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Feedbackto this Consultation Paper
This consultation paper signals the Central Bank of Ireland’s (Central Bank’s) proposed
approaches and perspectivesin relation to certain provisions contained within:

= The European Union (Capital Requirements) Regulations 2014 (‘the CRD Regulations’),
transposing Directive 2013/36/EU (CRD IV);

= Regulation (EU) No575/2013 (CRR); and

= Regulation (EU) 2015/61 (‘the LCR Regulation’),

where the competent authority can or must exercise its discretion. The Central Bank is
proposing to update its 2014 Implementation Notice in this regard, particularly in view of
subsequent harmonisation initiatives within the Single Supervisory Mechanism with respect to
optionsanddiscretionsin CRD IV and CRR. This consultation paperencompasses competent
authority options and discretions that may apply to creditinstitutionsand MiFID-authorised
firms, as well asthose specificto creditinstitutions or MiFID-authorised firms.

The Central Bank is committed to clear, openand transparent engagement with stakeholders
infulfillingits financial regulatory and supervisory objectives, particularly when introducing
new codes, regulations, standards or guidelines. The Central Bank’s Stakeholder Consultation
Protocol can be found on the Central Bank’s website. This consultation paperwillbe subject to
the shorter comment period of six weeks given thatthe European Central Bank has previously
publicly consulted on its approaches towards certain options and discretions in CRD IV and
CRR. Comments should be sentin writing, and preferablyby e-mail, no laterthan 4™ of August
2017 to:

BankingRisks Policy Unit,

Financial Risks & Governance Policy Division,
Central Bank of Ireland,

New Wapping Street,

North Wall Quay,

Dublin1

CRDIV@centralbank.ie

The Central Bank will send an email acknowledgementto all responses received. If you do not
receive this acknowledgement, please contact us on 01-2246000. Itisthe policy of the Central
Bank to publish all responses toits consultations and such responses will be made availableon
our website. Stakeholders should thus notinclude commercially confidential information in
consultation responses and the Central Bank accepts no liability whatsoeverforthe content of
stakeholders’ consultation responses that are subsequently published by the Central Bank. We
shall not publish any information which we deem potentially defamatory.


https://www.centralbank.ie/docs/default-source/tns/about---tns/freedom-of-information/tns-1-4-3-policy-on-consultations.pdf?sfvrsn=4
mailto:CRDIV@centralbank.ie

Implementation of Competent Authority Options and Discretions in the CRD Regulations and CRR

1 Overview

1.1. This consultation paper (CP) outlines Central Bank of Ireland (‘Central Bank’) proposed
requirements and guidance in relation to the implementation of certain competent

authority optionsand discretions (O&Ds) arising under:

e the European Union (Capital Requirements) Regulations 2014 (‘the CRD
Regulations),! transposing Directive 2013/36/EU (CRD IV);?

e  Regulation (EU) No.575/2013 (CRR);*and

e Commission Delegated Regulation (EU) No 2015/61 (the ‘LCR Regulation’).*

This CP does notaddress ‘Member State’ discretions retained by the Ministerfor Finance

inthe CRD Regulations.®
1.2. ltisproposedthatthe final Implementation Notice which willissue afterthe conclusion
of this consultation will supersede the Central Bank’s May 2014 Implementation Notice

and may be periodically updated from time-to-time.

1.3. Foravoidance of doubt, the Central Bank distinguishes O&Ds broadly as follows:

Option:referstoa situationin which competentauthorities or Member States are
given a choice on how to comply with a given provision, selecting from arange of

alternativessetforthin EU legislation.

Discretion: refersto a situation in which competentauthorities or Member States are

given a choice whethertoapply ornot to apply a given provisionin EUlegislation.

15,158 of 2014.

2 Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on the access to
the activity of credit institutions and the prudential supervision of credit institutions and investment
firms and repealing Directives 2006/48/ECand 2006/49/EC [2013]0J L 176/338.

3 Regulation (EU) 575/2013 of the European Parliament and of the Council of 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012[2013]0JL176/1.

4 Commission Delegated Regulation (EU) 2015/61 of 10 October 2014 to supplement Regulation (EU)

No 575/2013 of the European Parliamentand the Council withregard to liquidity coveragerequirement
for creditinstitutions [2015]OJL 11/1.

5 For example, Regulation 82(3)(b) of the CRD Regulations and Article 133 of CRD IV.
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1.4. References to Irish and EU legislation in this CP should be read as a citation of, or
reference to, the legislation as amended from time-to-time (including as amended by
way of extension, application, adaptation or other modification of the legislation).
Referencesto Central Bank and European Banking Authority (EBA) codes and guidelines
inthis CP should, if they have since been amended orreplaced since the issuance of this

CP, be construed asreferencesto the relevantamended orreplaced codes or guidelines.

1.5. This CP is not an exhaustive account of the CRD Regulations and CRR and should not be
interpreted as such. For further information, and avoidance of doubt, stakeholders
should consultthe applicable legal texts and/orrelevant European Commission website s

directly.

Legal Basis for the Proposed Revised Notice

1.6. Under Regulation 4 of the CRD Regulations, the Central Bank is designated as the
national competent authority (NCA) that carries out the functions and duties in CRD IV
and CRR. The Central Bank’s powers and requirements in this area generally are
exercised pursuant to the provisions of the CRD Regulations, CRR and, inter alia, the

Central Bank Acts, includingthe Central Bank (Supervision and Enforcement) Act 2013.°

Scope of this CP

1.7. This CP addresses the manner in which the Central Bank intends to exercise the
competent authority O&Ds that are provided for in the CRD Regulations and CRR,
without prejudicetothe European Central Bank’s (ECB’s) competences withinthe Single

Supervisory Mechanism (SSM).

1.8 In accordance with the SSM Regulation (SSMR)’ and SSM Framework Regulation
(SSMFR),® the ECB (in cooperation with the Central Bank) is responsible for directly

supervising SSM ‘significant credit institutions’ (Sls), and the Central Bank (in cooperation

6 No. 26 of 2013.

7 Council Regulation (EU) No 1024/2013 of 15 October 2013 conferring specific tasks on the European
Central Bank concerningpolicies relating to the prudential supervision of credit institutions [2013] OJL
287/63.

8 Regulation (EU) No 468/2014 of the European Central Bank of 16 April 2014 establishingthe
framework for cooperation within the Single Supervisory Mechanism between the European Central
Bank and national competent authorities and with national designated authorities [2014]0JL 141/1.
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with the ECB) is responsible for directly supervising SSM ‘less significant credit
institutions’ (LSIs).® The Central Bank is responsible for supervising firms authorised
under the Markets in Financial Instruments Directive (MiFID),° as transposed (‘MiFID

firms’).

1.9. Except for the types of O&Ds specified in paragraph 1.10, this CP is only relevant to the
following (togetherreferred to as ‘relevant entities’ forthe purposes of this CP):

e Domestically-authorised LSIs within the meaning of the SSMR, exceptincases where
the ECB assumes direct supervisory responsibilities under Article 6(5) (b) of SSMR;

e Where applicable, Irish branches of LSIs authorised in other SSM-participating
Member States, except in cases where the ECB assumes direct supervisory
responsibilities under Article 6(5)(b) of SSMR;

e Where applicable, Irish branches of credit institutions authorised in European
Economic Area (EEA) Member States not participating in the SSM (and where such
branches are not designated as Sls for SSM purposes under Article 6(4) of SSMR or
Article 6(5)(b) SSMR); and

e  MiFID firms which are in-scope of the CRD Regulations and/or CRR.

Applicability of this CP to Slis

1.10. The macroprudential powers in the CRD Regulations and CRR are shared between the
Central Bank, as the national designated authority (NDA),'! and the ECB for both Sls and
LSIs.*2 Therefore, the Central Bank’s proposed approaches to the macroprudential-
related O&Ds specifiedin section 2and the annexes of this CP are relevant for both Sls
and LSlIs. Furthermore, the Central Bank’s Corporate Governance Code for Credit

Institutions?3 applies to both Slsand LSls.

3 See, e.g., Article6(6) and (7) of SSMR.

10 Directive 2004/39/EC of the European Parliamentand of the Council of 21 April 2004 on markets in
financialinstruments amending Council Directives 85/611/EECand 93/6/EEC and Directive 2000/12/EC
of the European Parliamentand of the Council and repealing Council Directive 93/22/EEC [2004] OJ L
145.

11 per Part 6, Chapter 4 of the CRD Regulations and the European Union (Capital Requirements) (No. 2)
Regulations 2014 (S.l. 159 of 2014).

12 See, e.g., Article5 of the SSMR.

13 Central Bank, Corporate Governance Requirements for Credit Institutions (2015).
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1.11. Aside from the O&Ds referred to in paragraph 1.10, decision-making with respect to
competentauthority O&Ds for Sls underthe CRD Regulationsand CRRis solely a matter
for the ECB, in accordance with the relevant ECB Regulation'* and Guide'® governing
O&Ds forSls. However, supervisory decisions taken by the Central Bank (e.g. the exercise
of an option or discretion) prior to 4 November 2014 and affecting Sls remain in force
unless/until Sls are advised otherwise by the ECB.® If SIs have specific queries in this

respect, they should contact theirJoint Supervisory Teams.

Common Procedures

1.12. There are also certain areas, particularly the granting/withdrawal of credit institution
licences (authorisations) and approval of acquisitions/disposals of qualifying holdings,
where the ECB has exclusive competence with respect to Sls and LSls, in accordance with
the SSM Regulations. Nonetheless, the ECB’s exclusive competence in such areas may be
informed by proposals/input submitted by the NCAs in the context of such common

procedures, forexamplein relation to appropriate initial capital levels.

Third Country Branches
1.13. The Central Bank may apply specificapproaches proposed in this CP mutatis mutandis to
Irish branches of non-EEA credit institutions (‘third country branches’) authorised

pursuantto section 9A(2) of the Central Bank Act 1971.%7

EU Legal and Regulatory Framework

1.14. Many of the O&Ds in the CRD Regulations and CRR are supplemented by additional
provisions orstandards. These include delegated regulations adopted by the European

Commission,*® most of which are based on technical standards (ITS/RTS)*° developed by

14 Regulation (EU) 2016/445 of the European Central Bank of 14 March 2016 on the exercise of options
anddiscretions availablein Unionlaw (ECB/2016/4) OJ L 78, 24.3.2016, pp. 60-73.

15 ECB Guide on options and discretions availablein Union law, consolidated version, November 2016.
16 Article 150 of the SSMFR.

17 For further information on the Central Bank’s general approach with respect to oversight of third
country branches of creditinstitutions see Central Bank, Policy Statement on the Authorisation of
Branches of Non-EEA Credit Institutions under Section 9A of the Central Bank Act 1971 (May 2016).

18 Delegated or implementing regulations under 290/291 TFEU and the relevant provision of CRD IV or
CRR (e.g. Article 456 CRR).

19 Under Article 10/Article 15 of Regulation (EU) No 1093/2010 of the European Parliamentand of the
Council of 24 November 2010 establishinga European Supervisory Authority (European Banking
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the European Supervisory Authorities (ESAs),?° primarilythe European Banking Authority

(EBA). These measures are directly legally binding on all relevant entities.

1.15. The EBA also issues Guidelines and Recommendations, some of which relate to O&Ds,
and maintains aSingle Rulebook Q&A tool tofacilitate the consistent application of CRD
IV and CRR across the EU. All relevant entities should comply with such Guidelines,
Recommendations and Q&As as applicable, unless the Central Bank formally advises

otherwise.

The Central Bank’s General Approach

1.16. While the Central Bank is competent to exercise O&Ds for LSIs and MiFID firms, the
Central Bank’s approaches will nonetheless be influenced by ECB harmonisation
measures applicable across the participating SSM Member States. In this regard, the ECB
has issued alegally binding ECB Guideline?! which outlines how the NCAs, including the
Central Bank, must exercise certain O&Ds of ‘general application’ for LSls. The ECB has
also issued an ECB Recommendation?? which provides guidance to the NCAs, including
the Central Bank, in terms of how certain ‘case-by-case’ O&Ds should be exercised for

LSIs.

1.17.The Central Bank will exercise the O&Ds encompassed by the ECB LS| Guideline
consistently with that Guideline. Except for the O&Ds referred to in point (a) of
paragraph 1.18, the Central Bank is also minded to exercise the O&Ds encompassed by
the ECB LSI Recommendation consistently with the specifications/conditionality in that

Recommendation.

Authority) amending Decision No 716/2009/EC and repealing Commission Decision 2009/78/EC [2010]
OJL 331.

20 European Banking Authority (EBA), European Securities and Markets Authority (ESMA) a nd European
Insuranceand Occupational Pensions Authority (EIOPA).

21 Guideline (EU) 2017/697 of the European Central Bank of 4 April 2017 on the exercise of options and
discretions availablein Union law by national competent authorities inrelationtoless significant
institutions (ECB/2017/9).

22 Recommendation of the European Central Bank of 4 April 2017 on common specifications for the
exercise of some options and discretions availablein Union law by national competent authoritiesin
relation to less significantinstitutions (ECB/2017/10).
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1.18. The Central Bankis addressing certain O&Ds inthe subsequentsectionsandannexes of

this CP on the basis that:

(a)

(b)

(c)

(d)

(e)

(f)

The Central Bank is minded to maintain a different policy approach than the ECB
on the basis of applicable national requirements and/or national policy
considerations (i.e. for Regulations 64(11) and 76(2)(e) of the CRD Regulations);
The ECB has not addressed an O&D because the relevant power is shared
betweenthe ECBandthe NDAs, e.g. macroprudential O&Ds;

The ECB has not yet addressed an O&D, but is expected to do so in due course,
and the Central Bank deems it warranted to addressitinthe interim (e.g. Article
400(2)(c) CRR);

The ECB has notyetarticulated its final policy position/approachonan O&D and
the Central Bank deems it warranted to address it in the interim (e.g. Article
124(2) CRR);

While the Central Bank is exercising an O&D consistently with the ECB, the
Central Bank deems it appropriate to specify a procedural matter (e.g. Article 9
CRR);

Some O&Ds are MiFID firm-specific.

Applications for Case-by-Case O&Ds

1.19. Where an option or discretion will be exercised on a case-by-case basis, the onus is on

relevant entities to apply for it. Each relevant entity should also reapply for the

continued application of discretions and options on a case-by-case basis where the

associated conditions attached to the exercise of them have changed. Relevant entities

must apply separately foreach of these, which can be achieved by way of itemisingeach

discretion oroption sought onthe same application to the Central Bank.
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2 Transitional Arrangements

2.1. Thissectionoutlinesthe Central Bank’s proposed approaches towards certain O&Ds with

transitional elements.

