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EXPLANATORY MEMORANDUM

1 CONTEXT OF THE PROPOSAL

As outlined in the Communication from the Commission to the European Parliament and the
Council ‘A Roadmap towards a Banking Union'}, in the Communication from the
Commission ‘A Blueprint for a Deep and Genuine Economic and Monetary Union Launching
a European Debate’? and in the Four Presidents report ‘ Towards a genuine economic and
monetary union’® in 2012, an integrated financial framework or ‘Banking Union’ is a vital
part of the policy measuresto put Europe back on the path of economic recovery and growth.

Swift progress towards a Banking Union is indispensable to ensure financia stability and
growth in the Euro Area and in the whole internal market. It is a crucial step to overcome the
current financial fragmentation and uncertainty, to ease funding conditions for vulnerable
sovereigns and banks and break the link between the two, and to re-launch cross-border
banking activity in the internal market to the benefit of both Euro Area and non-Euro Area
Member States. Building on the regulatory framework common to the 28 members of the
internal market (single rulebook), the European Commission has therefore taken an inclusive
approach and proposed a roadmap for the Banking Union with different instruments and
steps, potentially open to all Member States but in any case including the 18 currently within
the Euro Area.

In March 2013, the European Council committed to complete the Banking Union via the
following steps. First, the remaining legidative procedures to set up the Single Supervisory
Mechanism (SSM) conferring powers on the ECB to supervise Euro Area banks® should be
concluded as a priority. Second, agreement should be reached in the summer months on how
the European Stability Mechanism (ESM) could, following the establishment of the SSM and
areview of bank balance sheets including the definition of “legacy assets’, recapitalise banks
directly. Likewise in summer 2013, agreement should be reached on the Commission’s
proposals for a Directive of the European Parliament and of the Council of [ ] establishing a
framework for the recovery and resolution of credit ingtitutions and investment firms
(hereinafter ‘Directive [ ] of the European Parliament and of the Council’®). Finally, the
Commission’s proposal for a Single Resolution Mechanism (SRM) together with appropriate
and effective backstop arrangements should be examined as a matter of priority with the
intention of adopting them during the current parliamentary cycle.

As established, the Banking Union will cover al Euro Area Member States and those non-
Euro Area Member States that choose to join. The same EU-wide single rulebook of
prudential requirements® and rules on bank resolution will apply within the Banking Union

Communication from the Commission to the European Parliament and the Council ‘A Roadmap
towards a Banking Union’, COM(2012) 510, 12.9.2012.

Communication from the Commission “A blueprint for a deep and genuine economic and monetary
union Launching a European Debate”, COM(2012) 777 final/2, 30.11.2012.

“Towards a genuine economic and monetary union”, Report by President of the European Council,
Herman Van Rompuy EUCO 120/12, 26.06.2012.

4 COM(2012) 511.

5 Proposal for aDirective of the European Parliament and of the Council establishing aframework for the
recovery and resolution of credit institutions and investment firms and amending Council Directives
77/91/EEC and 82/891/EC, Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC
and 2011/35/EC and Regulation (EU) No 1093/2010 COM (2012) 280, 06.6.2012.

Capital Requirements Regulation and Directive
(CRR/CRDIV)http://ec.europa.eu/internal_market/bank/regcapital/index_en.htm
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(12)
(12)
(13)
(14)

(15)

(16)

(17

(18)

‘resolution action’ means the application of a resolution tool to an institution or an
entity referred to in Article 2, or the exercise of one or more resolution powers in
relation to it;

‘covered deposits mean deposits which are guaranteed by deposit guarantee
schemes under national law in accordance with Directive 94/19/EC and up to the
coverage level provided for in Article 7 of Directive 94/19/EC;

‘eligible deposits means deposits defined in Article 1 of Directive 94/19/EC which
are not excluded from protection according to Article 2 of that Directive, regardiess
of their amount;

‘group level resolution authority’ means the national resolution authority of the
participating Member State in which the institution, or parent undertaking subject to
consolidated supervision, is established;

“credit institution’ means credit institution as defined in point (1) of Article 4(1) of
Regulation (EU) No 575/2013%;

‘investment firm’ means an investment firm as defined in point (2) of Article 4(1) of
Regulation (EU) No 575/2013 that are subject to the initial capital requirement
specified in Article 9 of that Regulation;

‘financial institution” means a financial institution as defined in point (26) of Article
4(1) of Regulation (EU) No 575/2013;

‘parent undertaking’ means a parent undertaking as defined in point (15) of Article
4(1) of Regulation (EU) No 575/2013, including an institution, a financial holding
company or amixed financial holding company;

‘institution under resolution” means an entity referred to in Article 2 in respect of
which aresolution action is taken;

‘institution’” means a credit intitution, or an investment firm covered by consolidated
supervision in accordance with point (c) of Article 2;

‘group’ means a parent undertaking and its subsidiaries, which are entities as referred
toinArticle 2;

‘subsidiaries’ means subsidiary as defined in point (16) of Article 4(1) of Regulation
(EU) No 575/2013;
‘sale of business tool’ means the transfer of instruments of ownership, or assets,

rights or liabilities, of an ingtitution that meets the conditions for resolution to a
purchaser that is not a bridge institution;

‘bridge institution tool’ means the transfer of the assets, rights or liabilities of an
institution that meets the conditions for resolution to a bridge institution;

‘asset separation tool’ means the transfer of assets and rights of an institution that
meets the conditions for resolution to an asset management vehicle;

‘bail-in tool’ means the write-down and conversion powers of ligbilities of an
institution that meets the conditions for resolution;

20

EN EN

Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012, OJL 176, 27.6.2013, p.1.
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e strong central decision-making will ensure that resolution decisions across participating
Member States will be taken effectively and quickly, avoiding uncoordinated action,
minimising negative impacts on financial stability, and limiting the need for financial
support;

e acentralised pool of bank resolution expertise and experience will be able to dea with
failing banks in a more systematic and efficient way than individual national authorities
with more limited resources and experience;

e a Single Bank Resolution Fund will be able to pool significant resources from bank
contributions and therefore protect taxpayers more effectively than national funds, while
at the same time providing a level playing field for banks across participating Member
States. A Single Fund will prevent coordination problems arising in the deployment of
national funds and will be instrumental in eliminating the dependence of banks on
sovereign creditworthiness.

The Single Resolution Mechanism must be created within the EU legal and institutional
framework. The European Council Conclusions of 14 December 2012 state that “the process
of completing EMU will build on the EU’s institutional and legal framework.” While the
deployment of ad hoc inter-governmental tools outside the EU framework has been necessary
to tackle exceptional market circumstances and governance flaws in the original construction
of EMU, it threatens to undermine the democratic quality of EU decision-making and the
coherence of the EU legal system. The creation of the SRM within the EU legal and
institutional framework, like the SSM before it, is therefore a necessary step to complete
EMU in line with the European Council’s conclusions and, more broadly, in order to protect
the democratic and institutional order of the EU.

1.2 Transition to Banking Union

The Single Supervisory Mechanism is set to enter into force in mid-2014. The Single
Resolution Mechanism meanwhile should commence operations in January 2015, when
Directive [ ] which will provide the rulebook governing bank resolution across the internal
market is set to enter into force’. The SRM would thereafter apply the rules of this Regulation
which arein line with the rules of Directive [ ] for Member States participating in the Banking
Union, while nationa authorities would apply the rules of Directive [ ] for those outside.

In any case the State aid rules on burden-sharing will apply if resolution actions involve
government support. In order to implement the burden-sharing by shareholders and junior
creditors, the SRM would be able to apply as of the entry into application of this Regulation,
rules allowing the write down of shares and subordinated debt to the extent necessary in order
to apply the State aid rules.

In addition, Member States may decide to implement the new rules set out in Directive [ ] in
their national law, even before the deadline for transposition of that directive. In any event,
the State aid competences of the Commission will be preserved in al resolution cases
involving support which qualifies as State aid. In fact, to the extent that the use of the Single
Bank Resolution Fund by the SRM does not constitute State aid pursuant to the specific
criteria laid down by the Treaty those criteria would still remain applicable, by way of
analogy, to ensure that where the Resolution Fund is used, the same rules apply to its
intervention as if the national resolution authorities were to use national financing
arrangements.

7 Depending on the final outcome of the negotiations between the Parliament and Council, the full entry

into force of bail-in could be subject to a further transition, potentially until 2018 as proposed by the
Commission.

EN
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(68)

(69)

(70)

(71)

To preserve the confidentidity of the work of the Board, its members, staff of the
Board, including the staff exchanged with or seconded by participating Member States
for the purpose of carrying out resolution duties should be subject to requirements of
professional secrecy, even after their duties have ceased. For the purpose of carrying
out the tasks conferred upon it, the Board should be authorized, subject to conditions,
to exchange information with national or Union authorities and bodies.

In order to ensure that the Board is represented in the European System of Financial
Supervision, Regulation (EU) No 1093/2010 should be amended in order to include
the Board in the concept of competent authorities established by that Regulation. Such
assimilation between the Board and competent authorities pursuant to Regulation No
1093/2010 is consistent with the functions attributed to EBA pursuant to Article 25 of
Regulation No 1093/2010 to contribute and participate actively in the development
and coordination of recovery and resolution plans and to aim at the facilitation of the
resolution of failing institutions and in particular cross border groups.

Until the Board is fully operational, the Commission should be responsible for the
initial operations including collecting contributions necessary to cover administrative
expenses and the designation of an interim executive director to authorise all necessary
payments on behalf of the Board.

This Regulation respects the fundamental rights and observes the principles recognised
in the Charter of Fundamental Rights of the European Union, notably the right to
property, the protection of persona data, the freedom to conduct a business, the right
to an effective remedy and to a fair trial, and has to be implemented in accordance
with those rights and principles.

Since the objectives of this Regulation, namely setting up an efficient and effective
single European framework for the resolution of credit institutions and ensuring the
consistent application of resolution rules, cannot be sufficiently achieved at the
Member State level and can therefore be better achieved at the Union level, the Union
may adopt measures, in accordance with the principle of subsidiarity as set out in
Article 5 of the Treaty on European Union. In accordance with the principle of
proportionality, as set out in that Article, this Regulation does not go beyond what is
necessary in order to achieve those objectives.

HAVE ADOPTED THISREGULATION:
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3. LEGAL ELEMENTSOF THE PROPOSAL
3.1. Legal basis

The legal basis for this proposa is Article 114 of the TFEU, which allows the adoption of
measures for the approximation of national provisions aiming at the establishment and
functioning of the internal market.

The proposal aims to preserve the integrity and enhance the functioning of the internal
market. Uniform application of asingle set of resolution rules, together with access to asingle
European resolution fund by a central authority will restore the orderly functioning of the
Union banking markets, will remove obstacles to the exercise of fundamental freedoms and
will avoid significant distortion of competition at least in those Member States which share
the supervision of credit institutions at the European level.

Whilst Directive [ ] brings a high level of harmonisation, it still allows flexibility to Member
States which means that a certain fragmentation in the internal market could remain. The
SRM provides instead for an integrated decision-making structure aligning resolution under
the SRM with supervision under the SSM to eliminate the competitive disadvantage that
banks in the participating Member States in the SSM have compared to banks in the non-
participating Member States because of the lack of a centralized system to dea with failing
banks. To ensure that all participating Member States have full confidence in the quality and
impartiality of the bank resolution process notably as regards local economic implications,
resolution decisions will be prepared and monitored centrally by a Single Resolution Board to
ensure a coherent and uniform approach and the resolution process will be initiated by the
Commission. The Commission will aso decide on the framework of the resolution tools that
shall be applied in respect of the entity concerned and on the use of the Fund to support the
resolution action.

In addition, to support the resolution process and enhance its effectiveness, the proposed
Regulation establishes a Single Bank Resolution Fund. The proposed regulation is directly
enforceablein all Member States, but appliesto al entities supervised by the SSM. The single
rulebook established by Regulation (EU) No 575/2013 of the European Parliament and of the
Council of 26 June 2013 on prudential requirements for credit institutions and investment
firms®, Directive 2013/36/EU of 26 June 2013 of the European Parliament and of the Council
on access to the activity of credit institutions and the prudential supervision of credit
institutions and investment firms'°, and Directive [ ] will apply to the participating Member
States as they apply within the whole internal market.

Article 114 of the TFEU is, therefore, the appropriate legal base.
3.2 Subsidiarity

Under the principle of subsidiarity set out in Article 5.3 of the TEU, in areas which do not fall
within its exclusive responsibility, the Union should act only if and in so far as the objectives
of the proposed action cannot be sufficiently achieved by the Member States, either at central

o Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012, OJ L 176, 27.6.2013, p.1.

10 Directive 2013/36/EU of 26 June 2013 of the European Parliament and of the Council on access to the
activity of credit institutions and the prudential supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC, OJ L 176,
27.6.2013, p. 338.
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In order to carry out its tasks effectively, the Board should have appropriate
investigatory powers. It should be able to require all necessary information either
directly or through national resolution authorities, and to conduct investigations and
on-site inspections, where appropriate in cooperation with national competent
authorities. In the context of resolution, on-site inspections would be available for the
Board to effectively monitor implementation by national authorities and to ensure that
the Commission and the Board take their decisions on the basis of fully accurate
information.

So as to ensure that the Board has access to al relevant information, the employees
should not be able to invoke professional secrecy rules to prevent the disclosure of
information to the Board.

In order to ensure that decisions adopted within the framework of the single resolution
mechanism are respected, proportionate and dissuasive sanctions should be imposed in
case of infringement. The Board should be entitled to instruct national resolution
authorities to impose fines or periodic penalty payments on undertakings for failure to
comply with obligations under its decisions. In order to ensure consistent, efficient and
effective enforcement practices the Board should be entitled to issue guidelines
addressed to national resolution authorities concerning the application of fines and
penalty payments.

Where a nationa resolution authority infringes the rules of the single resolution
mechanism by not using the powers conferred on it under nationa law to implement
an instruction by the Board, the Member State concerned may be liable to make good
any damage caused to individuals, including where applicable to the entity or group
under resolution, or any creditor of any part of that entity or group in any Member
State, in accordance with that case law.

Appropriate rules should be laid down governing the budget of the Board, the
preparation of the budget, the adoption of internal rules specifying the procedure for
the establishment and implementation of its budget, and the internal and external audit
of the accounts.

There are circumstances when the effectiveness of the resolution tools applied may
depend on the availability of short-term funding for the institution or a bridge
institution, the provision of guarantees to potential purchasers, or the provision of
capital to the bridge institution. It is therefore important to set up a fund to avoid that
public funds are used for such purposes.

It is necessary to ensure that the Fund is fully available for the purpose of the
resolution of failing institutions. Therefore, the Fund should not be used for any other
purpose than the efficient implementation of resolution tools and powers. Furthermore,
it should be used only in accordance with the applicable resolution objectives and
principles. Accordingly, the Board should ensure that any losses, costs or other
expenses incurred in connection with the use of the resolution tools are first borne by
the shareholders and the creditors of the institution under resolution. It is only if the
resources from shareholders and creditors are exhausted, that the losses, costs or other
expenses incurred with the resolution tools should be borne by the Fund.

As a rule, contributions should be collected from the financial industry prior to and
independently of any operation of resolution. When prior funding is insufficient to
cover the losses or costs incurred by the use of the Fund, additional contributions
should be collected to bear the additional cost or loss. Moreover, the Fund should be
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4. DETAILED EXPLANATION OF THE PROPOSAL
4.1.
4.1.1.

The Single Resolution Mechanism must entail decision-making structures which are legally
sound and effective in times of crisis. Decision-making must ensure European decisions, but
involving M S, recognising significance of bank resolution for national economies.

A Single Resolution M echanism
Principles, structure and scope

The Single Resolution Mechanism will apply the single Rulebook on bank resolution set out
in the Bank Recovery and Resolution Directive in respect of ailing banks from the
participating Member States in this mechanism. The Single Resolution Mechanism will
consist of uniform rules and procedures to be applied by the Single Resolution Board (‘the
Board'), together with the Commission and the resolution authorities of the participating
Member States.

