Flowchart 1

Annexure 3

Calculate sum of relevant aggregate exposure amount which is the
credit concentration risk exposure to a single counterparty as follows:

The sum of all relevant on-balance-sheet and off-balance-sheet credit
exposures, including transactions in instruments that give rise to
counterparty credit risk, envisaged in these Regulations, included in
either its banking book or trading book as required in regulation 24(6)(c)
and 24(6)(e) of the Regulations.

The relevant aggregate exposure amount must be calculated:

1) after taking into consideration any relevant CCF subject to a
CCF floor of 10%; and

2) after taking into consideration any specific credit impairment
raised against the exposure;

3) but before taking into consideration any eligible CRM to
mitigate the bank’s original exposure to a person or counterparty.

Note: Regulation 24(6)(c)(iii) of the Regulations must be considered in
the case of exposures incurred via structures with underlying assets,
such as, for example, exposures to funds, collective undertakings and
securitisation vehicles, whereby banks, branches and controlling
companies must look through the structure to identify the relevant
underlying assets and the counterparty corresponding to each of the
relevant underlying assets in respect of which the relevant exposure
value is equal to or higher than 0.25% of the sum of the qualifying
common equity tier 1 capital and reserve funds and additional tier 1
capital and reserve funds (Tier 1 capital and reserve funds). Refer to
flowchart 2 below for additional considerations.

v

Assess whether the sum of relevant aggregate exposure amount, as
calculated in regulation 24(6)(c) and regulation 24(6)(e) of the
Regulations, to one individual counterparty exceeds 5% of the Tier 1
capital and reserve funds, as specified in specified in regulation 24(7)(a)
of the Regulations, as at the end of the reporting date immediately
preceding the reporting date to which the current form BA 210 relates.

No

A

Not considered a “Large Exposure” from a single counterparty
perspective and would not be reported in the “Large exposure to a
person” reporting rows in forms BA210, BA600 or BA610.

A 4

Assess whether relevant aggregated exposure forms part of the “twenty
largest exposures “based on the 20 largest gross exposures pre-CCF,
pre-specific impairments and pre-CRM to a single counterparty or a
group of connected counterparties regarded as a single counterparty,
and whether it would need to be reported in form BA210 or BAG0O0.

Start
\ 4
Single Identify single counterparty or
counterparty < group of connected >
counterparties
Y

Assess requirements of regulation 24(6)(b) of the Regulations relating to Banks
(Regulations) to determine whether two or more natural or legal persons shall be deemed to
be a group of connected counterparties which shall for the purposes of regulation 24(6) of

the Regulations be regarded as a single counterparty.

Consider both

Assess requirements of regulation
24(6)(b)(ii)(B) of the Regulations in order to
assess whether situation of economic
interdependence or connectedness exists.

24(6)(b)(ii)(A) of the Regulations in order to
determine whether a control relationship or

Assess requirements of regulation

whether connectedness exists.

v

v

Calculate sum of relevant aggregate exposure amount which is the credit concentration risk exposure to a group
of connected counterparties which are regarded as a single counterparty as follows:

The sum of all relevant on-balance-sheet and off-balance-sheet credit exposures, including transactions in
instruments that give rise to counterparty credit risk, envisaged in these Regulations, included in either its
banking book or trading book as required in regulation 24(6)(c) and 24(6)(e) of the Regulations.

An exposure must be considered a “Large Exposure” if the relevant aggregate amount related to the exposure is
equal to or exceeds 10% of the Tier 1 capital
and reserve funds as specified in regulation 24(7)(a) of the Regulations:
1) after taking into consideration any relevant CCF subject to a CCF floor of 10%; and

2) after taking into consideration any specific credit impairment raised against the exposure;

3) but before taking into consideration any eligible CRM to mitigate the bank’s original exposure to a

person or counterparty.

Yes

Stage: Reporting in forms BA210, BA600 or BA610

No

v

Y

“Large Exposure” and would need to be reported in in the “Large
exposure to a person” reporting rows in the form BA210, BA600 or
BAB10.