Capital Buffers

2.2. As stated above, O&Ds with respect to macroprudential measures under CRR and the
capital buffers provisionsin the CRD Regulations are shared competences with the ECB.?3
For furtherinformation onthe Central Bank’s perspectivesin thisareagenerally, please

consultthe Central Bank’s Macroprudential Policy Framework.?*

Capital Conservation and Countercyclical Capital Buffers

2.3. The standard transitional period for the introduction of the mandatory capital
conservation buffer (CCB), as well as the countercyclical capital buffer (CCyB), which
commenced on 1 January 2016, applies, in accordance with Regulation 119 of the CRD

Regulations.

Global and Other Systemically | mportant I nstitution Buffers

2.4. Global systemically important institution (‘G-SIlI’) buffer requirements can be
incrementally introduced for identified G-Slls, in accordance with the phase-in period
stipulated in Regulation 123(15) of the CRD Regulations. The calibration and application
of G-Sll buffer requirements is subject to EBA technical standards developed under

Article 131(18) of CRD IV and adopted by the European Commission.?

2.5. Regulation 123 of the CRD Regulations also provides that a capital buffer requirement
may be applied to identified ‘other systemically important institutions’ (‘O-SllIs’), as
definedin Regulations 121 and 122 of the CRD Regulations. EBA Guidelines under Article

131(3) of CRD IV were issued in December 2014 to assist designated authoritiesin

23 See, e.g. Recital 24, Recital 34 and Article 5 of SSMR.

24 https://www.centralbank.ie/financial-system/financial-stability/macro-prudential-policy

25 Commission Delegated Regulation (EU) No 1222/2014 of 8 October 2014 supplementing Directive
2013/36/EU of the European Parliamentand of the Council with regard to regulatory technical
standards for the specification of the methodology for the identification of global systemically
importantinstitutions and for the definition of subcategories of global systemicallyimportant
institutions [2013]0JL330/17.

10
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identifying O-Slls on an annual basis.?® The Central Bank has exercised the discretion in

Regulation 123 and applied O-Sll buffers to identified institutions.?”

MIiFID Firm Capital Buffers

2.6. MIFID firm-specificaspects of the capital buffers provisions are addressed in Section 8.

Liguidity Requirements

2.7. Article 412(5) of CRR contains a Member State or competent authority discretion?® to
introduce a liquidity coverage requirement (LCR) of up to 100% ahead of the phase-in
schedule specified in Article 460 of CRR. The Central Bank is minded to continue
exercising this discretion, where appropriate, on a case-by-case basis. In addition,
Member States may maintain or introduce national provisions in the area of liquidity
requirements before binding minimum standards for the LCR are fully introduced. The
existingrequirements set outinthe Central Bank’s ‘Requirements forthe Management

of Liquidity Risk’ willremainin place under Article 412(5) of CRR until 1 January 2018.

2.8. Article 415(3)(b) of CRR contains a discretion for competent authorities to continue to
collectinformation through monitoring tools for existing national liquidity standards until
the LCR is fully introduced in accordance with Article 460 of CRR. The Central Bank is
minded to continue exercising the discretion in Article 415(3)(b) of CRR. Therefore,
existing liquidity regulatory reporting will continue under Article 415(3)(b) of CRR until 1
January 2018.

2.9. Article 413(3) of CRR allows Member States to maintain or introduce national

requirementsinthe areaof stable funding ahead of their specification and introduction

26 EBA, Guidelines on the criteria to determine the conditions of application of Article 131(3) of Directive
2013/36/EU (CRD) in relation to the assessment of other systemically important institutions (O-Slls)
(2014).

27 https://www.centralbank.ie/financial -system/financial-stability/macro-prudential-policy/other-
systemically-important-institutions-buffer

28 The Department of Finance confirmed in its press release on 31 March 2014 that a number of
Member State discretions were allocated to the Central Bank- http://www.finance.gov.ie/news-
centre/press-releases/regulations-give-effect-capital-requirements-directive-iv-crd-iv-signed

11
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in accordance with Article 510 of CRR. The Central Bank is not minded to introduce an
industry-wide net stablefunding requirement in advance of the specification of such a
requirement by the EU legislative bodies; however, it retains the powertoimpose stable

fundingrequirements onindividual relevant entities, where appropriate.

Large Exposures

2.10. The Department of Finance has not exercised the transitional Member State discretion in
Article 493(3) of CRR relating to certain large exposure exemptions. The Central Bank
will, pending any European Commission action specified in Article 507 of CRR, exercise
the competentauthority discretionsin Article 400(2)(a)-(b) and (d)-(k) of CRR; subject to
fulfilment of the criteriastipulatedin Article 400(3) of CRR, as furtherspecified inthe ECB
LSI Guideline.?

2.11. With respect to the intra-group large exposure waiver in Article 400(2)(c) of CRR
specifically, the Central Bank is minded to exercise that discretion on a prior approval
case-by-case basis for both LSIs and investment (MiFID) firms,3° where appropriate. The
Central Bank intends to also have regard to any ECB criteria in this area which may be

issuedin due course.3!

2.12. Where LSlsand/or systemicinvestment firms are seeking to encompass exposures to one
or more non-European Economic Area (EEA) counterparties within an intra-group large
exposure waiver, the Central Bank intends to have particular regard to at least the
following in determining whether the criteria in Article 400(3) of CRR are satisfactorily
met:

e  AnyECB criteriawhich may be developedin due course;*?
e Regulatory and supervisory equivalence of the jurisdictions where the relevant

group counterparty/counterparties are established;

29 Guideline (EU) 2017/697 of the European Central Bank of 4 April 2017 on the exercise of options and
discretions availablein Union law by national competent authorities inrelation toless significant
institutions (ECB/2017/9).

30 As defined in Article4(1)(2) CRR.

31 See ECB, ‘Relocatingto the Euro Area: How arelntra-Group Large Exposures Treated’
(https://www.bankingsupervision.europa.eu/banking/relocating/html/index.en.html ).

32 |bid.

12
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e The regulatory status of all of the group counterparties which the applicant is
seekingto encompass within the waiver;

e The existence and legal enforceability of any intra-group guarantees in favour of
the applicant with respecttothe proposed waiver;

e Anymaterial prudential and/or conduct related issues within the last 3 years which
have affected the applicantand/or the specificgroup counterparties proposed to
be encompassed by the waiver; and

e Demonstration of how the proposed waiver would be consistent with the

resolvability of the applicant.

2.13.For this purpose, and pending any EU legislation on foot on the November 2016
European Commission proposals to amend aspects of CRD IV and CRR,3? the Central Bank
intendsto deemaninvestment (MiFID)firm to be systemicifit:

° Has been, or will be, identified as a G-Sll or an O-Sll in accordance with Part 6,
Chapter4 of the CRD Regulations; and/or

° Forms part of a group which is a non-EU G-SlI, meaning a global systemically
important banking group (G-SIB) thatisincludedinthe list of G-SIBs published by
the Financial StabilityBoard, as regularly updated; and/or

° Is, or will be, designated as Higher Impact underthe Central Bank’s Probability Risk
and Impact System (PRISM); and/or

. Is, or will be, designated as ‘significant’ by the Central Bank in accordance with

Regulation 64(5) of the CRD Regulations.

2.14. For LSls already in receipt of a waiver under Article 400(2)(c) CRR encompassing third
country counterparties, the Central Bank intends to have regard to the factors in
paragraph 2.12. For any already-established investment (MiFID) firms which may be
designated as systemicin future by the Central Bankin accordance with the criteria set
out in paragraph 2.13: the Central Bank will expect such firms to re-apply for pre-existing
waivers they may have under Article 400(2)(c) CRR encompassing third country
counterparties within 2 months following their designation as systemic by the Central

Bank.

33 http://europa.eu/rapid/press-release MEMO-16-3840 en.htm

13
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3 Own Funds

3.1. This section sets out the Central Bank’s proposed policy with respect to the exercise of

certain competentauthority discretions in the area of own funds.

Pre-approval of Capital |nstruments

3.2. Competentauthorities are required to evaluate whetherissuances of CET1 instruments
meetthe criteriasetoutin Article 28 of CRR or, where applicable, Article 29 of CRR. With
respectto issuances after 28 June 2013, institutions shallclassify capital instruments as

CET1 instruments only after permissionis granted by the competentauthorities.

3.3. Recital 75 of CRR clarifies that competent authorities may also maintain pre-approval
processes regarding contracts governing Additional Tier 1and Tier 2 capital instruments,
with such capital instruments only recognisable by the institution as Additional Tier 1

capital or Tier 2 capital once they have successfully completed these approval processes.

3.4. The Central Bank requires all new capital instruments, including any associated
arrangements, to have receivedits prior permission beforethey may beincludedin own
funds. In cases other thanthe issuance of ordinary shares, includingamendment of the
effectiveterms and conditions of own funds instruments, the Central Bank will require
30 days’ notice, starting from the point at which all necessary information has been

provided to the Central Bank.

3.5. ‘Necessary information’ shall comprise a full description of the proposed issuance. For
proposed issuances of CET1, other than common shares, and AT1 instruments, the
necessary information shall also be accompanied by a legal confirmation addressed to
the Central Bank from an external advisor of sufficient standing and experience in the
area of financial services law. That confirmation must unequivocally state that the
institutionis entitled to recognise the proposedissuewithinthe relevanttier of capital
because itand its associated arrangements meet the applicable eligibility crite ria under
CRR. The legal confirmation shalltake relevant technical standardsintoaccount and, in
particular, should treat pertinent EBA outputs (e.g. Guidelines, Recommendations and

Q&As) as if they were binding.

14
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3.6. In the cases of Tier 2 instruments, legal opinion from the issuing bank’s internal legal
advisors shall generally suffice. The issuing bank shall generally be required by the
Central Bank to supply an external accounting opinion and Office of the Revenue
Commissioners’ confirmation of the applicable tax treatment of the instrument in the
case of AT1 submissions. Such opinion and confirmation may also be sought from the

issuing bankin cases of otherown fundsissuances.

Initial Capital Requirements on Going Concern Basis

3.10 Article 93(6) of CRR allows the Central Bank to prohibit certain institutions from having a
level of own funds which falls below theirinitial capital requirement. The Central Bank is

minded to continue exercising this discretion on a case-by-case basis.

15
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4 Credit Risk — Standardised Approach

4.1. This section highlights the Central Bank’s proposed policies in relation to certain

discretions arising under the Standardised Approach to credit risk.

Exposures to Residential Property

4.2. Unless otherwise decided by competent authoritiesin accordance with Article 124(2) of
CRR on financial stability grounds, Article 125 of CRR appliesa35 percent risk weighting
to loans fully and completely secured on residential property, subject to fulfilment of
certain criteria. Where the relevant criteria are not met, a 100 per cent risk weighting

applies.

4.3. The Central Bank is minded to continue availing of the discretion underArticle 124(2) of
CRR to set stricter criteria in this area. Accordingly, the Central Bank proposes to
continue to permit a 35 per cent risk weighting for such exposures but only where the
loan-to-value (LTV) at market value does not exceed 75 per cent and the residential
property is owner-occupied and the other specified conditions in Article 125 CRR are

met.

4.4, Any amount above 75 per cent LTV or exposure to a mortgage secured by residential
property not meeting the conditions of Article 125 of CRR may attract a 75 per cent risk
weighting. Thisis provided that the exposure meets certain conditions. These conditions
include:

e that the relevant amount of the exposure does not exceed 1 million Euro in
combination with all other owed amounts of exposures to the obligor or group of
connected obligors (but not taking account of exposures actually treated as secured
on real estate property); and

e thatitsatisfiesthe definition of ‘retailexposure class’ under Article 123 CRR.
4.5. A 75 per cent risk weighting may be assigned to exposures to mortgages secured by

residentialinvestment properties if the exposure meets the definition of retail exposure

underArticle 123 of CRR. Otherwise a 100 percent risk weight shall apply.
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4.6. The Central Bank will consult with EBA on its proposed approach with respect to risk
weighting forexposures secured by residential property, as required by Article 124(2) of
CRR. It should also be noted that, as per Article 124(4) of CRR, this may be subject to a
future European Commission delegated regulation on ‘financial stability considerations’.
Furthermore, the Central Bank will have regard to any future methodology which may be

developed bythe ECBin thisarea, as referencedin the ECB Guide forSls.3*

Exposures to Commercial Property

4.7. Unless otherwise decided by competent authorities on financial stability grounds in
accordance with Article 124(2) of CRR, Article 126 of CRR applies a 50 per cent risk
weightingtoloansfully and completely secured on commercial property, subject to the

fulfilment of specificcriteria. Otherwise arisk weight of 100 per centapplies.

4.8. The Central Bank isminded to continue availing of the discretion under Article 124(2) of
CRR to set a higher risk weighting in this area. Therefore, the Central Bank proposes to
continue with its policy requiring 100 per cent risk weighting for such exposures as a

matterof course.

4.9. The Central Bank will consult with EBA on the continuance of its current approach with
respectto risk weighting forexposures secured by commercial property, asrequired by
Article 124(2) of CRR. It should also be noted that, as per Article 124(4) of CRR, this may
be subjectto a future European Commission delegated regulation on ‘financial stability
considerations’. Furthermore, the Central Bank will have regard to any future
methodology which may be developed by the ECBinthis area, as referenced in the ECB
Guide forSls.3®

34 ECB Guide on options and discretions availablein Union law, consolidated version, November 2016.
35 |bid.
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5 Liquidity
5.1. This section specifies the Central Bank’s proposed approaches in relation to certain

liquiditydiscretions.

Outflow Rate Assessments

5.2. Article 23 of the LCR Regulation contains a competent authority discretion to set the
outflow rate on liquidity outflows not captured in Articles 422, 423 and 424 of
CRR/Articles 27-31 of the LCR Regulation.

5.3. The Central Bank is minded to set these rates on a case-by-case basis. Relevant entities
shall assess the liquidity outflows in accordance with Article 23 of the LCR Regulation and
report to the Central Bank not less than annually, by 30" September each year, those
products and services for which the likelihood and potential volume of the liquidity

outflows referredtoin Article 23 of the LCR Regulation are material.

Level 2B Assets

5.4. Credit institutions that in accordance with their statutes of incorporation are unable for
reasons of religious observance to hold interest-bearing assets may include corporate
debtsecuritiesaslevel 2B liquid assets in accordance with all of the conditions specified

inArticle 12(1)(b), including points (ii) and (iii), of the LCR Regulation.

5.5. For credit institutions referred to above, upon application on a case-by-case basis, the
Central Bankis mindedto allow an exemption from Article 12(1)(b)(ii) and (iii) of the LCR
Regulation, where it deems that the conditions specified in Article 12(3) of the LCR

Regulation are met.
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6 Corporate Governance

6.1. Thissection specifies the Central Bank’s proposed exercise of discretions arising within
the sphere of corporate governance in the CRD Regulations;® as well as the interplay
between thesediscretions and the Central Bank’s Corporate Governance Code for Credit

Institutions (‘the 2015 Code’).

