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COMMENTS ON THE DRAFT ECB REGULATION CONCERNING REPORTING ON SUPERVISORY FINAN CIAL INFORMATION

Issue Article| Comment Concise statement why younroent should be taken on board
Impacts on national 1 Clarification The International Financial RepogiStandards (IFRS) focus mainly on the fair vaueciple
accounting standards instead of the prudence principle as laid dowrm@é®&erman Commercial Code (‘HGB’). As the

(German Commercig
Code)

were acting as a dangerous ‘fire accelerant’. Swwclounting rules cannot be of interest of a

financial crisis has clearly shown, fair value agating induces procyclicality. Even more - IFRS

regulatory authority. In accordance with its taske, ECB must have a vested interest in the styb
of the financial system, especially with the foomsthe credit institutions under its supervision.

In Germany only credit institutions whose secusitiee admitted for trading on an organized capi
market are obligetb prepare consolidated financial statements daogito IFRS (8§ 315a (1) and (
HGB, Regulation (EG) No 1606/2002 of the Europearii&#ment and of the Council of 19 July
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2002). All other credit institutions have the optio prepare consolidated financial statements
according to IFRS (8 315 (3) HGB). However, witheuteption all German credit institutions hay
to prepare their individual financial statementsading to German Commercial Code

(see also § 325 (2a) HGB).

ECB's request for information cannot intervene affdct the national accounting principles. The
German Less Significant Institutions (‘LSI’) areearly without exception — only required to
account in accordance with national accountingdsteds. The implementation of an additional
shadow accounting just to fulfil the requests @f ptanned reporting requirements is not appropri
at all.

This would actually generate excessive administeatosts binding valuable personal, temporal a
technical ressources of the LSI, which then cam’'tibed otherwise. We fear an significant
interference on the business operations of theabh8lconnected with that on the supply of credit
the real economy.

It is obvious that this is inconsistent with thépiple of proportionality, which is required bycital
55 of Council Regulation (EU) No 1024/2013 of 15éber 2013 (‘Regulation No 1024/2013’).

Though the idea of supervising all European instiis on a consistent and harmonized data bas
comprehensible, this doesn't jusitfy in any way idp@orance of clearly applicable law on the part
ECB. So Regulation No 1024/2013 contains basicipies:

- ‘The ECB'’s request for information to perform iaulation should not force the

e
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institutions to apply accounting frameworks diffeyifrom those applicable to them pursuant

to other acts of Union and national law.’ (Recg8lof Regulation No 1024/2013)

- ‘Nothing in this Regulation should be understooaanging the accounting framework

applicable pursuant to other acts of Union ancbnatilaw.’” (Recital 19 of Regulation No
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1024/2013)

Beyond that it should be mentioned that these hasiciples of Regulation No 1024/2013 are
compulsory for all deviated legal acts and thenedagicularly for all regulations legislated by ECB

The introduction of reporting obligations on thesisaof IFRS-data also for LSI, which are also

commited to account on the basis of national adtogiprinciples, is not in line with the principles
of Regulation No 1024/2013 and therefore canna@doepted. This includes the planned reportin
formats ‘simplified supervisory financial reportirand ‘supervisory financial reporting data points
which refer in various cases on IFRS-data (e.gsdiaation of financial instruments).

The first principles of the Regulation No. 1024/2@&bmprehend that the reporting of data during
the year could not lead to a constructive obligafar the institutions to generate quarterly

statements. Quarterly statements are only reqérioed some instituts which are geared to the caf
market (8 264d HGB). Also in this point the ECB Goltation exceeds improperly the requiremer
of national GAAP.

The Regulation (EU) No 575/2013 of the Europeatidaent and of the Council of 26 June 2013
(‘Regulation No 575/2013’) does not constitute galdbasis for a extensive reporting based to IFF
data. The ECB could not carry out the option oide&t99 (6) Regulation No 575/2013, i.e. the
obligation to report IFRS-data, besides solo ingtins because they do not possess consolidate
data. Also Article 24 (2) Regulation No 575/201%dmot constitute a obligation to a reporting
based on IFRS-data.

