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A public notice announcing

PROVISION OF A GENERAL NATURE,

repealing selected provisions of a general nature

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:

I. The CNB’s provision of a general nature on exposures collateralised by immovable property of 22
July 2021, ref. no.: 2021/074185/CNB/560, is repealed.

I1. The CNB’s provision of a general nature on retail exposures collateralised by immovable property
of 22 July 2021, ref. no: 2021/074200/CNB/560, is repealed.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 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”).

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. The first repealed provision of a general nature allows for the tightening of risk weights or eligibility criteria
for exposures collateralised by immovable property located in the Czech Republic for credit institutions that use the
standardised approach for the calculation of the capital requirement for credit risk, based on an assessment of the loss
data on exposures collateralised by immovable property reported to the supervisory authority pursuant to Article
430a of the Regulation, future trends in immovable properties and other relevant indicators, as appropriate, in
particular with regard to financial stability. This power was originally set out in Article 124(2) of the Regulation. The
amendment made by Regulation (EU) 2024/1623 of the European Parliament and of the Council of 31 May 2024
moved the power to Article 124(9), while at the same time extending the power for the supervisory authority as
a result of the increased complexity of the rules effective as of 1 January 2025. In addition to tightening the eligibility
requirements and increasing the risk weight or reducing the portion of an exposure deemed to be collateralised, the
new regulation also allows for an increase in the risk weight set for the exposure-to-value bands (ETV) for a new
sub-category of income-producing collateralised immovable property exposures or a reduction in the ETV
percentages.



4. The second repealed provision of a general nature allows for institutions using an internal rating-based
approach to calculate the capital requirement for credit risk using their own estimates of loss-given-default (LGD)
values, to increase the minimum LGD thresholds for retail exposures secured by residential or commercial
immovable property located in the Czech Republic, based on the realised loss data reported pursuant to Article 430a
of the Regulation and any other relevant indicators, as well as taking into account future trends on the immovable
property market and financial stability considerations. The substantive scope of the possible tightening in the
discretion in Article 164 remains unchanged after the amendment of the Regulation.

5. None of the aforementioned powers contained in the repealed provisions of a general nature have yet been
exercised, so the two framework provisions of a general nature on Article 124(2) and Article 164(6) of the Regulation
are repealed. Even if the discretion is not currently being exercised, the possibility of tightening the conditions
remains anchored in Articles 124(9) and 164(6) of the Regulation, which allow for a possible increase in the coverage
of these types of exposures by capital requirements at any time in the future, if the Czech National Bank deems it
necessary.

6. 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.

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

Effect

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

imprint of official stamp

Ing. Jan Prochdzka doc. JUDr. PhDr. Vojtéch Belling, Ph.D.
Member of the Bank Board Executive Director, Financial Regulation and
International Cooperation Department

electronically signed electronically signed