Requirements on institutions deemed CRD |V Significant

6.2. The CRD Regulations introduce a number of corporate governance requirements for
institutions which are significant in terms of their size, internal organisation and the
nature, scope and complexity of their activities, hereafter referred to as ‘CRD IV
significant institutions’. These requirements®’ relating to the composition of the risk,
nomination and remuneration committees of CRD IV significant institutions and to the
number of directorships permitted to be held by directors of such institutions are similar,

though not identical, to those outlined in the 2015 Code.

6.3. The Central Bank’s positionis thatthe requirements of the 2015 Code in these cases (as
they apply to CRD IV significant institutions) shall be substituted by the relevant
provisions of the CRD Regulations as set out above. For clarity, the 2015 Code contains
an appendix3® which clearly identifies which requirements CRD IV significantinstitutions
shall comply with in these instances. The Central Bank or the ECB, as applicable, will

notify institutions from time-to-time of their status as CRD IV significant institutions.

Discretions available to the Competent Authority

6.4. Thisparagraph outlinesthe discretions available to the competentauthority in relation
to the corporate governance requirementsin the CRD Regulations and how the Central

Bank intends to exercisethese discretions.

36 |nvestment (MiFID)firms arealso advised to refer to section 8.

37 Set out in Regulations 64(6),76(3), 79(7) and 83(1) of the CRD Regulations.

38Appendix 2: Additional obligations on credit institutions which are deemed significant for the
purposes of CRD IV.
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Combined Risk-Audit Committee for Institutions not considered CRD

IV Significant

6.5. Regulation 64(6) of the CRD Regulations requires that CRD IV significant institutions
establish a risk committee. Regulation 64(11) of the CRD Regulations contains a
discretion to the effect that the Central Bank may require an institution which is not
considered CRD IV significantto establish arisk committee but may alsopermit such an
institution to combine that risk committee with the audit committee. The Central Bank
affirms the importance it attaches to the establishment of separate audit and risk
committeesandthereforeis not minded to exercisethe discretiontopermit combined
risk-audit committees for creditinstitutions. This approachisreflectedin section 19.13%°

of the 2015 Code.

The Chairman and Chief Executive Officer Roles

6.6. Regulation 76(2)(e) of the CRD Regulations prohibits the chairman of a management
body from holding the position of the chief executive officer simultaneously within the
same institution, unless such an arrangement can be justified by the institution and
authorised by the competent authority. The Central Bank affirms the importance it
attachesto the segregation of these tworoles within aninstitutioninthe prevention of
potential conflicts of interestand therefore is not minded to exercise this discretion for

creditinstitutions. Thisapproachis reflected in section 8.6%° of the 2015 Code.

39 Section 19.1 states ‘Subject to paragraph 19.2 below, the board shall establish, at a minimum, both
an audit committee and a risk committee. Where the board comprises only 5 members, the full board,
includingtheChairman andthe CEO, may act as the auditcommittee and/or the risk committee.

40 Section 8.6 states ‘The roles of Chairman and Chief Executive Officer shall beseparate’.
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7 Pillar 3 - Requirements applicable to Subsidiaries

7.1. The Central Bank considersthata subsidiary that represents 5% or more of group assets
and/or has market share in any sector or group of connected sectors, which is greater

than or equal to 20%, constitutesasignificant subsidiary forthe purposes of Article 13 of

CRR.
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'Y F )

8 ‘MIFID’ Firms

8.1. Thissectionisrelevantforfirmsauthorised underthe European Communities (Markets
in Financial Instruments) Regulations 2007%* (‘MiFID firms’). It is not relevant for credit
institutions. The section provides information on the impact of certain provisions of the

CRD Regulations and CRR on MiFID firms and in particular specifies the Central Bank

proposed approaches towards anumber of O&Ds that are relevantfor MiFID firms.

8.2. Unless noted differently inthis section, the preceding sections of this CP are also relevant
for those MiFID firms that are captured underthe definition of ‘investment firm’ in point
2 of Article 4(1) CRR and the term ‘investment firm’ used hereafter in this section (and

throughout the othersections of the CP) will explicitly denote these firms.

Scope of the CRD Regulations and CRR for MiFID firms

8.3. Point2 of Article 4(1) CRR refers to Directive 2004/39/EC (MiFID)*? as a starting point for

the definition of ‘investment firm’ for CRR and the CRD Regulations and then excludes
credit institutions®® and local firms* from the definition under points 2(a) and 2(b)

respectively of Article 4(1). Point 2(c) of Article 4(1) then further excludes MiFID firms

that:
° are notauthorised to hold client money,
° are not authorised to provide the MIFID ancillary service of safekeeping and

administration, and
° are only authorised for a combination of the MiFID investment services and
activities of reception and transmission of orders, execution of orders on behalf of
clients, portfolio management andinvestment advice
from the definition of investment firm and therefore from the full scope of the CRD
Regulations and CRR (hereafterthesefirms are referred to as the ‘CRD exemptfirms’). It
should be noted that all three criteria under point 2(c) of Article 4(1) must be metforthe

exclusion toapply. The CRD exempt firms are still captured by anumber of provisions of

415,60 of 2007,as may be updated or amended from time-to-time.

42 Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on markets in
financialinstruments amending Council Directives 85/611/EECand 93/6/EEC and Directive2000/12/EC
of the European Parliamentand of the Council and repealing Council Directive 93/22/EEC.

43 As defined in point1 of Article4(1) of CRR.

44 As defined in point4 of Article4(1) of CRR.
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CRR and the CRD Regulations, as noted below, and there is also a competent authority
discretion in relation to the prudential treatment of a sub-set of these firms for which

the Central Bank’s treatmentis set out below.

8.4. The CRD exempt firms are subject to Regulation 29 of the CRD Regulations which
requiresthese firmsto hold initial capital of €50,000 or to have a certainspecified level
of professional indemnity insurance orto hold a combination of both. The €50,000 initial
capital must comprise one or more of the itemsreferredtoin points (a)to (e) of Article

26(1) CRR* -it mustbe made up of CET1 capital as defined under CRR.

8.5. There is a competent authority discretion set out in Article 95(2) of CRRin relation to a
sub-set of the CRD exempt firms —those that are authorised to execute orders on behalf
of clients and/or conduct portfolio management. Hereafter this sub-set of the CRD
exemptfirms willbe referred to asthe ‘CRD exempt FORfirms’. The competentauthority
discretion in Article 95(2) of CRR allows competent authorities to set the own fund
requirements for the CRD exempt FOR firms as those that would be binding on these
firms accordingto the national transposition measuresin force on 31 December 2013 for
Directives 2006/48/EC and 2006/49/EC. The Central Bank is minded to continue
exercising this discretion, in effect meaning that the Pillar 1binding capital requirements
and Pillar 2 Internal Capital Adequacy Assessment Process (hereafter ‘ICAAP’) and the
Supervisory Review and Evaluation Process (hereafter ‘SREP’) applicable as at 31
December 2013 continue to apply to the CRD exempt FOR firms on both an individual

and consolidated basis as applicable.

8.6. The Central Bank may revisitthe decision to exercise the discretionin Article 95(2) of CRR
in the event of any future EU legislative amendments to the prudential regime for

investment firms.

8.7. The CRD exempt FOR firms are also subject to the initial capital provision set out in
Regulation 29 of the CRD Regulations and will have to ensure that their initial capital
requirement of €50,000 is metwith CET1 capital as definedin points (a) to (e) of Article
26(1) of CRR.

45 Article4(51) of CRR and Regulation 26(1) of the CRD Regulations.
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Liquidity Requirements

8.8. Article 6(4) of CRR requires investment firms that are authorised to provide the MiFID
investment services and activities of ‘dealing on own account’ and/or ‘underwriting of
financial instruments and/or placing of financial instruments on a firm commitment

basis’to comply with the obligations laid down in Part Six of CRR on an individual basis.

8.9. Article 11(3) of CRR requires EU parentinstitutions*® and institutions controlled byan EU
parentfinancial holding company*” oran EU parent mixed financial holding company*® to
comply with the liquidity reportingand funding requirements laiddownin Part Six on a
consolidated basis if the group comprises one or more creditinstitutionsorinvestment
firms that are authorised to provide the MiFID investment services and activities of
‘dealing on own account’ and/or ‘underwriting of financial instruments and/or placing of

financial instruments on a firm commitment basis’.

8.10. Pending any future EU legislative amendments to the prudential regime forinvestment
firms, Article 6(4) of CRR gives competent authorities the discretion to exempt
investment firms from compliance with the liquidity reporting and funding requirements
laid down in Part Six of CRR. Similarly, Article 11(3) of CRR affords competentauthorities
discretion to exempt investment firms from the obligation to comply with the
requirements laid down in Part Six of CRR on a consolidated basis provided therelevant

group comprisesonlyinvestment firms.

8.11. The Central Bank is minded to continue exercising these two discretions forinvestment
firms not designated as ‘systemic’ in accordance with the criteriaset outin section 2 of
this CP. However it should be noted that if, at any stage, the Central Bank considers it
necessary fora particularinvestment firm or category of investment firms to comply with
the liquidity reporting and funding requirements in CRR due to the potential impact a
firmfailure could have on the Irish financial system, the Central Bank may withdraw the
exemption fromthese requirements for thatinvestment firm or category ofinvestment

firms.

46 Article4(29) of CRR.
47 Article4(31) of CRR.
48 Article4(33) of CRR.
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8.12. Systemicinvestment firms wishing to avail of either or both of the waiversin Articles 6(4)
and 11(3) of CRR mustsubmita priorapplication tothe Central Bank. The Central Bank is
minded to exercise these waivers for such firms, where deemed appropriate, on a case-
by-case basis only. For any already-established investment firms which may be
designated as systemicin future by the Central Bankinaccordance withthe criteria set
out insection 2 of this CP:the Central Bank will expect such investment firmstore-apply
for any pre-existing waivers they may have under Article 6(4) and/or 11(3) CRR within 2

months following their designation as systemicby the Central Bank.

Until the European Commission reports on an appropriate prudential liquidity regime for
investmentfirms, the Central Bank willcontinueto monitorthe liquidity position of Irish
investment firms through the Monthly Metrics Report*® and through the Pillar2 SREP as

well as through full risk assessments of firms.

Capital Buffers

8.13.The CRD Regulations introduce a number of capital buffers including the capital
conservation buffer (‘CCB’) and the countercyclical buffer (‘CCyB’). The requirements for
institutionsto hold these two buffers are set outin Regulations 117 and 118 of the CRD
Regulations respectively. These requirements apply to investment firms that are
authorised to provide the MiFID investment services and activities of ‘dealing on own
account’ and/or ‘underwriting of financial instruments and/or placing of financial

instrumentson afirm commitmentbasis’.>°

8.14. Regulation 120 of the CRD Regulations provides that the Central Bank has discretion to
exempt small and medium-sized investment firms, providing the above services, from
the requirement to hold, respectively, a CCB and a CCyB provided such an exemption
doesnotthreaten the stability of the financial system of the State. The investmentfirms

must be categorised as small ormedium-sized in accordance with Commission

49 Details of the Monthly Metrics Report areavailableon the Central Bank’s website:
http://www.centralbank.ie/regulation/industry-sectors/investment-firms/mifid-
firms/Pages/reporting.aspx

50 Regulation 116 of the CRD Regulations.
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Recommendation 2003/361/EC of 6 May 2003. Following consultation CP81/2014,%! the

Central Bankis not minded to exercise thesediscretions.

Leverage Ratio

8.15. Leverage requirements only apply to certaininvestment firms as follows. Article 6(5) of
CRR appliesthese requirements to investment firms that do not use the fixed overhead
requirement (hereafter ‘FOR’) as part of their Pillar 1 capital requirements calculation®?
on an individual basis. Article 11 of CRR applies the leverage ratio and reporting
requirements on a consolidated basis to parentinstitutionsinaMember State®* and to
institutions controlled by a parent financial holding company in a Member State>* or a
parent mixed financial holding company in a Member State .>> Therefore any investment
firms captured by these definitions are captured by the leverage requirements on a
consolidated basis. However Article 16 of CRR provides a derogation to this rule and
allows that where all entitiesin agroup of investment firms are investment firms that are
exempt from the application of the leverage requirements on an individual basis, the
parent investment firm may choose not to apply the requirements on a consolidated

basis.

Fixed Overhead Requirement

8.16. Investment firms that fall within one of the categories setoutin Article 95(1) or 96(1) of
CRR and therefore use the FOR as part of their Pillar 1 capital requirements calculation
should note that Article 97 of CRR mandates the EBA, in consultation with ESMA, to
develop draft RTS to specify the calculation of the FORin greater detail. Investment firms
are therefore required to use the calculation of the FOR set out in the European
Commission delegated regulation giving effect to that EBA RTS.>® The CRD exempt FOR
firms should also use the calculation of the FOR as set out in that European Commission

delegated regulation.

51 Central Bank, Consultation Paper 81/2014: Discretion for exemption from capital buffers for SME
investment firms from CRD IV/CRR (2014).

52 The leverage requirements apply to investment firms other than investment firms that fall within one
of the categories set outinArticle95(1) or 96(1) of CRR.

53 Article4(28) of CRR.

54 Article4(30) of CRR.

55 Article4(32) of CRR.

56 Commission Delegated Regulation (EU) 2015/488 of 4 September 2014 amending Delegated
Regulation (EU) No 241/2014 as regards own funds requirements for firms based on fixed overheads.
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Initial Capital Requirements on Going Concern Basis

8.17. Regulations 26to 31 of the CRD Regulations set out requirements for the initial capital of

the relevant MiFID firms. Regulation 31 sets out certain grandfathering provisions in

relation to initial capital levels. Paragraph 6 of Regulation 31 of the CRD Regulations

allows the Central Bank to dis-apply these grandfathering provisionsinorder to ensure

the solvency of the relevant firms. The Central Bank is minded to continue exercising this

discretionforall relevant MiFID firms.

Corporate Governance

8.18. Section 6 above refers toa number of corporate governance provisionsand competent

authority discretions. The Central Bank’s approach to the application of two of these

discretionsis:

Regulation 64(11) of the CRD Regulations provides that the Central Bank may allow
an institution which is not considered as CRD IV significant to combine its risk
committee with its audit committee. The Central Bank is not exercising this
discretion for creditinstitutionsinlreland. Pending communication of the Central
Bank’s position following Consultation Paper94/2015°” indue course, the Central
Bank is minded to continue exercising this discretion on a case-by-case basis for

investment firms.

Regulation 76(2)(e) of the CRD Regulations prohibits the chairman of the
management body from exercising simultaneously the role of chief executive
officer within the same institution, unless justified by the institution and authorised
by the Central Bank. The Central Bank affirms the importance it attaches to the
separateness of the roles of chairman and chief executive officerand as a general
rule the Central Bankis not minded to exercise this discretion forinvestment firms.
The Central Bank reserves the right to exercise this discretion for low-impact
investment firms that do not hold client funds. However, approval for such an

exemption willbe assessed on application and on a case-by-case basis only.

