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Disclaimer

This presentation is meant for informative purposes only.

This presentation is not intended to create any legally binding effect and does not in any way substitute the legal
requirements laid down in the relevant applicable European Union (EU) and national laws. It may not be relied
upon for any legal purposes, does not establish any binding interpretation of EU or national laws and does not
serve as, or substitute for, legal advice.

This presentation is not intended to trigger any commitment from the SRB and does not give ground to any
request to or deliverables from the SRB.

The presentation has not been approved by the Board and the information herein has not been validated by the
relevant decision-making body.

The information provided does not limit any future decision of the SRB.
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1. Introduction

- SRB covers the largest banks across the Banking Union (resolution strategy is  tuicaton
sought after). 20015%)

- 2021 RPC

Sources: SRB Resolvability Assessment
2022; SRB Annual Report 2022

* Mid-sized banks — between €10 and 100 billion total assets - which tends to
have a funding strategy based on equity and deposits pose challenge to the
implementation of resolution strategies.

Sale of
business

Resolution

90 (82%)
2021 RPC

* Transfer tools can be a solution for mid-sized banks.

« Sale of Business and Asset Separation tools might
be best suited for mid-sized banks but come at a

Bailin cost, as they also need to be funded and made
implementable.

* Yet, “it is absolutely clear that we cannot have a layer of banks that is
considered too big for one of the national insolvency procedures, while

resolvability is considered unfeasible” (Pedro Machado - Thursday, 24 June
2021 at the FRS).
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2. Expectations for banks — operationalisation of resolvability
The Expectations for Banks — Dimensions

Governance Operational continuity and access to FMIs
To facilitate the preparation as well as the To ensure the continuity of the services that are necessary for preserving

implementation of the resolution strategy. critical functions and the core business lines needed for the effective
implementation of the resolution strategy and any consequent restructuring.

Information systems and data requirements

To provide the information necessary for (i) the development and
maintenance of RPs, (ii) the execution of a fair, prudent and realistic

market confidence post-resolution, allowing the valuation and (iii) the effective application of resolution actions.
continued performance of critical functions

during and after resolution.

Loss absorption and
recapitalisation capacity

To absorb losses in resolution, to comply with
the conditions for authorisation and to regain

Communication

To ensure timely, robust and consistent communication
to relevant stakeholders and to support the
implementation of the resolution strategy, as well as

Liquidity and funding
in resolution governance arrangements to ensure an effective
To (i) estimate the liquidity and funding — execution of these plans.
needs for the implementation of the Sl > “ps .
resolution strategy, (ii) measure and ‘ o Separablllty and reStrUCtu"ng

report the liquidity position in resolution
and (iii) identify and mobilise available
collateral that can be used to obtain
funding during and after resolution.

Single
Resolution .
Board https://srb.europa.eu

| To avoid structural obstacles to the operational
implementation of the resolution strategy and the

1 ‘i achievement of the resolution objectives.




2. Expectations for banks — operationalisation of resolvability
The Expectations for Banks — Main deliverables

EfB Dimension

1. Governance

Bank deliverable and context

Governance arrangements supporting resolution preparedness.

2. Loss absorbing and
recapitalisation capacity

Additional liability report
MREL_TLAC quarterly reporting
Bail-in playbook

3. Liquidity and funding in
resolution

Liquidity exercise 2024 — Joint Liquidity Template

4. OCiR and access to FMI
services

|[dentifying, mapping and assessing dependencies.

Actions to mitigate risks to operational continuity and measures to
improve preparedness for resolution.

FMI contingency plans

5. Information systems
and data requirements

Critical function report, CIR report, FMI report, Liability data report
Bail-in MBDT
Valuation self-assessment and self-testing report

6. Communication

Communication plan.

7. Separability and
restructuring

Separability analysis report

Transfer playbook

Solvent Wind Down playbook

Business reorganisation plan analysis report

Single
Resolution
Board

https://srb.europa.eu
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modilisation of
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(putishec June 2023)




The SRB is benchmarking banks’
resolvability  progress in a
heatmap, which is a dedicated tool
based on the resolvability
assessment exercise.

Definition of both horizontal
priorities and bank specific
priorities in the annual SRB priority
letters (September/October 2023).

2. Expectations for banks — operationalisation of resolvability

Quarterly updates from banks on the
areas of closer monitoring.

Other general deliverables requested in
the annual SRB priority letters.

* I|dentification of areas of closer » Submission of resolvability progress

monitoring. report on a yearly basis.

