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Comment

Concise statement why your comment should be taken on
board

Amendment

Proposed change: p. 12, para 2(i): "significant sub-entities or
significant groups of sub-entities" should be replaced by "all subentities or groups of sub-entities"
Explanation: Restricting the requirement to hold minimum amount
of liquid assets only to significant sub-entities
(i) jeopardizes financial stability by increasing potential
vulnerabilities to abrupt liquidity shocks in case of SIs which do not
fulfill criteria for significant sub-entities but still are important in their
jurisdictions,
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(ii) creates uneven playing field for SIs and
(iii) is not in line with Art 8(3)(c) CRR.
In case that this comment is not accepted, at least all O-SIIs
should be considered as significant sub-entities, which is also
consistent with criteria for corporate governance on p. 34. The
current definition of significant sub-entities is not well suited for
smaller banking sector like Slovakia and significant sub-entities are
selected only on the basis of the artificial criterion of three largest
banks, without considering ant other indicators of systemic
importance for the banking sector. In case of Slovakia, there is one
O-SII which is not included in the three largest banks.
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Amendment

Proposed amendment: Liquidity waivers can only be granted
subject to reasoned and formalized request of the management
bodies of each particular entity which should be part of the liquidity
sub-group, ensuring that they fully understand the implications of
the liquidity waiver in the event that it is granted.
Explanation: The aim is to ensure that the liquidity waiver is
requested at both parent and subsidiary level while fully taking into
account not only potential benefits but also risks. In addition, if it
fully consistent with the analogous requirements for preferential
liquidity outflows and inflows (see p. 25 and 28 of the guide).

Amendment

Proposed amendment: The effect of liquidity waivers should be
subject to sufficiently long transitional arrangement. In particular,
the decrease of the minimum requirements on liquid assets from
current level to 75 % LCR should be gradually phased-in during
minimum horizon of 4 years.
Explanation: The minimum amount of liquid assets at the level of
75% LCR represents significant easing of liquidity requirements for
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Slovak banks. They are currently subject to national liquidity
requirements which are considerable stricter compared to EU LCR,
even at 100 % level. In addition, these national liquidity
requirements ensure that maturity mismatch risk which is one of
the most important and increasing macroprudential risks in Slovak
banking sector, is currently sufficiently mitigated by large volume of
liquid assets held by banks. Immediate significant release of
liquidity requirements could have therefore potentially large-scale
adverse impact on financial stability. This topic is described in
details in the Financial Stability Report - May 2015 (pages 51-61)
published by the Národná banka Slovenska.
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Deletion

Proposed changes: Delete last paragraph on p. 12, referring to
future decrease of the level of HQLA to 50 %.
Explanation: As described above, the significant relaxation of
liquidity requirements due to liquidity waivers in subsidiary-based
banking sectors might significantly amplify potential impact of
systemic liquidity risk. Therefore, future policy stance should be
subject to thorough impact analysis on the level of individual
banking sector without preempting its results at the current stage.

Clarification

Proposed changes: In the first subparagraph of Chapter 1,
paragraph 3 on page 5, it should be clarified that capital waivers
can be granted only within the same Member State. "The ECB is of
the view that the application of prudential requirements may be
waived for subsidiaries of credit institutions, as well as parent credit
institutions, located in the same Member State, following a caseby-case assessment and provided that the conditions set out in
Article 7(1), (2) and (3) of the CRR are satisfied."
Explanation: As the interpretation of Article 7 is not straightforward,
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this change would be benefitial in order to increase the readibility
and avoid possible misinterpretation of this part of the Guide.
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Amendment

Article 400(3) of Regulation (EU) No 575/2013 states that
competent authorities may only make use of the exemptions
provided in Article 400(2) of that regulation where two conditions
are met. Therefore by granting the exemptions in Article 400(2) the
competent authority ascertains the fulfillment of the conditions laid
down in Article 400(3). The competent authority cannot transfer the
burden of proof on the fulfillment of conditions laid down in Article
400(3) on the institutions by granting the exemptions before
verifying the fulfillment of the conditions laid down in Article 400(3).
If the fulfillment of the conditions laid down in Article 400(3) is
based on the judgment of the institution, which could differ from
that of the competent authority, the institutions will not have legal
certainty about regulatory requirement, which, which the
institutions shall be subject to. Hence the draft regulation shall
either be amended in order to require the verification of the
fulfillment of the conditions laid down in Article 400(3) CRR by the
competent authority before granting the exemption, or grant the
exemptions from large exposures by decisions addressed to
individual institutions and delete Article 9 from the draft regulation.

Amendment

We suggest to amend the limit on intra group exposures in such a
way, the exposure of an institution to its parent undertaking, other
subsidiaries of that parent undertaking or its own subsidiaries shall
never exceed 100% of the institution's eligible capital. Exposures
higher than 100% of institution's eligible capital can spread
contagion in time of distress throughout the whole group and lead
to default of otherwise solvent institutions. Unless the Banking
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Union is fully implemented also with the second (the second pillar
is subject to transitional provisions until 2024) and third pillar (not
implemented yet), such contagion can lead to shifting fiscal burden
between Member States, which is undesired. We believe that there
are no possible measures to adress the concentration risk
exceeding 100% of institution's eligible capital so in this case the
condition laid down in Article 400(3) will not be fulfilled. Adoption of
the exemptions could worsen the situation in healthy subsidiaries
of problematic financial groups. Subsidiaries, which currently have
higher credit rating than their parent undertaking can be
downgraded after the adoption of this exemption, which can have
negative consequences on the financial position of the subsidiary.
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Amendment

Proposed amendment: The effect of large exposures exemptions
in accordance with Article 400(2)(b) should be subject to
sufficiently long transitional arrangement. In particular, the increase
of the cap on intragroup exposures from 25 % to 100 % of own
funds should be gradually phased-in during a minimum horizon of
3 years.
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