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COMMISSION DELEGATED REGULATION (EU) No 604/2014
of 4 March 2014

supplementing Directive 2013/36/EU of the European Parliament

and of the Council with regard to regulatory technical standards

with respect to qualitative and appropriate quantitative criteria to

identify categories of staff whose professional activities have a
material impact on an institution's risk profile

(Text with EEA relevance)

Article 1

Subject matter and scope

This Regulation establishes regulatory technical standards with respect
to qualitative and appropriate quantitative criteria to identify categories
of staff whose professional activities have a material impact on an
institution's risk profile, as referred to in Article 92(2) of Directive
2013/36/EU, at group, parent company and subsidiary levels,
including institutions established in offshore financial centres.

Article 2

Application of the criteria

Without prejudice to the obligation imposed on the competent authority
to ensure that institutions comply with the principles set out in Articles
92, 93 and 94 of Directive 2013/36/EU for all categories of staff whose
professional activities have a material impact on an institution's risk
profile pursuant to Article 92(2) of that Directive, staff who meet any
of the qualitative criteria set out in Article 3 of this Regulation or any of
the quantitative criteria in Article 4 of this Regulation shall be identified
as having a material impact on an institution's risk profile.

Article 3

Qualitative criteria

Staff shall be deemed to have a material impact on an institution's risk
profile where any of the following qualitative criteria are met:

(1) the staff member is a member of the management body in its
management function;

(2) the staff member is a member of the management body in its
supervisory function;

(3) the staff member is a member of the senior management;

(4) the staff member is responsible and accountable to the
management body for the activities of the independent risk
management function, compliance function or internal audit
function;
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)

(6)

(7

®)

©)

(10)

(11

(12)

the staff member has overall responsibility for risk management
within a business unit as defined in Article 142(1)(3) of Regulation
(EU) No 575/2013 which has had internal capital distributed to it
in accordance with Article 73 of Directive 2013/36/EU that
represents at least 2 % of the internal capital of the institution (a
‘material business unit’);

the staff member heads a material business unit;

the staff member has managerial responsibility in one of the
functions referred to in point (4) or in a material business unit
and reports directly to a staff member identified pursuant to
point (4) or (5);

the staff member has managerial responsibility in a material
business unit and reports directly to the staff member who heads
that unit;

the staff member heads a function responsible for legal affairs,
finance including taxation and budgeting, human resources, re-
muneration policy, information technology, or economic analysis;

the staff member is responsible for, or is a member of, a committee
responsible for the management of a risk category provided for in
Articles 79 to 87 of Directive 2013/36/EU other than credit risk
and market risk;

with regard to credit risk exposures of a nominal amount per
transaction which represents 0.5 % of the institution's Common
Equity Tier 1 capital and is at least EUR 5 million, the staff
member:

(a) is responsible for initiating credit proposals, or structuring
credit products, which can result in such credit risk exposures;
or

(b) has authority to take, approve or veto a decision on such credit
risk exposures; or

(c) is a member of a committee which has authority to take the
decisions referred to in point (a) or (b);

in relation to an institution to which the derogation for small
trading book business provided for in Article 94 of Regulation
(EU) No 575/2013 does not apply, the staff member:

(a) has authority to take, approve or veto a decision on trans-
actions on the trading book which in aggregate meet one of
the following thresholds:

(i) where the standardised approach is used, an own funds
requirement for market risks which represents 0.5 % or
more of the institution's Common Equity Tier 1 capital; or

(i) where an internal model-based approach is approved for
regulatory purposes, 5% or more of the institution's
internal value-at-risk limit for trading book exposures at
a 99th percentile (one-tailed confidence interval); or

(b) is a member of a committee which has authority to take
decisions set out in point (a);



02014R0604 — EN — 02.06.2016 — 001.002 — 4

(13) the staff member has managerial responsibility for a group of staff
members who have individual authorities to commit the institution
to transactions and either of the following conditions is met:

(a) the sum of those authorities equals or exceeds a threshold set
out in point 11(a), point 11(b) or point 12(a)(i);

(b) where an internal model-based approach is approved for regu-
latory purposes those authorities amount to 5 % or more of the
institution's internal value-at-risk limit for trading book
exposures at a 99th percentile (one-tailed confidence interval).
Where the institution does not calculate a value-at-risk at the
level of that staff member the value-at-risk limits of staff under
the management of this staff member shall be added up;

(14) with regard to decisions to approve or veto the introduction of new
products, the staff member:

(a) has the authority to take such decisions; or

(b) is a member of a committee which has authority to take such
decisions;

(15) the staff member has managerial responsibility for a staff member
who meets one of the criteria set out in points (1) to (14).

