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Upcoming regulatory changes
CRR Il / CRD VI

In response to the global financial crisis, the Union
embarked on a wide-ranging reform of the prudential
framework for institutions aimed at increasing the
resilience of the EU banking sector. One of the main
elements of the reform consisted in implementing
international standards agreed by the Basel
Committee for Banking Supervision, specifically the
so-called “Basel Il reform”. Thanks to this reform, the
EU banking sector entered the COVID-19 crisis on a
resilient footing. However, while the overall level of
capital in EU institutions is now satisfactory on
average, some of the problems that were identified in
the wake of global financial crisis have not yet been
addressed.

To address those problems, provide legal certainty and
signal our commitment to our international partners
in the G20, it is of utmost importance to implement
the outstanding elements of the Basel Il reform
faithfully. At the same time, the implementation
should avoid a significant increase in overall capital
requirements for the EU banking system on the whole
and take into account specificities of the EU economy.

The output floor represents one of the key measures of the
Basel Ill reforms. It aims at limiting the unwarranted
variability in the regulatory capital requirements produced
by internal models and the excessive reduction in capital
that an institution using internal models can derive relative
to an institution using the revised standardised approaches.

The Basel Committee has found the current standardised
approach for credit risk to be insufficiently risk sensitive in
a number of areas, leading to inaccurate or inappropriate
measurement of capital requirements. The provisions
regarding the SA-CR should therefore be revised to increase
the risk sensitivity of that approach in relation to several key
aspects.

It is appropriate not to oblige institutions to use the IRB
Approach for all of their exposures. It is also appropriate to
restrict the use of the IRB Approach for exposure classes
where robust modelling is more difficult to implement, in
order to increase the comparability and robustness of
capital requirements.

In order to complete the reform agenda introduced after
the financial crisis of 2008-2009 and to address the
deficiencies in the current market risk framework, binding
capital requirements for market risk based on the final
FRTB standards should be implemented in Union law.
Institutions with medium-sized trading books should be
allowed to use a simplified standardised approach to
calculate own funds requirements for market risk, in line
with the internationally agreed standards.

The BCBS has revised the international standard on
operational risk to address weaknesses that emerged in the
wake of the 2008-2009 financial crisis. Besides a lack of risk-
sensitivity in the standardised approaches, a lack of
comparability arising from a wide range of internal
modelling practices under the Advanced Measurement
Approach were identified. Therefore, and in order to
simplify the operational risk framework, all existing
approaches for estimating the operational risk capital
requirements were replaced by a single non-model-based
method.

It is necessary to reduce the compliance burden for
disclosure purposes and to enhance the comparability of
disclosures. EBA should therefore establish a centralised
web-based platform that enables the disclosure of
information and data submitted by institutions. That
centralised web-platform should serve as a single access
point on institutions’ disclosures, while ownership of the
information and data and the responsibility for their
accuracy should remain with the institutions that produce it.
To allow for a greater integration of supervisory reporting
and disclosures, EBA should publish institutions’ disclosures
in a centralised manner, while respecting the right of all
institutions to publish data and information themselves
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In response to the global financial crisis, the Union
embarked on a wide-ranging reform of the prudential
framework for institutions aimed at increasing the
resilience of the EU banking sector. One of the main
elements of the reform consisted in implementing
international standards agreed by the Basel
Committee for Banking Supervision, specifically the
so-called “Basel Il reform”. Thanks to this reform, the
EU banking sector entered the COVID-19 crisis on a
resilient footing. However, while the overall level of
capital in EU institutions is now satisfactory on
average, some of the problems that were identified in
the wake of global financial crisis have not yet been
addressed.

To address those problems, provide legal certainty and

signal our commitment to our international partners
in the G20, it is of utmost importance to implement
the outstanding elements of the Basel Il reform
faithfully. At the same time, the implementation
should avoid a significant increase in overall capital
requirements for the EU banking system on the whole
and take into account specificities of the EU economy.

