that gains / losses are subtype of
income and expenses and may or may not arise in the course of ordinary activities. Interest income
and expenses are always connected with ordinary activities of the banks so they always fall under
revenue and expenses which are by nature different from gains / losses. Although borderlines here are
not quite clear, IFRS never refer to interest items as gains / losses.



3) Comment to
Part 19 of Guidelines for implementation of FINREP

- Table 2 Consolidated income statement
- Table 15A Interest income and expenses on derivatives

The possibility to recognise interest income and expenses on derivatives should be described further in
part 19 of Guidelines for implementation of FINREP.

Table 2 Income statement contains line items
- interest income - derivatives - hedge accounting, interest rate risk
- interest expenses - derivatives - hedge accounting, interest rate risk

Table 15A splits interest from derivatives held for trading into income and expenses.

The hedge accounting interest income and expenses in the Income statement should be further
described - for example “amounts transferred into interest income and expenses when cash flow
hedge accounting is applied”, “settlement payments from interest derivatives when fair value hedge
accounting is applied*.

Table 15A contains for derivatives held for trading wrong reference to IAS 18.35 (b). This paragraph

requires to disclose the amount of interest revenue. IAS 18 requires in paragraph 30 that revenue from

interest shall be recognised using the effective interest rate (EIR) as set out in IAS 39. However EIR

cannot be calculated for derivatives using IAS 39 rules because derivatives like interest / FX swaps,

forwards have no initial net carrying amount. If CEBS wants to bring clarity into this area it should

define what can be considered as interest income or expenses from interest derivatives or FX (or also

other derivatives?)

- are these just settlement payments or can also the whole fair value revaluation be reported here?

- can interest income and expenses flow also from open and matched positions (as defined in point 14
i, ii of the guidelines for implementation) or only from hedging derivatives (as defined in point 14
iii)?

Clarification is needed because IFRS do not contain any guidance what interest income and expenses
are in relation to derivatives.

4) Comment to

- Table 1 Consolidated balance sheet, 1.1 Assets

The issue that debt securities and loans and advances have references to IAS 39.9 has been discussed
already. But we have to keep on saying that these references are not correct. Debt securities and
loans and advances are not defined in IAS 39.9.

In this new version of FINREP proposal we welcome the improvement that “debt instruments” were
renamed to “debt securities”. Now it is easier to derive that loans and advances are financial assets
which are neither equity instruments nor debt securities. However in order to be quite clear it would




be worth to write this explicitly in the Guidelines for implementation of FINREP and to cancel the
wrong references.

5) Comment to

- Table 1 Consolidated balance sheet, 1.1. Assets. 1.2 Liabilities

The line items “Fair value hedge of interest rate risk* and “Cash flow hedge interest rate risk* both
on asset and liability side refer to the IAS 39 paragraphs dealing with portfolio hedges. To avoid
possible confusions such reference given directly in their names may be suitable - “Portfolio fair value
hedge of interest rate risk*, “Portfolio cash flow hedge of interest rate risk*.

6) Comment to

- Table 1 Consolidated balance sheet 1.2 Liabilities

The line item “Share capital repayable on demand (e.g. cooperative shares)” has to be updated in the
light of the IAS 32 amendment effective from 1st January 2009. It is very likely that most of such
instruments will now meet the condition of equity instruments. If CEBS wants to keep this line item
then you should include the reference to IAS32.16A,16B. These paragraphs define when capital
repayable on demand (puttable instrument) is treated as equity and not liability.

7) Comment to

- Table 1 Consolidated balance sheet 1.2 Liabilities,
- Table 12 Provisions

Split of provisions in the balance sheet and in the table 12 contains item “Pensions and other post
retirement benefit obligations* with reference to IAS 1.78(d) which requires to show separately
provisions for employee benefits.

If the intention of this item was to include all employee benefits provisions it should be renamed.
Current name has much narrower meaning.

If the intention was that only post-employment defined benefit plans are covered here, then it should
be specified that other employee benefit provisions should be disclosed under “other provisions*.

It also has to be mentioned that table 12 which shows movements in provisions is not suitable for post-
employment defined benefit obligations and for other long-term employee benefits because they
contain specific movements like interest cost, current service cost, expected return on plan assets,
actuarial gains and losses... These movements are analysed in the table 19 (see also our comment No
19). Defined benefit liabilities from post-employment benefits and liabilities for other long-term
employee benefits are specific kinds of provisions which can have also negative (asset) balance (when
plan assets exist). Therefore FINREP should specify where they should be reported in the balance
sheet and they should be excluded from the Table 12.




8) Comment to

-Table 2 Consolidated income statement

Line items for “Interest income - other assets” and “Interest expenses - other liabilities” should be
explained.

As regards interest income from other assets - interest income items above this one cover all financial
assets. Was the intention to report here interest income from non-financial assets? What cases should
fall here?