Article 4

Quantitative criteria

1. Subject to paragraphs 2 to 5, staff shall be deemed to have a
material impact on an institution's risk profile where any of the
following quantitative criteria are met:

(a) the staff member has been awarded total remuneration of EUR
500 000 or more in the preceding financial year;

(b) the staff member is within the 0.3 % of the number of staff, rounded
up to the next integer, who have been awarded the highest total
remuneration in the preceding financial year;

(c) the staff member was in the preceding financial year awarded total
remuneration that is equal to or greater than the lowest total re-
muneration awarded in that financial year to a member of senior
management or to a member of staff who meets any of the criteria
in points (1), (5), (6), (8), (11), (12), (13) or (14) of Article 3.

2. A criterion set out in paragraph 1 shall not be deemed to be met
where the institution determines that the professional activities of the
staff member do not have a material impact on the institution's risk
profile because the staff member, or the category of staff to which
the staff member belongs:

(a) only carries out professional activities and has authorities in a
business unit which is not a material business unit; or
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(b) has no material impact on the risk profile of a material business unit
through the professional activities carried out.

3. The condition set out in point (b) of paragraph 2 shall be assessed
on the basis of objective criteria which take into account all relevant
risk and performance indicators used by the institution to identify,
manage and monitor risks in accordance with Article 74 of Directive
2013/36/EU and on the basis of the duties and authorities of the staff
member or category of staff and their impact on the institution's risk
profile when compared with the impact of the professional activities of
staff members identified by the criteria set out in Article 3 of this
Regulation.

4. An institution shall notify the competent authority responsible for
its prudential supervision of the application of paragraph 2 in relation to
the criterion in point (a) of paragraph 1. The notification shall set out
the basis on which the institution has determined that the staff member
concerned, or the category of staff to which the staff member belongs,
meets one of the conditions laid down in paragraph 2 and shall, if
applicable, include the assessment carried out by the institution
pursuant to paragraph 3.

5. The application of paragraph 2 by an institution in respect of a
staff member who was awarded total remuneration of EUR 750 000 or
more in the preceding financial year, or in relation to the criterion in
point (b) of paragraph 1, shall be subject to the prior approval of the
competent authority responsible for prudential supervision of that insti-
tution.

The competent authority shall only give its prior approval where the
institution can demonstrate that one of the conditions set out in
paragraph 2 is satisfied, having regard, in respect of the condition in
point (b) of paragraph 2, to the assessment criteria set out in
paragraph 3.

Where the staff member was awarded total remuneration of EUR
1 000 000 or more in the preceding financial year the competent
authority shall only give its prior approval in exceptional circumstances.
In order to ensure the consistent application of this Article the
competent authority shall inform the European Banking Authority
before giving its approval in respect of such a staff member.

Article 5

Calculation of remuneration awarded

1. For the purposes of this Regulation, remuneration which has been
awarded but has not yet been paid shall be valued as at the date of the
award without taking into account the application of the discount rate
referred to in Article 94(1)(g)(iii) of Directive 2013/36/EU or reductions
in payouts, whether through clawback, malus, or otherwise. All amounts
shall be calculated gross and on a full-time equivalent basis.
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2. For the purpose of the application of points (b) and (c) of
Article 4(1), the remuneration awarded may be considered separately
for each Member State and third country where the institution has an
establishment and staff shall be assigned to the country where they carry
on the predominant part of their activities.

Article 6
Entry into force

This Regulation shall enter into force on the twentieth day following
that of its publication in the Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in
all Member States.
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