The European Commission will participate in the SRM only in so far as needed to perform
specific tasks provided for in this Regulation and in relation to State aid scrutiny under the
Treaty or for the purpose of application, by way of analogy, the criteria established for the
application of Article 107 of the TFEU.

However, the Single Resolution Mechanism does not follow the differentiated approach of the
Single Supervisory Mechanism for different types of banks due to the characteristics of the
resolution process. Contrary to the on-going task of day-to-day supervision, only a number of
banks are likely fail and be in resolution at any given time. Furthermore, a comprehensive
scope for the Single Resolution Mechanism is fully consistent with the logic whereby the
ECB can assume direct supervision for any bank in case of problems, including in view of its
possible resolution. Finaly, the crisis has shown that it is not only the large international
banks that require a resolution framework at European level. The existence of differentiated
resolution authorities for different sizes of banks would also imply differentiated funding and
backstop mechanisms which could again entrench links between sovereigns and banks and
distort competition.

4.1.2.

To ensure an objective and fair resolution process, any discrimination by the Commission, the
Board and the national resolution authorities against banks, their depositors, creditors or
shareholders on grounds of nationality or place of business is forbidden. Resolution of cross-
border groups is guided by a number of principles to ensure equality of treatment between the
different entities of the group, to alow for proper consideration of the interests of the Member
States involved in the resolution, to avoid that the cost imposed on the creditors goes beyond
what it would be under normal insolvency proceedings. Where only parts of a group are under
resolution, the proposal aims at ensuring that the resolution process will not negatively impact
the entities of the group that are not under resolution. As a principle, the cost of resolution
will be borne by bail-in and the banking sector. Therefore, the proposal ensures that the
Commission, the Board and the national resolution authorities decide upon resolution funding
arrangements in such a manner that the use of extraordinary public support is minimised.

4.1.3.

Within the SRM, the State aid control of the Commission would be preserved in all
circumstances. This means that once the ECB notifies the Commission and the Board that a
bank or group is failing or likely to fail, the resolution procedure within the SRM should run
in parallel with the State aid procedure where applicable, so that the Member State or Member
States concerned should be invited to notify the envisaged measures to the Commission in

Principles of SRM actions

Interaction with the Sate aid control of the Commission

(41)

(42)

43)

(44)

(45)

(46)

Where the bail-in tool is applied with the objective of restoring the capita of the
failing institution to enable it to continue to operate as a going concern, resolution
through bail-in should always be accompanied by the replacement of management and
a subsequent restructuring of the institution and its activities in a way that addresses
the reasons for its failure. That restructuring should be achieved through the
implementation of a business reorganisation plan.

It is not appropriate to apply the bail-in tool to claims in so far as they are secured,
collateralised or otherwise guaranteed. However, in order to ensure that the bail-in tool
is effective and achieves its objectives, it should be possible to apply it to as wide a
range of the unsecured liabilities of afailing institution as possible. Nevertheless, it is
appropriate to exclude certain kinds of unsecured liability from the scope of
application of the bail-in tool. For reasons of public policy and effective resolution, the
bail-in tool should not apply to those deposits that are protected under Directive
94/19/EC of the European Parliament and of the Council®®, to liabilities to employees
of the failing institution or to commercial claims that relate to goods and services
necessary for the daily functioning of the institution.

Depositors that hold deposits guaranteed by a deposit guarantee scheme should not be
subject to the exercise of the bail-in tool. The deposit guarantee scheme, however,
contributes to funding the resolution process to the extent that it would have had to
indemnify the depositors. The exercise of the bail-in powers would ensure that
depositors continue having access to their deposits which is the main reason why the
deposit guarantee schemes have been established. Not providing for the involvement
of those schemes in such cases would constitute an unfair advantage with respect to
the other creditors which would be subject to the exercise of the powers by the
resolution authority.

In order to implement the burden-sharing by shareholders and junior creditors, as
required under State aid rules, the single resolution mechanism would be able to apply,
by way of analogy, as of the entry into application of this Regulation, the bail-in tool.

To avoid institutions structuring their liabilities in a manner that impedes the
effectiveness of the bail in tool, the Board should be able to establish that the
institutions hold an aggregate amount of own funds, subordinated debt and senior
liahilities subject to the bail-in tool expressed as a percentage of the total liabilities of
the ingtitution, that do not qualify as own funds for the purposes of Regulation (EU)
No 575/2013 of the European Parliament and of the Council’® and of Directive
2013/36/EU of 26 June 2013 of the European Parliament and of the Council™’, which
ingtitutions should have at all times.

The best method of resolution should be chosen depending on the circumstances of the
case and for this purpose, al the resolution tools provided for by Directive [ ] should
be available.

15
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Directive 94/19/EC of the European Parliament and of the Council of 30 May 1994 on deposit-
guarantee schemes. OJ L 135, 31.5.1994, p. 5-14.

Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012, OJL 176, 27.6.2013, p.1.

Directive 2013/36/EU of 26 June 2013 of the European Parliament and of the Council on access to the
activity of credit institutions and the prudentia supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC, OJ L 176,
27.6.2013, p. 338.
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— the Resolution Board assessesiif there is a systemic threat and no private sector solution;
— if s0, the Resolution Board recommends to the Commission to initiate resol ution;

— the Commission decides to initiate resolution and indicates to the Resolution Board the
framework for applying the resolution tools and for using the Fund to support the
resolution action. The Resolution Board adopts, through a decision addressed to the
national resolution authorities, a resolution scheme setting out the resolution tools, actions,
and funding measures, and instructing the relevant national resolution authorities to
execute the resolution measures,

— the nationa resolution authorities execute the resolution measures decided by the Board
according to the national law. If the national resolution authorities do not comply with the
decisions of the Board, the Board has the power to supersede the national resolution
authorities and address certain decisions for the implementation of the resolution measures
directly to the banks.

4.1.6. Accountability and budget

Each individual component of the Single Resolution Mechanism will be independent in the
performance of its tasks and will be subject to strict accountability provisions to ensure that it
usesits powersin a correct and impartial way, within the boundaries set by this regulation and
Directive [ ]. The Resolution Board will therefore be accountable to the European Parliament
and to the Council for any decisions taken on the basis of this proposal. The nationa
Parliaments of the participating Member States will also be informed of the activities of the
Resolution Board. The Board will have to respond to any observations or questions addressed
to it by the national Parliaments of the participating Member States. The SRM budget, which
includes the single resolution fund, is not part of the Union budget. Expenditures relating to
the SRM tasks, the management and use of the Fund will be financed by contributions from
the banking sector.

4.1.7.

Directive [ ] establishes resolution colleges among national resolution authorities for dealing
with banking groups, ensuring appropriate and balanced involvement of the resolution
authorities of al the Member States where the bank operates. The EBA has a mediation role
where home and host national resolution authorities are in disagreement on the preparation of
resolution plans and on the resolution itself. Within the SRM context, for entities and groups
established only within the SSM participating Member States, the SRM replaces the
resolution colleges provided for in the Directive [ ] establishing a framework for the recovery
and resolution of credit institutions and investment firms. Instead, representatives from
national resolution authorities are instead involved in the Resolution Board.

For banks established in non-participating Member States as defined by the SSM Regulation,
Directive [ ] continues to apply fully. Similarly, the interaction between the SRM and national
resolution authorities in non-participating Member States will be governed fully by Directive
[ 1. Provisions on the interaction between different resolution funds (mutualisation and
voluntary mutual borrowing and lending) also fully apply between the Single Resolution Fund
and national resolution funds of non-participating Member States. The proposal also clarifies
that the role of the EBA provided for by Directive [ ] and the EBA Regulation, including its
mediation powers, will apply fully to the Resolution Board.

In addition, the proposal takes into account the situation of banks which are established in
Member States that do not participate in the SRM in three ways.

Relationship with non-participating Member States
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(28)

(29)

(30)

(1)

(32

(33)

immediately adopt a resolution scheme establishing the details of the resolution tools
and powers to be applied, and the use of any financing arrangements.

Liquidation of a failing institution under norma insolvency proceedings could
jeopardise financia stability, interrupt the provision of essential services, and affect
the protection of depositors. In such a case there is a public interest in applying
resolution tools. The objectives of resolution should therefore be to ensure the
continuity of essential financial services, to maintain the stability of the financial
system, to reduce moral hazard by minimising reliance on public financial support to
failing institutions, and to protect depositors.

However, the winding up of an insolvent institution through norma insolvency
proceedings should always be considered before a decision could be taken to maintain
the ingtitution as a going concern. An insolvent institution should be maintained as a
going concern for financia stability purposes and with the use, to the extent possible,
of private funds. That may be achieved either through sale to or merger with a private
sector purchaser, or after having written down the liabilities of the institution, or after
having converted its debt to equity in order to do arecapitalisation.

When exercising resolution powers, the Commission and the Board should make sure
that shareholders and creditors bear an appropriate share of the losses, that the
managers are replaced, that the costs of the resolution of the institution are minimised,
and that al creditors of an insolvent institution that are of the same class are treated in
asimilar manner.

The limitations on the rights of shareholders and creditors should comply with Article
52 of the Charter of Fundamental Rights. The resolution tools should therefore be
applied only to those institutions that are failing or likely to fail, and only when it is
necessary to pursue the objective of financial stability in the general interest. In
particular, resolution tools should be applied where the institution cannot be wound up
under normal insolvency proceedings without destabilizing the financial system and
the measures are necessary in order to ensure the rapid transfer and continuation of
systemically important functions and where there is no reasonable prospect for any
alternative private solution, including any increase of capital by the existing
shareholders or by any third party sufficient to restore the full viability of the
institution.

Interference with property rights should not be disproportionate. As a consequence,
affected shareholders and creditors should not incur greater losses than those which
they would have incurred had the institution been wound up at the time that the
resolution decision is taken. In the event of partial transfer of assets of an institution
under resolution to a private purchaser or to a bridge institution, the residual part of the
institution under resolution should be wound up under normal insolvency proceedings.
In order to protect existing shareholders and creditors of the institution during the
winding up proceedings, they should be entitled to receive in payment of their claims
not less than what it is estimated they would have recovered if the whole institution
had been wound up under normal insolvency proceedings.

In order to protect the right of shareholders and ensure that creditors do not receive
less than what they would receive in normal insolvency proceedings, clear obligations
should be laid down concerning the vauation of the assets and liabilities of the
institution and sufficient time should be allowed to estimate properly the treatment that
they would have received if the ingtitution had been wound up under normal
insolvency proceedings. There should be the possibility to start such a valuation
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national resolution authorities. The Board, chaired by an Executive Director, will meet and
operate in two sessions. an executive one and a plenary one. Observers could be invited to
attend the Board meetings.

In its plenary session, the Board would take al decisions of general nature. In its executive
session, the Board takes decisions in respect of individual entities or banking groups. Such
decisions range from resolution planning, early intervention powers to decisions on resolution
schemes, including on the use of the Fund for financing the resolution process, and instructing
the national resolution on how to implement the resolution decisions.

In its executive session, the Board comprises the Executive Director, the Deputy Executive
Director and representatives appointed by the Commission and the ECB.

Depending on the banks or groups to be resolved in each case, when meeting in its executive
session, the Board will also convene in addition to the Executive Director, the Deputy
Executive Director and representatives appointed by the Commission and the ECB, members
appointed by the relevant national resolution authorities. Therefore, in case of resolution of
cross-border banking groups, both the member appointed by the Member State in which the
group level resolution authority is situated, and the members appointed by the Member States
in which subsidiaries or entities covered by consolidated supervision are established
participate in the meetings and the decision-making process. The voting rules applying to the
Board take into account the need to consider the interest of all Member States concerned by a
resolution decision. None of the participants in the deliberation has a veto.

However in view of the sovereignty of Member States to decide on the use of national
budgets, the proposal explicitly foresees that the SRM cannot require Member States to
provide extraordinary public support to any entity under resolution. Moreover, in order to take
fully into account any fiscal implications on Member States, the members appointed by the
relevant national resolution authorities in the Executive session of the Board may request one
further deliberation to discuss such potential implications.

4.2.2.

The Resolution Board centralises the information that the ECB and national resolution
authorities have on the financial soundness of banks under their jurisdiction. Compared to a
network of national authorities operating within national mandates, this allows assessing
better the circumstances that might lead to the need to put a bank under resolution and avoid
cross-border spill-overs. The proposal builds on the framework of the Bank Recovery and
Resolution Directive and empowers the Resolution Board to intervene promptly where the
financia situation of abank or group is deteriorating.

Powers

The Resolution Board is vested with powers to determine when to recommend to the
Commission to place a bank or a group under resolution. Once the Commission decides that
the conditions are met and places a bank under resolution, the Board decides within the
framework established by the Commission the details of the resolution tools to be applied and
how to alocate the Fund resources. Such powers alow the Resolution Board to select and
apply the resolution tools, rules and procedures in a uniform manner. In particular, where
banks operate cross-border, this will lead to the elimination of the current divergences in
Member States' rules and approaches, together with the negative consequences they have on
the functioning of the Union banking markets.

Such direct responsibility for the Resolution Board will ensure an equal treatment of banks
across the participating Member States and the predictability and confidence in the
implementation of the single Rulebook on bank resolution. This will increase legal certainty
and better preserve the value of financial assets by avoiding unnecessary disruptions in the
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should assist the Board in resolution planning and in the preparation of resolution
decisions. In addition, as the exercise of resolution powers involves the application of
national law, national resolution authorities should be responsible for the
implementation of resolution decisions.

It is instrumental for the good functioning of the internal market that the same rules
apply to all resolution measures, regardless of whether they are taken by national
resolution authorities under Directive [ ] or within the framework of the single
resolution mechanism The Commission will assess those measures under Article 107
of the TFEU. Where the use of resolution financing arrangements does not involve
State aid pursuant to Article 107 (1) of the TFEU, the Commission should, in order to
ensure a level playing field within the internal market, assess those measures by
analogy to Art 107 of the TFEU. If anotification under Article 108 of the TFEU is not
necessary as no state aid pursuant to Article 107 of the TFEU is entailed in the
proposed use of the Fund by the Board, in order to ensure the integrity of the internal
market between participating and non-participating Member States, the Commission
should apply the relevant State aid rules under Article 107 of the TFEU by way of
analogy when assessing the proposed use of the Fund. The Board should not decide on
a resolution scheme until the Commission has ensured, by way of analogy with State
aid rules, that the use of the Fund follows the same rules as interventions by national
financing arrangements.

In order to ensure a swift and effective decision making process in resolution, the
Board should be a specific Union agency with a specific structure, corresponding to its
specific tasks, and which departs from the model of all other agencies of the Union. Its
composition should ensure that due account is taken of all relevant interests at stake in
resolution procedures. The Board should operate in executive and plenary sessions. In
its executive session, it should be composed of an Executive Director, a Deputy
Executive Director, and representatives of the Commission and the ECB. Considering
the missions of the Board, the Executive Director and Deputy Executive Director
should be appointed by the Council on a proposal from the Commission and after
hearing the European Parliament. When deliberating on the resolution of a bank or
group established within a single participating Member State, the executive session of
the Board should also convene and involve in the decision-making process the
member appointed by the Member State concerned representing its national resolution
authority. When deliberating on a cross-border group, the members appointed by the
home and all host Member States concerned representing the relevant national
resolution authorities should also be convened and involved in the decision-making
process of the executive session of the Board. However, home authorities and host
authorities should have a balanced influence on the decision, so host authorities should
have jointly one single vote. Observers, including a representative of the ESM and of
the Euro Group, may also be invited to attend the meetings of the Board.

In the light of the Board's missions and the resolution objectives which include the
protection of public funds, the functioning of the Board should be financed from
contributions paid by the institutions in the participating Member States.