57 Central Bank, Consultation on Corporate Governance Requirements for Investment Firms (May 2015).
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Reporting Requirements

8.20. Existing capital reporting requirements will continueto apply forthe CRD exempt firms
and CRD exempt FOR firms. In this regard, the CRD exempt FOR firms are required to
submit capital returns onthe COREP templatesin place as at 31 December2013°® at the
same level (individual/consolidated) and frequency as applied to these firms at 31
December 2013. However, the remittance dates forthese COREP returns will be aligned

to the remittance dates required forinvestment firms’ capital returnsunder CRR.>®

8.21. Reporting requirements will apply to investment firms captured in scope of the CRD
Regulations and CRR. The full suite of reporting requirements applicable to an
investmentfirm will depend on whetheritis capturedinscope of certain requirements
inthe CRD Regulations and CRR. The EBA has developed technical standards to specifyin
detail the reporting requirements that apply toinstitutions and specifically to investment
firms. More information is available on these detailed reporting requirements on the

EBA’s website.®°

58 For details of these COREP templates see the Central Bank’s website at the followinglink:
http://www.centralbank.ie/regulation/industry-sectors/investment-firms/mifid-
firms/Pages/reporting.aspx

59 The remittance dates required for investment firms’ capital returns under CRR are specified in the
relevant European Commission delegated regulation:
http://www.eba.europa.eu/regulation-and-policy/supervisory-reporting

60 http://www.eba.europa.eu/regulation-and-policy/supervisory-reporting
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Annex 1 — Competent Authority O&Ds in the CRD Regulations
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Directive/S.l. Text of CRD IV Article Text of Transposing Provision Area Nature Comment
reference
- Article12(4) Member States may grant 9E. (1) Subject to subsection (3), Requirements Case-by- Without prejudiceto ECB
authorisation to particular categories | the Bank shall notgrantalicence for Access to Case competences inthis area, the Central

- Regulation 154

(inserting Section
9E to the Central

Bank Act 1971)

- Regulation 156
(inserting Section
17B to the Building
Societies Act 1989)

(Initial Capital)

of credit institutions theinitial capital
of whichis less thanthat specifiedin
paragraph 1, subjectto the following
conditions:

(a) the initial capitalisnoless than
EUR 1 million;

(b) the Member States concerned
notify the Commission and EBA of

their reasons for exercisingthat
option.

unless the applicantholds
separateown funds, or has an
initial capital, of atleast
€5,000,000.

(2) Initial capital shall comprise
only one or more of the items
referred to in Article26(1)(a) to
(e) of the Capital Requirements

Regulation.

(3) The Bank may grantalicence
to particular categories of credit
institutions theinitial capital of
whichis less than€5,000,000,
subjectto the following
conditions:

(a) the applicanthas aninitial
capital ofatleast€1,000,000;

(b) the Bank notifies the
European Commissionand the
European

Banking Authority of its reasons
for exercisingthatoption.

17B.(1) Subject to subsection (3),
the Central Bank shall notgrant
anauthorisation unlessthe
society holds separate own funds

the Activity of
Credit
Institutions

Bank is minded to recommend to the
ECB, where appropriateona case-by-
casebasis,indraftauthorisation
decisions thatitexercisethis
discretion on proportionality grounds
for building societies which would be
LSIs ifauthorised.
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Directive/S.l.
reference

Text of CRD IV Article

Text of Transposing Provision

Area

Nature

Comment

or has aninitial capital of atleast
€5,000,000.

(2) Initial capital shall comprise
only one or more of the items
referred to in Article26(1)(a) to
(e) of Regulation (EU) No.
575/2013 of the European
Parliamentand of the Council of
26 June 2013.

(3) The Central Bank may grant
anauthorisationto particular
categories of building society the
initial capital of whichis less than
€5,000,000, subjectto the
following conditions:

(a)the applicanthas aninitial
capital ofatleast€1,000,000;
(b) the Central Bank notifies the
Commissionand European
Banking Authority of its reasons
for exercisingthatoption.

- Article29(2)
- Regulation 27(4)

(Initial capital of
particulartypes of
investment firms)

2. The competent authorities may
allowaninvestment firmwhich
executes investors' orders for
financialinstruments to hold such
instruments for its own accountif
the following conditions are met:

(a)such positions ariseonlyas a
resultof the firm's failureto match
investors' orders precisely;

(4) The Bank may allowan
investment firm which executes
investors' orders for financial
instruments to hold such
instruments for its own account
where the following conditions
are met:

(a) such positions ariseonlyas a
resultof the firm's failureto

Investment
Firms

Case-by-
Case

Pending any future developments with

respect to the EU prudential regime

for investment firms, the Central Bank

is minded to continue exercisingthis

discretion ona case-by-casebasis

subjectto prior written approval from

the Central Bank.
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Directive/S.l. Text of CRD IV Article Text of Transposing Provision Area Nature Comment
reference
(b) the total market valueof all such | match investors'orders precisely;
positionsissubjecttoa ceilingof15 | (p) the total market valueof all
% of the firm's initial capital; such positions issubjecttoa
(c) the firm meets the requirements maximum holdingof 15 per cent
setout inArticles 92 to 95 and Part of the firm's initial capital;
Four of Regulation (EU) No (c) the firm meets the
575/2013; requirements inArticles 92 to 95,
(d) such positions areincidentaland | andPart4, of the Capital
provisional in natureand strictly Requirements Regulation;
limited to the time required to carry | (4) such positions areincidental
out the transactionin question. and provisionalin natureand
strictly limited to the time
required to carry out the relevant
transaction.
- Article32(5) Where competent authorities consider | Where the Bank considers it Investment General or | Pending any future developments with
- Regulation 31(6) itnecessary, inorderto ensur.ethe necessary to ensure the solvency Firms Case-by- respect to the EU prudential regime
(Grandfathering solvencyofsuchinvestmentfirmsand | of firms referred to in paragraph Case for investment firms, the Central Bank
provision) firms, thattherequirementssetoutin | (1) that such firms should have is minded to continue exercising this
paragraph 4 aremet, paragraphs1,2 | own funds of not less than the discretion for all relevantinvestment
them in Regulations 26(2), 27(1) Regulation 28 of the CRD Regulations.
or (2), or 28, paragraphs (1) to (5)
shall notapply.
- Article40 The competent authorities of the (1) The Bank may require that Branches/ General The Central Bankis minded to exercise
- Regulation 39 host Member States may require creditinstitutions establishedin Home-Host this discretionifand when deemed

(Reporting
Requirements)

thatall creditinstitutions having
branches within their territories shall
report to them periodically on their
activities inthose host Member

another Member State, having
branches within the State, report
to them periodically on their
activities intheState including,in
particular, requiringsuch

appropriate.
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Directive/S.l. Text of CRD IV Article Text of Transposing Provision Area Nature Comment
reference
States. information to allowthe Bank to
Such reports shall only berequired assess wheth.er.a branch is-
for information or statistical significant within the meaning of
purposes, for the application of Regulation 47(1).
Article51(1), or for supervisory (2) Where informationis required
purposes inaccordancewith this of a creditinstitution under
Chapter. They shall besubjectto paragraph (1),the institution
professional secrecy requirements at | shall complywith such
leastequivalentto those referred to requirement—
inArticle53(1). (a)annually, or
The competent authoriti es ofthe (b) within such period as may be
host Member States may in specified by the Bankinits
particularrequireinformation from request.
the creditinstitutions referredto in . .
) ) (3) Information, referred to in
the firstsubparagraphinorder to .
o paragraph (1), required of a
allowthosecompetent authorities to R
L creditinstitutionshallonly be
assess whether a branchis significant required for—
inaccordancewith Article51(1). q
(a)information or statistical
purposes,
(b) the application of Regulation
47(1), or
(c) supervisory purposes in
accordance with this Chapter.
- Article76(3) Competent authorities mayallowan | (11) Where an institutionis not Corporate General or Pending communication of the Central
- Regulation 64(11) institution whichis notconsidered designated as significantunder Governance Case-by- Bank’s position following Consultation
significantas referred to in the first Regulation 64(5), the Bank may, Case Paper 94/2015 indue course, the

and(12)
(Treatment of

subparagraph to combine the risk
committee with the auditcommittee

takinginto accountthe nature,
scaleand complexity of the risks

Central Bank is minded to continue

exercisingthis discretion on a case-by-
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risks)

asreferred toinArticle41 of
Directive 2006/43/EC. Members of
the combined committee shall have
the knowledge, skillsand expertise
required for the risk committee and
for the audit committee.

inherentin the business model,
require aninstitutionto establish
ariskcommittee and may allow
this committee to be combined
with the auditcommittee
(“combined committee”), as
referred to in Article41 of
Directive 2006/43/EC.

(12) Institutions shall ensurethat
the members of—

(a) a risk committee established
and maintained pursuantto, or

(b) a combined committee,
referred toin,

paragraph (11),shall havethe
knowledge, skillsand expertise
required for the risk committee
or, inthe caseof a combined
committee, forthe risk
committee and the audit
committee.

casebasis forinvestment firms only.

Inthe caseof creditinstitutions, the
Central Bank is not minded to exercise
this discretion.

See section 6 of this CP for further
information.

- Article88(1)(e)

- Regulation
76(2)(e)

(Governance
arrangements)

the chairman of the management
body inits supervisory function ofan
institution mustnot exercise
simultaneouslythefunctions of a
chief executive officer within the
same institution, unless justified by
the institution and authorised by
competent authorities.

the chairman of the management
body, inits supervisory function
of an institution, shall not
exercisesimultaneously the
functions of a chief executive
officer within the same
institution, unless justified by the
institution and authorised by the

Corporate
Governance

Case-by-
Case

The Central Bank affirms the
importance itattaches to the
maintenance of separateroles for the
chairman and chief executive officer
andis not minded to exercisethis
discretion, with the exception of a low-
impactinvestment firm which does

not hold clientfunds and which makes
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Bank. a caseto the Central Bank. This will be
assessed onapplicationandona case-
by-casebasis.
- Article109(1) Competent authorities shallrequire Institutions shall meet the Level of Case-by- See comment on Article7 CRR.
- Regulation 97(1) institutions to meet the obligations | obligations setout in Regulations Application Case
I , set out in Section Il of this Chapter 61 to 84 on anindividual basis,
(Institutions L . .
on anindividual basis, unless other than where the Bank avails
arrangements, L . . .
competent authorities makeuse of of the derogation provided for in
processes and . . . . . .
mechanisms) the derogation provided for in Article | Article7 of the Capital
7 of Regulation (EU) No 575/2013. Requirements Regulation.
- Article 129(2)-(3) 2. By way of derogation from (1) The Bank is designated as the Capital General Following public consultation
and paragraph1,a Member State may authorityincharge of the Buffers/ (81/2014), the Central Bankis not
Article 130(2)-(3) exempt small and medium-sized application of Regulations 117 Investment minded to exercisethis discretion.
investment firms from the and 118 and may exempt small Firms

- Regulation 120

(Requirement to
maintain a capital
conservationand
countercyclical
capital buffer)

requirements set out inthat
paragraphifsuchanexemption does
not threaten the stability of the
financial system of that Member
State.

The decision on the application of
such anexemption shallbefully
reasoned, shallincludean
explanation as to why the exemption
does not threaten the stability of the
financial system of the Member
State and shallcontain theexact
definition of the small and medium-
sized investment firms which are
exempt.

and medium-sized investment
firms from the requirements set
out inthose Regulations ifsuch
anexemption does not threaten
the stability of the financial
system of the State.

(2) A decision onthe application
of an exemption referred to in
paragraph (1)shall-

(a) be reasoned,

(b) includean explanation why
the exemption does not threaten
the stability of the financial
system of the State, and

(c) specify the small and medium-
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sized investment firms which are
Member States which decide to exempt.
applysuch anexemption shall notify | (3) Where itapplies an
the Commission, the ESRB, EBA and exemption under paragraph (1),
the competent authorities of the the Bank shall notify the
Member States concerned Commission, the ESRB, the EBA
accordingly. and the competent authorities of
3. For the purpose of paragraph 2, any other Member States
the Member State shall designate concerned.
the authorityin charge of the (4) For the purposes of this
application of this Article. That Regulation, investment firms
authority shall bethe competent shall becategorisedas smallor
authority or the designated medium-sized inaccordancewith
authority. Commission Recommendation

2003/361/EC of 6 May 2003.

- Article131(5) The competent authority or The Bank may require each O-Sll, | Capital Buffers | General or | The Central Bankis minded to
- Regulation 123(2) designated authority may require on aconsolidated or sub- Case-by- continue exercisingthis discretion,

each O-Sll,on a consolidated or sub- | consolidated orindividual basis, Case where appropriate, on the basis ofiits

(Other systemically
important
institutions)

consolidated orindividual basis, as
applicable, tomaintainan O-SlI
buffer of up to 2 % of the total risk
exposure amount calculatedin
accordancewith Article92(3) of
Regulation (EU) No 575/2013, taking
into accountthe criteria for the
identification of the O-SIl. That
buffer shall consistof and shall be
supplementary to Common Equity
Tier 1 capital.

as applicable, to maintainan O-Sl|
buffer of up to 2 per cent of the
total risk exposureamount
calculatedinaccordancewith
Article92(3) of the Capital
Requirements Regulation, taking
into accountthe criteria for the
identification of the O-SIl. That
buffer shall consistof and shall be
supplementary to Common
Equity Tier 1 capital.

annual O-Sll identification and buffer
rate-setting process. See the Central
Bank’s Macro-Prudential Policy
Framework for further details.
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- Article131(10) Without prejudiceto paragraphs 1 Without prejudiceto Regulation Capital Buffers Case-by- No Irish-headquartered group is
- Regulation 123(7) and9, the competent authority or 121(2)(a)to (c) and paragraph Case currently identified as a G-SlI. In the
(Global the designated authoritymay, in the | (6), the Bank may, in the exercise event that this may occurinfuture, the
systemically exerciseof sound supervisory of sound supervisoryjudgment - Central Bank is minded to exercise this
important judgment: (a)re-allocatea G-Sll from a discretion where appropriate. See the
institutions) (a)re- allocatea G-Sll from a lower lower sub-categoryto a higher Central Bank’s Macro-PrudgntiaI Policy
sub-category to a higher sub- sub-category, or Framework for further details.
category; (b) allocatean entity referred to
(b) allocatean entity as referred toin | inRegulation 121(2)that has an
paragraph 1that hasanoverall score | overall scorethatis lower than
thatis lower thanthe cut-off scoreof | the cut-off scoreof the lowest
the lowest sub-category to that sub- | sub-category, to that sub-
category or to a higher sub-category, | category or to a higher sub-
thereby designatingitas a G-SII. category, thereby designatingit
as a G-Sll.
- Article134 (1) Other Member States may (1) The Bank may recognisea Capital Buffers | General or | The Central Bankis minded to exercise
- Regulation 124 recognisethe systemicrisk buffer systemic risk buffer rate set by Case-by- this discretion where appropriate. See
rate set inaccordancewith Article another Member State in Case the Central Bank’s Macro-Prudential

(Recognition of a
systemicrisk buffer
rate)

133 and may apply that buffer rate
to domestically authorised
institutions for the exposures located
inthe Member State that sets that
buffer rate.

