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1 Credit risk 4.3 Days past due criterion 66

80

Amendment

The statement that a default flag should be activated on the onset of
the 91st consecutive day after the materilaity threshold was exceeded
does not fully comply with CRR and EBA requirement in this respect
and also is not in line with the practice of how banks' processing
systems operate. Both the CRR and EBA GL on default definition
require to recognize default based on DPD criterion if the obligor is
more than 90 days past due on any material credit obligation. "More
than 90" means at least 91 days. An institution can only conclude
whether the obligor was in material past due for 91 days after the
closure of the business day and processing of the respective
payments for the 91st day. This can be done only at the end of the
91st day, but not on the onset. On the onset of the 91st day only
readily processed data for the 90th day is available. If a bank activates
a default flag in the morning of 91st day, default would be recognized
based on the status as of the 90th day, i.e. exposure, past due,
payments etc. will be available as of the 90th day, instead of 91st,
whereas "more than 90" is required by the CRR and EBA GL.
Furthermore, the processing of payments in the core banking system
and default recognition engines usually run in the evening and/or
overnight, so that an additional run of these systems on the onset of
the day (i.e. in the morning) is usually not possible.

We kindly ask to reformulate this sentence in chapter 4.3 and state
that: "At the end of the 91st consecutive day after the materiality
threshold is exceeded for the first time, the institution should activate
the default flag for all affected exposures”, or delete this statement in
order to avoid misinterpretation.

Recognition of default due to DPD on the onset of the 91st day is not fully in line
with CRR and EBA requirements to recognize default if an obligor is materially
past due for more than 90 days and is also not feasible operationally /
technically.




