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A public notice announcing

PROVISION OF A GENERAL NATURE,

on exemptions from large exposure limits

of 20 January 2025

Pursuant to Section 20d(1) of Act No. 21/1992 Coll., on Banks, as amended by Act No. 135/2014 Coll. and
Act No. 338/2020 Coll., (hereinafter the “Act on Banks™) and Section 9a(1) of Act No. 87/1995 Coll., on Credit
Unions and Certain Related Measures and on Supplementing Act of the Czech National Council No. 586/1992 Coll.,
on Income Taxes, as amended, Act No. 135/2014 Coll. and Act No. 338/2020 Coll., (hereinafter the “Act on Credit
Unions”) the Czech National Bank, as the competent administrative authority, issues this provision of a general nature
on Article 400(2) of Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013
on prudential requirements for credit institutions and amending Regulation (EU) No 648/2012, as amended,
(hereinafter the “Regulation”):

I. Abankand credit union (hereinafter an “Obliged Person”) will also exempt from the scope of Article
395(1) of the Regulation

an exposure in covered bonds pursuant to Article 129 of the Regulation, up to 75% of the value of that
exposure, without prejudice to the effects pursuant to subpara. (b)(1) and (2),

an exposure to

1.

a person domiciled in the Czech Republic that controls an Obliged Person and is a credit institution
pursuant to Article 4(1)(1) of the Regulation or a person pursuant to Article 11(2)(a) to (c) of the
Regulation;

a person that is controlled by an Obliged Person and is included in prudential consolidation or
included in prudential consolidation by a person pursuant to Article 11(2)(a) to (c) of the Regulation
and supervised by the Czech National Bank;

a person that is a credit institution pursuant to Article 4(1)(1) of the Regulation or an investment
firm pursuant to Article 4(1)(2) of the Regulation and is subject to supervision on a consolidated
basis together with the Obliged Person pursuant to this Regulation, Directive 2002/87/EC of the
European Parliament and of the Council or similar legal regulation applicable in a country that is
not a Member State, up to 50% of the value of the exposure, without prejudice to the effects of
subpara. (a)(1) and (2);

an off-balance sheet item in the form of a documentary letter of credit classified in bucket 4 and an off-
balance sheet undrawn credit facility with an original maturity of up to 1 year inclusive, classified in
bucket 3 pursuant to Annex | to the Regulation, up to 50% of their value; without prejudice to the effects
of subpara. (b)(1) and (2).

I1. The CNB’s provision of a general nature on exemptions from large exposure limits of 22 July 2021,
ref. no.: 2021/074172/CNB/560, is repealed.

Justification

1. Pursuant to Section 20d(1) of the Act on Banks and Section 9a(1) of the Act on Credit Unions, the Czech
National Bank may issue a provision of a general nature based on and within the limits of the directly applicable



European Union regulation governing prudential requirements where such directly applicable regulation enables the
competent authority to grant an exemption from or modify the application of specified rules to banks or a group of
generically designated banks or credit unions or a group of generically designated credit unions. The directly
applicable European Union regulation governing prudential requirements is the Regulation.

2. In accordance with the statutory authorisation, the Czech National Bank exercises the power to regulate the
application of the set rules based on and within the limits set by the Regulation.

3. Article 400(2) of the Regulation allows supervisory authorities to exempt certain exposures in whole or in
part from the limits for large exposures. Article 400(2) of Regulation (EU) 2024/1623 of the European Parliament
and of the Council modifies the definition of discretion in subpara. (a) for covered bonds and in subpara. (i) for
selected off-balance sheet items. The change to the text of the Regulation allowing full or partial exemption of
exposures to covered bonds is of a formal nature, as the discretion now refers to the whole of Article 129 of the
Regulation, instead of individual paragraphs of Article 129. The amendments to the Regulation concerning the
possibility to exclude selected off-balance sheet items are also formal, not substantive. They reflect amendments to
Annex | to the Regulation, where the existing classification of off-balance sheet items by risk level (low, medium
low, medium and high) is replaced by a classification into 5 buckets that reflect the likelihood of an item being
converted into a balance sheet exposure, i.e. it is still a representation of risk from the institution’s perspective, but
the new classification is more detailed.

4. By this provision of a general nature, the Czech National Bank is applying the exemptions under Article
400(2)(a), (c) and (i) of the Regulation in accordance with Article 400(2) of the Regulation, pursuant to which the
competent authorities may exempt, under the conditions set out in Article 400(3) of the Regulation, selected
categories of exposures from the application of Article 395(1) of the Regulation, and therefore from the application
of the limit on the size of institutions’ exposures to which Part Four of the Regulation, selected exposure categories,
applies, in whole or in part.

5. The conditions pursuant to Article 400(3) regarding the specific nature of an exposure, the counterparty or
the relationship between the institution and the counterparty that eliminate or reduce the risk of an exposure and the
treatment of any residual concentration risk are met, as only those exposures under Article 400(2) of the Regulation
that are to counterparties and items with lower credit risk or to counterparties included in supervision on a
consolidated basis are exempted from the scope of Article 395(1) of the Regulation. Pursuant to Article 31 of Decree
No 163/2014 Coll., an institution is obliged to manage concentration risk on a continuous basis, regardless of whether
or not the exposures are exempted from the scope of Article 395(1) of the Regulation.

6. This provision of a general nature maintains the use of the aforementioned power of the Czech National
Bank in its current scope (pursuant to provision of a general nature on exemptions from large exposure limits of 22
July 2021), i.e. the exemption of 75% of the value of exposures in covered bonds pursuant to Article 129 of the
Regulation and 50% of the value of off-balance sheet documentary letters of credit classified in bucket 4 and off-
balance sheet undrawn credit facilities with original maturity up to and including 1 year classified in bucket 3 under
Annex I of the Regulation. This will preserve the continuity of the Czech National Bank’s approach. The provision
of a general nature issued also modifies the exemption for exposures to persons in the group pursuant to Article
400(2)(c) of the Regulation, which is not affected by Regulation (EU) 2024/1623; the text of the provision of a
general nature therefore remains unchanged for these exemptions.

7. In view of the above, it is proposed to repeal the provision of a general nature for exemptions from large
exposure limits of 22 July 2021 (ref. no.: 2021/074172/CNB/560), and replace it with this provision of a general
nature.

8. The draft of this provision of a general nature was displayed on 16 December 2024 and removed on 17
January 2025. No comments were made on the draft.

9. No appeal lies against a provision of a general nature.



Effect

This provision of a general nature shall take effect on 20 January 2025.
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