(2) If Member States recognisethe
systemic risk buffer rate for
domestically authorised institutions
they shall notify the Commission, the
ESRB, EBA andthe Member State
that sets that systemic risk buffer
rate.

accordancewith Article 133 of
the Capital Requirements
Directiveand may apply that
buffer rate to domestically-
authorised institutions for the
exposures located in the Member
State that sets that buffer rate.

(2) Where the Bank recognises a
systemic risk buffer rate referred
to inparagraph (1) for
domestically-authorised
institutions they shall notify the

Policy Framework for further details.
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(3) When deciding whether to Commission, the ESRB, the EBA
recognisea systemicrisk buffer rate, | andthe Member State thatsets
the Member State shall takeinto that systemicrisk buffer rate.
consideration theinformation (3) When deciding whether to
presented by the Member State that | recognisea systemic risk buffer
sets that buffer rate inaccordance rate, the Bankshall takeinto
with Article 133(11), (12)or (13). consideration theinformation
(4) A Member State thatsets a presented by the Member State
systemic risk buffer rate in that sets that buffer ratein
accordancewith Article133 may ask | accordancewith Article133(11),
the ESRB to issuea recommendation | (12) or (13) of the Capital
as referred to inArticle 16 of Requirements Directive.
Regulation (EU) No 1092/2010to
one or more Member States which
may recognisethe systemicrisk
buffer rate.
- Article136(4)-(6) | 4.The countercyclical buffer rate, (4) (@) The countercyclical buffer | Capital Buffers General The Central Bankis minded to exercise

- Regulation
125(4)-(6)
(Setting
countercyclical
buffer rates)

expressed as a percentage of the
total risk exposureamount
calculatedinaccordancewith Article
92(3) of Regulation (EU) No
575/2013 of institutions thathave
creditexposures inthat Member
State, shall bebetween 0 % and 2,5
%, calibrated in steps of 0,25
percentage points or multiples of
0,25 percentage points. Where
justified onthe basis of the
considerationssetoutinparagraph
3, a designated authority may set a
countercyclical buffer rate in excess

rate, expressed as a percentage
of the total risk exposureamount
calculatedinaccordancewith
Article92(3) of the Capital
Requirements Regulation of
institutions thathave credit
exposures inthe State, shall be
between 0 and 2.5 per cent,
calibratedin steps of 0.25
percentage points or multiples of
0.25 percentage points.

(b) Where justified on the basis of
the considerations setoutin
paragraph (3),the Bank may seta

this discretion on the basis of its
quarterly CCyB rate review.

See the Central Bank’s Macro-
Prudential Policy Framework for
further details.
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of 2,5 % of the total risk exposure
amount calculatedinaccordance
with Article92(3) of Regulation (EU)
No 575/2013 for the purpose set out
in Article 140(2) of this Directive.

5. Where a designated authority sets
the countercyclical buffer rate above
zero for the firsttime, or where,
thereafter, a designated authority
increases the prevailing
countercyclical buffer rate setting, it
shall also decide the date from which
the institutions mustapply that
increased buffer for the purposes of
calculating their institution-specific
countercyclical capital buffer. That
date shallbeno later than 12 months
after the date when the increased
buffer setting is announcedin
accordancewith paragraph7.If the
date is less than 12 months after the
increased buffer setting is
announced, that shorter deadlinefor
applicationshall bejustified on the
basis of exceptional circumstances.

6. If a designated authority reduces
the existing countercyclical buffer
rate, whether or not itis reduced to
zero, itshall alsodecideanindicative
period duringwhich no increasein

countercyclical buffer ratein
excess of 2.5 per cent of the total
risk exposureamount calculated
inaccordancewith Article92(3)
of the Capital Requirements
Regulation.

(5)(a) Where the Bank sets the
countercyclical buffer rate above
zero for the firsttime, or where,
thereafter, the Bank increases
the prevailing countercyclical
buffer rate setting, it shallalso
decide the date from which the
institutions shallapply that
increased buffer for the purposes
of calculatingtheirinstitution-
specific countercyclical capital
buffer.

(b) The date, referred to in
subparagraph (a), shallbeno
later than 12 months after the
date when the increased buffer
setting is announcedin
accordancewith paragraph (7).

(c) Where the date, referred to in
subparagraph (a),is lessthan12
months after the increased buffer
setting is announcedin
accordancewith paragraph(7),
that shorter deadlinefor
applicationshall bejustified on
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the buffer is expected. However, that
indicative period shall notbind the
designated authority.

the basis of exceptional
circumstances.

(6)(a) Subject to subparagraph
(b), where the Bank reduces the
existing countercyclical buffer
rate, whether or not itis reduced
to zero, itshall alsodecidean
indicative period during which no
increaseinthe buffer is expected.

(b) The indicative period, referred
to insubparagraph (a), shall not
bind the Bank.

- Article137(1)-(2)
-Regulation 126(1)-

(2)

(Recognition of
countercyclical
buffer rates in

excess of 2,5 %)

1.Wherea designated authority, in
accordance with Article 136(4), or a
relevant third-country authority has
seta countercyclical buffer ratein
excess of 2,5 % of the total risk
exposureamountcalculatedin
accordance with Article92(3) of
Regulation(EU) No 575/2013, the
other designated authorities may
recognisethatbuffer ratefor the
purposes of the calculationby
domestically authorised institutions of
their institution-specific countercyclical
capital buffers.

2.Wherea designated authority in
accordance with paragraph 1 of this
Articlerecognises a bufferratein
excess of 2,5 % of the total risk
exposureamountcalculatedin

(1) Where a designated authority
inanother Member State in
accordancewith Article 136(4) of
the Capital Requirements
Directive, or a relevant third-
country authority, has seta
countercyclical buffer ratein
excess of 2.5 per cent of the total
risk exposureamount calculated
inaccordancewith Article92(3)
of the Capital Requirements
Regulation, the Bank may
recognisethat buffer rate for the
purposes of the calculation by
domestically-authorised
institutions of their institution-
specific countercyclical capital
buffers.

Capital Buffers

General

The Central Bankis minded to
recognise CCyB rates in excess of 2.5
per cent setin another Member State.
See the Central Bank’s Macro-
Prudential Policy Framework for
further details.
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accordance with Article 92(3) of
Regulation(EU) No 575/2013, itshall
announcethatrecognition by
publication onits website. The
announcementshallinclude atleast
the following information:

(a) the applicable countercyclical
buffer rate;

(b) the Member State or third
countriesto whichitapplies;

(c) where the buffer rateis increased,
the datefromwhich theinstitutions

authorised in the Member State of the
designated authority mustapply that

increased bufferrate for the purposes

of calculating theirinstitution-specific
countercyclical capital buffer;

(d) where the datereferred toin point

(c)is lessthan12 months after the
date of the announcement under this
paragraph, a referenceto the
exceptional circumstances thatjustify
thatshorter deadlinefor application.

(2) Where the Bank, in
accordancewith paragraph (1),
recognises a buffer rate in excess
of 2.5 per cent of the total risk
exposure amount calculatedin
accordancewith Article92(3) of
the Capital Requirements
Regulation, itshall announcethat
recognition by publicationonits
website, includingatleastthe
followinginformation:

(a) the applicable countercyclical
buffer rate;

(b) the Member State or third
countries to which itapplies;

(c) where the buffer rateis
increased, the date from which
the institutions authorised in the
State shall apply thatincreased
buffer rate for the purposes of
calculatingtheir institution-
specific countercyclical capital
buffer;

(d) where the date, referred to in
subparagraph(c),islessthan12
months after the date of the
announcement under this
paragraph, a reference to the
exceptional circumstances that
justify thatshorter deadlinefor
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application.
- Article139(2)-(4) | 2.Inthe circumstances referredtoin | (1) Where a countercyclical Capital Buffers Case-by- The Central Bankis minded to publish
- Regulation point (a) of Article 138, designated buffer rate has not been setand Case CCyB rates reciprocatedorset in
127(1)-(5) authorities may set the published by the relevant third- relation to non-EEA (third country)
(Decision by countercyclical buffer rate that country authority for a third jurisdictions wherethe Central Bank
designated domesticallyauthorisedinstitutions | country (inthis Chapter referred has taken a decision under the
. . must apply for the purposes of the to as a “relevant third-country discretionary reciprocity arrangements
authorities on third . L e n . )
country calculation of their institution- authority”) to which one or more for the CCyB. See the Central Bank’s

countercyclical
buffer rates)

specific countercyclical capital
buffer.

3. Where a countercyclical buffer
rate has been set and published by
the relevant third-country authority
for a third country, a designated
authority may set a different buffer
rate for that third country for the
purposes of the calculation by
domestically authorised institutions
of their institution-specific
countercyclical capital buffer if they
reasonably consider thatthe buffer
rate set by the relevant third-country
authorityis not sufficientto protect
those institutions appropriately from
the risks of excessivecreditgrowth in
that country.

When exercising the power under
the firstsubparagraph, a designated

Union institutions havecredit
exposures the Bank may set the
countercyclical buffer rate that
domestically-authorised
institutions shall apply for the
purposes of the calculation of
their institution-specific
countercyclical capital buffer.

(2) Where a countercyclical
buffer rate has been setand
published by the relevant third-
country authority for a third
country, the Bank may seta
different buffer rate for that third
country for the purposes of the
calculation by domestically-
authorised institutions of their
institution-specific
countercyclical capital bufferif
they reasonably consider thatthe

Macro-Prudential Policy Framework
for further details.
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authority shall notseta
countercyclical buffer rate below the
level set by the relevant third-
country authority unless that buffer
rate exceeds 2,5 %, expressed as a
percentage of the total risk exposure
amount calculatedinaccordance
with Article92(3) of Regulation (EU)
No 575/2013 of institutions that
have credit exposures in that third
country.

Inorder to achievecoherence for the
buffer settings for third countries the
ESRB may give recommendations for
such settings.

4. Where a designated authority sets
a countercyclical buffer rate for a
third country pursuantto paragraph
2 or 3 which increases theexisting
applicable countercyclical buffer
rate, the designated authority shall
decide the date from which
domestically authorised institutions
must apply that buffer rate for the
purposes of calculating their
institution-specificcountercyclical
capital buffer.That date shall beno
later than 12 months from the date
when the buffer rateisannouncedin
accordancewith paragraph5.If that
date is less than 12 months after the

buffer rate set by the relevant
third-country authorityis not
sufficientto protect those
institutions appropriately from
the risks of excessivecredit
growth inthat country.

(3) When exercising the power
under paragraph (2),the Bank
shall notset a countercyclical
buffer rate below the level set by
the relevant third-country
authority unless that buffer rate
exceeds 2.5 per cent, expressed
as a percentage of the total risk
exposure amount, calculatedin
accordancewith Article92(3) of
the Capital Requirements
Regulation, of institutions that
have credit exposures inthat
third country.

(4) Where the Bank sets a
countercyclical buffer rate fora
third country, pursuantto
paragraph (1) or (2), which
increases the existingapplicable
countercyclical buffer rate, the
Bank shallspecify thedate from
which domestically-authorised
institutions shallapply that buffer
rate for the purposes of
calculatingtheirinstitution-
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setting is announced, that shorter
deadlinefor applicationshall be
justified onthe basis of exceptional
circumstances.

specific countercyclical capital
buffer.

(b) The date, referred to in
subparagraph (a),shallbeno
later than 12 months from the
date on which the buffer rate is
announced inaccordancewith
paragraph (5).

(c) Where the date, referred to in
subparagraph (a),is lessthan12
months after the setting is
announced, that shorter deadline
for applicationshall bejustified
on the basis of exceptional
circumstances.
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Recital 75 This Regulation should not affect the ability of Own Funds General The eligibility criteriainthe CRR are far clearer as to what
(Approval of competent authorities to maintain pre-approval AT1/T2 instruments should conformto. Notwithstanding
Additional Tier 1 processes regardingthe contracts governing this greater clarity,inthe interests of prudency and
and?2 Additional Tier 1and Tier 2 capital instruments. In consistency ofapproach,itis proposed that all capital
instruments) those cases such capital instruments should only be instruments must receive the Central Bank's prior approval
computed towards the institution's Additional Tier 1 before they may be includedin Own Funds.
capital or Tier 2 capital oncethey have successfully
completed these approval processes.
Article Where reference in this Regulationis made to real Credit Risk Case-by-Case | The Central Bankis not currently minded to exercisethis

4(2)(Definitions)

estate or residential or commercial immovable
property or a mortgage on such property, itshall
includeshares in Finnish residential housing
companies operatinginaccordancewith the Finnish
Housing Company Act of 1991 or subsequent
equivalentlegislation. Member States or their
competent authorities mayallowshares constituting
anequivalentindirectholding of real estate to be
treated as a direct holdingofreal estate provided that
suchanindirectholdingis specifically regulatedin the
national law of the Member State concerned and that,
when pledged as collateral, it provides equivalent
protection to creditors.

discretion.
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6(4)(General Creditinstitutions and investment firms that are Investment General Pending any future developments inrelationto the EU
Principles) authorised to providethe investment services and Firms prudential regime for investment firms, the Central Bank is
activities listed in points (3) and (6) of Section A of minded to continue exercising this discretion forall
Annex | to Directive 2004/39/EC shall comply with the investment firms in scope of the requirements that arenot
obligations laid downin PartSix on an individual basis. designated as ‘systemic’ by the Central Bankin accordance
Pending the report from the Commissionin with the criteria specified in section 2 of this CP.
accordancewith Article 508(3), competent authorities
may exempt investment firms from compliancewith Systemic investment firms wishingto avail of this discretion
the obligations |aid downin PartSix taking into must submit a prior application to the Central Bank, which
accountthe nature, scaleand complexity of the will beassessed on a case-by-casebasis.
investment firms'activities.
It should also benoted that if, atany stage, the Central
Bank considers itnecessaryfor a particularinvestmentfirm
or category of investment firms to comply with the liquidity
requirements the Central Bank may withdraw the general
exemption from the CRR liquidity requirements for that
investment firm or category of investment firms.
Article?7 Competent authorities may waive the application of Level of Case-by-Case | The Central Bankis minded to exercise this discretionona
(Derogation from | Article6(1) to any subsidiary of aninstitution, where Application case-by-casebasis, where appropriate, for partial /full

the application of
prudential
requirements on
anindividual
basis)

both the subsidiaryandtheinstitution aresubjectto
authorisation and supervision by the Member State
concerned, andthe subsidiaryisincludedinthe
supervisionona consolidated basis of the institution
whichis the parent undertaking, and all of the
following conditions aresatisfied, in order to ensure
that own funds are distributed adequately between
the parent undertaking and the subsidiary:

(a) there is no current or foreseen material practical or
legal impediment to the prompt transfer of own funds
or repayment of liabilities by its parentundertaking;
(b) either the parent undertaking satisfies the
competent authority regardingthe prudent

waivers subjectto strictconditionality, informed by the ECB
approachsetout inSection Il,Chapter 1, paragraph 3 of the
ECB Guide for Sls, cross referred in the ECB LSI
Recommendation.
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management of the subsidiaryand has declared, with
the permission of the competent authority,thatit
guarantees the commitments entered into by the
subsidiary, ortherisks inthesubsidiaryare of
negligibleinterest;

(c) the risk evaluation, measurement and control
procedures of the parent undertaking cover the
subsidiary;

(d) the parent undertaking holds more than 50 % of
the voting rights attached to shares in the capital of
the subsidiary or has theright to appointor remove a
majority of the members of the management body of
the subsidiary.

