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FRENCH BANKING FEDERATION RESPONSE TO THE CONSULTATION PAPER ON 
DISCLOSURE OF NON-PERFORMING AND FORBORNE EXPOSURES 

 

 
 

The French Banking Federation (FBF) represents the interests of the banking industry in France. Its 

membership is composed of all credit institutions authorised as banks and doing business in France, i.e. 

more than 390 commercial, cooperative and mutual banks. FBF member banks have more than 38,000 

permanent branches in France. They employ 370,000 people in France and around the world, and 

service 48 million customers. 

The FBF welcomes the opportunity to share its comments on the EBA consultation paper on disclosure 

of NPL and forborne exposures. 

Q1. Could you provide your views on whether adding an “of which” column to column ‘f’ of template 

1 - “Credit quality of forborne exposures”, including the information on non-performing forborne 

exposures that are impaired (i.e. “of which impaired”) would be useful?  

In our view adding a column with the information on non-performing forborne exposures that are 

impaired won’t provide market participant with useful information. On the contrary it could introduce 

confusion and complexity.  

Similarly we suggests removing column (d) – “of which impaired”. “Impaired exposures” are defined 

in the accounting framework while “defaulted exposures” refer to a prudential (CRR-art178) definition. 

Although similar, these two definitions are different. Differences may be complex to be understood 

and to be analysed by users and investors. Therefore we are of the view that “impaired exposures” will 

be of little use for market participants and that the “defaulted exposures” concept is more relevant. 

Q2. Could you provide your views on whether adding the columns with the breakdown of provisions 

for non-performing exposures by buckets of the number of days that the exposure has been past due 

to template 3 - “Credit quality of performing and non-performing exposures by aging of past due days” 

would be useful? 

The information requested in template 3 is very similar to the information requested in FINREP 

template 18, but with differences in the granularity of the buckets of the number of past due days. We 

see no reason not to align the “past due” breakdown of template 3 on the FINREP template 18.  



2 
 

 

Q3. Could you provide your views on whether the breakdown between “on balance sheet exposures” 

and “off balance sheet exposures” included in template 5 – “Quality of Non-performing exposures by 

geography” is useful? 

This template will be very burdensome to built. Moreover, we believe that the breakdown between 

“on balance sheet exposures” and “off balance sheet exposures” is not usefull for market participants. 

It is worth noting that information on off-balance sheet exposures is already available in templates 3 

and 4. Therefore we suggest simplifying template #5 by reporting only total exposures.  

 

Q4. Could you provide your views on whether the information on loans and advances secured with 

immovable property with a loan-to-value higher than 60% and lower than 80% included in row 3 of 

template 7 – “Collateral valuation - Loans and advances at cost or amortised cost” is useful? 

In many jurisdictions in Europe, especially for corporates (inc SME) and residential real estate, loans 

are granted according to the value of the expected cash flow (cash flow banking) rather than the value 

of the collateral (pawn broking). When banks have recourse on their debtors (which is the case for the 

majority of loans granted in Europe), collateral should first be seen as an essential lever to incentivise 

debtors to pay. Therefore, le Loan to Value (LTV) is disconnected from the approach adopted in “Loan-

to-Income” banks. The LTV is not a relevant indicator for these exposures and we suggest removing 

the breakdodown by LTV for instrument secured by immovable property in template #7. 

We also question the relevance of the breakdown by vintage. Indeed this public disclosure will make 

potential buyers aware of when banks need to dismiss their NPL portfolios. Finally, this could have a 

negative impact on the sale price. 

Q5: Do you agree with the overall content of these guidelines and with the templates proposed? In 

case of disagreement, please outline alternatives that would help to achieve the purpose of the 

guidelines. 

Definitions 

In § 12 of the draft RTS, the EBA provides a definition of “significant credit institutions”. For the sake 

of clarity we recommend the EBA align this definition with the definition of large institutions in the 

revised CRR (under discussion). 

Redondancy and consistency between the different regulatory reportings 

Institutions have to disclose granular data through different regulatory reportings. To limit the burden 

and to avoid misinterpretation by market participants, it is of the utmost importance to ensure that 

the information required in the different regulatory reportings is consistent. 
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More specifically: 

- Definitions in the drat Guidelines should be aligned with those used for other regulatory 

reportings. 

- Breakdown criteria and thresholds should be identical from one reporting to another as far as 

possible. 

To do this, the EBA should at least consider the following existing reportings 

- Financial Reporting (FINREP) 

- EBA Pillar III templates (EBA GL/2016/11 published in December 2016 -Guidelines on 

disclosure requirements under Part Eight of Regulation (EU) No 575/2013). 

Moreover, prudential disclosure requirements are currently being reviewed as part of the ongoing 

CRD/CRR negotiations (art 442). EBA is mandated by the European Commission to propose 

standardised disclosure templates by June 2019 related to the CRR2 legislative final text. Again, to limit 

the burden (duplication or change of templates in a very short timeline), we recommend the EBA to 

anticipate this future development related to CRR2 (contents, date of application if new templates) 

into these future guidelines.   

For the sake of clarity the table below provides a summary of existing reportings related to the new 

templates proposed by EBA. 