Test * Capabilities listed in the Heatmap should be testable to ensure operationalisation of resolvability
esting

* Tests: Bail-in dry run, deep dives,...

Substantive
impediments

* Conducting close monitoring of resolvability and preparation of the substantive impediments procedure
for those banks which show insufficient progress towards achieving resolvability in line with the EfB.

Single
Resolution
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3. Operationalisation of transfer strategies - Separability

Banks’ structure, complexity and interdependencies do not present obstacles to, and ideally support the operational
implementation of the resolution strategy and the achievement of the resolution objectives.

SEPARABILITY ANALYSIS REPORT (SAR)

I. Perimeter 1st Layer of transfer
identification perimeter

II. Separability 2nd Layer of transfer
assessment perimeter

Il. Market interest
and capacity

Complement to the
perimeter

/. Information

capabilities Transfer perimeter

Single
Resolution .
Board https://srb.europa.eu

TRANSFER PLAYBOOK

Operational document intended for internal use listing necessary
processes, organisational units involved and concrete operational
steps required to :

.. effectively identify the transfer perimeter,
ii.  produce the documents required in VDR,

. implement resolution transaction, both in bank’s IT systems
and in legal terms.

Content: Banks prepare a transfer playbook covering -
» governance framework and communication

» internal processes and timeline for execution

» mitigation strategies for barriers

» potential impediments to execution

11



3. Operationalisation of transfer strategies - Separability

SAR Content Challenges — lessons learnt

Bank’s Separability Analysis Report (SAR)

> Perimeter identification — Iterative process with resolution
authority.

» Separability assessment — assessment of interconnections
between layers

Interconnections

» Financial (e.g. Connections safeguarded by BRRD, Intra-
group guarantees, cross-holdings, outstanding hedges)

» Legal (e.g. contracts with exclusion clauses, joint ventures,
partnerships, cross-entity ownership instruments)

» Operational (e.g. relevant services, staff, operational
(including IT) assets, FMI service providers)

» Business (e.g. Cross-organisational unit links (for example:
client synergies, cross-selling, cost efficiencies), Franchise
impact )

Additional elements

» Market interest and capacity — consideration of strategic and
financial suitability of potential buyers.

> Information capabilities — self-assessment of preparedness to
imEIement transfer perimeter.
Resolution

Board https://srb.europa.eu

» Solvent wind down test demonstrates the separability of
portfolios

» Assessment of interconnections: hard vs soft; business line vs
balance sheet; granularity; safeguarded connections

» Optionality (perimeter units vs one-block perimeter)

» Operational: Contractual arrangements(SLAs, TSAs), Testing
of transfer playbooks, Assessment of non-legal transferability
barriers (e.g. recovery rates for NPLs), Tax impact

> Interplay between recovery

Resolution Authority
» Work with NRAs on national handbooks

» SRB RTOB project - operational tools/templates based on
standard market practices for the preparation and execution of
transfer transactions.

12
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4. Operationalisation of Bail-in

Resolution reporting (resolution
planning): Liability data report,
additional liability data collection

Crisis: Minimum bail-in data
template (MBDT) - standardised
format for providing the relevant
data for the implementation of
the bail-in tool.

VDR

Bail-in dry-run

Operational guidance on bail-in
playbooks (2020, update in
2022)

Banks to submit an updated
version annually

Phasing-in 2020-2022

Iterative process — Workshops

Dry run

Banks for which the foreseen
resolution strategy is bail-in to
draft and submit a BRP analysis
report to demonstrate their
capabilities to identify the
measures available to restore
their long-term viability post
resolution (please note that
SRB may also ask banks for
interim progress update around
June).

lterative process - Workshops

Smaller and less complex banks have improved significantly, closing the gap with larger banks.

Banks have improved their ability to identify and classify their bail-inable liabilities in a way that respects the applicable

hierarchy of claims.

Nevertheless, banks are still working towards automating their MIS capabilities to fully support these processes.

Separability work to support BRP AR.

Single
Resolution
Board

https://srb.europa.eu
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4. Operationalisation of Bail-in
Testing of MIS capabilities and bail-in playbooks

Bank indicates month
for performance of
testing

Bank works on IRT initiates testing Support by the ITN bail-in
mitigation of e.g. with email

challenges requesting testing Questions and answers;

Operational guidance;

Sharing of best practices in 2023

Bail-in playbook and testing stock take

IRT support

IRT analyses report’
and requests

mitigation of observed Bank tests data €XCErcises;
challenges provision within 24
hours Etc.