To properly assess the ESG risks that institutions may face, it
is imperative that markets and competent authorities
obtain adequate data from all entities exposed to those
risks. In order to ensure that competent authorities have at
their disposal data that are granular, comprehensive and
comparable for an effective supervision, information on
exposures to ESG risks should be included in the
supervisory reporting of institutions. To guarantee a
comprehensive transparency to the markets, disclosures of
ESG risks should also be extended to all institutions

The Commission should transpose into Union law the
revised standards for the capital requirements for CVA risks.
When implementing the initial Basel Ill reforms in Union
law, certain transactions were exempted from the
calculation of capital requirements for CVA risk. The
exemptions should be maintained. To help supervisors
monitor the CVA risk arising from the exempted
transactions, institutions should report the calculation of
capital requirements for CVA risks of the exempted
transactions that would be required if those transactions
were not exempted.

Competent authorities, their staff and members of their
governance bodies should be independent of political and
economic influence. Directive 2013/36/EU should provide
more detailed provisions for Member States to ensure that
the competent authorities, including their staff and
members of the competent authority’s governance bodies,
act independently and objectively. In this context, minimum
requirements should be laid down to prevent conflicts of
interests.

The regulation of branches established by undertakings in a
third country to provide banking services in a Member State
is subject to national law and only harmonised to a very
limited extent by Directive 2013/36/EU. While third country
branches have a significant presence in Union banking
markets, they are currently subject only to very high level
information requirements, but not to any Union-level
prudential standards or supervisory cooperation
arrangements.

Such fragmented regulatory landscape creates risks to the
financial stability and market integrity of the Union which
should be properly addressed through a harmonised
framework on third country branches. Such a framework
should comprise minimum common requirements on
authorisation, prudential standards, internal governance,
supervision and reporting.

To maintain adequate resilience to the negative impacts of
ESG factors, institutions established in the Union need to be
able to systematically identify, measure and manage ESG
risks, and their supervisors need to assess the risks at the
level of the individual institution as well as at the systemic
level, giving priority to environmental factors and
progressing to the other sustainability factors as the
methodologies and tools for the assessment evolve.



Upcoming regulatory changes
CRR Il / CRD VI
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Legislative process for the Banking Package

The European Council has now adopted a 'General Approach' on the CRD6/CRR3 Banking Package, one of the
most important points in reaching an agreement on a final law to implement the Basel 3 final reforms in the

EU

m | TRILOGUES
furcpesn - European Council

PROPOSAL = '
CRD6/CRR3 was proposed on 27 Eéﬂ European Parliament
October 2021

v

Generally, a two-year period from proposal to adoption

Parliament ,Report”
09/02/2023
EP rapporteur draft report Adoption expected in

Start of negotiations

Commission’s proposal Council General Approach 1Q2023 — start of trilogues under
27/10/2021 08/11/2022 Swedish Presidency
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CRR 3 - changes
General provisions

Definitions New definitions:
* investment holding company
* pure industrial holding company

* legal Risk
* model Risk
* |ICT Risk

* environmental, social or governance Risk

* environmental Risk

* physical Risk

* transition Risk

* social Risk

* governance Risk

* gold bullion

* property value

* commercial immovable property

* income producing real estate exposure

* non-income producing real estate exposure

* exposure secured by residential property

* exposure secured by commercial immovable property

* exposure secured by immovable property

* non-ADC exposure

* revolving exposure

* transactor exposure

* credit obligation

* credit exposure

» credit facility

* margin of conservatism

* appropriate adjustment

* small and medium-sized enterprise

* commitment

* unconditionally cancellable commitment
Definition of financial sector entity was amended by deleting an ancillary services undertaking included in the consolidated financial situation of an institution. Modification of
financial sector entity definition results in a change of scope of prudential consolidation (ancillary services undertakings are excluded from the scope of prudential
consolidation).
Definition of residential property was extended by including land accessory in it.

© 2023 For information contact Deloitte CE.



CRR 3 - changes
General provisions

Own funds

Deduction for non-performing exposures
Undertakings in third countries

Inclusion in the trading book

© 2023 For information contact Deloitte CE.