As regards interest expense from other liabilities - interest expense items above cover all financial
liabilities except for financial liabilities that arise when transfer does not qualify for derecognition or
when continuing involvement approach applies. It means that this item may be relevant for interest
expense from these financial liabilities. But do you also consider it to be relevant for interest
expenses from non-financial liabilities like interest expenses from provisions or interest cost from
post-employment defined benefit plans and long-term employee benefit plans or for other?

9) Comment to

- Table 2 Consolidated income statement

Referring to the line item ,,Gains (losses) on financial assets and financial liabilities held for trading,

net* do securities coming from securitisation of loans fall
- under interest rate instruments and related derivatives or
- under credit risk instruments and related derivatives?

The line item “Other (including hybrid derivatives)* should be renamed to “Other (including hybrid
instruments)*.

10) Comment to

- Table 3 Derivatives held for trading
- Table 8 Derivatives - hedge accounting
- Part 14 of Guidelines for implementation of FINREP

We object to the requirement that notional amount of derivatives is split into separate columns based
on whether derivative has positive or negative fair value. IFRS do not require any disclosure about
derivatives except for their fair values. However the notional amount is easy to obtain and this Finrep
requirement has not caused practical difficulties so far.

The issue of split of notional amounts based on positive or negative fair values of derivatives was
discussed in the January meeting at CEBS. Banking sector opposed it and no convincing reason was
given from the side of supervisors why it was needed.

Such split will cause significant burden for accounting practice. So far the notional amount was posted
once at the inception of the contract and did not change after. This new requirement would cause




repostings from one account to another based on how fair value of the (non-option) derivative
develops. Banks usually have huge amounts of derivative contracts and such change could not be
handled manually. Therefore accounting system changes would be necessary. An all these difficulties
would be caused by requirement

which is not IFRS compliant and
whose informatory value is more than questionable, probably useless.

11) Comment to

- Table 4 Financial Assets designated at fair value through profit or loss: credit risk
information

- Table 5C Counterparty breakdown for financial assets held for trading and financial
assets designated at fair value through profit or loss

a)

b)

Table 4 should be renamed into “Loans and receivables designated at fair value through profit or
loss* because IFRS 7.9 requires these disclosures only for loans and receivables category.

The column “Amount of cumulative change in the fair values attributable to changes in the credit
risk* in the table 5C should be specified that it relates only to loans and receivables which were
designated at fair value through profit or loss. IFRS 7.9 is valid only for such types of assets.

12) Comment to

- Table 7 Information on impairment and past due
- Table 16B ,,Allowances movements for credit losses*

a)

b)

the column “specific allowances for collectively assessed financial assets” should be renamed to
reflect the facts which we mentioned in the comment No 1. Correct alternative might be “Specific
allowances for individually insignificant financial assets”.

equity instruments which may be impaired can belong only to available for sale (AFS) category or
measured at cost category. Paragraphs IAS 39.67-70 specific for impairment of AFS financial assets
and paragraph IAS 39.66 specific for financial assets carried at cost do not allow

- to distinguish individual and portfolio impairment and

- to use separate allowance account for showing impairment.

Such split into portfolio and individual impairment and using allowance account is allowed only for
financial assets carried at amortised cost (IAS 39.63-65 and the whole AG part dealing with
impairment AG84-AG92).

Therefore for equity instruments in the Table 7 only the columns “net carrying amount of the
impaired assets” and “accumulated value adjustments recorded directly to the income statement
(accumulated write-offs)” are relevant.

For the same reason the Table 16B cannot be relevant for equity instruments. IFRS 7.16 requires
reconciliation of changes in separate allowance account only when it is really used for recording
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the impairment. However for equity instruments impairment must never use separate account.
Impairment is always recorded directly against the asset account.

c) the column “collateral and other credit enhancements received as security for the related
impaired and past due assets (reference to IFRS 7.37 (c))* in the Table 7 should not be required as
mandatory, because IFRS 7.37(c) does not require to give disclosures of collateral fair values when
impracticable.

13) Comment to

-Table 14 Fee and commission income and expenses

We would like to raise the question, what the line item “Commissions to agents (acquisition costs)”
includes? Transaction costs connected with acquisitions of financial assets and incurrence of financial
liabilities are part of the initial carrying amount and are not reported in P&L. IAS 39.13 explicitly says
that commissions paid to agents are transaction costs.

14) Comment to

- Table 15B Breakdown of gains and losses

For better understandability the line items under “Gains and losses from hedge accounting” should be
specified to what types of hedges they relate. Currently this results from the references but including
such information directly in the names would be better.