2. Competent authorities may exercise the option
provided for in paragraph 1 where the parent
undertaking is a financial holding company or a mixed
financial holding companysetup inthe same Member
State as the institution, provided thatitis subjectto
the same supervision as thatexercised over
institutions,andin particularto the standards laid
down inArticle11(1).

3. Competent authorities may waive the application of
Article6(1) to a parentinstitutionina Member State
where that institutionis subjectto authorisationand
supervision by the Member State concerned, anditis
includedinthe supervision ona consolidated basis,
and all the following conditions aresatisfied, in order
to ensure that own funds are distributed adequately
among the parent undertakingand the subsidiaries:
(a) there is no current or foreseen material practical or
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legal impediment to the prompt transfer of own funds
or repayment of liabilities to the parentinstitutionina
Member State;
(b) the risk evaluation, measurement and control
procedures relevantfor consolidated supervision
cover the parentinstitutionina Member State.
The competent authority which makes use of this
paragraphshall informthe competent authorities of
all other Member States.
Article9 1. Subject to paragraphs 2 and 3 of this Articleand to Level of Case-by-Case | Forinstitutions inreceiptof previous waivers under Article
(Individual Article 144(3) of Directive2013/36/EU, the competent Application 70 of Directive 2006/48/EC, the waiver will continueto
consolidation authorities may permit on a case-by-casebasisparent applyautomatically unlessthere has been a material
method) institutions toincorporatein the calculation of their change sincetheir original application (e.g., to their

requirement under Article6(1), subsidiaries which
meet the conditions laid downin points (c)and (d) of
Article7(1) and whose material exposures or material
liabilities areto that parentinstitution.

2. The treatment set out in paragraph 1shallbe
permitted only where the parent institution
demonstrates fully to the competent authorities the
circumstances and arrangements, including legal
arrangements, by virtue of which there is no current
or foreseen material practical or legal impediment to
the prompt transfer of own funds, or repayment of
liabilities when due by the subsidiarytoits parent
undertaking.

3. Where a competent authority exercises the
discretionlaiddowninparagraph1,itshallona
regular basis and notless than once a year inform the
competent authorities of all theother Member States

business model or inthe parent-subsidiary relationship). In
instances where there have been suchsignificantchanges
the institution mustre-apply under Article9 CRR.
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of the use made of paragraph 1 and of the
circumstances and arrangements referred to in
paragraph 2. Where the subsidiaryisina third
country, the competent authorities shall providethe
same information to the competent authorities of that
third country as well.
11(3) (General EU parentinstitutions and institutions controlled by an Investment General Pending any future developments inrelationto the EU
Treatment) EU parent financial holding company and institutions Firms prudential regime for investment firms, the Central Bank is

controlled by an EU parent mixed financial holding
company shall comply with the obligations laid down
in Part Six on the basis of the consolidated situation of
that parent institution, financial holding company or
mixed financial holding company, ifthe group
comprises one or more institutions thatareauthorised
to providethe investment services and activities listed
in points (3) and (6) of Section A of Annex | to Directive
2004/39/EC. Pending the report from the Commission
inaccordancewith Article508(2), and if the group
comprises only investment firms, competent
authorities may exempt investment firms from
compliancewith the obligations laid downin PartSix
on aconsolidated basis, takingintoaccountthe
nature, scaleand complexity of the investment firm’s
activities

minded to continue exercisingthis discretion for all
investment firms in scope of the requirements that arenot
designated as ‘systemic’ by the Central Bankinaccordance
with the criteria specified in section 2 of this CP.

Systemic investment firms wishingto avail of this discretion
must submit a prior application to the Central Bank which
will beassessed on a case-by-casebasis.

It should also benoted that if, atany stage, the Central
Bank considers itnecessaryfor a particular investmentfirm
or category of investment firms to comply with the liquidity
requirements the Central Bank may withdraw the general
exemption from the CRR liquidity requirements for that
investment firm or category of investment firms.
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Article11(5) 5.In addition to the requirements in paragraphs 1to Level of Case-by-Case | The EBA has produced a Q&A which clarifies that
(General 4, and without prejudiceto other provisions of this Application "Institutions may be required to comply with the prudential
Treatment) Regulationand Directive 2013/36/EU, when itis requirements laid downin CRR on a sub-consolidated basis
justified for supervisory purposes by the specificities inthe followingcases:
of the risk or of the capital structureofan institution - where Member States adopt national laws requiringthe
or where Member States adoptnational laws requiring structural separation of activities within a banking group;
the structural separation of activities within a banking and
group, competent authorities mayrequire the - when itis justified for supervisory purposes by the
structurally separated institutions to comply with the specificities of the risk or of the capital structureofan
obligations laid downin Parts Two to Four and Parts institution cases for supervisory purposes arenotlimited to
Six to Eight of this RegulationandinTitle VII of those specifiedin Article22 or Article 11 (1) to (3) of
Directive 2013/36/EU on a sub-consolidated basis. Regulation (EU) No 575/2013.
The Central Bank may wish to imposesub-consolidated
supervision oninstitutions for reasons other than structural
separation of activities and is therefore minded to continue
exercisingthis discretion, where appropriate, on a case-by-
casebasis.
Article15 Derogation to the application of own funds Investment Case-by-Case | Pending anyfuture developments inrelationto the EU
(Derogation from | requirements on a consolidated basis for groups of Firms prudential regime for investment firms, the Central Bank is

the application of
own funds
requirements on
aconsolidated
basis for groups
of investment
firms)

investment firms

1. The consolidating supervisor may waive, on a case-
by-casebasis,theapplication of PartThree of this
Regulation and Title VIl, Chapter 4 of Directive
2013/36/EU on a consolidated basis provided thatthe
following conditions exist:

(a) each EU investment firm inthe group uses the
alternative calculation of total risk exposure amount
referred to in Article95(2) or 96(2);

(b) all investment firms in the group fall within the
categoriesinArticles 95(1) or 96(1);

(c) each EU investment firminthe group meets the

minded to continue to exercise this discretion, where
appropriate, on a case-by-casebasis,subjectto prior
written approval fromthe Central Bank.
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requirements imposedinArticle 950r 96 on an
individual basis and atthe same time deducts fromits
Common Equity Tier 1 items any contingent liabilityin
favour of investment firms, financial institutions, asset
management companies and ancillaryservices
undertakings, which would otherwise be consolidated;
(d) any financial holding company which is the parent
financial holding companyina Member State of any
investment firm inthe group holds atleastenough
capital, defined here as the sum of the items referred
to inArticles 26(1),51(1)and 62(1), to cover the sum
of the following:

(i) the sum of the full book value of any holdings,
subordinated claims and instruments referred to in
Article36(1)(h) and (i), Article56(1)(c)and(d), and
Article66(1)(c) and (d) ininvestment firms, financial
institutions, asset management companies and
ancillary services undertakings which would otherwise
be consolidated;and

(ii) the total amount of any contingent liabilityin
favour of investment firms, financial institutions, asset
management companies and ancillary services
undertakings which would otherwise be consolidated;
(e) the group does notincludecreditinstitutions

2. The competent authorities mayalsoapplythe
waiver ifthe financial holding companies holds a lower
amount of own funds than the amount calculated
under paragraph 1(d), but no lower than the sum of
the own funds requirements imposed on an individual
basis toinvestment firms, financial institutions, asset
management companies and ancillaryservices
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undertakings which would otherwise be consolidated
and the total amount of any contingent liabilityin
favour of investment firms, financial institutions, asset
management companies and ancillaryservices
undertakings which would otherwise be consolidated.
For the purposes of this paragraph, the own funds
requirement for investment undertakings of third
countries, financial institutions, asset management
companies and ancillary services undertakingsis a
notional own funds requirement.

Article19(2)
(Entities excluded
from the scopeof
prudential
consolidation)

2. The competent authorities responsiblefor
exercisingsupervision ona consolidated basis
pursuantto Article 111 of Directive 2013/36/EU may
on a case-by-casebasisdecideinthe followingcases
that an institution, financialinstitution or ancillary
services undertakingwhichis a subsidiary orinwhich
a participationisheld need not be includedinthe
consolidation:

(a) where the undertaking concerned is situatedina
third country where there are legal impediments to
the transfer of the necessaryinformation;

(b) where the undertaking concerned is of negligible
interest only with respect to the objectives of
monitoringinstitutions;

Level of
Application

Case-by-Case

The Central Bankis minded to continue exercising this
discretion, where appropriate, ona case-by-casebasis.
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(c) where, inthe opinion of the competent authorities
responsiblefor exercisingsupervisionona
consolidated basis, the consolidation of the financial
situation of the undertaking concerned would be
inappropriateor misleadingas far as the objectives of
the supervision of creditinstitutions areconcerned.
Article95(2) Competent authorities may set the own funds Investment General Pending any future developments inrelation to the EU
(Own funds requirements for firms referred to in point(2)(c) of Firms prudential regime for investment firms, the Central Bank is
requirements for | Article4(1) that provide the investment services and minded to continue exercising this discretion in order to
investment firms | activities listed in points (2) and (4) of Section A of maintainthe Pillar1and Pillar 2 regimeaccordingto S.I. No.
with limited Annex | to Directive 2004/39/EC as the own funds 660 of 2006 (as amended) andS.I. No. 661 of 2006 (as
authorisation requirements that would be binding on those firms amended) as at 31 December 2013 for these firms. See
to provide accordingto the national transposition measures in section 8 for further details.
investment force on 31 December 2013 for Directives 2006/49/EC
services) and 2006/48/EC.
Article93(6) 6. Where competent authorities consideritnecessary | Own Funds Case-by-Case | The Central Bankis minded to continue exercisingthis

(Initial capital
requirement on
going concern)

to ensure the solvency of aninstitution thatthe
requirement laid down in paragraph 1is met, the
provisionslaid downin paragraphs 2 to5 shallnot
apply.

discretion, where appropriate, ona case-by-casebasis.
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Article99(3) Competent authorities mayrequire those credit Reporting Case-by-Case | See Regulation (EU) 2015/534 of the ECB of 17 March 2015
(Reporting on institutions applying International Accounting on reporting of supervisory financial information
own funds Standards as applicable under Regulation (EC) No (ECB/2015/13).
requirements 1606/2002 for the reporting of own funds on a
andfinancial consolidated basis pursuantto Article 24(2) of this
information) Regulationto alsoreportfinancialinformation as laid
down inthe previous subparagraph 2 of this Article.
Article99(6) 6. Where a competent authority considers thatthe Reporting Case-by-Case | See Regulation (EU) 2015/534 of the ECB of 17 March 2015
(Reporting on financialinformation required by paragraph 2is on reporting of supervisory financial information
own funds necessary to obtaina comprehensive view of the risk (ECB/2015/13).
requirements profile of the activities of, and a view of the systemic
andfinancial risks to the financial sector or the real economy posed
information) by, institutions other than those referred to in
paragraphs2and3thatare subjectto anaccounting
framework based on Directive 86/635/EEC, the
competent authority shallconsult EBA on the
extension of the reporting requirements of financial
information on a consolidated basis to those
institutions, provided thatthey are not already
reporting on such a basis.
Article 115(2) Exposures to regional governments or local authorities Credit Risk Case-by-Case | The Central Bank does not consider thatany Irishlocal

(Exposures to
regional
governments or
local authorities)

shall betreated as exposures to the central
government in whose jurisdiction they areestablished
where there is nodifference inrisk between such
exposures because of the specific revenue-raising
powers of the former, and the existence of specific
institutional arrangements the effect of whichis to
reduce their risk of default.

authorities currently meet the criteria in this provision.

Relevant entities require prior written approval fromthe
Central Bank in order to avail of this treatment for any EEA
regional governments or local authorities.

Relevant entities should also continually monitor the
relevant EBA listof eligible EEA regional governments and
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EBA shallmaintain a publicly availabledatabaseof all local authorities.
regional governments andlocal authorities within the
Union whichrelevant competent authorities treat as
exposures to their central governments.
Article116(4) In exceptional circumstances, exposures to public- Credit Risk Case-by-Case | Inaccordancewith the Central Bank’s pre-existingapproach
(Exposures to sector entities may be treated as exposures to the under Directive 2006/48/EU, relevant entities seeking to
public sector central government, regional government or local avail of this provision to treat exposures to EEA PSEs as
entities) authorityin whose jurisdiction theyare established exposures to the central government, where there is no
where in the opinion of the competent authorities of differencein risk between such exposures, require prior
this jurisdiction there is no difference in risk between written approval fromthe Central Bank before doing so.
such exposures because of the existence of an
appropriateguarantee by the central government, Relevant entities should also continually monitor the
regional government or local authority. relevant EBA listof eligible PSEs in Ireland and the broader
EEA.
The Central Bankwill also haveregardto anylistofeligible
PSEs which may be issued by the ECB indue course.
Article Competent authorities mayset a higher risk weight or Credit Risk General The Central Bankis minded to continue to restrictthe 35%
124(2)(Exposures | stricter criteria thanthose setout inArticle125(2)and risk weight to a) owner-occupied housingand b) loans with
secured by Article 126(2), where appropriate, on the basis of anLTV of up to 75% and to requirebanks to applya 100%
mortgages on financial stability considerations. risk weight to exposures secured by commercial real estate.
immovable
property) Exerciseof the Central Bank’s discretions will besubjectto
notification to the EBA, anyrelevant future European
Commission delegated regulation, as well as any future SSM
assessment methodology which may be developed inthis
area.
Article 164(5) Based on the data collected under Article101 and Credit Risk General The Central Bank will be minded to exercisethis discretion

(Loss Given
Default LGD))

takinginto accountforward-lookingimmovable
property market developments and any other relevant
indicators, thecompetent authorities shall
periodically,and atleastannually, assess whether the

if/when appropriate. Any such exercise of the Central
Bank’s discretion will besubjectto notification to the EBA,
anyrelevant future European Commission delegated
regulation, as well as any future SSM assessment
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minimum LGD values in paragraph 4 of this Articleare methodology which may be developed inthis area.
appropriatefor exposures secured by residential
property or commercial immovable property located
intheir territory. Competent authorities may, where
appropriateonthe basisof financial stability
considerations, sethigher minimum values of
exposure weighted average LGD for exposures
secured by immovable property in their territory.