Modification of algorithm for calculating CET1 capital for the purpose of 10% threshold calculation used in calculating:

* deductions of holdings of Common Equity Tier 1 instruments where an institution does not have a significant investment in a
financial sector entity

* threshold exemptions from deduction from Common Equity Tier 1 items

* deductions of holdings of Additional Tier 1 instruments where an institution does not have a significant investment in a financial
sector entity

* deductions of Tier 2 instruments where an institution does not have a significant investment in a relevant entity

* deductions of eligible liabilities where the institution does not have a significant investment in G-Sll entities

Exclusion of exposures guaranteed or insured by an official export credit agency from the special treatment in terms of requirements regarding
NPLs insufficient coverage

For the purpose of requirements regarding minority interest and additional Tier 1 and Tier 2 instruments issued by subsidiaries, the term
,institution” and ,investment firm’ shall include also undertakings established in third countries

Additional requirements regarding classification to the trading book and assessment of the scope of the trading book

10



Credit risk

Standardised approach

CCF - credit
conversion factor

Exposure classes

Exposures to regional
governments or local
authorities

Exposures to public
sector entities

Multilateral
development banks

Elimination of CCF=0% for unconditionally cancellable commitments (with transitional arrangements)
CCF=40% for most of commitments (in spite of maturity)
CCF=10% for commitments that are unconditionally cancellable

Contractual arrangements offered by an institution, but not yet accepted by the client, that would become commitments if
accepted by the client, shall be treated as commitments and have a CCF assigned as other off-balance sheet exposures.

Elimination of high risk exposure class n/a
New exposure class: subordinated debt

Exposures secured by mortgages on immovable property exposure class is replaced by exposures secured by mortgages on immovable
property and ADC exposures exposure class

No special treatment of exposures to regional governments or local authorities which are unrated and have an original effective
maturity of three months or less (European Council version).

Change of mapping between credit quality steps and risk weights (European Commission and European Parliament version)
Change of approach for unrated exposures (European Commission and European Parliament version)

Change of mapping between credit quality steps and risk weights (European Commission and European Parliament version)

Change of mapping between credit quality steps and risk weights for rated MDBs

Credit quality step 1 2 3 4 5 6
Risk weight - CRR 2 20% 50% 50% 100% 100% 150%
Risk weight - CRR 3 20% 30% 50% 100% 100% 150%

Change of RW for unrated MDBs not listed in Art. 117 into 50% (in the CRR 3 version published by the European Council).
Change of approach for unrated exposures (European Commission and European Parliament version)

© 2023 For information contact Deloitte CE.

Data required in order to
assign off-balance sheet
exposures to buckets

Data on contractual
arrangements offered by an
institution, but not yet
accepted by the client

Identification of
subordinated debt positions

n/a

n/a

n/a
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Credit risk
Standardised approach

Institutions * For rated institutions — change of mapping between credit quality steps and risk weights for long-term exposures
Credit quality step 1 2 3 4 5 6
Risk weight - CRR 2 20% 50% 50% 100% 100% 150%
Risk weight - CRR 3 20% 30% 50% 100% 100% 150%

* For rated short-term exposures — replacement of residual time to maturity with original time to maturity

* Special treatment of rated exposures which arise from the movement of goods across national borders with an original time to
maturity of 6 months or less

* For unrated institutions — new approach to risk weights assignment based on internal assessment of counterparty credit risk

Credit risk assessment of

counterparty Grade A+ |Grade A |Grade B |Grade C
Short-term (OTTM) 20% 20% 50% 150%
Long term 30% 40% 75% 150%

Grade A+: CET1 ratio>=14%, leverage ratio >=5%, all criteria for Grade A classification met

* For unrated institutions — additional requirements for exposures not denominated in the domestic currency of the jurisdiction of
incorporation of that institution, or where that institution has booked the credit obligation in a branch in a different jurisdiction — for
exposures not in the domestic currency of the jurisdiction in which the branch operates.

* Preferential treatment of short-term exposures denominated in the national currency of the borrower is eliminated.

* Preferential treatment of trade finance exposures is eliminated.

© 2023 For information contact Deloitte CE.