Note: In terms of section 73(1)(a) of the Banks Act, a bank, controlling
company or branch “shall not make investments with or grant loans or
advances or other credit to any person, to an aggregate amount
exceeding 10 per cent of such amount of its capital and reserves as
may be prescribed, without first having obtained the permission of its
board of directors, or of a committee appointed for such purpose (for
the composition of which committee the prior written approval of the
PA has to be obtained), to make such investments or to grant such
loans, advances or other credit”.

v

Assess whether relevant aggregated exposure forms part of the
“twenty largest exposures” based on the 20 largest gross exposures
pre-CCF, pre-specific impairments and pre-CRM to a single
counterparty or a group of connected counterparties regarded as a
single counterparty, and whether it would need to be reported in form
BA210 or BA600.

v

Not considered “Large exposure”
from a group of connected
counterparties regarded as a
single counterparty perspective
and would not be reported in the
“Large exposure to a person”
reporting rows in forms BA210,
BAG00 or BA610.

A 4

Assess whether relevant
aggregated exposure forms part of
the “twenty largest exposures”
based on the 20 largest gross
exposures pre-CCF, pre-specific
impairments and pre-CRM to a
single counterparty or a group of
connected counterparties
regarded as a single counterparty,
and whether it would need to be
reported in form BA210 or BA600.

Stage: Monitoring and
managing of exposures
against limits

A

The relevant aggregate amount relating to the “Large Exposure”
must be less than or equal to the limits specified in regulation
24(7)(c) of the Regulations after taking into consideration:

1) after taking into consideration any relevant CCF subject to a
CCF floor of 10%; and

2) after taking into consideration any specific credit impairment
raised against the exposure;

3) after taking into consideration any eligible CRM to mitigate the
bank’s original exposure to a person or counterparty in accordance
with regulation 24(6)(d) of the Regulations. Refer to flowchart 3
below for additional considerations.

Stage: Monitoring and
managing of exposures
against limits

Table 1 of Annexure 1 of proposed Directive: Banks, branches and controlling companies are required to monitor and manage

exposures based on the maximum daily limits, and monthly average limits where required, of the relevant Tier 1 capital and reserve
funds base as required in regulation 24(7)(c) of the Regulations, read with regulation 24(6)(c)(iv) of the Regulations.

Stage: Breach of limits

Y

In accordance with regulation 24(6)(g) of
the Regulations, in instances where the
prescribed LEX limit cannot be met,
banks must engage the PA bilaterally to
consider these specific circumstances.

In accordance with regulation 24(7)(b) of the Regulations, when the aggregate amount
of investments, loans, advances and other credit contemplated in section 73(1)(a) of
the Act, exceeds 800 per cent of the respective amounts of capital and reserve funds

specified in regulation 24(7)(a) of the Regulations, the bank, controlling company,
foreign subsidiary of a controlling company, branch or branch of a bank, as the case
may be, shall be subject to such additional capital requirements related to credit
concentration risk as may be directed in writing by the Authority.

Table 2 of Annexure 1 of proposed Directive, read in accordance
with regulation 24(8) of the Regulations: Exposures exempt from
any provision of regulation 24(6) of the Regulations that specifies a limit
or capital requirement in relation to the aggregate amount of the bank
or controlling company’s credit exposure to that person.

Note: Provided that when an exposure to a person or an entity that is
exempted from a provision of regulation 24(6) of the Regulations, but
which is hedged by a credit derivative instrument issued by a person or
an entity that is not exempted from that provision of sub-regulation (6),
the bank, branch and controlling company shall include that exposure
to that counterparty providing the credit protection in accordance with
the relevant requirements specified in sub-regulation (6),
notwithstanding the fact that the original exposure may be an exposure
exempted from a requirement specified in sub-regulation (6).




Flowchart 2

Exposures to the underlying assets

Is the fund, collective undertaking or securitisation
vehicle granular according to the defined threshold in
Regulation 24(6)(c)(iii) of the Regulations?
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Flowchart 3

Eligible CRM considerations when calculating relevant adjusted exposure post-CCF and post-specific credit impairments (Related to paragraph 8 of proposed Directive)

Annexure 3

A bank, branch or controlling company that obtained eligible CRM, such as, for
example, eligible financial collateral or unfunded credit protection in the form of
guarantees or credit derivative instruments, as envisaged in regulation 23(9) of
the Regulations, must elect whether to take that eligible CRM into
consideration when it calculates the relevant adjusted exposure post-CCF and
post-specific credit impairments to that counterparty.