EBA GL / 
Template 

FINREP 
Pillar 3 
(CRR) 

CRR2 

# 1 FINREP 19 CR1-E Art 442 c 

# 2   Art 442 c 

# 3 FINREP 18 CR1-D Art 442 c/d 

# 4  CR1-E Art 442 c/e 

# 5 FINREP 20.4 CR1-C Art 442 e 

# 6 FINREP 6.1 CR1-B Art 442 e 

# 7    

# 8  CR2-B Art 442(f) 

# 9 & 10 FINREP 13.2 & 13.3   

 

Also it is of utmost importance to reduce redundancies between the different reportings as far as 

possible. In particular we urge the EBA to confirm that the templates in these future guidelines will 

replace the current EBA Pillar3 templates (EBA GL/2016/11) that present similar information. 

We therefore recommend that once the EBA Guidelines on disclosure have been completed, as per 

the European Council’s action plan mandate, credit institutions in compliance with the future EBA 

Guidelines should also be considered in full compliance with the ECB-SSM Guidance. We understand 

that the ECB participates to the EBA working group and that this will ensure full alignment between 

EBA guidelines and ECB guidance. 

Finally, the EBA guidelines on the application of the definition of default and Commission Delegated 

Regulation (EU) 2018/171 on materiality threshold will apply from 1 January 2021.  The use of 

different definitions and criteria for disclosure in a short timeframe could create confusion for 
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investors. Therefore, we suggest aligning not only the definitions and criteria but also the 

implementation dates of these guidelines which are highly correlated. 

Calibration of the NPL ratio at 5% 

In addition to comments related to coherence between different texts, we would like to stress the fact 

that the unique standard 5% calibration of the NPL ratio threshold is not appropriate.  

First of all, this rate seems to be too low and could affect institutions in geographic areas not affected 

by high NPL rate or institutions with specific business models (for exemple consumer finance 

institutions) which have a structural higher NPL rate without having any issues of solvency nor 

profitability. 

Secondly, this standard rate is fixed, and does not take into account the possibility of an economic 

downturn that would increase the part of non-performing exposures in all institutions throughout EU. 

As a result, a large number of institutions that are “not likely to breach any solvency requirement” and 

with “a sound management and coverage of their risks” (cf.as described in article 16 of regulation (EU) 

N° 1024/2013) will suffer from this heavy disclosure requirement package. 

Moreover, going through the EBA risk dashboards on NPL ratios by countries, we can understand that 

high NPL level areas are limited on a few countries within EU. Therefore, in order to improve the 

proportionality criteria and meet the ECB and EBA objectives we recommend: 

1. to introduce an additionnal criteria on the geographical area in order to enable investors to 

have a higher level of information for institutions with tough local macro-economic conditions. This 

criteria could be set as the institutions located in countries having a NPL rate in the fourth-quartile 

group would have to disclose the 6 additional templates. 

2. to set a higher standard rate that would help investors to better focus on high NPL entities (at 

least a 10% rate defined on Dec. 2017 EBA risk dashboard p.10, tables “Dispersion” and “Country 

Dispersion”) 

Other comments  

 Templates # 9 and # 10 would have the pernicious effects of disclosing: 

- very sensitive and confidential information, to the detriment to the bank,  

- potential misleading information to the detriment to the investor / end user, 

- the difficulties for institutions to sell their foreclosed assets generating huge pressure on 

collateral prices  at the moment of the sale, to the detriment to the NPL debtor. 

All information disclosed relating to the collateral and its valuation may induce a bias in the price 

on banks/sale side. Indeed the required public disclosure by vintage of forclosure will make 

potential buyers aware of when banks need to sell these assets  (i.e. weaker negotiation position 

of banks in any collateral sale as vintage and the accounting value decrease). Hence potential 

buyers will set discounted prices accordingly. 
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Therefore, the FBF suggests removing these 2 templates (9 & 10) from the disclosure package. 

Should the EBA maintain granular information requirement we urge the EBA to circumvent such 

data to the sole supervisory reporting remit and not to extend it to public disclosure. 

 Likewise, the “related net cumulated recoveries” required in template #8 is a sensitive 

information that should not be publicly disclosed. Such information should only be reported to 

supervisors, if need be. Moreover, the breakdown of “outflows from non performing portfolios” 

in template #8 is too granular. We suggest merging line 6 with line 8 and line 10 with line 12  
 

 Regarding template # 4, we have some additional comments on column m “accumulated partial 

write-offs”. We believe that it should be deleted as  

- it will not help investors comparing write-off amounts from institutions based in different 

jurisdictions mainly due to significant differences in terms of tax treatment as they have 

different legislations  

- moreover, the disclosure of the stock of write off amounts may be relevant for supervisors 

having a good knowledge of the institutions’ background, but it is misleading for the large 

part of investors as they confuse write off with provisions and impairments. Accumulated 

write off amounts will not impact the future financial performance of the institutions, and 

therefore is not useful for investors.  

- write off amounts are more relevant and as this specific information is not easy to understand 

by end-users (it makes sense only in  when they are related to a period to explain the variation 

of the stock of non-performing exposures (cf. Template 8). 
 

 Regarding template # 2, the information does not seem relevant for an investor.  

First of all, forbearance policies depend on an institution business model, hence related 

information may lead investors to a wrong interpretation of this information regarding the 

institution’s risk profile. Secondly, forbearance is a complex concept for the vast majority of the 

investors, with technical information such as the exit criteria and long probation periods. At best, 

they will not use this information, at worst, they will be mistaken and won’t be able to compare 

institutions. 

For these reasons, we suggest to keep this template for a supervisor only that can fully understand 

the quality of an institution’s forbearance methodology. 