Data required to assign
grades to unrated
institutions (e.g. current
capital adequacy ratio,
minimum Capital adequacy
ratio after buffers, leverage
ratio)

Identification of exposures
which arise from the
movement of goods across
national borders

Data on location (country)
of an institution or a branch
which has booked the
credit obligation
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Credit risk
Standardised approach

Exposures to * Change of mapping between credit quality steps and risk weights for rated corporates

ERIROISIES Credit quality step 1 2 3 4 5 6
Risk weight - CRR 2 20% 50% 100% 100% 150% 150%
Risk weight - CRR 3 20% 50% 75% 100% 150% 150%

* Separate treatment of specialized lending exposures (SL):
* For rated SLs Risk weight is assigned based on CQS,

* For unrated SLs:

* RW of 100% for object finance exposures (or 80% for high-quality exposures in the CRR 3 version of European
Parliament and European Commission)

*  RW of 100% for commodities finance exposures

*  RW of 130%, 80% or 100% for project finance exposures

Retail exposures * Change of classification criteria to retail exposure class (treatment of exposures secured by residential properties in the calculation of
EUR 1 min threshold)

*  45% RW assigned to transactor exposures

* Additional multiplier of 1,5 for RWs of exposures to natural persons with currency mismatch classified as retail exposures or
exposures secured by mortgages on residential properties

© 2023 For information contact Deloitte CE.

Identification of specialized
lending exposures

For specialized lending
exposures — information
required to categorize
exposures as:

- object finance
- commodities finance
- project finance

For project finance —
additionally information on
project phase

Information required to
identify transactor
exposures

Currency of the client’s
income (for natural
persons)
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Credit risk

Standardised approach

Exposures secured on
mortgages

New requirements regarding valuation of properties, including the necessity to consider the average value measured for that
property, or for a comparable property over the last six years (European Commission and European Council version) or eight years
(European Parliament version)

In CRR3 version published by the European Commission and the European Parliament, additional constraints regarding the use of
statistical methods for valuation or revaluation of properties, including:

* arequirement to get the competent authority’s approval to use statistical models (only European Commission version)
* arequirement to have an adequate documentation of the models and their application

* arequirement of regular back-testing and independent validation of the models

* arequirement to have up-to-date data of high quality, based on which the models are built

Change of approach to RWs assignment — according to the diagram on the next slide

Additional multiplier of 1,5 for RWs of exposures to natural persons with currency mismatch classified as retail exposures or
exposures secured by mortgages on residential properties

© 2023 For information contact Deloitte CE.

Identification of ADC
exposures

Identification of IPRE
properties

Information whether the
property is the obligor’s
primary residence
Information whether the
property is fully completed
Information regarding type
of property (including
agricultural land or forest)
Information on number of
housing units in the
property

ETV ratio (exposure-to-
value)

Historical value of property
(or comparable properties)
from the last 6 years
Property value from the
loan origination date
Currency of the client’s
income (for natural
persons)



Credit risk
Standardised approach

NO  par. 3 conditions
met?

Residential
property

YES  collateral and low
risk exposure?

© 2023 For information contact Deloitte CE.

YES Residential or
- commercial
property?

NO

- IPRE exposure?
NO

YES

RW=150%

YES
RW=100%

NO

Residential
property

Commercial
property

Risk weight as for
unsecured exposures

RW=150%

* non-IPRE exposure
or

* IPRE exposure
meeting certain
criteria

* IPRE exposure not
meeting certain
criteria

Non-IPRE exposure

IPRE exposure

Treatment according to

art. 125(1)

Treatment according to
art. 125(2)

Treatment according to
art. 126(1)

Treatment according to

art. 122(2)
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Credit risk

Standardised approach — exposures secured on mortgages

Residential mortgages

Article 125(1)

* the part of the exposure up to 55% of the property value shall be assigned a risk

weight of 20%

* the remaining part of the exposure, if any, shall be risk weighted as an exposure that
is not secured by residential property

Article 125(2)

Risk weight assigned in accordance with the respective exposure-to-value (ETV) risk

weight bucket

Article 126(1)

* the part of the exposure up to 55% of the property value shall be assigned a risk

weight of 60%

is not secured by immovable property

Article 126(2)

Risk weight assigned in accordance with the respective exposure-to-value (ETV) risk

weight bucket

ETV ETV<=50% |50%<ETV<=60% |60%<ETV<=80% |80%<ETV<=90% [90%<ETV<=100% |ETV>100% ETV ETV<=60% |60%<ETV<=80% |ETV>80%
RW 30% 35% 45% 60% 75% 105% RW 70% 90% 110%
Residential mortgages Commercial mortgages

120% 120%

100% 100%

80% 80% _/_,

60% 60% /—_
40% 7 4 40%

2000 - — 20%

O%E\e»e\e\e\e\?\e»e\?\e»e\e\e\e\e»e\e\e\e»e\e\e\e\e»e\e 0%

Lo n i 8388RhkibR528888850

=—Risk weight - CRR 2

=—Risk weight -

CRR 3, art. 125(2)

© 2023 For information contact Deloitte CE.