The Board and the Commission, where relevant, should replace the national resolution
authorities designated under Directive [ ] in respect of al aspects related to the
resolution decision-making process. The nationa resolution authorities designated
under Directive [ ] should continue to carry out activities related to the implementation
of resolution schemes adopted by the Board. In order to ensure transparency and
democratic control, as well as to safeguard the rights of the Union ingtitutions, the
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In terms of effectiveness, the Fund’s ability to pool the resources from all Euro-area banks
provides a much more effective buffer against banking crises where losses are concentrated
asymmetrically in some Member States and in this regard serves as a Euro area-wide
insurance mechanism. The recent crisis showed that |osses arose in a differentiated manner in
the Member States.

Since losses from any future shocks in the banking industry are likely to be concentrated at a
specific moment of time in some Member States, a common European private backstop
mechanism, as opposed to national backstops taken individually, will be more effective in
absorbing such shocks through ex-ante and, in extreme cases, ex post contributions from the
whole Euro-area banking industry. Therefore, by pooling resources at the European level, the
Fund will provide a bigger “firepower” and will increase the resilience of the banking system.
At the same time, spreading extraordinary ex-post contributions evenly across banks in all
participating Member States will reduce the level of such contributions for each bank, limiting
any pro-cyclical effect of such contributions.

Moreover, a mechanism where loss absorption reaches beyond national borders can
effectively break the vicious circle of the interdependence between the banking crisis in a
given Member State and the fiscal position of the sovereign. In this manner, the current
burden on some Member States would have been mitigated if a Single Resolution Fund had
existed since the start of the financial crisis.

Furthermore, a Single Resolution Fund having the ability to pool funds from the banking
industry across the participating Member States will rely on a larger contribution base and
therefore will have an increased reputational base alowing the Board, if needed, to borrow
more on the market and at a lower cost. A greater ability to obtain finance externally on the
market will reduce the need for the Fund to rely on public finances in extreme loss cases,
which would further contribute to breaking the link between sovereigns and banks and to
protecting taxpayers from the costs of resolution.

Finally, the proper alignment of incentives across the institutions of the Banking Union also
callsfor asingle fund. If, especially in the case of cross-border banking groups, the means for
covering the costs of resolution in excess of those absorbed by shareholders and creditors had
to be provided by national funds, the effectiveness of not only the Single Resolution
Mechanism but also of the Single Supervisory Mechanism would be impaired.

The establishment of a Single Resolution Mechanism requires that the Resolution Board have
swift and effective access to a Single Bank Resolution Fund. The Fund creates a private
external layer which can provide mid and long-term funding to avoid or minimise the use of
public money in resolving banks. Moreover, it increases the effectiveness of the resolution
process by preventing coordination issues that arise in the deployment of national funds,
especially in the case of cross-border groups.

4.3.2.

To ensure sufficient funding, avoid the pro-cyclicality of pay-as-you go systems and minimise
the need to reguest external financia support, the Fund needs readily available resources. To
this end, the target size of the Fund should be at least 1% of covered deposits in the banking
system of the participating Member States would be sufficient to ensure an orderly resolution
in the future crisis provided that creditors are bailed in at least up to 8% of the total liabilities
and own funds of the institution under resolution.

On the basis of 2011 data on banks and an estimated amount of covered deposits held in
banks in the euro-area, the 1% target level for the Single Resolution Fund would correspond

Financing of the Fund
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Supervisory Mechanism (SSM) would have stronger negative systemic impact also in
non-participating Member States. The establishment of the single resolution
mechanism will increase stability of the banks of the participating Member States and
prevent the spill-over of crises into non-participating Member States and will thus
facilitate the functioning of the whole of the internal market.

Following the establishment of the SSM by Council Regulation (EU) No .../... *
where banks in the participating Member States are centrally supervised by the
European Central Bank (ECB), there is a misalignment between the Union supervision
of such banks and the national treatment of those banks in the resolution proceedings
pursuant to Directive[ ].

Whilst banks in Member States remaining outside the SSM benefit at national level
from supervision, resolution and financial backstop arrangements which are aligned,
banks in Member States participating in the SSM are subject to Union arrangements
for supervision and national arrangements for resolution and financial backstops. This
misalignment creates a competitive disadvantage for the banks in the Member States
participating in the SSM compared to those in the other Member States. Because
supervision and resolution are at two different levels within the SSM, intervention and
resolution in banks in the Member States participating in the SSM would not be as
rapid, consistent and effective as in banks in the Member States outside of the SSM.
This has negative repercussions on the funding costs for these banks and creates a
competitive disadvantage with detrimental effects for the Member States in which
those banks operate and for the overall functioning of the internal market. Therefore, a
centralised resolution mechanism for all banks operating in the Member States
participating in the SSM is essential to guarantee alevel playing field.

The sharing of resolution responsibilities between the national and the Union levels
should be aligned to the sharing of supervision responsibilities between those levels.
As long as supervision remains national in a Member State, that Member State should
remain responsible for the financial consequences of a bank failure. The single
resolution mechanism should therefore only extend to banks and financial institutions
established in Member States participating in the SSM and subject to the supervision
of the ECB within the framework of the SSM. Banks established in the Member States
not participating in the SSM should not be subject to the single resolution mechanism.
If such Member States became subject to the single resolution mechanism, this would
create the wrong incentives for them. In particular, supervisors in these Member States
may become more lenient towards banks in their jurisdictions as they would not have
to bear the full financial risk of their failures. Therefore, in order to ensure parallelism
with the SSM, the single resolution mechanism should apply to Member States
participating in the SSM. As Member States join the SSM, they should also
automatically become subject to the single resolution mechanism. Ultimately, the
single resolution mechanism is expected to extend to the entire internal market.

A single bank resolution fund (hereinafter referred to as the ‘Fund’) is an essential
element without which a single resolution mechanism could not work properly.
Different systems of national funding would distort the application of uniform bank
resolution rules in the internal market. The Fund should help to ensure a uniform
administrative practice in the financing of resolution and to avoid the creation of

14

Council Regulation (EU) No .../... of ..... conferring specific tasks on the European Central Bank
concerning policies relating to the prudential supervision of credit institutions.
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4.3.4.

For the purpose of resolution of groups involving both institutions subject to the SRM, the
Fund's contribution will correspond to the parts of the group that are subject to the SRM,
while the nationa financing arrangements outside the SRM contribution will cover the rest.

Role of the Fund in the resolution of groups involving institutions outside the SRM

To strengthen the resolution funding throughout the internal market, the proposal alows the
Fund to borrow from or lend to other resolution financing arrangements, on a voluntary basis.
Thiswill allow the Fund to bear important disbursements not covered by ex-ante and ex-post
contributions. It will also support resolution financing arrangements in Member States outside
the SRM.

4.3.5.

As the Fund replaces the nationa resolution financing arrangements of the Member States
participating in it, Member States which have aready established nationa resolution
financing arrangements at the time of entry into force of this Regulation may decide upon the
use of such arrangements according to their national law. Member States could also decide
that those national resolution financing arrangements pay the contributions due to the Fund on
behalf of their banks until those arrangements fully depleted.

Replacement of national resolution financing arrangements

5. BUDGETARY IMPLICATIONS

The Resolution Board will be fully financed from contributions from the financial institutions.
However, there will be some minor implications on the Union’s budget in the start-up phase
of the Board. The detalls are set out in the financial statement attached.
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2013/0253 (COD)
Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

establishing uniform rules and a uniform procedurefor theresolution of credit
institutions and certain investment firmsin the framework of a Single Resolution
Mechanism and a Single Bank Resolution Fund and amending Regulation (EU)
No 1093/2010 of the European Parliament and of the Council

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular
Article 114 thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national Parliaments,

Having regard to the opinion of the European Central Bank™,

Having regard to the opinion of the European Economic and Social Committee™,
Acting in accordance with the ordinary legislative procedure,

Wheress:

(0] Having a better integrated internal market for banking services is essential in order to
foster economic recovery in the Union. However, the current financial and economic
crisis has shown that the functioning of the internal market in this area is under threat
and that there is an increasing risk of financial fragmentation. Interbank markets have
become less liquid and cross-border bank activities are decreasing due to fear of
contagion, lack of confidence in other national banking systems and in the ability of
Member States to support banks.

()] Divergences in national resolution rules between different Member States and
corresponding administrative practices and the lack of a unified decision making
process at Union level for the resolution of cross-border banks contribute to this lack
of confidence and market instability, as they do not ensure certainty and predictability
as to the possible outcome of a bank failure. Resolution decisions taken at the national
level only may lead to distortions of competition and ultimately to the undermining of
the internal market.

(©)] In particular, the different practices of Member States in the treatment of creditors of
banks in resolution and in the bail-out of failing banks have an impact on the
perceived credit risk, financial soundness and solvency of their banks. This
undermines public confidence in the banking sector and obstructs the exercise of the
freedom of establishment and the free provision of services within the internal market

n QJc,,p..
2 0Jc,,p..
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PART Il
SPECIFIC PROVISIONS

TITLEI

FUNCTIONSWITHIN THE SINGLE RESOLUTION MECHANISM AND PROCEDURAL RULES

Chapter 1
Resolution planning

Article 7

Resolution plans

The Board shall draw up resolution plans for the entities referred to in Article 2 and
for groups.

For the purposes of paragraph 1, the national resolution authorities shall forward to
the Board all information necessary to draw up and implement the resolution plans,
as obtained by them in accordance with Articles 10 and 12(1) of Directive [ ],
without prejudice to Chapter 5 of this Title.

The resolution plan shall set out options for applying the resolution tools and
resolution powers referred to in this Regulation to the entities referred to in Article 2.

The resolution plan shall provide for the resolution actions which the Commission
and the Board may take where an entity referred to in Article 2 or a group meet the
conditions for resolution. The resolution plan shall take into consideration a range of
scenarios including that the event of failure may be idiosyncratic or may occur at a
time of broader financial instability or of system wide events. The resolution plan
shall not assume any extraordinary public financial support besides the use of the
Fund established in accordance with this Regulation.

The resolution plan for each entity shall include all of the following:
(@ asummary of the key elements of the plan;

(b) asummary of the material changes to the institution that have occurred after
the latest resolution information was filed;

(c) a demonstration of how critical functions and core business lines could be
legally and economically separated, to the extent necessary, from other
functions so as to ensure continuity upon the failure of the institution;

(d) anestimation of the timeframe for executing each material aspect of the plan;

(e) a detailed description of the assessment of resolvability carried out in
accordance with Article 8;

(f) adescription of any measures required pursuant to Article 8(5) to address or
remove impediments to resolvability identified as a result of the assessment
carried out in accordance with Article 8;
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(@ Wherethey do not supply the information requested in accordance with Article
32;

(b) Where they do not submit to a general investigation in accordance with Article
33 or an on-site inspections and do not provide the information requested in
accordance with Article 32;

(c) Wherethey do not contribute to the Fund in accordance with Articles 66 or 67;

(d) Where they do not comply with a decision addressed to them by the Board
pursuant to Article 24.

The national resolution authorities shall publish any fines imposed pursuant to
paragraph 1. Where publication would cause a disproportionate damage to the parties
involved, the national resolution authorities shall publish the sanction without
revealing the identity of the parties.

The Board shall, with a view to establishing consistent, efficient and effective
enforcement practices, and to ensuring the common, uniform and consistent
application of this Regulation, issue guidelines on the application of fines and
periodic penalty payments addressed to the national resolution authorities.

Article 37

Periodic penalty payments

The Board shall instruct the national resolution authority concerned to impose a
periodic penalty payment in respect of the relevant entity referred to in Article 2 in
accordance with Directive [ ]in order to compel:

(@ acreditinstitution to comply with a decision adopted under Article 32;

(b) aperson referred to in Article 32(1) to supply complete information which has
been required by a decision pursuant to that Article;

(c) a person referred to in Article 33(1) to submit to an investigation and in
particular to produce complete records, data, procedures or any other material
required and to complete and correct other information provided in an
investigation launched by a decision taken pursuant to that Article;

(d) aperson referred to in Article 34(1) to submit to an on-site inspection ordered
by a decision taken pursuant to that Article.

A periodic penalty payment shall be effective and proportionate. The periodic
penalty payment shall be imposed on a daily basis until the credit institution or
person concerned complies with the relevant decisions referred to in points (@) to (d)
of paragraph 1.

A periodic pendty payment may be imposed for a period of no more than six
months.
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authorities of non-participating Member States in which significant branches are
located insofar as is relevant to the significant branch, shall conduct an assessment of
the extent to which institutions and groups are resolvable without the assumption of
extraordinary public financial support besides the use of the Fund established in
accordance with Article 64.

When drafting a resolution plan for entities referred to in Article 2, the Board shall
assess the extent to which such an entity is resolvable in accordance with this
Regulation. An entity shall be deemed resolvable if it is feasible and credible for the
resolution authority to either liquidate it under normal insolvency proceedings or to
resolve it by applying to it the different resolution tools and powers without giving
rise to significant adverse consequences for financia systems, including
circumstances of broader financia instability or system wide events, of the Member
State in which the entity is situated, or other Member States, or the Union and with a
view to ensuring the continuity of critical functions carried out by the entity.

When drafting resolution plans for groups, the Board shall assess the extent to which
groups are resolvable in accordance with this Regulation. A group shall be deemed
resolvable if it is feasible and credible for the resolution authorities to either wind up
group entities under normal insolvency proceedings or to resolve group entities by
applying resolution tools and powers to group entities without giving rise to
significant adverse consequences for the financial systems, including circumstances
of broader financial instability or system wide events, of the Member Statesin which
entities belonging to a group are situated, or other Member States or the Union and
with a view to ensuring the continuity of critical functions carried out by those
entities, either because they can be easily separated in a timely manner or by other
means.

For the purpose of the assessment, the Board shall, as a minimum, examine the
matters specified in Section C of the Annex of Directive[ ].

If pursuant to an assessment of resolvability for an entity or a group carried out in
accordance with paragraphs 2 and 3, the Board after consultation with the competent
authority, including the ECB, determines that there are potentia substantive
impediments to the resolvability of that entity or group, the Board shall prepare a
report, in consultation with the competent authorities, addressed to the institution or
the parent undertaking analysing the substantive impediments to the effective
application of the resolution tools and the exercising of the resolution powers. That
report shall also recommend any measures that, in the Board' s view, are necessary or
appropriate to remove those impediments in accordance with paragraph 8.

The report shall be notified to the entity or parent undertaking concerned, to the
competent authorities and to the resolution authorities of non-participating Member
States in which significant branches are located. It shall be supported by reasons for
the assessment or determination in question and shall indicate how that assessment or
determination complies with the requirement for proportionate application set out in
Article 6.

Within four months from the date of receipt of the report, the entity or the parent
undertaking may submit observations and propose to the Board aternative measures
to remedy the impediments identified in the report. The Board shall communicate
any measure proposed by the entity or parent undertaking to the competent
authorities and to the resolution authorities of non-participating Member States in
which significant branches are located.

36

EN

EN

1

Article 33

General investigations

For the purpose of exercising the tasks referred to in Articles 7, 8, 11, 16 and 17, and
subject to any other conditions set out in relevant Union law, the Board may conduct
all necessary investigations of any person referred to in Article 32(1) established or
located in a participating Member State.

To that end, the Board shall have the right to:
(@ requirethe submission of documents;

(b) examine the books and records of the persons referred to in Article 32(1) and
take copies or extracts from such books and records;

(c) obtain written or oral explanations from any person referred to in Article 32(1)
or their representatives or staff;

(d) interview any other person who consents to be interviewed for the purpose of
collecting information relating to the subject matter of an investigation;

The persons referred to in Article 32(1) shall be subject to investigations launched on
the basis of adecision of the Board.

When a person obstructs the conduct of the investigation, the national resolution
authorities of the participating Member State where the relevant premises are located
shall afford, in compliance with national law, the necessary assistance including
facilitating the access by the Board to the business premises of the legal persons
referred to in Article 32(1), so that the aforementioned rights can be exercised.

Article 34

On-site inspections

For the purpose of exercising the tasks referred to in Articles 7, 8, 11, 16 and 17, and
subject to other conditions set out in relevant Union law, the Board may, subject to
prior notification to the national resolution authorities concerned, conduct all
necessary on-site inspections at the business premises of the legal persons referred to
in Article 32(1). Where the proper conduct and efficiency of the inspection so
require, the Board may carry out the on-site inspection without prior announcement
to those legal persons.