Note: Please take note of the provisos included for regulation 24(6)(d) of the

Regulations.

If bank elects to take eligible CRM into
consideration to a counterparty.

A

The bank or controlling company must
reduce the relevant adjusted exposure value,
post-CCF and post-specific credit
impairments, of the counterparty in respect of
which eligible credit protection was obtained
and the bank must concurrently account
for the subsequent and related exposure to

If a bank does not elect to take eligible
CRM into consideration.

A 4

The bank must not reduce the relevant
exposure value of the counterparty in respect
of which eligible credit protection was
obtained, and the bank must account and
report for the subsequent and related
exposure to the provider of the eligible CRM,
provided that the exposure is a LEX and/or
forms part of the 20 largest exposures.

the provider of the eligible CRM.

Does exposure meet
the requirements as
being considered a

LEX?

Is exposure an exempt
exposure as per regulation
24(8) of the Regulations?

Yes,

Does exposure
form part of 20
largest exposures
based on gross
exposure pre-CCF,
pre-specific credit
impairments and
pre-CRM?

Does exposure
form part of 20
largest exposures
based on gross
exposure pre-CCF,
pre-specific credit
impairments and
pre-CRM?

Yes

No

Yes No

Is exposure an exempt
exposure as per regulation
24(8) of the Regulations?

Yes

Y

Bank must still assess flowchart 1
requirements for the relevant exposure value
of the counterparty in respect of which eligible
credit protection was obtained, and the
subsequent and related exposure to the
provider of the eligible CRM.

Note: Provided that when an exposure to a
person or an entity that is exempted from a
provision of regulation 24(6) of the
Regulations, but which is hedged by a credit
derivative instrument issued by a person or an
entity that is not exempted from that provision
of sub-regulation (6), the bank, branch and
controlling company shall include that
exposure to that counterparty providing the
credit protection in accordance with the
relevant requirements specified in sub-
regulation (6), notwithstanding the fact that
the original exposure may be an exposure
exempted from a requirement specified in
sub-reaulation (6).

Does exposure
form part of 20
largest exposures
based on gross
exposure pre-CCF,
pre-specific credit
impairments and
pre-CRM?

Does exposure
form part of 20
largest exposures
based on gross
exposure pre-CCF,
pre-specific credit
impairments and
pre-CRM?

No Yes

No

The bank must
account for the
subsequent and
related exposure
to the provider of
the eligible

The bank must
account for the
subsequent and
related exposure to
the provider of the
eligible CRM for large
exposures to a person
CRM. reporting purposes

only.

The bank must
account for the
subsequent and
related exposure
to the provider of
the eligible CRM.

The bank must
account for the
subsequent and
related exposure to
the provider of the
eligible CRM for large
exposures to a person
reporting purposes

Yes J
The bank must
account for the
subsequent and
related exposure to
the provider of the
eligible CRM for the
purposes of 20 largest
exposure reporting
only. only.

The bank must
account for the
subsequent and
related exposure to the
provider of the eligible
CRM for the purposes
of 20 largest exposure
reporting only.

The requirements
of regulation
24(6)(d) of the
Regulations would
not be applicable to
the exposures from
the provider of the
eligible CRM.

The requirements
of regulation
24(6)(d) of the
Regulations would
not be applicable to
the exposures from
the provider of the
eligible CRM.

Proviso for exempt exposures

Note for exempt exposures as per regulation 24(8) of the Regulations:

Note for exposures exempt from provision of regulation 24(6) of the Regulations in accordance with Table 2 of Annexure 1

of proposed Directive, read in accordance with regulation 24(8) of the Regulations:

Provided that when an exposure to a person or an entity that is exempted from a provision of regulation 24(6) of the Regulations, but
which is hedged by a credit derivative instrument issued by a person or an entity that is not exempted from that provision of sub-
regulation (6), the bank, branch and controlling company shall include that exposure to that counterparty providing the credit
protection in accordance with the relevant requirements specified in sub-regulation (6), notwithstanding the fact that the original

exposure may be an exposure exempted from a requirement specified in sub-regulation (6).