—Risk weight - CRR 3, art. 125(1)

ETV
42%
45%
48%
51%
54%
57%
60%

63%
66%
69%
72%
75%
78%
81%

84%

87%
90%
93%
96%

99%
102%
105%
108%
111%
114%
117%

= Risk weight - CRR 2
= Risk weight - CRR 3, art. 126(1)
= Risk weight - CRR 3, art. 126(2)

the remaining part of the exposure, if any, shall be risk weighted as an exposure that

16



Credit risk
Standardised approach

Exposures in default + 100% Risk weight for mortgage exposures can be assigned for non-IPRE exposures secured by residential or commercial immovable
property.

Subordinated debt * The following exposures shall be treated as subordinated debt exposures:
exposures * a) debt exposures which are subordinated to claims of other ordinary unsecured creditors
* b) own funds instruments to the extent that those instruments are not considered as equity exposures in accordance with
Article 133(1); and
* ) exposures arising from the institution’s holding of eligible liabilities instruments that meet the conditions set out in
Article 72b.

* Subordinated debt exposures shall be assigned a risk weight of 150 %, unless those subordinated debt exposures are deducted from
own funds or subject to the treatment set out in Article 72e(5), first subparagraph.

Exposures in the form <+ For unrated covered bonds, change of mapping between RWs assigned to institutions issuing the bonds and covered bonds
of covered bonds

Equity exposures * Change of definition of equity exposures

* Change of RWs assigned to equity exposures:
*  400% for equity exposures to unlisted companies meeting some conditions*
* 100% for equity exposures incurred under legislative programmes to promote specified sectors of the economy (required
prior permission of the competent authorities, limit of 10% of own funds)
* 0% for equity exposures to central banks
*  250% for other equity exposures*

*Transitional arrangements allow to apply lower (but increasing) RWs in the period 1.01.2025 —31.12.2029

© 2023 For information contact Deloitte CE.

n/a

Identification of
subordinated debt positions

n/a

Identification of equity
exposures to unlisted
companies

Identification of equity
exposures incurred under
legislative programmes to
promote specified sectors
of the economy
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Credit risk
Standardised approach

SUBJECT CHANGE

Master netting * Changes in the calculation of fully adjusted exposure value for exposures subject to master netting agreements

agreements

Financial Collateral * Changes in supervisory volatility adjustments to be applied by institutions under the Supervisory Volatility Adjustments Approach
Comprehensive

Method

© 2023 For information contact Deloitte CE.

IMPACT
DIRECTION

I
11

NEW DATA REQUIREMENTS

* n/a
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Credit risk
IRB approach

Output floor

An analysis carried out in the wake of the financial crisis of

2008-2009 revealed that internal models tend to

underestimate the risks that institutions are exposed to, TREA — the total risk exposure amount of the entity
especially for certain types of exposures and risks, and
hence, tend to result in insufficient capital requirements.
The output floor represents one of the key measures of the
Basel lll reforms. It aims at limiting the unwarranted
variability in the regulatory capital requirements produced
by internal models and the excessive reduction in capital X=72,5%

that an institution using internal models can derive relative

to an institution using the revised standardised approaches. Transitional arrangements
Implementing the output floor faithfully should increase Factor x

the comparability of the institutions’ capital ratios, restore
the credibility of internal models and ensure that there is
a level playing field between institutions that use different
approaches to calculate capital requirements. 1.01.2025-31.12.2025 50% TREA calculation — till 31.12.2029

U-TREA — the un-floored total risk exposure amount of the entity, not
considering output floor (calculated considering internal models)

S-TREA —the standardised total risk exposure amount of the entity (calculated
considering only standardised methods)

According to CRR3 version published by the European 1.01.2026 —31.12.2026 55%
Commission and the Report published by the European
Parliament, the output floor requirement shall be applied at
the highest level of consolidation in the EU. According to 1.01.2028 —31.12.2028 65%
the European Council ,,General Approach”, the output floor
requirement shall be applied at all levels of consolidation
(Member States have a discretion not to apply OF at
individual level).