The officias of and other persons authorised by the Board to conduct an on-site
inspection may enter any business premises and land of the legal persons subject to
an investigation decision adopted by the Board pursuant to Article 32 (2) and shall
have all the powers stipulated in Article 32(1).

The legal persons referred to in Article 32(1) shall be subject to on-site inspections
on the basis of adecision of the Board.

Officials and other accompanying persons authorised or appointed by the national
resolution authorities of the Member States where the inspection is to be conducted
shall under the supervision and coordination of the Board, actively assist the officias
of and other persons authorised by the Board. To that end, they shall enjoy the
powers set out in paragraph 2. Officials of the national resolution authorities of the
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Article 9

Smplified obligations and waivers

The Board, on its own initiative or upon proposal by a national resolution authority,
may apply simplified obligations in relation to the drafting of resolution plans
referred to, in Article 7 or may waive the obligation of drafting those plans.

National resolution authorities may propose to the Board to apply simplified
obligations or to waive the obligation of drafting resolution plans for specific
institutions or groups. That proposal shall be reasoned and shall be supported by all
the relevant documentation.

On receiving a proposal pursuant to paragraph 1, or when acting on its own initiative,
the Board shall conduct an assessment of the institutions or group concerned. The
assessment shall be made having regard to the the potential impact that the failure of
the institution or group could have, due to the nature of its business, its size or its
interconnectedness to other institutions or to the financia system in general, on
financial markets, on other institutions, or on funding conditions.

The Board shall assess the continuing application of the waivers at least annually and
from the date of grant or following a change to the legal or organisational structure,
business or financial situations of the institution or group concerned. The Board shall
not grant waivers to an ingtitution in cases where that institution has one or more
subsidiary or significant branches in another Member State or third country.

The Board shall cease to apply simplified obligations or to waive the obligation of
drafting resolution plans if any of the circumstances that justified them no longer
exists.

Where the national resolution authority which has proposed the application of
simplified obligation or the grant of a waiver in accordance with paragraph 1
considers that the decision to apply simplified obligation or to grant the waiver must
be withdrawn, it shall submit a proposal to the Board to that end. In that case, the
Board shall take a decision on the proposed withdrawal taking full account of the
justification for withdrawal put forward by the national resolution authority in the
light of the elements set out in paragraph 3.

The Board may grant, in accordance with paragraphs 3 and 4, a waiver concerning
the obligation of drafting recovery plans to individual institutions affiliated to a
centra body as in Article 21 of Directive 2013/36/EU and wholly or partially
exempted from prudential requirements in national law in accordance with Article
2(5) of Directive 2013/36/EU. In that case the obligation of drafting the resolution
plan shall apply on a consolidated basis to the central body.

The Board may grant waiver concerning the application of the obligation of drafting
resolution plans to institutions that belong to an institutional protection scheme in
accordance with Article 113(7) of Regulation (EU) No 575/2013. When deciding to
grant awaiver to an ingtitution that belongs to an institutional protection scheme, the
Board shall consider whether the institutional protection scheme is likely to be able
to meet simultaneoues demands placed on the scheme in relation to its members.

The Board shall inform the EBA about its application of paragraphs 1, 4 and 5.
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authorities shall cooperate closely in the resolution planning, early intervention and
resolution phases pursuant to Articles 7 to 26. The ECB and the national competent
authorities shall provide the Board and the Commission with all information
necessary for the exercise of their tasks.

4, For the purposes of this Regulation, where the ECB invites a representative of the
Board to participate in the Supervisory Board of the ECB established in accordance
with Article 19 of Council Regulation (EU)No[ ], the Board shall appoint a
representative.

5. For the purposes of this Regulation, the Board shall appoint a representative which
shall participate in the Resolution Committee of the European Banking Authority
established in accordance with Article 113 of Directive[ ].

6. The Board shall co-operate closely with the European Financial Stability Facility
(EFSF) and the European Stability Mechanism (ESM), in particular where the EFSF
or the ESM have granted or are likely to grant, direct or indirect financial assistance
to entities established in a participating Member State, in particular in those
extraordinary circumstances referred to in Article 24(9).

7. The Board and the ECB shall conclude a memorandum of understanding describing
the general terms how they will cooperate under paragraph 2. The memorandum
shall be reviewed on a regular basis and shall be published subject to appropriate
treatment of confidential information.

Article 28

Information exchange within the SRM

1 Both the Board and the national resolution authorities shall be subject to a duty of
cooperation in good faith and an obligation to exchange information.

2. The Board shall provide the Commission with any information relevant for fulfilling
its tasks under this Regulation and, where applicable, Article 107 of the TFEU.

Article 29

Cooperation within the SRM and group treatment

Paragraphs 4, 5, 6 and 15 of Articles 12 and Articles 80 to 83 in Directive [ ] shall not apply
to relations between national resolution authorities of participating Member States. The
relevant provisions of this Regulation shall apply instead.

Article 30

Cooperation with non-participating Member States

Where a group includes entities established in participating Member States as well asin non-
participating Member States, without prejudice to any approval by the Commission required
under this Regulation, the Board shall represent the national resolution authorities of the
participating Member States, for the purposes of cooperation with non-participating Member
States in accordance with Articles 7, 8, 11, 12, 15, 50, and 80 to 83 of Directive|[ ].
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be required to comply with on a consolidated basis. The Board may decide to waive
the minimum requirement on a consolidated basis to the parent undertaking provided
that the conditions set out in points (&) and (b) of Article 39(4ca) of the Directive|[ ]
are met. The Board may decide to grant a waiver concerning the minimum
requirement on a consolidated basis to a subsidiary provided that the conditions set
out in points (a) to (c) of Article 39 (4d) of Directive[ ] are met.

The determination referred to in paragraph 1 may provide that the minimum
requirement of own funds and eligible liabilities is partially met on a consolidated or
an individual basis through contractua bail-in instrument.

To qualify as a contractual bail-in instrument under paragraph 4, the Board must be
satisfied that the instrument:

(@ contains a contractua term providing that, where the Commission decides to
apply the bail-in tool to that institution, the instrument shall be written down or
converted to the extent required before other eligible liabilities are written
down or converted; and

(b) issubject to abinding subordination agreement, undertaking or provision under
which in the event of normal insolvency proceedings, it ranks below other
eligible liabilities and cannot be repaid until other eligible liabilities
outstanding at the time have been settled.

The Board shall take any determination referred to in paragraph 1 in the course of
devel oping and maintaining resolution plans pursuant to Article 7.

The Board shall address its determination to the national resolution authorities. The
national resolution authorities shall implement the instructions of the Board in
accordance with Article 26. The Board shall require that the national resolution
authorities verify and ensure that institutions and parent undertakings maintain the
minimum requirement provided for in paragraph 1.

The Board shall inform the ECB and the EBA of the minimum reguirement that it
has determined for each institution and parent undertaking under paragraph 1.

Chapter 2
Early intervention

Article 11

Early intervention

The ECB or competent authorities of participating Member States shall inform the
Board of any measure that they require an institution or group to take or that they
take themselves pursuant to Article 13b of Council Regulation (EU)NQ[ ], pursuant
to Articles 23(1) or 24 of Directive [ ], or pursuant to Article 104 of Directive
2013/36/EU.

The Board shall notify the Commission of any information which it has received
pursuant to the first subparagraph.

From the date of receipt of the information referred to in paragraph 1, and without
prejudice to the powers of the ECB and competent authorities in accordance with
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Article 25

Monitoring by the Board

The Board shall closely monitor the execution of the resolution scheme by the
national resolution authorities. For that purpose, the national resolution authorities
shall:

(@ cooperate with and assist the Board in the performance of its monitoring duty;

(b) provide, at regular intervals established by the Board, accurate, reliable and
complete information on the execution of the resolution scheme, the
application of the resolution tools and the exercise of the resolution powers,
that might be requested by the Board, including on the following:

(i) the operation and financial Situation of the institution under resolution,
the bridge institution and the asset management vehicle;

(if) the treatment that shareholders and creditors would have received in the
liquidation of the institution under normal insolvency proceedings;

(iii) any on-going court proceedings related to the liquidation of the assets of
failed institution, to challenges to the resolution decision and to the
valuation or related to applications for compensation filed by the
shareholders or creditors,

(iv) the appointment, remova or replacement of evaluators, administrators,
accountants, lawyers and other professionals that may be necessary to
assist the national resolution authority, and on the performance of their
duties;

(v) any other matter that may be referred to by the Board,;

(vi) the extent to which and manner in which the powers for the national
resolution authorities listed in Chapter V of Directive [ ] are exercised by
them,

(vii) the economic viability, feasibility, and implementation of the business
reorganisation plan provided for in Article 24(16).

The national resolution authorities shall submit to the Board a final report on the
execution of the resolution scheme.

On the basis of the information provided, the Board may give instructions to the
national resolution authorities as to any aspect of the execution of the resolution
scheme, and in particular the elements referred to in Article 20 and to the exercise of
the resolution powers.

Where this is necessary in order to achieve the resolution objectives, the
Commission, following a recommendation of the Board or on its own initiative, may
review its decision on the resolution framework and adopt the appropriate
amendments.
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(c) toprotect public funds by minimising reliance on extraordinary public financial
support;

(d) to protect depositors covered by Directive 94/19/EC and investors covered by
Directive 97/9/EC?.

When pursuing the above objectives, the Commission and the Board shall seek to
avoid the unnecessary destruction of value and to minimise the cost of resolution.

The Commission shall balance the objectives referred to in paragraph 2 as
appropriate to the nature and circumstances of each case.

Article 13

General principles governing resolution

When acting under the resolution procedure referred to in Article 16, the
Commission and the Board shall take all appropriate measures to ensure that the
resolution action is taken in accordance with the following principles:

(@) the shareholders of the institution under resolution bear first losses;

(b) creditors of the institution under resolution bear losses after the shareholdersin
accordance with the order of priority of their claims pursuant to Article 15;

(c) management of the institution under resolution is replaced, except in those
cases when the retention of the management, in whole or in part, as appropriate
to the circumstances, is considered necessary for the achievement of the
resolution objectives,

(d) in accordance with due process of law, individuals and entities are held
accountable for the failure of the institution under resolution to the extent of
their responsibility under national law;

(e) creditors of the same class are treated in an equitable manner;

(f) no creditor shall incur greater losses than would have been incurred if the
entity referred to in Article 2 had been wound up under normal insolvency
proceedings.

Where an ingtitution is an entity belonging to a group, the Commission, where
applicable, and the Board shall apply resolution tools and exercise resolution powers
in away that minimises the impact on other entities belonging to the group and on
the group as a whole and minimises the adverse effect on financial stability in the
Union and particularly in Member States where the group operates.

Where the sale of business tool, the bridge institution tool or the asset separation tool
is applied to an entity referred to in Article 2, that entity shall be considered to be the
subject of bankruptcy proceedings or analogous insolvency proceedings for the
purposes of Article 5(1) of Directive 2001/23/EC%.

21

Directive 97/9/EC of the European Parliament and of the Council of 3 March 1997 on investor-
compensation schemes. OJ L 084, 26.03.1997, p.22.

Council Directive 2001/23/EC of 12 March 2001 on the approximation of the laws of the Member
States relating to the safeguarding of employees rights in the event of transfers of undertakings,
businesses or parts of undertakings or businesses. OJL 82, 22.3.2001, p. 16.

42

EN

EN

10.

11

12.

Where an €ligible liability or class of eligible liabilities excluded or partialy
excluded, pursuant to paragraph 5, and the losses that would have been borne by
those liabilities have not been passed on fully to other creditors, a contribution from
the Fund may be made to the institution under resolution to:

(@ cover any losses which have not been absorbed by eligible liabilities and
restore the net asset value of the ingtitution under resolution to zero in
accordance with point (a) of paragraph 1;

(b) purchase shares or other instruments of ownership or capital instruments in the
institution under resolution, in order to recapitalise the institution in accordance
with point (b) of paragraph 1.

The Fund may only make a contribution referred to in paragraph 6 provided that the
contribution meets both the following criteria:

(@) a contribution to loss absorption and recapitalisation equal to an amount not
less than 8% of the total liabilities including own funds of the institution under
resolution, measured at the time of resolution action in accordance with the
valuation provided for in Article 17, has been made by shareholders and the
holders of other instruments of ownership, the holders of relevant capital
instruments and other eligible liabilities through write down, conversion or
otherwise;

(b) the contribution from the Fund does not exceed 5% of the total liabilities
including own funds of the institution under resolution, measured at the time of
resolution action in accordance with the valuation provided for in Article 17.

The contribution of the Fund may be financed by:

(@ the amount available to the Fund which has been raised through contributions
by entities referred to in Article 2 in accordance with Article 66;

(b) the amount that can be raised through ex post contributions in accordance with
Article 67 within aperiod of three years; and

(c) where the amounts referred to in points (a) and (b) are insufficient, amounts
raised from alternative financing sources in accordance with Article 69.

In extraordinary circumstances, further funding may be sought from alternative

financing sources after:

(@ the5% limit specified in point (b) of paragraph 7 has been reached; and

(b) @l unsecured, non-preferred liabilities, other than eligible deposits, have been
written down or converted in full.

As an dternative or in addition, when the conditions in points (8) and (b) of
paragraph 7 are met, a contribution may be made from resources which have been
raised through ex-ante contributions in accordance with Article 66 and which have
not yet been used.

For the purposes of this Regulation, subparagraph 5 of Article 38 (3cab) of Directive
[ ] shall not apply.

When taking the decision referred to in paragraph 5, due consideration shall be given
to the following factors:

(@ the principle that losses should be borne first by shareholders and next, in
general, by creditors of the institution under resolution in order of preference;
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(b) bhaving regard to timing and other relevant circumstances, there is no
reasonable prospect that any alternative private sector or supervisory action
(including early intervention measures or the write down or conversion of
capital instruments in accordance with Article 14), taken in respect of the
entity, would prevent its failure within a reasonable timeframe;

(c) aresolution action is necessary in the public interest pursuant to paragraph 4.

For the purposes of point (a) of paragraph 2, the entity is deemed to be failing or
likely to fail in any of the following circumstances:

(@ the entity is in breach or there are objective elements to support a
determination that the institution will be in breach, in the near future, of the
requirements for continuing authorisation in a way that would justify the
withdrawal of the authorisation by the ECB or competent authority including
but not limited to because the institution has incurred or is likely to incur losses
that will deplete all or a significant amount of its own funds;

(b) the assets of the entity are or there are objective elements to support a
determination that the assets of the entity will be, in the near future, less than
itsliabilities;

(c) theentity is or there are objective elements to support a determination that the
entity will bein the near future unable to pay its debts as they fall due;

(d) extraordinary public financial support is required except when, in order to
remedy a serious disturbance in the economy of a Member State and preserve
financial stability, that extraordinary public financial support takes any of the
following forms:

(i) a State guarantee to back liquidity facilities provided by central banks
according to the central banks' conditions;

(if) aState guarantee of newly issued liabilities;

(iii) aninjection of own funds or purchase of capital instruments at prices and
on terms that do not confer an advantage upon the entity, where neither
the circumstances set out in points (), (b) and (c) of paragraph 2 nor the
circumstances set out in Article 14 are present at the time the public
support is granted.

In each of the cases mentioned in points (i), (ii) and (iii) the guarantee or equivaent
measures referred to therein shall be confined to solvent entities and shall be
conditional on approval under State aid rules. These measures shal be of a
precautionary and temporary nature and shall be proportionate to remedy the
consequences of the serious disturbance and shall not be used to offset losses that the
entity hasincurred or islikely to incur in the near future.

For the purposes of point (c) of paragraph 2, aresolution action shall be treated asin
the public interest if it achieves and is proportionate to one or more of the resolution
objectives as specified in Article 12 and winding up of the entity under normal
insolvency proceedings would not meet those resolution objectives to the same
extent.