Article 178(2)(d) (d) materiality ofa creditobligation pastdueshall be Credit Risk General EBA is mandated to develop draft regulatory technical
assessed againsta threshold, defined by the standards to specify the conditions accordingto which a
competent authorities. This threshold shallreflecta competent authorityshallsetthe threshold referred to in
level of riskthatthe competent authority considers to paragraph 2(d).
be reasonable; Notwithstanding the RTS, relevant entities are required to

have anappropriateand documented materiality policy;
where thresholds are set based on the distribution of
exposures and takinginto consideration productand
obligor characteristics.

Article400(2)- Competent authorities may fully or partially exempt Large Case-by-Case | The Department of Financehas confirmed thatit will notbe

(3)(Exemptions) the following exposures: Exposures exercising the Member State discretionin Article493(3)

(a) covered bonds falling within the terms of Article
129(1),(3) and (6);

(b) assetitems constitutingclaims onregional
governments orlocal authorities of Member States
where those claims would beassigneda 20 % risk
weight under Part Three, Titlell, Chapter 2 and other
exposures to or guaranteed by those regional
governments orlocal authorities, claims on which
would be assigned a 20 % risk weight under Part
Three, Title Il, Chapter 2;

(c) exposures, including participations or other kinds
of holdings, incurred by aninstitution to its parent
undertaking, to other subsidiaries of that parent

CRR.

The Central Bank will exercisethe discretions in Article
400(2)(a)-(b) and (d)-(k) CRR consistently with the ECB LSI
Guideline.

See section 2 of this CP for further information on the
Central Bank’s intended approach towards Article 400(2)(c)
CRR specifically.
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undertaking or to its own subsidiaries,insofaras
those undertakings are covered by the supervisionon
a consolidated basistowhich the institutionitselfis
subject, inaccordancewith this Regulation, Directive
2002/87/EC or with equivalent standards inforceina
third country; exposures that do not meet these
criteria, whether or not exempted from Article 395(1),
shall betreated as exposures to a third party;

(d) assetitems constitutingclaims onand other
exposures, including participations or other kinds of
holdings, to regional or central creditinstitutions with
which the creditinstitutionis associated in a network
inaccordancewith legal or statutory provisionsand
whichareresponsible, under those provisions, for
cashclearing operations within the network;

(e) assetitems constitutingclaims onand other
exposures to creditinstitutions incurred by credit
institutions, one of which operates on a non
competitive basis and provides or guarantees loans
under legislative programmes or its statutes, to
promote specified sectors of the economy under some
form of government oversightand restrictions on the
use of the loans, provided that the respective
exposures arisefrom such loans thatarepassed on to
the beneficiaries via creditinstitutions or fromthe
guarantees of these loans;

(f) assetitems constituting claims on and other
exposures to institutions, provided thatthose
exposures do not constitute such institutions' own
funds, do not lastlonger than the followingbusiness
dayand are not denominated ina major trading
currency;
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(g) assetitems constituting claims on central banks in
the form of required minimum reserves held at those
central banks which are denominated in their national
currencies;

(h) assetitems constituting claims on central
governments inthe form of statutory liquidity
requirements heldin government securities which are
denominated and funded intheir national currencies
provided that, at the discretion of the competent
authority, the creditassessmentof those central
governments assigned by a nominated ECAI is
investment grade;

(i) 50 % of medium/low risk off balancesheet
documentary credits and of medium/low risk off
balancesheet undrawn creditfacilities referredto in
Annex | and subjectto the competent authorities'
agreement, 80 % of guarantees other than loan
guarantees which have a legal or regulatory basis and
are given for their members by mutual guarantee
schemes possessingthestatus of creditinstitutions;
(j)legally required guarantees used when a mortgage
loanfinanced byissuing mortgage bonds is paid to the
mortgage borrower before the final registration of the
mortgage inthe landregister, provided that the
guarantee is not used as reducingthe riskin
calculatingtherisk weighted exposure amounts;

(k) assets items constituting claims on and other
exposures to recognised exchanges.

3. Competent authorities may only make use of the
exemption provided for in paragraph 2 where the
following conditions are met:
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(a) the specific natureofthe exposure, the
counterparty or the relationship between the
institution and the counterparty eliminateor reduce
the risk of the exposure; and

(b) any remaining concentrationriskcan beaddressed
by other equally effective means such as the
arrangements, processes and mechanisms provided
for in Article 81 of Directive2013/36/EU.

Competent authorities shallinform EBA whether or
not they intend to use any of the exemptions provided
for in paragraph2inaccordancewith points (a)and
(b) of this paragraph andshallconsultEBA on this
choice.

Article412(5)
(Liquidity
Coverage
Requirement)

Member States may maintainorintroduce national
provisionsinthe area of liquidity requirements before
binding minimum standards for liquidity coverage
requirements arespecified and fullyintroduced in the
Union inaccordancewith Article 460.

Liquidity

General

The Central Bank ‘Requirements for the Management of
Liquidity Risk’ will remainin placeuntil 1January2018.
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Article412(5) Member States or competent authorities mayrequire Liquidity Case-by-Case | The Central Bankis minded to continue exercising this
(Liquidity domesticallyauthorised institutions, or a subset of discretion, where appropriate, ona case-by-casebasis.
Coverage those institutions, to maintain a higher liquidity
Requirement) coverage requirement up to 100 % until the binding
minimum standardis fullyintroduced ata rate of 100
% inaccordancewith Article 460.
Article413(3) Member States may maintainor introduce national Liquidity General The Central Bankis not minded to introduce anindustry
(Stable Funding) | provisionsinthearea of stable funding requirements wide net stablefunding requirement before a binding
before binding minimum standards for netstable funding standard is specified by the EU legislative bodies.
requirements are specified and introduced in the Union
inaccordance with Article510.
Article415(3) Until the full introduction of binding liquidity Liquidity General The Central Bankis minded to continue exercisingthis
(Reporting requirements, competent authorities may continue to discretion. Existing liquidity regulatory reporting will
obligationand collectinformation through monitoring tools for the continue until 1January 2018, or an earlier date, if deemed
reporting format) | purpose of monitoringcompliance with existing appropriate by the Central Bank. The reporting process for
national liquidity standards. these submissions will remain unchanged and run
Power is conferred on the Commission to adopt the concurrently with the new CRR liquidity reporting
implementing technical standardsreferredto inthe requirements.
firstsubparagraphinaccordancewith Article 15 of
Regulation (EU) No 1093/2010.
Article420(2) 1. Creditinstitutions shallregularly assess the Liquidity Case-by-Case | Relevantentities shall assess theliquidity outflows in
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CRR/Article 23 likelihood and potential volume of liquidity outflows accordancewith Article 420(2) CRR/Article 23 of the LCR
LCR Regulation during 30 calendar days for products or services which Regulation and report to the Central Bank not less than
are notreferred to inArticles 27 to 31 and which they annually, by 30th September each year, those products and
offer or sponsor or which potential purchasers would services for which the likelihood and potential volume of
consider associated with them. Those products or the liquidity outflows referred to in Article 420(2)
services shallinclude, butnot be limited to, the CRR/Article 23 of the LCR Regulation are material.

liquidity outflows resulting fromany of the contractual
arrangements referred to in Article429 and in Annex |
of Regulation (EU) No 575/2013,suchas:

(a) other off-balancesheet and contingent funding
obligations, including, but not limited to uncommitted
fundingfacilities,

(b) undrawn loans and advances to wholesale
counterparties;

(c) mortgage loans thathave been agreed but not yet
drawn down;

(d) credit cards;
(e) overdrafts;

(f) planned outflows related to renewal or extension
of new retail or wholesaleloans;

(g) planned derivatives payables;
(h) trade finance off-balancesheet related products.

2. The outflows referred to in paragraph 1shall be
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assessed under the assumption of a combined
idiosyncraticand market-wide stress as referred to in
Article5. For that assessment, creditinstitutions shall
particularly takeinto accountmaterial reputational
damage that could resultfrom not providing liquidity
supportto such products or services. Credit
institutions shallreportatleastonce a year to the
competent authorities those products and services for
which the likelihood and potential volume of the
liquidity outflows referred to in paragraph lare
material and the competent authorities shall
determine the outflows to be assigned. The
competent authorities mayapply an outflow rate of
up to 5% for trade finance off-balancesheet related
products as referred to in Article429 and Annex | of
Regulation (EU) No 575/2013.

3. The competent authorities shallatleastoncea
year report to the EBA the types of products or
services for which they have determined outflows on
the basis of the reports from credit institutions,and
shallincludeinthatreport an explanation of the
methodology applied to determine the outflows.

Article458(2),
(4)-(5), (8)-(10)
(Macroprudential
or systemicrisk
identified at the
level of a
Member State)

2.Wherethe authority determined in accordance with
paragraph 1 identifies changes in theintensity of
macroprudential or systemic riskin the financial system
with the potential to have serious negative consequences
to the financial systemand thereal economy ina specific
Member Stateand which thatauthority considers would
better be addressed by means of stricter national
measures, itshall notifythe European Parliament, the
Council, the Commission, the ESRB and EBA of that fact

Macro-
prudential
Measures

General or
Case-by-Case

S.1.159/2014 assignsthe Central Bankas the national

designated authority for the purposes of Article458 of CRR.

Subject to relevant ECB competences inthis area, the

Central Bank is minded to exercise these discretions asand
when deemed appropriate. See the Central Bank’s Macro-

Prudential Policy Framework for further details.
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and submitrelevant quantitative or qualitative evidence
of all of thefollowing:

(a) the changes in theintensity of macroprudential or
systemic risk;

(b) the reasons why such changes could pose a threatto
financial stability at national level;

(c) ajustification of why Articles 124 and 164 of this
Regulationand Articles 101,103,104, 105, 133,and
136 of Directive 2013/36/EU cannotadequately
address the macroprudential or systemic risk
identified, taking into accountthe relative
effectiveness of those measures;

(d) draft national measures for domestically
authorisedinstitutions, or a subset of those
institutions, intended to mitigate the changesinthe
intensity of riskand concerning:

(i) the level of own funds laid downin Article92;

(ii) the requirements for large exposures laid downin
Article392 and Article395 to 403;

(iii) the public disclosure requirements laid down in
Articles 431 to 455;

(iv) the level of the capital conservation buffer laid
down inArticle 129 of Directive 2013/36/EU;

(v) liquidity requirements laid downin PartSix;

(vi) risk weights for targeting assetbubbles in the
residential and commercial property sector; or
(vii)intra financial sector exposures;

(e) anexplanationas to why the draftmeasures are
deemed by the authority determined inaccordance
with paragraph 1to be suitable, effective and
proportionateto address the situation;and

(f) an assessment of the likely positive or negative
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impactof the draft measures on the internal market
based on information whichis availableto the
Member State concerned.

4. The power to adopt animplementing actto reject
the draft national measures referred to in point (d) of
paragraph 2is conferred on the Council, acting by
qualified majority, on a proposal fromthe
Commission.

Within one month of receivingthe notification
referred to in paragraph 2,the ESRB and EBA shall
providetheir opinions on the points mentioned inthat
paragraphtothe Council,the Commissionandthe
Member State concerned.

Taking utmost account of the opinions referredto in
the second subparagraphandifthereis robust,strong
and detailed evidence that the measure will havea
negative impacton the internal market that outweighs
the financial stability benefits resultingin a reduction
of the macroprudential or systemicriskidentified, the
Commission may, within one month, proposeto the
Council animplementing actto reject the draft
national measures.

Inthe absenceof a Commission proposal withinthat
period of one month, the Member State concerned
may immediately adopt the draftnational measures
for a period of up to two years or until the
macroprudential or systemicrisk ceases to existifthat
occurs sooner.

The Council shall decide on the proposal by the
Commission within one month after receipt of the
proposal and stateits reasons for rejecting or not
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rejecting the draftnational measures.

The Council shallonlyrejectthe draft national
measures if itconsiders thatone or more of the
following conditions are notcomplied with:

(a) the changes inthe intensity of macroprudential or
systemicriskareof such nature as to pose riskto
financial stability at national level;

(b) Articles 124 and 164 of this Regulation and Articles
101,103,104, 105, 133, and 136 of Directive
2013/36/EU cannot adequately address the
macroprudential or systemicriskidentified, takinginto
accountthe relative effectiveness of those measures;
(c) the draftnational measures aremore suitableto
address the identified macroprudential or systemic
riskand do not entail disproportionate adverse effects
on the whole or parts of the financial systemin other
Member States or inthe Union as a whole, thus
forming or creating an obstacleto the functioning of
the internal market;

(d) the issueconcerns only one Member State; and
(e) the risks havenot already been addressed by other
measures in this Regulation orin Directive
2013/36/EU.

The assessment of the Council shalltakeinto account
the opinion of the ESRB and EBA andshall bebasedon
the evidence presented inaccordancewith paragraph
2 by the authority determined inaccordancewith
paragraph 1.

Inthe absenceof a Council implementingact to reject
the draft national measures within one month after
receipt of the proposal by the Commission, the
Member State may adopt the measures and apply
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them for a period of up to two years or until the
macroprudential or systemicrisk ceases to existifthat
occurs sooner.

5. Other Member States may recognisethe measures
setinaccordance with this Articleand apply them to
domestically authorised branches located in the
Member State authorised to applythe measures.

8. The Member State authorised to apply the
measures may askthe ESRB toissuea
recommendation as referred to inArticle 16 of
Regulation (EU) No 1092/2010 to one or more
Member States which do not recognisethe measures.

9. Before the expiry of the authorisationissuedin
accordancewith paragraph 4,the Member State shall,
in consultation with the ESRB and EBA, review the
situation and may adopt, inaccordancewith the
procedure referred to in paragraph4,a new decision
for the extension of the period of application of
national measures for one additional year each time.
After the firstextension,the Commissionshallin
consultation with the ESRB and EBA review the
situationatleastannually.

10. Notwithstanding the procedureassetoutin
paragraphs 3 to 9, Member States shall be allowed to
increasetherisk weights beyondthose provided in this
Regulationby up to 25 %, for those exposures identified
in points (vi) and (vii) of paragraph2(d) of this Articleand
tighten the large exposure limit provided in Article 395 by
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upto 15 % for a period of up to two years or until the
macroprudential or systemic riskceasesto existifthat
occurssooner, provided thatthe conditionsand
notificationrequirements inparagraph?2 of this Article

aremet.
Article467(2) 2. The applicable percentage for the purposes of Transitional General Applicablepercentage of unrealised losses that must be
&(3) paragraph 1shallfallwithinfollowingranges: Own Funds includedin calculation of CET 1items is as follows:
(Unrealised (a) 20 % to 100 % duringthe period from 1 January 2017; 80%
losses measured 2014 to 31 December 2014;
atfairvalue) (b) 40 % to 100 % duringthe period from 1January

2015to 31 December 2015;

(c) 60 % to 100 % duringthe period from 1 January
2016 to 31 December 2016; and

(d) 80 % to 100 % for the period from 1 January 2017
to 31 December 2017.