TREA=min{max{U-TREA,;
1.01.2027 —31.12.2027 60% x*S-TREA};125%+«U-TREA}

1.01.2029-31.12.2029 70%

19




Credit risk
IRB approach

Scope of application

Methodology to assign exposures to exposure classes

RW calculation

© 2023 For information contact Deloitte CE.

Elimination of IRB approach for equity exposure class

Only F-IRB available for:

* Exposures to institutions

* Exposures to other financial sector entities
* Exposures to large corporates

New exposure classes added:

* exposures to regional and local authorities (RGLAS)

* exposures to public sector entities (PSEs)

* general corporates

* specialized lending (SL) exposures, with additional identification of project finance, object finance, commodity finance and income producing real
estate

* corporate purchased receivables

» qualifying revolving retail exposures (‘QRREs’), with additional identification of transactor exposures (QRRE transactors)

* retail exposures secured by residential property

* retail purchased receivables

* other retail exposures

* exposures in the form of units or shares in a ClU

Elimination of a multiplier of 1.06 in RW formula

20



Credit risk
IRB approach

Input floors

Guarantees

Funded Credit Protection

PD input floor for exposures to institutions and corporates increased to 0.05%

PD input floor for retail QRRE revolvers increased to 0,1% and for other retail — to 0,05%
Supervisory LGD for exposures to corporates decreased to 40%

Supervisory LGD for dilution risk of purchased corporate and retail receivables increased to 100%

LGD input floors introduced for exposures to corporates, exposures to regional and local authorities and to public sector entities and retail
exposures

Introduction of CCF input floor

UFCP may be recognized according to own LGD estimates if an institution uses own LGD estimates for both the exposure and the direct
comparable exposures to the protection provider

Different approach to recognizing effects of FCP

© 2023 For information contact Deloitte CE.
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Operational risk
New standardised approach

Operational risk capital = BIC

BIC (BUSINESS INDICATOR COMPONENT) DATA COLLECTION AND GOVERNANCE

Institutions with Bl >= EUR 750 mln shall calculate annual

operational risk loss
Bl - business indicator expressed in billions of euro — sum of 3 components: the interest, leases and dividend component (ILDC), the services

component (SC), and the financial component (FC) Institutions that calculate an annual operational risk loss

shall have in place arrangements, processes and
mechanisms to inform and maintain updated on an

The interest, leases and dividend component (ILDC): Interest income and expenses, the asset component (total ongoing basis a loss data set
gross outstanding loans, advances and interest bearing securities), dividend income. Each component calculated as
the annual average over the last 3 financial years. Institutions shall ensure the soundness, robustness and

performance of the IT infrastructure necessary to

—_ maintain and update the loss data set

@

8 Institutions shall have in place the organisation and
© .

% The services component (SC): other operating income and Expenses, fee and commission income and Expenses. processes to ensure the comprehensiveness, accuracy
£ Each component calculated as the annual average over the last 3 financial years. and quality of the loss data and to review it

ﬁ independently

£

w

>

@

Competent authorities shall periodically review the

quality of the loss data of an institution that calculates an
The financial component (FC): Net profit (loss) on trading book, net profit (loss) on banking book. Each component annual operational risk loss.
calculated as the annual average over the last 3 financial years.

© 2023 For information contact Deloitte CE. 22



Other changes

Market risk, CVA risk and counterparty credit risk

Market risk — simplified standardised
approach

Market risk — alterative standardised
approach

CVA risk

© 2023 For information contact Deloitte CE.

Additional multipliers are introduced to standardised approach of calculating capital requirements for market risk
Calculation of capital requirements for market risk by using the simplified standardised approach is allowed only for banks meeting the specified

thresholds. If the thresholds are not met, the bank needs to calculate capital requirements for market risk using alternative stadardised approach
or alternative internal model approach

Additional qualitative requirements for banks using alternative stadardised approach

Institutions shall report to their competent authorities the results of the calculations of the own funds requirements for CVA risk for all the
transactions that are excluded from the own funds requirements for CVA risk.