If all the conditions established in paragraph 2 are met, the Board shall recommend
to the Commission that the entity be placed under resolution. The recommendation
shall include at least the following:

EN

EN

(b) the consideration for which the assets shall be transferred by the national
resolution authority to the asset management vehicle, in accordance with the
principles established in Article 17. This provision does not prevent the
consideration having nominal or negative value.

Article 24

Bail-in tool
The bail-in tool may be applied for either of the following purposes:

(@) to recapitalise an entity referred to in Article 2 that meets the conditions for
resolution to the extent sufficient to restore its ability to comply with the
conditions for authorisation and to carry on the activities for which is
authorised under Directive 2013/36/EU or Directive 2004/39/EC;

(b) to convert to equity or reduce the principa amount of claims or debt
instruments that are transferred to a bridge institution with a view to providing
capita for that bridge institution.

Within the framework decided by the Commission concerning the bail-in tool, the
resolution scheme shall establish in particular:

(@) the aggregate amount by which eligible liabilities must be reduced or
converted, in accordance with paragraph 6;

(b) theliabilities that may be excluded in accordance with paragraphs 5 to 13;

(c) the objectives and minimum content of the business reorganisation plan to be
submitted in accordance with paragraph 16.

The bail-in tool may be applied for the purpose referred to in point (a) of paragraph 1
only if there is a realistic prospect that the application of that tool, in conjunction
with measures implemented in accordance with the business reorganisation plan
required by paragraph 16 will, in addition to achieving relevant resolution objectives,
restore the institution in question to financial soundness and long-term viability.

If the condition set out in the first subparagraph is not fulfilled, any of the resolution
tools referred to in points (a), (b) and (c) of paragraph 2 of Article 19, and the bail-in
tool referred to in point (d) of paragraph 2 of Article 19, shall apply, as appropriate.

The following liabilities shall not be subject to write down and conversion:
(@) covered deposits;
(b) secured liabilities including covered bonds,

(c) any liability that arises by virtue of the holding by the entity referred to in
Article 2 of client assets or client money, or a fiduciary relationship between
entity referred to in Article 2, as fiduciary, and another person, as beneficiary,
provided that such client or beneficiary is protected under the applicable
insolvency or civil law;

(d) liahilitiesto ingtitutions, excluding entities that are part of the same group, with
an original maturity of less than seven days,
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Article 17

Valuation

Before taking resolution action or exercising the power to write down or convert
capital instruments, the Board shall ensure that a fair and redlistic vauation of the
assets and liabilities of an entity referred to in Article 2 is carried out by a person
independent from any public authority, including the Board, the resolution authority,
and the entity concerned.

Subject to paragraph 13, where al the requirements laid down in paragraphs 3 to 14
are respected, the valuation shall be considered as definitive.

Where an independent valuation according to paragraph 1 is not possible, the Board
may carry out a provisional valuation of the assets and liabilities of the entity
referred to in Article 2, in accordance with the provisions of paragraph 9.

The objective of the valuation shall be to assess the value of the assets and liabilities
of the entity referred to in Article 2 that isfailing or is likely to fail.

The purposes of the valuation shall be:

(@) to be taken into account for the determination of whether the conditions for
resolution or the conditions for the write down or conversion of capital
instruments are met;

(b) if the conditions for resolution are met, to be taken into account for the
decision on the appropriate resolution action to be taken in respect of the entity
referred toin Article 2;

(c) when the power to write down or convert capital instruments is applied, to be
taken into account for the decision on the extent of the cancellation or dilution
of shares or other instruments of ownership, and the extent of the write down
or conversion of relevant capital instruments,

(d) when the bail-in tool is applied, to be taken into account for the decision on the
extent of the write down or conversion of eligible liahilities;

(e) when the bridge institution tool or asset separation tool is applied, to be taken
into account for the decision on the assets, rights, liabilities or shares or other
instruments of ownership to be transferred and the decision on the value of any
consideration to be paid to the institution under resolution or, as the case may
be, to the owners of the shares or other instruments of ownership;

(f)  when the sale of business tool is applied, to be taken into account for the
decision on the assets, rights, liabilities or shares or other instruments of
ownership to be transferred and to inform the Board’s understanding of what
constitutes commercial terms for the purposes of Article 21(2)(b);

(g) inall cases, to ensure that any losses on the assets of the entity referred to in
Article 2 are fully recognised at the moment the resolution tools are applied or
the power to write down or convert capital instruments is exercised.

Where applicable, the valuation shall be based on prudent assumptions, including as
to rates of default and severity of losses. The valuation shall not assume any potential
future provision of extraordinary public financial support to the entity referred to in
Article 2 from the point at which resolution action is taken or the power to write
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In the course of the resolution process, the Board may amend and update the resolution
scheme as appropriate in light of the circumstances in the case and within the resolution
framework decided upon by the Commission pursuant to Article 16(6).

Article 21

Sale of business tool

1. Within the framework decided by the Commission, the sale of business tool shall
consist of the transfer to a purchaser that is not a bridge institution of the following:

(@) sharesor other instruments of ownership of an institution under resolution; or
(b) all or specified assets, rights or liabilities of an institution under resolution.

2. Concerning the sale of business tool, the resolution scheme referred to in Article
16(8) shall establish in particular:

(@ the instruments, assets, rights and liabilities to be transferred by the national
resolution authority in accordance with Article 32(1) and (7) to (11) of the
Directive[ ];

(b) the commercia terms, having regard to the circumstances and to the costs and
expenses incurred in the resolution process, pursuant to which the nationa
resolution authority shall make the transfer in accordance with Article 32(2) to
(4) of Directive[];

(c) whether the transfer powers may be exercised by the national resolution
authority more than once in accordance with Article 32(5) and (6) of Directive

(5

(d) the arrangements for the marketing by the nationa resolution authority of that
entity or those instruments, assets, rights and liabilities in accordance with
Article 33 (1) and (2) of Directive[];

(e) whether the compliance with the marketing requirements by the national
resolution authority is likely to undermine the resolution objectives in
accordance with paragraph 3.

3. The Board shall apply the sale of business tool without complying with the
marketing requirements under point (e) of paragraph 2 when it determines that
compliance with those requirements would be likely to undermine one or more of the
resolution objectives and in particular where the following conditions are met:

(@) it considers that there is a material threat to financial stability arising from or
aggravated by the failure or potential failure of the institution under resolution;

(b) it considers that compliance with those requirements would be likely to
undermine the effectiveness of the sale of business tool in addressing that
threat or achieving the resolution objective specified in point (b) of Article
12(2).
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13.

14.

15.

16.

17.

18.

of the net asset value of that entity, the Board may request the national resolution
authority to:

(@) exercise its power to increase the value of the claims of creditors which have
been written down under the bail-in tool;

(b) instruct a bridge ingtitution or asset management vehicle to make a further
payment of consideration in respect of the assets, rights, liabilities to the entity
referred to in Article 2 under resolution, or as the case may be, in respect of the
shares or instruments of ownership to the owners of the shares or other
instruments of ownership.

By derogation from paragraph 1, a provisiona valuation conducted in accordance
with paragraphs 10 and 11 shall be a valid basis for the Board to take resolution
actions or to exercise the write down or conversion power of capital instruments.

The valuation shall not have any legal effect and be a procedural step preparing for
the recommendation of the Board to apply a resolution tool or exercise a resolution
power.

The vauation shall also comply with the delegated acts concerning the circumstances
in which a person is independent, the methodology for assessing the vaue of the
assets and liabilities of the entity, and the methodology for calculating and including
abuffer for additional losses in the provisional valuation adopted by the Commission
pursuant to Article 30(7) of Directive[ ].

After the resolution action has been effected, for the purposes of assessing whether
shareholders and creditors would have received better treatment if the institution
under resolution had entered into normal insolvency proceedings, the Board shall
ensure that a valuation is carried out by an independent person. That valuation shall
be distinct from the valuation carried out under paragraphs (1) to (14).

The vauation referred to in paragraph 16 shall determine:

(@) the treatment that shareholders and creditors would have received if the entity
referred to in Article 2 under resolution in connection to which the partial
transfer, write down or conversion has been made, had entered normal
insolvency proceedings immediately before the transfer, write down or
conversion was effected;

(b) the actua treatment that shareholders and creditors have received in the
resolution of the entity referred to in Article 2 under resolution;

(c) whether there is any difference between the treatment referred to in point (a)
and the treatment referred to in point (b).

The vauation referred to in paragraph 16 shall:

(@) assume that the entity referred to in Article 2 under resolution in connection to
which the partial transfer, write down or conversion has been made would have
entered norma insolvency proceedings immediately before the resolution
action has been effected;

(b) assumethat the partial transfer, or transfers, of rights, assets or liabilities, or the
write down or the conversion had not been made;

(c) disregard any provision of extraordinary public support to the entity referred to
in Article 2 under resolution.

48

EN

EN

Article 18

Write down and conversion of capital instruments

The ECB, a competent authority or a resolution authority, as designated by a
Member State in accordance with Articles 51(1)(ba) and (bb), and 54 of the Directive
[ 1, shall inform the Board where they assess that the following conditions are met in
relation to an entity referred to in Article 2 or a group established in a participating
Member State:

(@ the entity will no longer be viable unless the capital instruments are written
down or converted into equity;

(b) extraordinary public financial support is required by the entity or group, except
in any of the circumstances set out in point (d)(iii) of Article 16(3).

For the purposes of paragraph 1, an entity referred to in Article 2 or a group shall be
deemed to be no longer viable only if both of the following conditions are met:

(@) that entity or group isfailing or likely to fail;

(b) bhaving regard to timing and other relevant circumstances, there is no
reasonable prospect that any action, including alternative private sector or
supervisory action (including early intervention measures), other than the write
down or conversion of capital instruments, either singly or in combination with
resolution action, would prevent the failure of that entity or group within a
reasonable timeframe.

For the purposes of point (a) of paragraph 1, that entity shall be deemed to be failing
or likely to fail where one or more of the circumstances set out in Article 16(3)
occur.

For the purposes of point (a) of paragraph 2, a group shall be deemed to be failing or
likely to fail where the group isin breach or there are objective elements to support a
determination that the group will be in breach, in the near future, of its consolidated
prudential requirementsin away that would justify action by the competent authority
including but not limited to because the group has incurred or islikely to incur losses
that will deplete all or a significant amount of its own funds.

The Commission, upon a recommendation of the Board or on its own initiative, shall
verify that the conditions referred to in paragraph 1 are met. The Commission shall
determine whether the powers to write down or convert capital instruments shall be
exercised singly or, following the procedure under Article 16(4) to (7), together with
aresolution action.

Where the Commission determines that the conditions referred to in paragraph 1 are
met, but the conditions for resolution in accordance with Article 16(2) are not met,
the Board, following a decision of the Commission, shall instruct the national
resolution authorities to exercise the write down or conversion powers in accordance
with Articles 51 and 52 of Directive[ ].

Where the conditions referred to in paragraph 1 are met, and the conditions referred
to in Article 16(2) are also met, the procedure set out in Article 16(4) to (7) shall
apply.

The Board shall ensure that national resolution authorities exercise the write down or
conversion powersin away that produces the following results:
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Article 42

National Parliaments

1 Due to the specific tasks of the Board, national Parliaments of the participating
Member States, through their own procedures, may request the Board to reply in
writing to any observations or questions submitted by them to the Board in respect of
the functions of the Board under this Regulation.

2. The national Parliament of a participating Member State may invite the Executive
Director to participate in an exchange of views in relation to the resolution of credit
institutions in that Member State together with a representative of the national
resolution authority.

3. This Regulation shall be without prejudice to the accountability of national resolution
authorities to national Parliaments in accordance with national law for the
performance of tasks not conferred on the Board or on the Commission by this

Regulation.
Article 43
Independence
1 When carrying out the tasks conferred upon it by this Regulation, the Board and the
national resolution authorities shall act independently and in the general interest.
2. The members of the Board referred to in Article 40(2) shall act independently and

objectively in the interest of the Union as a whole and shall neither seek nor take
instructions from the Union’s institutions or bodies, from any Government of a
Member State or from any other public or private body.

Article 44

Seat
The Board shall have its seat in Brussels, Belgium.

TITLEII
PLENARY SESSION OF THE BOARD

Article 45

Participation in plenary sessions
All members of the Board shall participate in its plenary sessions.

Article 46

Tasks
1 Inits plenary session, the Board shall:
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Articles 58-63 of the Regulation establishing Board set out the provisions on
implementation and control of the Board’s budget and applicable financial rules.

95

EN



N4

19

4

Aoyine Bunuiodde ayy Jo uoieBapp ayr puadsns Ajielodws] uosioep e Jo fem
Ag few uoissas Areuad S1i Ul preog ay) ‘24inba. 0S SEURISWINDIID [RUO 1dSIXD 38U

'siemod asoy) 91l [pp-ans 0} pasLoye 3q |feus
10199110 9AIN29XT 8y pepuadsns aq ued semod Jo uoieBapp ayr ydiym Japun
suonIpuod ay) Buluiep pue Jo1siig aAINex3 syl 01 siemod Auoyire Bunuiodde
uerspu Burebapp ‘siuenss BUIO Jo JuswAoldw Jo SUORIPUOD 3U} JO 9 SPIMY
uo pue suoiienfey 4fe1s syl Jo (T)g apIMY Uo paseq UosIoep e ‘suolienfiey 4eis
3y} JO OTT 9PV Ynm 3ouepiodde ul ‘idope |jeus preog ay) ‘uomssas Areusd sii u|

"UOI7RD14IPOW JiBY) ‘ASeSSa3aU aleym ‘pue
S2INIONJIS feUBIUL S pAe0g 3} JO JBLIUSIICRISS Y} UO SUOISIoSp ay) | axel (W)

(4Vv710) 22140 prelj-huy uesdoing 8y Jo suoiehissAul
Wwol} Se |pM Se ‘suoieners pue suodal lpre [euklxe Jo feusslul syl
woJ} Buiwwes suoirepuswwodal pue sbuipul) 01 dn-mojjo) arenbape ainsue  (|)

‘sannp Jays1y Jo souewtoyiad ayl ui Juspuadapul
AJeuonouny aq |eUs oym ‘siuenles eylo Jo uewAoidw3 Jo suonipuo)d
ayl pue suoirinbey Heis ayl 0l 1elgns ‘oo Bununodoy ue wiodde ()

'suolie|nfey 1S aul JO OTT dPIMY
UM 80Ueplodde Ul SiueAdS BYI0 Jo Juswhojdw3 Jo suonipuod ayl pue
suolre[nBay Jeis ayl 01 1994J BuIAIB Jo) sajni Bunuswe |dwi arelidoidde 1dope ()

‘(,s;omod Aioyine
Bunuiodde ay1) Wewlodws jo 10D e 8pnpuUoD 0} paMmodw
Auoyiny ayl uo SiueAldS BYIO Jo wewAholdwsg jo suonipuo) ayr Aq
pue A1oyiny Bunuioddy syl uo suoirnBay Heis syl Aq paiseuod siemod ayl
‘preog 8yl JO 1Je1s 8yl 0] 109dsa4 Y1Im ‘ssioexe ‘g ydelbered yiim aouepiodde ul - (1)

2inpaocoud Josanisyi dope  (U)

‘slaguiswl Sl o 19903l
Ul 1S9,RUI JO SPIuUod Jo uewsleuvew pue uonuanaid ayy oy sant 1dope  (B)

‘pejuswia || 8 03 SaINSeaL 8y} JO S11jouaq pue SIS0d
31 unoade oju1 Bu el sysi prely oyareuoiniodold ‘ABareuis prielj-nue ue dope (1)

T9 901V YlIM 30Ueplodde Ul preog ay) 0l a|gedijdde sajnu eoueulyay) idope (@)

“ebpng
ay} Jo uoieiusw |dwi 8y} uo suoreue|dxe pa|ep uasald |eys LodaisIy] gy
30IMY Ul 0} paiidjol SaniANTe S pleog ay) uo uodal Alande enuue ue dope  (p)