QL
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ECB Reporting of
supervisory financial
information versus
national reporting of

Amendment

German credit institutions are already obligedetmort (among other things) financial information
(8 25 (1) KWG, § 2 (1) FinaV) on a quarterly beemsl balance sheet information (BISTA) even o
monthly basis (BISTA) to the national supervisougtarity.
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supervisory
information

In his context, there are significant overlaps lesthe existing national and the planned europe
reporting requirements. Not least with referencthéoprinciple of proportionality, we request that
the european reporting requirements - to easeutuehb on the LSI - are based on the already
existing national reporting requirements. Additibdata should only be gathered if the national
reporting is incomplete and as well as the inforamais absolutely necessary for regulatory
purposes.

Templates: simpliefied
supervisory financial
reporting and
supervisory financial
reporting data points

Annex
1,
v,V

Amendment

The overwhelming majority of the data containing tamplates for ‘simplified supervisory financi
reporting’ as well as for ‘supervisory financiapgeting data points’ cannot be filled without
reconciliation between the national accounting &aas and IFRS.

The following exemplary shortlist shows data fieldkich are provided by the european reporting
requirements but do not exist in the German Comiale@ode. Usually these items account for an
significant part of the credit institutions balarsteet total.

Annex |, Table 2:
- Breakdown of financial assets by instruments anddunterparty sector:
o Financial assets designated at fair value througfit pr loss (template number 4.2
o0 Available for-sale-financial assets (template nunzh®)
0 Loans and receivables and held to-maturity investsngemplate number 4.4)
o Non-trading non derivative financial assets meaatdair value through profit or
loss (template number 4.7)
o0 Non-trading non derivative financial assets measatdair value to equity (templa
number 4.8)
- Derivates — Trading, Derivates — Hedge accountemglate number 10)
- Fair value hierarchy: financial instruments at faifue (template number 14)

Annex IV:
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Financial assets designated through profit or (bssAssets, line 100)

Available-for-sale financial assets (1.1 Assetse 1140)

Held-to-maturity Investments (1.1 Assets, line 210)

Derivatives — Hedge accounting (1.1 Assets, ling) 24

Fair value changes of the hedged items in portfididge of interest rate risk (1.1 Assets,
line 250)

Non-current assets and disposal groups classifiéeblal for sale (1.1 Assets, line 370)
Financial liabilities designated at fair value thgh profit or loss (1.2 Liabilities, line 070)
Derivatives — Hedge accounting (1.2 Liabilitiesglil50)

Fair value changes of the hedged items in porttodidge of interest rate risk (1.2 Liabilitie
line 160)

Liabilities included in disposal groups classifeesiheld for sale (1.2 Liabilities, line 290)
Accumulated other comprehensive income (1.3 Eqliitg,090)

Revaluation reserves (1.3 Equity, line 200)

Profit or loss attributable to owners of the par@n8 Equity, line 250)

Minority Interests (1.3 Equity, line 270)

Gains or losses on derecognition ... (2. Statemwieptofit or loss, line 220)

Annex V:

Non-trading non-derivative financial assets measatdair value through profit or loss
(1.1 Assets, line 171)

Non-trading non-derivative financial assets measatdair value to equity (1.1 Assets, lin
175)

Revaluation Reserves (1.3 Equity, line 200)

Fair Value Reserves (1.3 Equity, line 205)

Minority Interests (1.3 Equity, line 270)

In addition, it must be noted that there are mahgiitems, which are also existing in the Germa

Uy

6



EURCPEAN CENTRAL BANK

EUROCESYSETEM

Commercial Code (e.g. tangible assets, intangssets, provisions, non-trading debt instruments
measured at a cost-based method, loans and relesiyaly which the valuation methods differ
substantially between German Commercial Code aR&IfFor example, according to German
Commercial Code impairments to loans and receigdidere to be taken in account much earlier
at a higher amount than its required by IAS 39&t3 9.

In conclusion, the data, which German LSI are &bleliver to the ECB will remain incomplete
and/or incomparable. However, based on the clgat Btuation of the Regulation No 1024/2013
ECB cannot force German LSI to create a reconchab IFRS.

Furthermore, even a obligatory application of thR$ in the whole EU for all credit institutions
(including the non-capital market oriented LSI) \wbnot increase the comparability of financial
statements because the IFRS contain many impligdngpand a lot of valuation options.
Moreover the IFRS are seen in the well-establiditecture as highly aggregated and complicate
Based to the implicated mistake probability a hagllity supervision could not be imposed on
IFRS-data-reporting.
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