- Fair value changes of the hedged item attributable to the hedged risk - fair value hedges (IFRS
7.24 (a) (ii))

- Fair value changes of the hedging derivatives (including discontinuation) - fair value hedges (IFRS
7.24 (a) (1))

- Fair value changes of the hedging derivatives - cash flow hedges (IFRS 7.24 (b))

Currently the third type of hedge - hedge of net investment in foreign operation is missing.

The line items names say only about hedging derivatives. But also non-derivative financial assets or
liabilities can be in the position of hedging instruments for hedging the FX risk. Therefore hedging
derivatives should be renamed into ,,hedging instruments*.

15) Comment to

- Table 15B Breakdown of gains and losses
- Table 25B Information on unrealised gains and losses

These tables require to show separately gains and losses. For banks this is especially relevant for gains

and losses from financial instruments. We have to stress that such split is not required by IFRS 7,

because

- IFRS 7.20 requires to disclose net gains or net losses for financial instruments and

- IFRS 7.24 requires to disclose gains or losses from fair value hedges and ineffectiveness recognised in
profit or loss for cash flow hedges and net investment hedges.
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There is no requirement to use separate disclosures for gains and for losses.

When a bank accounts for the gains and losses from revaluation of financial instruments continuously
it may use the system of postings from which such separate information about gains and losses cannot

be tracked. This would be the case when

- for same financial asset it posts for example gain 100 (when fair value went up by 100) for one
month on one account and loss 20 for another month (when fair value decreased by 20) on another
account. There are two separate accounts for gains and losses but they show the month-to-month
+100 and -20 and not year-to-date information +80. Moreover in practice each asset does not have
its own account for gains and losses and therefore such year-to-date information cannot be
obtained simply by merging the gain and loss account; or

- One account both for gains and losses is used which shows the year-to-date gain or loss on
individual asset level. But again postings on it merge many financial assets of the same or similar
kind (like described above) and gain and loss balances are offset in this way.

To track such information the bank would have to handle each financial asset separately or would
have to change the system of month-to-month (or day-to-date) postings of gains and losses. It might
require significant system changes for the banks. Moreover banks which do not have this information
do not even use it for internal purposes. Internal reporting based on net presentation of gains /losses
is sufficient for them. Only information about financial instruments which are of particular interest for
them is then searched individually.

The question is why should Finrep require information

- which is not required by IFRS,

- may not be tracked from accounting systems and

- when unavailable it is not even relevant for management decision making.

16) Comment to

- Table 17 Repurchase agreements, reverse repurchase agreements and related
agreements

To be more understandable it should be specified to what values the particular tables relate

- Table A - carrying amount (of financial assets which were transferred but not
derecognised)

- Table B - carrying amount of liability

- Table C - fair value of collateral when sold

- Table D - the carrying amount of assets (financing granted).
The reference to IFRS 7.15(a) is confusing here because this paragraph is about fair
value of collateral held. If this table is about carrying amount of the assets (financing
granted) then separate column for fair value of collateral held should be added.

17) Comment to

- Table 19 Defined benefit plans and employee benefits

Disclosures in this table are relevant for

- post employment defined benefit plans and

- other long-term employee benefits (although some line items are not relevant here like
unrecognised actuarial gains/losses, unrecognised past service cost).
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The scope of this table should be clearly defined because its current name is confusing.

18) Comment to

- Table 20 Loan commitments, financial guarantees and other commitments

The *“doubtful” loan commitments and financial guarantees have to be defined. The possible
definition might be that these are loan commitments and financial guarantees “for which provision on
individual basis was created in accordance to IAS 37*.

19) Comment to

- Table 22 Statements of changes in equity

According to new IAS 1 statement of changes in equity is focused on owner changes in equity. This is
reflected in the table. But the logical order of the line items would be that the comprehensive income
for the year is the last line item just before closing balance. Currently it is placed in the middle of
owner changes in equity.

20) Comment to

- Table 25A Information on fair value of financial instruments

a) the columns for “Gross (before taxes) unrealised gains and losses (accumulated)” and further split
into level 1, 2, 3 is not required by IFRS 7

b) The table contains line items requiring to disclose fair value hierarchy for
- loans and receivables,
- held-to-maturity investments and
- financial liabilities measured at amortised cost (with further subitems),
i.e for those financial instruments which are not recognised at fair value in the financial
statements.
IFRS 7.27B requires to disclose fair value hierarchy only for fair value measurements recognised in
the statement of financial position.

We oppose that Finrep requires information that is outside the scope of IFRS. Preparing such
information would be very burdensome for banks. If it is intended to collect such information anyway
the heading Finrep which refers to IFRS shouldn’t be used.

21) Comment to

- Table 25D Hybrid financial instruments not designated at fair value through profit or
loss
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The column “Held for trading* is not relevant because under IAS 39.11 (c) if the hybrid instruments is
measured at fair value through profit or loss (not only designated, but also when held for trading) the
embedded derivative is not separated and no “rest of separable hybrid contracts” exists.