£/ 3191V Y1IM 80UepI0Je Ul BWweyds seiuerenb

usodap 0} Buipus| 8yl uo pue z/ SPIMY UMM 80Uepiodde Ul sjuswiebuelre

Bupueuly feuoileu JO uOIESIENMINW BU} ‘89 SPINY UM 3dUepiodde
ul sjuewebuelre Buoueuly usameq Buimoslog AreunjoA ayr uo apiep  (9)
(2)65 @01V Uiim 8oUepIodTe Ul preod Ay} Jo 16png fenute sy 1dope  (a)

SHjueg eaua) ueadoing 8yl pue ‘UoSSILWOD 8y} ‘|1ounoD ay) ‘uswel|red

ueadoin3 sy} 0} UOIFRWLIOUI 10} M JIWSU..) [[eUS pue 1039811d 9AIIN%SX3 8yl Aq

premioy Ind 1elp e uo paseq ‘(T)6i @0V YlIM aduepJlodde ul reak Buiwod ayl
Joj awuwrelboud xiom enuue s preogd ay) ‘Jeak yies Jo JequienoN o€ Agq ‘idope  (e)

N4

N4

*Aauow s1y) Buiedo|fe Joja|qsuodsal Jels 8yl uo se |pmse preog Aq
pssings1p Asuow Jo Sa1keidpusq sy e S¥8Yd Jods-8y3-uo N0 ALed ‘g pasu 1 ‘Aew
4V710 pue siolpny Jo LoD ayl feyl areindis Apdldxe [feus Wl wody Buninsal
siuswinisul Bunuswedwi syl pue sjuswealfe ayy pue suosioep Buipuny ayl

"1jes preog
| Joj suosinoid ardoidde idope Apripswwl |jeus pue (4¥10) 92110 preid
-nuy ueadoin3 ayy Ag suoieBinsaAul feuselul BuIuBoU0I SaIUNWIWOD Ueadoin3 ayl
JO UOISSIWWIOD 8y} pue uoiun teadoing ay) JO [1DUN0D 3y} ‘JusWe||red Ueadoing ay)
UaMIB] 666T AN G2 JO JUBWSRIAY [eUONNINSULIBIU| B} 0} 8Pp3JJe [feys preod ay L

‘uonoLIsal Aue Inoyym preog auyi o3 Ajdde |feus (4v10) 80140 preid
-Nuy ueadoun3 ayr Aq pa1onNpuUo suo b NSaAU| BuIUBIU0D 666T ABIN GZ JO [1DUN0D
aU} Jo pue JBWe|red teadoin3 8y} Jo 666T/€L0T ON (D3) Uole|nBay Jo suosiroid
ay1 ‘Aiange b))l Jeyio Aue pue uondniiod ‘priesy Buirequiod Jo sesodind ay) Jo4

Sa111.0enfa 111 pue pne.Jj 1UaAs id 01 S Insea

'SI01
eLeIRW BuipioAe Ul Siijsusq JBYL PS8dXe 10U |[eys Sainpadold yons Jo SISod ay L
"Il 01 PaLIRJUOD SYSel 8y} JO uoleuews(dwi ayl pue Alljigisuodsal s Jo abeyosip
ay) 0} Werspl sainpaooid S preog Byl Ul peppagWe 80 |eus S|0JIU0D eusslu|

10118 J0XS14 10
jona| po10adXe AU} JO JUBLSSISSE pUR S[0.U0D SU} JO S1IPUS( pUe SIS00 3y} JO arew s

's9|Nnl
40 185 }1090S € JO WBLLYS!|gRISS BY) 81INba. |]1M UYDIYM ‘pund UON|0SIY ueg 8|buis
ay) Jo wewelBeuew ay) Joj 1deoxe ‘UOSSILUWOD Yl AQ paysi|celss salilioyine Byio
Aq paijdde useired ay) MO[j0) PINOYS [0JIUOD [RUSIUI JO) SIINJ pUR MIOMOURIS 3y L
dn 195 WeIsAS [01)U0D [euelul BY) Bu iU JBOUOD UoITew Ioju |

"PaUSI|qeIsa pue padopAsp

8 01 8/2Y ||IM S24npa204d [0.U0D feusslul JO 1Bs B ‘paelal SIYl U pun4 uoin|josay
ued a1buis sy Jo Juswiefieuew ay) BuLINsus 10} a|qsuodsal 8q |[IM pleog ‘A|puodes
'suonNINsul eloueul)

Aq peoueul) ApABNRXe aq [[IM peod 3yl Ag papino.d SI01AISS U} ‘S9IIUNWILLIOD 8y}
Ag dn 185 Sa1poq Joyio Auew woly Apueselliq ‘preod ayl Jo wsiueydsw Buoueul) syl
JO @InTeu 21J109ds 8y UNCIJE OJUl 8Xe] PINoys JusWieBeUeW YSII [eURIUI ‘IBASMOH

'suoirelido.idde 16pNQ Jo asn a8 pue W1
‘[ealliounds ‘bl ay1 01 UolrpRI Ul SysU AMau Inodge Bulig 10u pnom fesodoid ay L

paynuap! (s
weIsAs |011U00 pue JuBWRbeUR |\

"uoieNBay siy1 Ag 11 uodn pa.IeU0D SHSL) 3] JO U0NNJSXD
3y} U0 SJ01IpNY JO 1N0D Ueadoin3 sy pue UoISSIWIWOoD 3y} ‘[10UnoD ay) ‘usuel|ed
ueadoing ay) 01 uodal e feak yoes lwgns 0] ‘sbuiyl seylo Buowe ‘uoirenbey
Syl Jo uolesWR|dWI 8yl JOJ UOISSILWOD 8yl pue [iounod 8yl ‘usueljed
ueado.n3 ay) 01 9|CeIUN0JJe 3] 0) PLeod AUl saJnbe. uoieNBay ayl Jo /i Sy

sa|n.J Buiods . pue Builoiiuo N
SFINSVIW LNFNIDOVNVIN

€¢

€ece

cee

Tee

c¢

N4



EN

powers to the Executive Director and those sub-delegated by the latter and exercise
them itself or delegate them to one of its members or to a staff member other than the
Executive Director.

Article 47

Meeting of the plenary session of the Board
The Executive Director shall convene meetings of the plenary session of the Board.

The Board in its plenary session shall hold at least two ordinary meetings a year. In
addition, it shall meet on the initiative of the Executive Director, at the request of the
Commission, or at the request of at least one-third of its members.

The Board in its plenary session may invite observers to attend its meetings on an ad
hoc basis.

The Board shall provide for the secretariat of the plenary session of the Board.

Article 48

Decision-making process
The Board, in its plenary session, shall take its decisions by a simple majority of its
members. However, decisions referred to in point (c) of Article 47(1) shall be taken
by amajority of two-thirds of its members.

The Executive Director shall take part in the voting.

The Board shall adopt and make public its rules of procedure. The rules of procedure
shall establish more detailed voting arrangements, in particular the circumstances in
which a member may act on behaf of another member and including, where
appropriate, the rules governing quorums.

TITLEII
EXECUTIVE SESSION OF THE BOARD

Article 49

Participation in the executive sessions

Subject to paragraphs 2 and 3, the members of the Board referred to in Article
40(1)(a) to (d) shall participate in the executive sessions of the Board.

When deliberating on an entity referred to in Article 2 or a group of entities
established only in one participating Member State, the member appointed by that
Member State shall also participate in the deliberations and in the decision-making
process in accordance with Article 52(1) and (3).

When deliberating on a cross-border group the member appointed by the Member
State in which the group level resolution authority is situated, as well as the members
appointed by the Member States in which a subsidiary or entity covered by
consolidated supervision is established, shall participate in the deliberations and in
the decision-making process in accordance with Article 52(2) and (3).
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1.6. Duration and financial impact

O Proposal/initiative of limited duration

— [ Proposd/initiative in effect from [DD/MM]YYYY to [DD/MM]YYYY

— O Financia impact fromYYYY toYYYY

M Proposal/initiative of unlimited duration

— Implementation with a start-up period from 2014 to end 2014,

— followed by full-scale operation.

1.7.  Management mode(s) planned™

[0 Direct management by the Commission

— [ by itsdepartments, including by its staff in the Union delegations,

— M by the executive agencies.

[0 Shared management with the Member States

O Indirect management by delegating implementation tasks to:

— [ third countries or the bodies they have designated;

— [Ointernational organisations and their agencies (to be specified);

— [Othe EIB and the European Investment Fund;

— M bodies referred to in Articles 208 and 209 of the Financial Regulation;

— [ public law bodies;

— [ bodies governed by private law with a public service mission to the extent that
they provide adequate financial guarantees;

— [ bodies governed by the private law of a Member State that are entrusted with
the implementation of a public-private partnership and that provide adequate
financial guarantees;

— [0 persons entrusted with the implementation of specific actions in the CFSP
pursuant to Title V of the TEU, and identified in the relevant basic act.

— If more than one management mode is indicated, please provide details in the
"Comments" section.

Comments

Details of management modes and references to the Financial Regulation may be found on the
BudgWeb site: http://www.cc.cec/budg/man/budgmanag/budgmanag_en.html

93

EN



N4

69

palreyo aq |feys pue ‘siequisll 0M) Jo 1sanbss uodn Jo SARIIUI UMO S1Y UO 1010811a
9ANN9XT 8y} AQ PIUBAUOD 3( [[eUS UOISSSS 9AIINDSXS S11 Ul pleod 3y Jo sBunse N

'SUOISS3S 9ANNJBXS S11 0} 81npsdo.d
J0 sa|nJ ayr 21gnd Sxew pue idope |EUS ‘UOISSIS SANNDSXS Sl Ul ‘pleog dyl

"9lelS Jequia N eyl Jo
S9111]iqisuodsal [easly 8y uo sabuiduwil UoIssnosIp Jopun UOISIoep & aeym preod ayl
JO uoleleqipp Jeyunj e aduo alinbal 0] ajge aq |feus arIS Bque N e Ag pajulodde
JBgwew e ‘paydeal SI G9 Sy Ul 01 paipl pAs| Bulpun P6RI Byl [N

"910A Bunsed © 9/RY |[BYS 10109110 9AINIDXT SY1 811 e JO 850 U| "PaUs! RIS
SI uosinldns pamepliosuod Ag paeA0d Alue Jo ARIplsgns B YoIym Ul SSRIS
JBQUWB A U JO SSNILIOYITe UONN|OSaJ [eUOITeU JO JBguinu ay) pue 310A 3UO JO Uondel)
e 01 fenbd bl BunoA e aney ydes |eys slequiew Buiredionsed sBylo ayl 810A
aU0 aney ydes |[eys pareniss s Alioyine uonnjosal pAs| dnolf ayl Yolym ul aels
Bgue N 8y} Ag pajulodde Jequisw auy pue (Z)or dPIMY Ul 0) pRIRRI pieog auj Jo
slequisw ay | ‘siequew Buredpnsed sii jo Ajuofew ajdwis e Ag SUOISSSS SAIINIEXS
S11 Ul SUoIsIoap Sl axel |feys preog ay) ‘dnolf Jeplog-ssoto e uo Buirelsqipp UBYM

"910A Bunsed e aney |[eys 10199110 SAINIBXT
a3yl an e Jo ased u| skequew Buiredpinked su jo Aluofew aidws e Ag suossss
BANNDSXS S} Ul SUOKINEP SII 8Xel |eus pleog 8yl ‘Bmeis Jesqwe i Buiredpied
auo ul Ajuo paysijqerss dnosb e Jo Aue enpiAlpul te uo Buresqlep USYM

Bupfew-uosioeq
TS9PV

"UOISS3S SAIINJIXD S} Ul
pJeog ay) Jo ainpaooud Jo san ay) umop Ae| |feus ‘Uosssss Aseua|d S1i Ul ‘preog ay L

'siequiaw 11 Jo 1senbal ay e Jo J013e11g
BAIN0SX3 8} JO SAIRRNIUI 8Y) UO J88W |[eUS ‘UOISSSS SAIINDSXS S1I Ul ‘pleog 8y L

'se1ew Arrbpng Bulpnoul ‘sielfew Juswsfeuew aA RIS IUILWPE Uo fendiked
ul ‘uossas Arusid S} ul pleog ayl JO jeuysg UO SUOKIEP [euoisincid URLBD
ayel Aew UOSSas BAIINJEXS S1I Ul ‘pleog ayl ‘Aousbin Jo asmnedssq ‘ARessadteu UBYM

"pun4 ay} uo 1e6Bpng ays Jo || Leds preogd ayl uodn Buipoep (1)

:(9)91 8oy 01 wensind uosep
pauoseal B axe] pue Ssasse 01 LOISSILIWOD 8yl Buimoje uorewloul
wenspls Aue yum ‘aigssod se Alea se ‘uossiwwo) ayl bBuipinosd (1)

‘sspnpulsiyl
“uolze|nBay siy} Jusws|dwi o) suosioap |eaxel  (a)
‘uoissss Areus|d sy1 ul preog sy Aq perdope aq oy suosioep aredaid  (e)
:]leUs ‘UOISSas 9ANNJDXA S} Ul ‘preog ay |

‘preog
8] JO UOISS3s BANNJBXS Ue AQ paisisse aq |[eus ‘Uossses Afeuaid s1i Ul ‘preog ayL
SYsel
0S3phv

N4

N4

6

"uoiuN 3y} Jo A31|IgeIs B|CeU ISNS BU) U1 80USP1JU0D
dn Buidsay 01 aINqUIUOD ||IM SBRIS JoqUIBIN | Ul Ssweyds aejuelenb 1isodap
PI[OS pue 8ANJBYS pue Syueq JO) WSIUeyddW uoninjosal ajfuls © Yim pauiquiod
903 8y} Aq uosinBdNS 198110 SARIS JSQUBIN |[e UI SiUeq 8y} Joy uoun Bupjueg
© p|ing 01S19AN3I[go WiLI-Buo| 8y} ‘ZT0Z 40 Widen|g S UOSS ILIWOD 3y} Ylimaul| u|

“PXeW [eUBIUII0YM B} JO 11jauSq U 0} AlljIgels eloueu )
ealy oing prenbofes 01 Jopio ul s uolfeuod affieuew 01 SNyl pue SsaJSIp Ul
SyuUeq Ylim [eap 01 WSIUeYdsLU UOIIN[0Sa] 8pIMm-ealy 0ing e salinbai sy few Bupjueq
uojun a8y} Jo uoireiBaiul By} ‘|1PUNoD Ueadoing 8y JO SUOISN|OUOD 3Yl YHM aul| U

'SyUe( JO U0IIN[0Sa4 au} Jo}
Buimo|fe sainpaooid pue siemod YliM Sai1LIoyine uoiin|osal [euolfeu ay) apinoid pue
el [eusslul 8yl SsoJJe N0 PaLLed 8 |[IM UOIN|0Sa) MOY o) S3|nJ 8y Us!|gelss
[[IM BAND241Q UOIIN[OSSY pue ABA0JSY Mueqd syl 'siokesifa]-00 ay) Ag uoienobou
Jopun Apualind sI gToz ul paldope (@AnDaliQ uoNN|oSeY pue ABA0JDY Mueqd)
SWILI1J JUSWISSAUI PUE SUOINIIISUI 1190 JO UOIIN|0SaJ pue AJBA0JS. 8U 10} YJomawel )
e Bulysijgerss annselIq e Joy esodoud sy ‘uoiun Bupjueg ays Jo 10adse Aoy sylouy

N4



EN

by the Executive Director. The Board may invite observers to attend its executive
sessions on an ad hoc basis.

TITLEIV
EXECUTIVE DIRECTOR AND DEPUTY EXECUTIVE DIRECTOR

Article 52

Appointment and tasks

The Board shall be headed by a full-time Executive Director who shall not hold any
offices at national level.

The Executive Director shall be responsible for:

(@ preparing the work of the Board, in its plenary and executive sessions, and
convening and chairing its meetings;

(b) all staff matters;

(c) matters of day-to-day administration;

(d) implementation of the budget of the Board, in accordance with Article 59(3).
(e) the management of the Board,

(f) theimplementation of the annual work programme of the Board,;

(g) each year the Executive Director shall prepare a draft report with a section on
the resolution activities of the Board and a section on financia and
administrative matters.