Additional requirements and significant changes in standardized approach for CVA Risk (advanced method in the current CRR)
Basic approach (current standardised method):
* Change of formula for capital requirements calculation
* Change of risk weights assigned to counterparties (including differentiation between sectors)
Additional simplified approach introduced — applicable to institutions which size of on- and off-balance-sheet derivative business is below the
lower of thresholds used in counterparty credit risk methods determination. Own funds requirements for CVA risk are calculated as the RWA for

credit risk and counterparty credit risk divided by 12,5

Introduction of conditions which require ceasing to apply simplified approach for CVA calculations and conditions which allow to resume applying
simplified approach for CVA calculations

23



Other changes
Reporting

Reporting requirements Additional reporting requirements related to ESG risks
Means of disclosures:

* Institutions other than small and non-complex institutions shall submit all the information required under Titles Il and Il in electronic format to EBA no
later than the date on which institutions publish their financial statements or financial reports for the corresponding period.

* Institutions shall not be required to but may continue to publish a standalone document that provides a readily accessible source of prudential
information for users of that information or a distinctive section included in or appended to the institutions' financial statements or financial reports
containing the required disclosures and being easily identifiable to those users.

* EBA shall publish annual, semi-annual and quarterly disclosures on its website

Extended scope of disclosures, e.g. for CVA, operational and ESG risk.

ESG risk (based on CRD 6 ESG risk should be included in internal capital calculation and management

requirements)
ESG risk should be included in risk management framework: strategies, policies, processes and systems for the identification, measurement, management and
monitoring of risk

Institutions shall test their resilience to long-term negative impacts of environmental, social and governance risks , both under baseline and adverse scenarios
within a given timeframe,

Competent authorities shall assess and monitor developments of institutions’ practices concerning their environmental, social and governance strategy and risk
management

© 2023 For information contact Deloitte CE.
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CRR 3 impact on capital
requirements
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Basel Il — ECB impact study
Impact analysis in the general
scenario

The impact analysis uses a sample of 160
banks, split between 58 Group 1 banks and
102 Group 2 banks.

The weighted average increase in capital
requirements after a full implementation of
the reform is +15.0% across all 160 banks,
including the offset caused by the negative
leverage ratio impact. For the sub-sample of
large and internationally active banks (Group
1) the impact is +16.0%. For Group 2 banks
the impact amounts to +9.6% (see Table 1).
Without the LR offset effect, the impact would
be 18,2% for all banks (19% for Group 1 and
14,1% for Group 2).

The main drivers of capital requirements
increase are (considering all banks) the output
floor and credit risk. The main drivers for
Group 1 banks are the output floor and
operational risk and for Group 2 banks — credit
risk (standardised approach) and the output
floor.
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Basel Il — ECB impact study

Impact analysis in the EU specific Change in capital requirements (%)
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How to prepare to the
upcoming changes?

CRD6/CRD 3jVebinar



CAPITAL DIMENSION

Impact study of new regulations on capital
requirements, own funds and capital
adequacy ratio. ldentification of possible
issues with capital shortfall.

Portfolio analysis and identification of
areas with the highest capital
requirements increase.

Analysis of possible decrease of capital
requirements

Implementation of changes in IT tools
used for capital requirements calculation
and reporting

© 2023 For information contact Deloitte CE.

How to prepare to the upcoming changes?
Recommended actions

BUSINESS DIMENSION

DATA AND REPORTING

DIMENSION

Explanation of new regulations, their
impact on capital requirements and the
main drivers of changes to other
interested units in the bank

Development of changes in processes and
procedures that will address the new
requirements

Consideration of the regulatory changes in
the strategy, product offering and pricing,
stress testing, etc.

Analysis and implementation of changes
(if necessary) in the loan origination
process

|dentification of gaps in the data, setting
up a plan to close the identified gaps and
start gathering the newly required data

Identification of new reporting and
disclosure needs and appropriate upgrade
of reporting tools

Start parallel run of capital requirements
calculations according to new rules for
internal and external purposes
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Product website: https://www?2.deloitte.com/pl/pl/pages/financial-services/articles/deloitte-fluent-capital-adequacyl.html

¢ Promotional video: https://youtu.be/ CRVM AFJ-s
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Contact

Ewa Kaczynska

Senior Manager

Risk & Regulatory Advisory

Tel: +48 601 288 903

Mail: ekaczynska@deloitte.com

© 2023 For information contact Deloitte CE.
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