Bank performs critical

. it I
Bank submits report to reVI(ea;’(Ve?:u!t?;ﬁrna
IRT

Bank considers IRT /

‘ country-specific add- Action by bank
if ted
ons 1 IeqReste B Action by IRT

Single )
“ Resolution https://srb.europa.eu " Possibly together with dedicated IRT-Bank workshops and targeted interviews on the
critical review to investigate the reliability of the internal execution process.

15
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5. MREL

Reporting - Data %
Liability data report B
Additional liability data report
MREL-TLAC quarterly reporting

Sign-off form on eligibility

»Workshops
=) Internal tool

* Conducting ongoing MREL monitoring
to ensure build-up towards the final
targets by the 1 January 2024 general
deadline.

* Publication of MREL dashboards on a
quarterly basis on the SRB’s website.

Single
Resolution .
Board https://srb.europa.eu

Specificities for transfer tools

Right to be heard process (RTBH) « Possible adjustment to RCA,

Communication MREL decision

to NRA

Formal
decision to bank

including the MCC, to reflect the
transfer of assets (sale of business —
share or asset deal, bridge
institution, and/or asset separation).

« Adjustment factor to bank-specific
characteristics within a 10% corridor

e range with an upper limit of 25% and
notification MREL a lower limit of 15%.

MREL shortfalls against final targets of resolution entities by bank category - Source: SRB MREL
dashboard Q3.2023

20

16

% TREA

BMREL shortfall incl. the CBR. EUR bn ©MREL shartfal incl the CBR, % TREA (rhs)

17



Table of Contents

Introduction

Expectations for banks — operationalisation of resolvability
Operationalisation of transfer strategies
Operationalisation of Bail-in

MREL

Conclusion

https://srb.europa.eu

18



6. Conclusion

Policy work

Communication with the industry: Clearly
communicate our policies, decisions and
expectations  through Industry  Dialogues,
workshops, Q&As, publications and by speaking
at public engagements.

When we consult : The need for an open public
consultation is decided on a case-by-case basis.
We may also carry out targeted consultations.

How we consult: Public consultations will be
published as an online survey on the SRB
website, usually for a period of six weeks.
Documents will be provided in English only.

Communication of results: The outcome of the
consultation will be published with the final policy or
guidance document on the SRB website.

Single
Resolution .
Board https://srb.europa.eu

Involvement of banks
Resolution planning:

SRB shares a summary of key elements of the
plan with the bank / Annual resolvability progress
report / publication of resolvability benchmarks

Priority letters

MREL: Right to be heard and publication of
dashboards

Policy on Testing

Development of on-site inspection / deep dives



Annex 1. Ongoing and upcoming work: Separability - CoT

Main
objectives

Main actions

Expected
outcome

Single
Resolution
Board

transferability

Review operational deliverables

Q&A process
Trainings

Increased expertise regarding both
separability and transferability

Approach to separability to increase
optionality and flexibility in resolution

https://srb.europa.eu

Separability Combination of tools

Further development of the guidance on
separability and transferability / work on
operationalisation of transfer tools

|[dentification of core issues for
resolution experts and banks

|dentification of best practices
Expand scope of testing to

Increase the available toolkit by considering
strategies that include more than one
resolution tool

Better tailor the resolution strategy to the
features of the bank and better deliver on the
resolution objectives.

Update the existing policies

Definition of criteria and timeline to support
choice and combination of resolution tools

Assessment and adjustment of operational
requirements

Coordination of overlaps

22



Annex 2. Key publications

KEY POLICIES

« Expectations
for Banks

= 2023 MREL
Policy
(Pubkshed May 2023)

Resolution
Board

L Rt S T
N e

ol

* Public Interest
Assessment
(published June 2019)

« Addendum
{from May 2021)

« Addendum
{from May 2022)

https://srb.europa.eu

OPERATIONAL GUIDANCE

R L
—o-——

« Valuation framework
(published June 2021)

for operational
continuity in

resolution
(published November2021)

.. ——

» Guidance on liquidity
and funding in
resolution
(Principle 3.1. EfB)

* Guidance on solvent
wind-down

(published December 2021)

« Operational guidance for

F
» Operational guidance « Guidance on
for banks on liquidity: liquidity:

identification and
mobilisation of
collateral in resolution
(Principle 3.3. EfB)
(published March 2022)

measurement and
reporting of the
liquidity situation in
resolution

(Principle 3.2. EfB)
(published June 2023)

« Operational guidance
on bail-in playbooks

banks on separability for
(published in June 2022)

transfer tools
(published October 2021)

23



