OFFICIAL INFORMATION

OF THE CZECH NATIONAL BANK
of 18 July 2007

regarding the prudential rules for banks, credit unions and investment firms

Recognised Standards

The Czech National Bank hereby provides the following information with regard to

Article 9 of Decree No. 123/2007 Coll., stipulating the prudential rules for banks, credit
unions and investment firms (hereinafter the "Decree"):

I. General requirements for recognised standards

1.

Recognised standards (Article 9, 2 of the Decree) are used:

a) by banks or credit unions when implementing regulatory requirements (Article 9, 4 of
the Decree) laid down for banks or credit unions (hereinafter referred to as "liable
entities");

b) by auditors or auditing companies when externally testing a liable entity’s governance
(Part 3 Heading II of the Decree).

The Czech National Bank deems to be recognised standards, in particular, outputs that
correspond to the following requirements for the standard issuer, the preparation process,
means of publication and updating of the standard:

a) they are published by a stable and renowned entity;

b) before publication they are subjected to public comment in a manner ensuring that
both the regulated entities (liable entities) and the Czech National Bank, expending a
reasonable effort, have the possibility of engaging in the process of preparing the
standards, either directly or via their associations or other professional groupings;

c) they are ordinarily (non-commercially, free of charge) and publicly (directly)
accessible, e.g. on websites;

d) they are already universally (widely) used in the financial sector or will be usable in
the near future (e.g. standards for new financial market products or standards for new
areas of business in the financial market or its regulation);

e) the issuer guarantees to review the published standard on a regular basis and does so
and, if practical or necessary, ensures that the standard is updated.

I1. Selected issuers of recognised standards

1.

The general requirements for recognised standards (Section I) are satisfied principally by
what are known as "European standards", specifically the outputs of the three "level 3"
committees (3L3). The Czech National Bank is a regular member of these three
committees, is a co-author and co-signatory of 3L3 standards and has undertaken to
implement them in the Czech Republic. The three committees are:

a) The Committee of European Banking Supervisors (CEBS),

b) The Committee of European Securities Regulators (CESR),

¢) The Committee of European Insurance and Occupational Pensions Supervisors

(CEIOPS).



2. In addition, the outputs of the following internationally recognised entities in the field of
the financial markets regulation and supervision meet the general requirements for
recognised standards:

a) Joint Forum (JF),

b) Basel Committee on Banking Supervision (BCBS),

c¢) International Organisation of Securities Commissions (IOSCO),

d) International Association of Insurance Supervisors (IAIS),

unless a particular provision of a standard conflicts with the requirements of Czech legal
regulations or with Official Information issued by the Czech National Bank'.

3. Furthermore, the standards of the International Accounting Standards Board (IASB), or
the International Financial Reporting Standards (IFRS), as modified by European
Community law?, also meet the general requirements for recognised standards, unless a
particular provision of a standard conflicts with the requirements of Czech legal
regulations or with Official Information issued by the Czech National Bank.

4. As far as other potential recognised standards are concerned, if the general requirements,
including compliance with the requirements of legal regulations, are met, the following
outputs may also constitute recognised standards:

a) outputs of globally recognised standard setters for specific areas relevant to doing
business on financial markets, e.g. Global Association of Risk Professionals (GARP),
International Swaps and Derivatives Association (ISDA), International Capital Market
Association (ICMA), Organisation for Economic Co-operation and Development
(OECD), The Financial Action Task Force (FATF), Committee of Sponsoring
Organizations of the Treadway Commission (COSO), The Institute of Internal
Auditors (ITA), Information Systems Audit and Control Foundation (ISACF);

b) outputs of nationally recognised standard setters for specific areas relevant to doing
business on the financial market of the Czech Republic, e.g. professional unions and
associations operating within the Czech Republic.

5. A more detailed list of selected issuers of recognised standards, including their internet
addresses, is given in Annex 1 to this Official Information.

. Selected recognised standards

1. The Decree’s requirements for the application of recognised standards within the meaning
of Article 9 of the Decree are met, in particular, by the standards specified in Annex 2.

2. Liable entities may also opt to use a benchmark issued by the Czech National Bank
(Article 9, 3, b) of the Decree) as a recognised standard.

IV. Publication of lists of recognised standards

1. The Czech National Bank publishes lists of selected issuers and selected recognised
standards within the meaning of Article 9 of the Decree on its website www.cnb.cz. Such

! Article 49b (6) of Act No. 6/1993 Coll., on the Czech National Bank, as amended by of Act No. 60/1993 Coll.,
Act No. 15/1998 Coll., Act No. 442/2000 Coll., finding of the Constitutional Court promulgated under no.
278/2001 Coll., Act No. 482/2001 Coll., Act No. 127/2002 Coll. Act No. 257/2004 Coll., Act No. 377/2005
Coll., Act No. 57/2006 Coll., Act No. 62/2006 Coll. and Act No. 230/2006 Coll.

? Article 2 of Regulation (EC) No. 1606/2002 of the European Parliament and of the Council of 19 July 2002, on
the application of international accounting standards.


http://www.cnb.cz

list includes the date on which it started to apply and the date on which the previous list
ceased to apply.

. The Czech National Bank assesses the up-to-dateness and completeness of the list and
updates it if necessary at least once a year. If it updates the list, the Czech National Bank
makes allowance for the need for a reasonable transitional period before the updated list
takes effect.
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Annex 1

List of selected issuers of recognised standards no. 1 of 18 July 2007

1) Selected European issuers of recognised standards for financial markets:
a) The Committee of European Banking Supervisors (CEBS)
b) The Committee of European Securities Regulators (CESR)
¢) The Committee of European Insurance and Occupational Pensions Supervisors (CEIOPS)

2) Selected global issuers of recognised standards for financial markets:
a) Joint Forum (JF)
b) Basel Committee on Banking Supervision (BCBS)
¢) International Organisation of Securities Commissions (IOSCO)
d) International Association of Insurance Supervisors (IAIS)

This list is applicable from 18 July 2007

http://www.c-ebs.org/
http://www.cesr-eu.org/
http://www.ceiops.org/

http://www.bis.org/bcbs/jointforum.htm
http://www.bis.org/bcbs/
http://www.i0sco.org/
http://www.iaisweb.org/



http://www.iaisweb.org/

Annex 2
List of selected recognised standards no. 1 of 18 July 2007

1) Directly applicable recognised standards:
a) CEBS Standards and Guidelines http://www.c-ebs.org/standards.htm
b) CESR Standards, Recommendations & Guidelines http://www.cesr-eu.org/index.php?page=sections&mac=0&id=
¢) CEIOPS Standards, Guidelines and Recommendations  http://www.ceiops.org/content/view/18/22

2) Directly applicable recognised standards, unless a particular provision of a standard conflicts with the requirements of Czech legal
regulations or with Official Information issued by the Czech National Bank:

a) JF Publications http://www.bis.org/bcbs/jointforum.htm

b) BCBS Publications http://www.bis.org/bcbs/index.htm

¢) IOSCO Library http://www.iosco.org/library/

d) TAIS Principles, Standards and Guidance http://www.iaisweb.org/index.cfm?pagelD=37

This list is applicable from 18 July 2007.


http://www.c-ebs.org/standards.htm
http://www.cesr-eu.org/index.php?page=sections&mac=0&id
http://www.iaisweb.org/index.cfm?pageID=37