The Executive Director shall be assisted by a Deputy Executive Director.

The Deputy Executive Director shall carry out the functions of the Executive
Director in his absence.

The Executive Director and the Deputy Executive Director shall be appointed on the
basis of merit, skills, knowledge of banking and financial matters, of experience
relevant to financial supervision and regulation.

After hearing the Board, in its plenary session, the Commission shall propose alist of
candidates to the Council for the appointment of the Executive Director and the
Deputy Executive Director. The Council shall appoint the Executive Director and the
Deputy Executive Director after hearing the European Parliament.

By derogation from Article 40(2), the term of office of the first Deputy Executive
Director appointed after the entry into force of this Regulation shall be three years;
thisterm is renewable once for a period of five years. The Executive Director and the
Deputy Executive Director shall remain in office until their successors are appointed.

An Executive Director or Deputy Executive Director whose term of office has been
extended shall not participate in another selection procedure for the same post at the
end of the overall period.

If the Executive Director or the Deputy Executive Director no longer fulfil the
conditions required for the performance of their duties or have been guilty of serious
misconduct, the Council may, on a proposal from the Commission and after hearing
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152

153

the Banking Union with different instruments and steps, potentially open to all
Member States but in any case including the 17 currently within the Euro Area.

The first step, the Single Supervisory Mechanism (SSM) for Euro Area banks and
those from the Member States that wish to join empowers the ECB to exercise key
supervisory tasks over such banks.

Another key aspect of the Banking Union, the proposal for a Directive establishing a
framework for the recovery and resolution of credit institutions and investment firms
(Bank Recovery and Resolution Directive) adopted in 2012 is currently under
negotiation by the co-legidators. The Bank Recovery and Resolution Directive will
establish the rules for how resolution will be carried out across the internal market
and provide the national resolution authorities with powers and procedures allowing
for the resolution of banks.

In line with the conclusions of the European Council, the integration of the Union
banking markets requires a Euro Area-wide resolution mechanism to deal with banks
in distress and thus to manage contagion risk in order to safeguard Euro Area
financial stability to the benefit of the whole internal market.

In line with the Commission’s Blueprint of 2012, the long-term objectiveisto build a
Banking Union for the banks in all Member States. Direct supervision by the ECB
combined with a single resolution mechanism for banks and effective and solid
deposit guarantee schemes in all Member States will contribute to keeping up
confidence in the sustainable stability of the Union.

Added value of EU involvement

Under the principle of subsidiarity set out in Article 5.3 of the TEU, in areas which
do not fall within its exclusive competence, the Union should act only if and in so far
as the objectives of the proposed action cannot be sufficiently achieved by the
Member States, either at central level or at regional and local level, but can rather, by
reason of the scale or effects of the proposed action, be better achieved a Union
level.

Only action at European level can ensure that failing banks are resolved in a non-
discriminatory manner and pursuant to a single set of rules to improve the
functioning of the Economic and Monetary Union and that of the internal market.
Despite the deep integration of the Union’s banking sector, substantial differences
between resolution decisions taken at national level may result in unacceptable risks
to financial stability.

The single currency compels single oversight and resolution of banks for the Euro
Area to avoid destructive economic fragmentation. A Single Resolution Mechanism
will be more effective than a network of national resolution authorities, in particular
in respect of cross-border banking groups for which speed and coordination are
crucia to minimise costs and restore confidence. It will also entail significant
economies of scale, and avoid the negative externalities that may derive from purely
national decisions.

Compatibility and possible synergy with other appropriate instruments

The first step, the Single Supervisory Mechanism (SSM) for Euro Area banks and
those from the Member States that wish to join empowers the ECB to exercise key
supervisory tasks over such banks.
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Article 56

Part | of the budget on the administration of the Board

The revenues of Part | of the budget shall consist of the annua contributions
necessary to cover the administrative expenditure in accordance with Article 62(1)

@

The expenditure of Part | of the budget shal include at least staff, remuneration,
administrative, infrastructure, professional training and operational expenses.

Article 57

Part I of the budget on the Fund
The revenues of Part 11 of the budget shall consist, in particular, of the following:

(@ contributions paid by institutions established in the participating Member

States in accordance with Article 62 except for the annual contribution referred
toin Article 62(1)(a);

(b) loans received from other resolution financing arrangements in non-
participating Member States in accordance with Article 68(1);

(c) loans received from financial ingtitutions or other third parties in accordance
with Article 69;

(d) returns on the investments of the amounts held in the Fund in accordance with

Article 70.
The expenditure of Part |1 of the budget shall consist of the following:
@

expenses for the purposesindicated in Article 71;

(b) investmentsin accordance with Article 70;

(c) interest paid on loans received from other resolution financing arrangements in
non-participating Member States in accordance with Article 68(1);

(d) interest paid on loans received from financial institutions or other third parties

in accordance with Article 69.

Article 58

Establishment and implementation of the budget

By 15 February each year, the Executive Director shall draw up an estimate of the
Board's revenue and expenditure for the following year and shall send it to the Board,
inits plenary session, for approval, not later than 31 March each year.

The budget of the Board shall be adopted by the plenary session of the Board on the
basis of the statement of estimates. Where necessary, it shall be adjusted accordingly.

The Executive Director shall implement the Board’ s budget.

72

1.2

13.

14.
14.1.

142

LEGISLATIVE FINANCIAL STATEMENT

FRAMEWORK OF THE PROPOSAL/INITIATIVE
Title of the proposal/initiative

Regulation of the European Parliament and of the Council establishing a Single
Resolution Mechanism and Single Bank Resolution Fund

Policy area(s) concerned in the ABM/ABB structure®
Internal market — Financial Markets

Natur e of the proposal/initiative

M The proposal/initiative relates to a new action

O The proposalinitiative
proj ect/prepar atory action®

relates to a new action following a pilot

[0 The proposal/initiative relates to the extension of an existing action
O The proposal/initiative relates to an action redirected towar ds a new action
Objective(s)

The Commission's
proposal/initiative

multiannual  strategic objective(s) targeted by the

. Strengthen the internal market for banking services while maintaining a level
playing field.

. Maintain financial stability and confidence in banks, ensure the continuity of
essential financia services, avoid contagion of problems.

. Minimise losses for society as a whole and in particular for taxpayers, protect
depositors, and reduce moral hazard.

Soecific objective(s) and ABM/ABB activity(ies) concerned

In the light of the general objectives above, the following specific objectives are
sought:

Preparation and prevention:

. increase preparedness of supervisors and banks for crisis situations and
. enable resolvability of all banks

Early intervention:

. improve early intervention arrangements for bank supervisors.

Bank resolution:

. ensure resolution of banks that are subject to a single supervisory mechanism
in atimely and robust manner;

. ensure legal certainty for stakeholders of bank resolution.

31

EN EN

ABM: activity-based management — ABB: activity-based budgeting.
Asreferred to in Article 54(2)(a) or (b) of the Financial Regulation.

89

EN



N4

€L

'SJUN0OJe S p.e0g BY) 0} UoIR PRI Ul palinbal uorewloyul Aue ‘ssnba.l
S oIl Ayl e JueuRlled Ueadoung Byl 0} HWONS |[eus J01oSIIQ SANNDSXT ayL

“196pNQ 8y} Jo uo W [dwi 8y} Jo 109dsal
ul 40198110 9ANN%ex3 ay} 01 abreyasip anlb |feys ‘uoissas Areuad s1i Ul ‘preog ayL

;2o Buimo|josay) Jo JequienonN ST Ag
uolun ueadoin3 ayy Jo feunol [RID1HO dU Ul pausiignd oq |feus SIUNodJe feul) ayL

JBOWRINSS 0F
Aq suoireABSqO S} 01 A[doJ e SI0MPNY JO LIN0D) 8y} PUSS |jeys 10139110 SANNIXT 3 |

'SJ01IpNY JO MN0D
U} pUe ‘UOISSILUIOD 8y} ‘[1IDUN0YD aU) ‘WsWellled ueadoin3 ay) O] SJUNoJITe [eul)
8y puss |feus ‘feak feroueuly yaes Buimolios Aine T Aq ‘|feus 1019811Q 8AINISXT 8y L

‘lenoidde
10} ‘uoissas Areua|d s11 Ul peog auy 0] WYL pUss |feys pue A11jigisuodsal umo Bysiy
Jopun sjunoode feul) s pleog ayl dn Meip [eUS J0108J10 SANNDSXT Byl ‘SIUN0IJe
feuossinoid s.pfeog 8yl UO SUOIRAJSSCO SI0JPNY JO LNOD 8yl jo sl up

;eah eoueuly Buipads.d syl Joj SlUNodde euoisinoid s pleog ay) Jo SIuncoJe
SJolipny JO 1N0D 8yl pue ‘UoISSIWIWOD 3yl ‘|unod ayl ‘Juswelred ueadoin3
3y} 0] JWSUe.) [US ‘UOISSSS SANINJIDXD S11 Ul ‘preog ayl seak ydes Jo yor N TE A9

'SI01IPNY JO 1IN0D 8y} 01 SJUN0JJe [eUOSIN0Id BY) puss
[leus 01O Bununodoy s pleog ayy ‘resh [eoueuly Buimo|jos ayr Jo Yo T Ag
4901440 BuisLoyIe se 138 |eus J019811d SAINDSXT By L

ab.feydsIp pue SJUN0JJe JO UOITRIUSSa Id

099PNIY

‘pleog ay1 Y1mal] [feus sxsel siy ino BuiAiied Jojajgelins
sainpadoid pue swesAs j0auod feuseul adeid ul Bumnd oy Aljigisuodsal syl

uawefeuew [eoueul punos Bunowoud pue suoiesedo
JO uomeews|dw! Jo suonipuod ayl Buinoidwi Joj SuOIRPUBSWILOIDI BuInssi
Ag pue swes/As [01ucd pue Jusweleuew jo Alienb ayr uo suoluido uspuadapul
Buinsst Ag ‘sysi yim Buiesp uo pleog 8yl ssiApe |[feus Jolipre feulul syl

‘pre0g 8y} Jo s8unpasold pue swialsAs uoieiuawe [dwii
1bpng Jo uoiresedo sedoud syl BulAyBA 10 11 01 9|qIsuodsal aq |eys ‘pleog aur Aq
pajulodde ‘Ioyipre [euselul 8y ‘SpJepuUels feuoifeusieiul JUeAs i ayl Ylim aoue||dwod
ul pawiopad ag 01 ‘preog ayr uyum dn 1BS aQ |feus uonOUNY lpre Ul UY

[0.J1UCD pUe 11PNy

65 9PV

N4

NH 88

anuanal uo 1edw | parew sy '€'€

suonng1uod Arred-pliyl 'sz€

YJomaLLe f fefouieuly fenuuR N 1US.1nd au3 Yim AljiqiredwioD v'z'e
aJnjeu aAesiulwpe ue Jo suoirelidodde uo 1oedw i parew sy '€z’
suolrelidoudde reuoireodo uo joedwi parewnsg '2'z'e

aJn]ipuadxa Uo 10edw| parewNss Jo Afeluwns '1'2'S

ainyipuadxe uo 19edw perewnsg  Z'€

pe1oeyfe (S)ul|
1bpng ainjipuadxe pue Mlomewel) [eIoUeUl) fenuuennw ayl Jo (S)BuipesH ‘T'€

AAILVILINI/IVSOdOdd IHL 40 LOVAd NI TVIONVNId A3 LVINILST

sanLenBa.l pue prielj 1ueroid 01SBINSEBIN €2
wielsAs [011u0d pue weweleue|N 2’2

sa|nJ Bunlodal pue BuLoliuON  “T'Z
SIFANSVIIN LNFINIOVNVIN

pabiesinue (s)epow Juswebeue| N */°T

1oedw eiueuly pue uoeINg  '9'T

anlrenul/esodoid syl Joyspunoi  ‘G'T

SPrmeldo v'T

aAlenul/esodoidayy JoaineN €T

aInpnus g v/ NGV Ul Ul pauisouod (Sleske Adllod 2T
anenul/esodoidayl joapll TT
JAILVILINI/IVSOdOdd 3HL 40 YHOMINVHA

INIJNILVIS TVIONVNIH IAILVISIOFT



EN

Article 61

Financial rules

The Board shall, after consulting the Court of Auditors of the Union and the Commission,
adopt internal financia provisions specifying, in particular, the procedure for establishing and
implementing its budget.

As far as is compatible with the particular nature of the Board, the financial provisions shall
be based on the framework financial Regulation adopted for bodies set up under the TFEU in
accordance with Article 208 of Regulation (EU, Euratom) No 966/2012 of the European
Parliament and of the Council of 25 October 2012 on the financia rules applicable to the
general budget of the Union.?®

Article 62

Contributions

1 Entities referred to in Article 2 shall contribute to the budget of the Board in
accordance with this Regulation and the delegated acts on contributions adopted
pursuant to paragraph 5. The contributions shall comprise the following:

(@ annua contributions necessary to cover the administrative expenditures,

(b) annua ex-ante contributions necessary to reach the target funding level of the
Fund specified in Article 65, calculated in accordance with Article 66;

(c) extraordinary ex post contributions, calculated in accordance with Article 67.

2. The amounts of the contributions shall be fixed at such a level as to ensure that the
revenue in respect thereof isin principle sufficient for the budget of the Board to be
balanced each year and for the missions of the Fund.

3. The Board shall determine, in accordance with the delegated acts referred to in
paragraph 5, the contributions due by each entity referred to in Article 2 in adecision
addressed to the entity concerned. The Board shall apply procedural, reporting and
other rules ensuring that contributions are fully and timely paid.

4, The amounts raised in accordance with paragraphs 1, 2, 3 shall only be used for the
purposes of this Regulation.

5. The Commission shall be empowered to adopt delegated acts on contributions in
accordance with Article 82 in order to:

(@ determine the type of contributions and the matters for which contributions are
due, the manner in which the amount of the contributions is calculated, the way
in which they are to be paid;

(b) specify registration, accounting, reporting and other rules referred to in
paragraph 3 necessary to ensure that the contributions are fully and timely paid;

(c) determine the contribution system for institutions that have been authorized to
operate after the Fund has reached its target level;

® OJL 298, 26.10.2012. p. 1.
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Article 88

Entry into force

This Regulation shall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

Articles 7 to 23 and Articles 25 to 38 shall apply from 1 January 2015.
Article 24 shall apply from 1 January 2018.

This Regulation shall be binding in its entirety and directly applicablein all Member States.
Done at Brussels,

For the Council
The President

For the European Parliament
The President
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deposits of all credit institutions authorised in the participating Member States which
are guaranteed under Directive 94/19/EC.

During the initial period of time referred to in paragraph 1, contributions to the Fund
calculated in accordance with Article 66, and raised in accordance with Article 62
shall be spread out in time as evenly as possible until the target level is reached
unless, depending on the circumstances, they can be advanced in consideration of the
favourable market conditions or the funding needs.

The Board may extend the initial period of time for a maximum of four yearsin case
the Fund makes cumulated disbursements superior to 0.5% of the total amount
referred to in paragraph 1.

If, after the initial period of time referred to in paragraph 1, the available financial
means diminish below the target level specified in paragraph 1, contributions
calculated in accordance with Article 66 shall be raised until the target level is
reached. Where the available financial means amount to less than half of the target
level, the annual contributions shall not be less than one fourth of the target level.

The Commission shall be empowered to adopt delegated acts in accordance with
Article 82 to specify the following:

(@) criteriafor the spreading out in time of the contributions to the Fund cal culated
under paragraph 2;

(b) circumstances under which the payment of contributions may be advanced
under paragraph 2;

(c) criteriafor determining the number of years by which the initial period referred
to in paragraph 1can be extended under paragraph 3;

(d) criteriafor establishing the annual contributions provided for in paragraph 4.

