Abstract

Basel III: Policy setting
for capital requirements (CRD IV)

Employing an Avantage Reply
subject matter expert with project
and process management skills
helped a Dutch international bank to
understand and implement the new
CRDIV capital requirements.

The client
A leading Dutch Commercial bank, which services Retail, Private and Commercial
banking customers in the Netherlands and across the globe.
Internationally active in niche areas such as ECT and Clearing, and with a strong
focus on Private Banking activities in the Netherlands, Europe and Asia.

The challenge
The European Union is currently working on a broad range of regulatory measures
aimed to bring more stability and transparency to the European financial sector.
A large part of those measures are included in CRD IV (the Capital Requirements
Directive part IV). The introduction of Basel III into European regulation is expected
to translate the current Basel II capital ratios into higher required Basel III capital
ratios as of 2013. Under the new rules, capital requirements are expected to increase
and additional capital deductions and prudential filters are to be introduced. The
CRD IV draft stipulates that the new rules must be implemented using a phased
approach.

Approach and solution
The Accounting Policies department (within the Finance function of the bank)
asked for advice regarding the creation of a policy relating to the capital treatment
under new European regulation. Expertise was available in house, but fragmented
throughout the organisation, meaning that there was no coherent approach and no
over-arching policy.

During the assignment the following activities were completed:
Regulation was reviewed and analysed
Related policies were also reviewed to avoid overlap or gaps
The scope was clearly defined
Workshops were held with experts from ALM, Finance, Accounting Policies,
Reporting, Tax and Risk to discuss interpretation of the regulation
Key findings were documented
Final approval was sought from the most Senior Finance committees (CFO level)
The approved internal knowledge database was published and the policy was
embedded throughout the organisation
Senior stakeholders were closely managed throughout the process

Not only was Avantage Reply asked to provide subject matter expertise on the capital
requirements and treatment in the new regulation, an important task was also to
collect, coordinate and combine the in-house available, but fragmented, knowledge
on CRD IV, IFRS and Tax matters.

Results and benefits
The most notable result was the delivery of the “Elements of Own Funds Policy”.
In addition, the whole process helped to foster better communication between key
stakeholders within the organisation and this then led to a centre of expertise being
built within the Finance function.

Avantage Reply, part of the Reply Group, is specialised in Financial Services with a focus
on Risk, Treasury and Capital and Financial Performance Management. With offices
in Amsterdam, Brussels, Edinburgh, Frankfurt, Hamburg, London (head office), Luxembourg,
Milan, Munich and Rome, Avantage Reply counts some of the world’s most significant financial
groups among its clients, including well-known and respected organisations in the Banking,
Insurance, Investment Management and Services, and Post Trading Services sectors.
The firm’s delivery capabilities cover advisory services (Risk/Finance/Treasury Subject Matter
Expertise), Program and Project Management, Business, Functional, and Data Analysis.
For further information: www.frm.reply.eu
Reply [MTA, STAR: REY] specialises in the design and implementation of solutions based
on new communication channels and digital media. Through its network of specialist
companies, Reply supports some of Europe’s leading industrial groups in Telco & Media,
Industry & Services, Banks & Insurance, and Public Administration to define and develop
business models, suited to the new paradigms of Big Data, Cloud Computing, Digital Media
and the Internet of Things. Reply services include consulting, system integration and
application management.
For further information: www.reply.eu