By way of derogation from paragraph 1, the
competent authorities may,incases where such
treatment was applied before 1 January 2014, allow
institutions notto includein any element of own funds
unrealised gains or losses on exposures to central
governments classified inthe "Availablefor Sale"
category of EU-endorsed |AS 39.

The treatment set outin the second subparagraph
shall beapplied until the Commission has adopted a
regulation on the basis of Regulation (EC) No
1606/2002 endorsingthe International Financial
Reporting Standard replacingIAS 39.

3. Competent authorities shall determine and publish
the applicable percentage in the ranges specifiedin
points (a) to (d) of paragraph 2.
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Article468(2)-(3) | 2. For the purposes of paragraph 1, the applicable Transitional General Applicable percentage of unrealised gains thatmust be
(Unrealised Gains | percentage shall be100 % duringthe periodfrom 1 Own Funds excluded incalculation of CET 1 items is as follows:
Measured at Fair | January2014to 31 December 2014, and shall, after 2017;20%
Value) that date, fall within the followingranges:
(a) 60 % to 100 % duringthe period from 1 January The Central Bank has not exercised the permission
2015 to 31 December 2015; containedinArticle 468(2), paragraph 2.

(b) 40 % to 100 % duringthe period from 1January
2016 to 31 December 2016;

(c) 20 % to 100 % for the period from 1 January 2017
to 31 December 2017.

From 1 January 2015, where under Article467 a
competent authority requires institutions toincludein
the calculation of Common Equity Tier 1 capital 100 %
of their unrealised losses measured atfairvalue, that
competent authority may also permitinstitutions to
includeinthat calculation 100 % of their unrealised
gains atfairvalue.

From 1 January 2015, where under Article467 a
competent authority requires institutions toincludea
percentage of unrealised losses measured atfair value
inthe calculation of Common Equity Tier 1 capital,
that competent authorityshall notsetanapplicable
percentage of unrealised gains under paragraph 2 of
this Articlewhichresults ina percentage of unrealised
gains thatisincludedinthe calculation of Common
Equity Tier 1 capital thatexceeds the applicable
percentage of unrealised losses setinaccordancewith
Article467.

3. Competent authorities shall determine and publish
the applicable percentage of unrealised gains in the
ranges specifiedin points (a) to (c) of paragraph 2 that
is removed from Common Equity Tier 1 capital.
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Article473(1) 1. By way of derogation from Article 481 duringthe Transitional General The Central Bankis not minded to exercisethis discretion.
(Introduction of period from 1 January 2014 until 31 December 2018, Own Funds
amendments to competent authorities may permitinstitutions that
IAS 19) prepare their accounts in conformity with the
international accountingstandardsadoptedin
accordancewith the procedure laid downin Article
6(2) of Regulation (EC) No 1606/2002 to add to their
Common Equity Tier 1 capital theapplicableamountin
accordancewith paragraph 2 or 3 of this Article, as
applicable, multiplied by the factor appliedin
accordancewith paragraph4.
Article478 1. The applicable percentage for the purposes of Transitional General Applicable percentage for deductions under a) i),ii),iii)and
(Applicable Article468(4), points (a)and (c) of Article 469(1), point | Own Funds iv)is as follows:2017;80%

percentages for
deduction from
Common Equity
Tier 1, Additional
Tier 1 andTier 2
items)

(a) of Article474 and point(a) of Article476 shall fall
within the followingranges:

(a) 20 % to 100 % for the period from 1January 2014
to 31 December 2014;

(b) 40 % to 100 % for the period from 1 January 2015
to 31 December 2015;

(c) 60 % to 100 % for the period from 1 January 2016
to 31 December 2016;

(d) 80 % to 100 % for the period from 1 January 2017
to 31 December 2017.

2. By way of derogation from paragraph 1, for the
items referred in point (c) of Article36(1)that existed
priorto ..., the applicable percentage for the purpose
of point (c) of Article469(1) shall fall within the
followingranges:

(a) 0 % to 100 % for the period from 1 January 2014 to
2 January 2015;

(b) 10 % to 100 % for the period from 2 January 2015
to 2 January 2016;
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(c) 20 % to 100 % for the period from 2 January 2016
to 2January 2017;

(d) 30 % to 100 % for the period from 2 January 2017
to 2January 2018;

(e) 40 % to 100 % for the period from 2 January 2018
to 2January 2019;

(f) 50 % to 100 % for the period from 2 January 2019
to 2January 2020;

(g) 60 % to 100 % for the period from 2 January 2020
to 2January2021;

(h) 70 % to 100 % for the period from 2 January 2021
to 2January 2022;

(i) 80 % to 100 % for the period from 2 January 2022 to
2 January 2023;

(j) 90 % to 100 % for the period from 2 January 2023
to 2January 2024.

3. Competent authorities shall determine and publish
anapplicablepercentage inthe ranges specifiedin
paragraphs 1 and 2 for each of the following
deductions:

(a) the individual deductions required pursuantto
points (a) to (h) of Article36(1), excluding deferred tax
assets that rely on future profitabilityand arisefrom
temporary differences;

(b) the aggregate amount of deferred tax assets that
rely on future profitability and arise from temporary
differences and the items referred to in point(i) of
Article36(1) thatis required to be deducted pursuant
to Article4s;

(c) each deduction required pursuantto points (b) to
(d) of Article 56;

(d) each deduction required pursuantto points (b) to
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(d) of Article 66.

Article479(4) Competent authorities shall determine and publishthe | Transitional General Applicable percentage for the recognition in consolidated
(rate of minority | applicable percentage inthe ranges specifiedin Own Funds CET 1 capital ofinstruments and items that do not qualifyin
interest de- paragraph 3; minority interests as follows: 2017;20%
recognition from
CET1)
Article480(3) 3. Competent authorities shall determine and publish Transitional General Applicablefactor for the recognitionin consolidated own
(De-recognition the valueof the applicablefactorinthe ranges Own Funds funds of minority interests and qualifying AT1 and Tier 2
inconsolidated specifiedinparagraph 2. capital as follows:2017;0.8
own funds of
minority interests
and qualifying
Additional Tier 1
andTier 2
capital)
Article481(1)-(5) | 1.By way of derogation from Articles 32 to 36, 56 and Transitional General Additional filters and deductions will beremoved atthe
Additional filters | 66, duringthe periodfrom 1 January2014+to 31 Own Funds followingrates p.a. to end-2017; 2017;20%

and deductions)

December 2017, institutions shall makeadjustments
to includein or deduct from Common Equity Tier 1
items, Tier 1 items, Tier 2 items or own funds items
the applicable percentage of filters or deductions
required under national transposition measures for
Articles 57,61, 63, 63a,64 and 66 of Directive

The derogation in 2) will notbe applied.

1. Irish financial institutions were notified by letter (dated
18 February 2009) of the current capital treatment required
for Defined Benefit pensionschemes and are required to:

¢ Reverse out the accountingsurplus or deficiton the
defined benefit scheme;
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2006/48/EC, and for Articles 13 and 16 of Directive
2006/49/EC, and which arenot requiredin accordance
with Part Two of this Regulation.

2. By way of derogation from Article36(1)(i)and
Article49(1) , duringthe period from the 1 January
2014 to 31 December 2014, competent authorities
may require or permit institutions to apply the
methods referred to in Article49(1) where the
requirements laid downin point(b) of Article49(1) are
not met, rather than the deduction required pursuant
to Article36(1). Insuch cases, the proportion of
holdings of the own funds instruments of a financial
sector entity in which the parent undertaking has a
significantinvestmentthat is notrequired to be
deducted in accordancewith Article49(1) shall be
determined by the applicable percentage referred to
in paragraph 4 of this Article. The amount thatis not
deducted shall besubjectto the requirements of
Article49(4), as applicable.

3. For the purposes of paragraph 1, the applicable
percentage shall fall within the followingranges:

(a) 0 % to 80 % for the period from 1 January 2014 to
31 December 2014;

(b) 0 % to 60 % for the period from 1 January 2015 to
31 December 2015;

(c) 0 % to 40 % for the periodfrom 1 January 2016 to
31 December 2016;

(d) 0 % to 20 % for the period from 1 January 2017 to
31 December 2017.

e [fthe planisindeficit,the Central Bank must applya
“prudential filter” deduction to Tier 1 Own Funds by
deducting three years supplementary contributions.

¢ Inaddition to the above, the institution must alsoinclude
anadd-on for pensionriskunderits Pillar Il calculation if the
bankhas identified that capital mustbe heldinrespect of
pension risk. The add-on must be for at leastthe amount of
the bank’s minimum funding requirement.

The current Pillarl treatment must be phased out from
2014 onwards. As such,where a planisindeficit,its full
recognitionin CET1 required by 01 Jan. 2018 should be
phasedinaccordingto the percentages indicated for the
next four years. The current Tier 1 deduction andPillar2
treatment for this aspectof pensionriskshould beadjusted
appropriatelyas CET1 recognitionis phasedin.
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4. For the purpose of paragraph 2,the applicable
percentage shall fall between 0% and 50 % for the
period from 1 January 2014 to 31 December 2014.

5. For each filter or deduction referred to in
paragraphs 1and 2, competent authorities shall
determine and publishthe applicable percentages in
the ranges specifiedin paragraphs 3and 4.
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Article486(5)- 5. For the purposes of this Article, the applicable Transitional General Applicable percentages for determining the limits for
(6)(Limits for percentages referred to in paragraphs 2 to4 shall fall Own Funds grandfathering of items within CET1, AT1 and Tier 2 areas
grandfatheringof | withinthe followingranges: follows;
items within (a) 60 % to 80 % duringthe period from 1 January 2017;50%
Common Equity 2014 to 31 December 2014; 2018;40%
Tier 1, Additional | (b) 40 % to 70 % duringthe period from 1 January 2019;30%
Tier 1 andTier 2 2015 to 31 December 2015; 2020; 20%
items) (c) 20 % to 60 % duringthe period from 1 January 2021;10%
2016 to 31 December 2016; Recognition as indicated should beapplied as of 1 January
(d) 0 % to 50% duringthe period from 1 January 2017 of each year rather than on a straight-linebasisduringthe
to 31 December 2017; year.

(e) 0 % to 40 % duringthe period from 1January 2018
to 31 December 2018;
(f) 0 % to 30 % duringthe period from 1 January 2019
to 31 December 2019;
(g) 0 % to 20 % duringthe period from 1 January 2020
to 31 December 2020;
(h) 0% to 10 % duringthe period from 1 January 2021
to 31 December 2021.

6. Competent authorities shall determine and publish
the applicable percentages inthe ranges specifiedin
paragraph5.
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Article495(1) 1. Until 31 December 2017, the competent authorities | Transitional General The Central Bank does not consider thatthis exemption is
(Treatment of may, by way of derogation from Chapter 3 of Part Credit Risk justified on a general basis. Ifthere are specific cases, these

equity exposures
under the IRB
approach)

Three, until 31 December 2017, exempt from the IRB
treatment certain categories of equity exposures held
by institutions and EU subsidiaries of institutionsin
that Member State as at 31 December 2007.The
competent authority shall publish the categories of
equity exposures which benefit from such treatment
inaccordancewith Article 143 of Directive
2013/36/EU.

The exempted positionshallbemeasured as the
number of shares as at31 December 2007 and any
additional sharearising directly asa result of owning
those holdings, provided that they do not increasethe
proportional share of ownershipina portfolio
company.

Ifan acquisition increases the proportional share of
ownershipina specific holding the partof the holding
which constitutes the excess shall notbe subjectto
the exemption. Nor shall the exemption applyto
holdings that were originally subjectto the exemption,
but have been sold andthen bought back.

Equity exposures subject to this provisionshall be
subjectto the capital requirements calculatedin
accordancewith the Standardised Approach under
PartThree, Title I, Chapter 2 and the requirements set
out inTitlelV of Part Three, as applicable.

Competent authorities shall notify the Commission
and EBA of the implementation of this paragraph.

canbe consideredinterms of the roll-outrules for equity

exposures.
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Article496(1) 1. Until 31 December 2017, competent authorities Transitional General The Central Bankis not minded to exercisethis discretion.
(Own funds may waive infull orinpartthe 10 % limitfor senior Own Funds

requirements for
covered bonds)

units issued by French Fonds Communs de Créances or
by securitisation entities which are equivalentto
French Fonds Communs de Créances laid downin
points (d) and (f) of Article129(1), provided that both
of the following conditions arefulfilled:

(a) the securitised residential property or commercial
immovable property exposures were originated by a
member of the sameconsolidated group of which the
issuer of the covered bonds is a member, or by an
entity affiliated to the samecentral body to which the
issuer of the covered bonds is affiliated, where that
common group membership or affiliation shall be
determined at the time the senior units aremade
collateral for covered bonds;

(b) @ member of the same consolidated group of
which the issuer of the covered bonds is a member, or
anentity affiliated to the same central body to which
the issuer of the covered bonds is affiliated, retains
the wholefirstloss tranchesupportingthosesenior
units.

Article500(5)

The competent authorities may, after

consulting EBA, waivethe application of point(b) of
paragraph 1(b) to institutions provided thatall the
requirements for the IRB Approach set out inPart
Three, Title Il, Chapter 3, Section 6 or the qualifying
criteria for the use of the Advanced Measurement
Approach set outin Part Three, Titlelll,Chapter 4, as
applicable,are met

Transitional/
Basel | Floor

Case-by-Case

The Central Bankis minded to exercise this discretion,
where appropriate, on a case-by-casebasis.
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Article12(3) LCR For creditinstitutions whichinaccordance with their Liquidity Case-by-Case | Creditinstitutions thatinaccordancewith their statutes of
Regulation statutes of incorporationareunablefor reasons of incorporationareunablefor reasons of religious

(Level 2B Assets)

religious observanceto holdinterest bearingassets,
the competent authority may allowto derogate from
points (ii)and (iii) of paragraph 1(b) of this Article,
provided there is evidence of insufficientavailability of
non-interest bearing assets meeting these
requirements andthe non-interest bearingassetsin
question are adequately liquidin private markets.

In determining whether the non-interest bearing
assets areadequately liquid for the purposes of the
firstsubparagraph, the competent authorityshall
consider the followingfactors:

(a) the availabledata inrespectof their market
liquidity, including trading volumes, observed bid-offer
spreads, pricevolatilityand priceimpact;and

(b) other factors relevantto their liquidity, including
the historical evidence of the breadth and depth of
the market for those non-interest bearing assets, the
number and diversity of market participants and the
presence of a robust market infrastructure.

observanceto holdinterest-bearingassets mayinclude
corporate debt securities as level 2Bliquid assets in
accordancewith all of the conditions specified in Article
12(1)(b), including points (ii) and (iii), of the LCR Regulation.

For creditinstitutions referred to above, the Central Bank
may, upon application ona case-by-casebasis,allowan
exemption from Article12(1)(b)(ii) and (iii) of the LCR
Regulation, where it deems that the conditions specifiedin
Article 12(3) of the LCR Regulation are met.
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