Article 66

Ex-ante Contributions

The individual contribution of each ingtitution shall be raised at least annually and
shall be calculated pro-rata to the amount of its liabilities excluding own funds and
covered deposits, with respect to the total liabilities, excluding own funds and
covered deposits, of al the ingtitutions authorised in the territories of the
participating Member States.

It shall be adjusted in proportion to the risk profile of each institution, in accordance
with the criteria specified in the delegated acts referred to in Article 94(7) of
Directive[].

The available financial means to be taken into account in order to reach the target
funding level specified in Article 65 may include payment commitments which are
fully backed by collateral of low risk assets unencumbered by any third party rights,
at the free disposal and earmarked for the exclusive use by the Board for the
purposes specified in Article 71(1). The share of these irrevocable payment
commitments shall not exceed 30% of the total amount of contributions raised in
accordance with paragraph 1.

The Commission shall be empowered to adopt delegated acts in accordance with
Article 82 to specify the following:
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(d) the interaction between the Board and the national resolution authorities of
non-participating Member States and the effects of the SRM on these Member
States.

The report shall be forwarded to the European Parliament and to the Council. The
Commission shall make accompanying proposals, as appropriate.

Article 84

Amendment to Regulation (EU) No 1093/2010

Regulation (EU) No 1093/2010 is amended as follows:

1

2.

In Article 4 point (2) is replaced by the following:
"(2) ‘competent authorities' means:

(i) competent authorities as defined in in point 40 of Article 4(1) of
Regulation (EU) No 575/2013 of the European Parliament and of the
Council and the Directive 2007/64/EC and as referred to in Directive
2009/110/EC;

(i) with regard to Directives 2002/65/EC and 2005/60/EC, the authorities
competent for ensuring compliance with the requirements of those
Directives by credit and financia ingtitutions;

(ili) with regard to deposit guarantee schemes, bodies which administer
deposit-guarantee schemes pursuant to Directive 94/19/EC, or, where the
operation of the deposit-guarantee scheme is administered by a private
company, the public authority supervising those schemes pursuant to that
Directive; and

(iv) with regard to 62(5), 65(5), 66(3), 67(4) and 70(4), resolution authorities
as defined in Article 3 of that Directive and the Single Resolution Board
established by Regulation (EU) No.../...of the European Parliament and
of the Council.

In Article 25, the following paragraph isinserted:

“la. The Authority may organise and conduct peer reviews of the exchange of
information and of the joint activities of the Board referred to in SRM Regulation
and national resolution authorities of Member States non-participating in the SRM in
the resolution of cross border groups to strengthen effectiveness and consistency in
outcomes. To that end, the Authority shall develop methods to allow for objective
assessment and comparison.”

In Article 40(6), the following third subparagraph is added:

"For the purpose of acting within the scope of 62(5), 65(5), 66(3), 67(4) and 70(4),
the Executive Director of the European Resolution Board shall be an observer to the
Board of Supervisors."
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Article 69

Alternative funding means

The Board may contract for the Fund borrowings or other forms of support from
financial ingtitutions or other third parties, in the event that the amounts raised in
accordance with Articles 66 and 67 are not immediately accessible or sufficient to
cover the expenses incurred by the use of the Fund.

The borrowing or other forms of support referred to in paragraph 1 shall be fully
recouped in accordance with Article 62 within the maturity period of the loan.

Any expenses incurred by the use of the borrowings specified in paragraph 1 have to
be borne by the Board itself and not by the Union budget or the participating
Member States.

SECTION 2
ADMINISTRATION OF THE FUND

Article 70

Investments

The Board shall administer the Fund and may request the Commission to perform
certain tasks relating to the administration of the Fund.

The amounts received from an institution under resolution or a bridge institution, the
interests and other earnings on investments and any other earnings shall benefit only
the Fund.

The Board shall invest the amounts held in the Fund in obligations of the
participating Member States or intergovernmental organisations, or in highly liquid
assets of high credit worthiness. Investments should be sufficiently geographically
diversified. The return on those investments shall benefit the Fund.

The Commission shall be empowered to adopt delegated acts on the detailed rules for
the administration of the Fund, in accordance with the procedure set out in Article
82.

SECTION 3
USE OF THE FUND

Article 71

Mission of the Fund

Within the framework decided by the Commission, when applying the resolution
tools to entities referred to in Article 2, the Board may use the Fund for the following
purposes:

(d) to guarantee the assets or the liabilities of the institution under resolution, its
subsidiaries, a bridge institution or an asset management vehicle;

78 EN
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Article 81

Security rules on the protection of classified and sensitive non-classified information

The Board shall apply the security principles contained in the Commission’s security rules for
protecting European Union Classified Information (EUCI) and sensitive non-classified
information, as set out in the annex to Decision 2001/844/EC, ECSC, Euratom. Applying the
security principles shall include applying provisions for the exchange, processing and storage
of such information.
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Before deciding, in accordance with paragraph 1 of this Article, the amount by which
the deposit guarantee scheme is liable in compliance with the conditions established
in Article 39(3)(d) of Directive [ ], the Board shall consult the deposit guarantee
scheme concerned, having full regard to the urgency of the matter.

In the event resources of a deposit guarantee scheme are not sufficient to cover the
payments to be made to depositors, and other resources are not immediately available
from the relevant participating Member State, the Fund may lend the necessary
resources to that deposit guarantee scheme provided that al the conditions under
Article 10 of Directive 94/19/EC are met.

TITLEVI
OTHER PROVISIONS

Article 74

Privileges and Immunities

The Protocol (No 7) on the Privileges and Immunities of the European Union annexed to the
Treaty on European Union and to the Treaty on the Functioning of the European Union shall
apply to the Board and its staff.

Article 75

Languages
Council Regulation No 1% shall apply to the Board.
The Board shall decide on the internal language arrangements for the Board.

The Board may decide which of the officia languages to use when sending
documents to Union institutions or bodies.

The Board may agree with each national resolution authority on the language or
languages in which the documents to be send to or by the nationa resolution
authorities shall be drafted.

The tranglation services required for the functioning of the Board shall be provided
by the Translation Centre of the bodies of the European Union.

Article 76

Staff of the Board

The Staff Regulations and the Conditions of Employment of Other Servants and the
rules adopted by agreement between the ingtitutions of the Union giving effect to
those Staff Regulations and the Conditions of Employment of Other Servants, shall
apply to the staff of the Board, including the Executive Director and the Deputy
Executive Director.

27

0J 17, 6.10.1958, p. 385.
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The Board, in agreement with the Commission, shall adopt the appropriate
implementing rules for giving effect to the Staff Regulations and the Conditions of
Employment of Other Servants in accordance with Article 110 of the Staff
Regulations.

Article 77

Saff exchange

The Board may make use of seconded national experts or other staff not employed
by the Board.

The Board in its plenary session shall adopt appropriate decision laying down rules
on the exchange and secondment of staff from and among the national resolution
authorities of the participating Member States to the Board.

The Board may establish internal resolution teams composed of staff of the national
resolution authorities of the participating Member States.

Article 78

Liability of the Board

The Board's contractual liability shall be governed by the law applicable to the
contract in question.

The Court of Justice of the European Union shall have jurisdiction to give judgement
pursuant to any arbitration clause contained in a contract concluded by the Board.

In the case of non-contractua liability, the Board shall, in accordance with the
genera principles common to the laws concerning the liability of public authorities
of the Member States, make good any damage caused by it or by its staff in the
performance of their duties, in particular their resolution functions, including acts
and omissions in support of foreign resolution proceedings.

The Board shall compensate a national resolution authority for the damages to which
it has been condemned by a national court, or which it has, in agreement with the
Board, committed to pay in accordance with an amicable settlement, which are the
consequences of an act or omission committed by that national resolution authority
in the course of any resolution under this Regulation, unless that act or omission
constituted a violation of Union law, this Regulation, a Decision of the Commission
or aDecision of the Board, or constituted a manifest and serious error of judgement.

The Court of Justice of the European Union shall have jurisdiction in any dispute
related to paragraphs 3 and 4. Proceedings in matters arising from non-contractual
liahility shall be barred after a period of five years from the occurrence of the event
giving rise thereto.

The persona liability of its staff towards the Board shall be governed by the
provisions laid down in the Staff Regulations or Conditions of Employment
applicable to them.
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between the Board and the national resolution authorities primarily involved in the
implementation of resolution decisions.
e The estimated costs structure of the Board is summarized in the table 2 below.

Table 1. Estimation of required Board’s staff on the basis of the structure and staffing of
the US Federal Deposit | nsurance Cor poration

[ FDIC! | BOARD
Characteristics
Number of banks 7,181° 6,008°
Total assets $14,451 (bn, 2012) €29,994 (bn, 2011)
Total covered deposits $6,027 (bn, March 2013) €5,514 (bn, 2011)
Target size fund $31 (bn) €55 (bn)
Ailing institutions 2008-2012 465 90*
Staff
Tota employees (fte, 2012, % at 7,476 (28.6%)
headquarter)
PSRN
(a Employees ‘Division of 1428 82 (estimation)
Resolutions and Receiverships
(fte, 2012)
&
(b) Employees 'Division of Finance' 176 88 (estimation)
(fte, 2012)
—
(c) Employees 'Office of complex 148 74 (estimation)

institutions' (fte, 2012)

2 Employees Legal division (fte 716/9.6% | 30/ 9.6% (estimation)®

2012/ % of total employees)

(e Tota number of employees 2,468 274

relevant divisions (fte, 2012)
(sumof g, b, c, d)

® Employees staff functions (IT, 863/ 11.5% 35/ 11,5% (estimation)

communications, €tc.)
(number/% of total employees)

309 (estimation)

(@ Tota number of employees
Board (sum of e and f)
9
(h) Non-permanent employees (% 21% 21%
of total employees, 2012)
244 (estimation)

@) Total number of permanent
employees Board

Source: www.fdic.gov.

Number of members of Deposit Insurance Fund, 2012.

Number of credit institution in EU-17 as of January 2013. Source: ECB.

Source: Commission Staff Working Paper 'Facts and figures on State aid in the EU Member States,
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Total expenditure 33 61 62 63 64 65 66

Single Bank Resolution Fund:

The target size of the Single Bank Resolution Fund is set at 1% of covered depositsin the
banking system of the participating Member States. On the basis of 2011 data on banks,
an estimated target size of the fund would be around 55 billion EUR.

Participating banks will pay their risk-adjusted share to the Single Bank Resolution Fund
within 10 year period. Thus the annual accumulation of resolution funds should reach
around 5.5 billion EUR, not taking into account returns and possible outflows.

In absolute amounts, the largest banks will make the biggest contributions to the Single
Bank Resolution Fund. Roughly, without taking into account the risk profile of banks, the
estimations of Commission services on the basis of 2011 data show that 17 largest
European banks will make up around 40% of all banks' contributions to the Fund.

With respect to the management of the Fund, it should be noted that the costs estimation
for the Board have only included the human resource implications. Other costs, such as
investment costs, have been assumed to be directly deducted from the Fund.

Financial impact at Commission Level:

It is estimated that a temporary alocation of 15 posts speciaised in human resources
issues, budgetary matters and other administrative matters relevant for the establishment
of the Board will be necessary at Commission level in the first year of operation (2014) to
set up and accompany the start-up phase (estimated 6 months) of the Board, which has
been assumed to be based in Brussels. The financial assessment below might change
depending on the selected |ocation of the Board.

As from 2015, it is estimated that 10 posts could be necessary within the Commission to
implement the tasks conferred to it in the Regulation, notably the preparation of resolution
decisions. Thiswill be subject to a decision taking on the annual budgetary procedure.
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32 Estimated impact on expenditure

321 Summary of estimated impact on expenditure

EUR miillion (to three decimal places)

Heading of multiannual financial Number [ JIHEAAING. ..o
framework . |
Year Enter as many years as
X NES Year | Year | Year necessary to show the
DG: <o > N+1 | N+2 | N+3 | duration of theimpact TOTAL
(see point 1.6)
* Operational appropriations
Commitmen @
Number of budget line ts
Payments (2
Commitmen
Number of budget line ts (19
Payments (2a)

Appropriations of an administrative nature financed from
the envelope of specific programmes™

Number of budget line

[

Year N isthe year in which implementation of the proposal/initiative starts.

direct research.

E N 102

Technical and/or administrative assistance and expenditure in support of the implementation of EU programmes and/or actions (former "BA" lines), indirect research,
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Heading of multiannual financial ’ 5 ‘ Administrative expenditure ‘

framework
EUR miillion (to three decimal places)
| 2014 ‘ 2015 ‘ 2016 | 2017 ‘ 2018 | 2019 ‘ 2020 ‘ TOTAL ‘
Commission [
* Human resources 1.965| 1.310| 1.310| 1.310| 1310| 1310| 1.310 9.825
« Other administrative expenditure — mission expenses 0.150 | 0.100| 0.100| 0.100| 0.100| 0.100| 0.100 0.750
TOTAL Commission ’Appropriations 2115| 1410| 1410| 1410| 1.410| 1.410| 1410 10.575

TOTAL appropriations
for HEADING 5 (Toa

G tmliET) fieEe] commitments =| 2115| 1410| 1.410| 1.410| 1410| 1410| 1410 10.575
Total payments)

framework
EUR miillion (to three decimal places)
2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 TOTAL
TOTAL appropriations Commitments 2115| 1410| 1410| 1.410| 1410| 1410| 1410 10.575

under HEADINGS 1to 5

& R HIEE IRERE: Payments 2115| 1410| 1410| 1410| 1.410| 1410 1410 10575
framework

EN 104
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Subtotal for specific
objective No. 2

TOTAL COST
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EUR million (to three decimal places)

Year
N3 Year Year Year Enter as many years as necessary to show the TOTAL
N+1 N+2 N+3 duration of the impact (see point 1.6)
2014 2015 2016 2017 2018 2019 2020
HEADING 5
of the multiannual
financial framework
Human resources 1.965 1.310 1.310 1.310 1.310 1.310 1.310 9.825
Other _adminisirative 0.150 0.100 0100 0.100 0.100 0.100 0.100 0.750
expenditure
Subtotal HEADING 5
of the multiannual 2115 1.410 1.410 1.410 1.410 1.410 1.410 10.575
financial framework
Outside HEADING 5% of
the multiannual financial
framework N/A N/A N/A N/A N/A N/A N/A N/A
Human resources N/A N/A N/A N/A N/A N/A N/A N/A
Other expenditure
of an administrative N/A N/A N/A N/A N/A N/A N/A N/A
nature
Subtotal
outside HEADING 5
& e r el N/A N/A N/A N/A N/A N/A N/A N/A
financial framework
TOTAL 2115 1.410 1.410 1.410 1.410 1.410 1.410 10.575

The human resources appropriations required will be met by appropriations from the DG that
are dready assigned to management of the action and/or have been redeployed within the DG,
together if necessary with any additional allocation which may be granted to the managing

DG under the annual allocation procedure and in the light of budgetary constraints.

% Year N isthe year in which implementation of the proposal/initiative starts.

® Technical and/or administrative assistance and expenditure in support of the implementation of EU
programmes and/or actions (former "BA" lines), indirect research, direct research.
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3.2.4.  Compatibility with the current multiannual financial framework

— [ Proposal/initiative is compatible the current multiannual financial framework.

— [ Proposal/initiative will entail reprogramming of the relevant heading in the

multiannual financial framework.

Explain what reprogramming is required, specifying the budget lines concerned and

the corresponding amounts.

— [ Proposal/initiative requires application of the flexibility instrument or revision

of the multiannual financial framework*.

Explain what is required, specifying the headings and budget lines concerned and the
corresponding amounts.

3.25. Third-party contributions

— The proposal/initiative does not provide for co-financing by third parties.

— The proposal/initiative provides for the co-financing estimated below:

Appropriationsin EUR million (to 3 decimal places)

Enter as many years as
Year Y ear Year Year necessary to show the Total
N N+1 N+2 N+3 | duration of the impact (see
point 1.6)
Specify  the co-
financing body
TOTAL
appropriations
cofinanced
2 See points 19 and 24 of the Interinstitutional Agreement (for the period 2007-2013).
EN 110 EN
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