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Foreword

The managementbodyof a creditinstitution mustbe suitable in order to carry outits
responsibilities and be composed in such a waythat contributes to the effective
managementofthe creditinstitution and balanced decision-making. This will hawe an
impactnotonly on the safety and soundness ofthe institutionitselfbutalso on the
wider banking sector, as itwill reinforce the trust of the public at large in those who
manage the financial sector ofthe euro area.

Since 4 November 2014 the ECB has been responsible for taking decisions on the
appointmentofall members ofthe managementbodies ofthe significantcredit
institutions thatfall under its directsupervision. The Guide to banking supervision,
published bythe ECB in November 2014, touches brieflyupon suitability
assessments. The objective of this Guide to fit and properassessments is to explain
in greater detail the policies, practices and processes applied bythe ECB when
assessing the suitabilityofmembers of the managementbodies of significant credit
institutions.

The policies, practices and processes described in this Guide mayhave to be
adapted over time. It is meantto be a practical tool that will be updated regularlyto
reflect new developments and experiencethatis gained in practice.

The Guide aims to describe and make public the supervisorypolicies, processes and
practices followed bythe ECB when conducting fitand proper assessments. With
these policies, processes and practices, the ECB aims to ensure the maximum
consistencyallowed bythe legal frameworks applicable within the Single
SupervisoryMechanism (SSM). Such consistentapplicationaimsto achieve
common supervisorypractices. This Guide is not, however, a legallybinding
documentand cannotin any way substitute the relevantlegal requirements
stemming either from applicable EU law or applicable national law, nor does it
introduce new rules orrequirements.

To the extent possible, the Guide follows the terminologyusedinthe CRD IV and the
JointESMA and EBA Guidelines on suitabilityand the EBA Guidelines oninternal
governance . For example, the term “managementbody” applies to the bodies in all
governance structures that perform managementor supenvisoryfunctions.

The Guide does notadvocate any particular governance structure and is intended to
embrace all existing structures.

1 The Joint ESMA and EBA Guidelines on the assessment of the suitability of members of the

management body and key function holders under Directive 2013/36/EU and Directive 2014/65/EU
(EBA/GL/2017/12); and the EBA Guidelines on internal governance (EBA/GL/2017/11).
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Scope of the ECB’s fit and proper
assessments

This Guide covers fit and properassessments of members ofthe managementbody;,
both in theirmanagementfunction (executives) and supervisoryfunction (non-
executives) of all institutions underthe direct supervision ofthe ECB (significant
institutions — Sls), whether creditinstitutions or (mixed) financial holding companiesz,
and in the case of licensing or qualifying holdings also of less significantinstitutions
(LSIs).On the basis of Article 6(4) of the SSM Regulation, responsibility for regular
appointments in LSIs (i.e. outside the contextof licensing or qualifying holdings) lies
with the national competentauthorities (NCAs).

2 For holding companies, see Article 121 of the CRD IV.
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2.1

2.2

Legal framework

SSM Regulation and SSM Framework Regulation

Fit and propersupervision is one ofthe fields of competence for which the ECB has
exclusive responsibility. Article 4(1)(e) of the SSM Regulation ®makes clear thatfit
and proper assessments should be partofthe ECB’s supervision ofthe overall
governance of creditinstitutions.

The SSM Framework Regulation“elaborates on the fit and proper field of
competence in Articles 93 and 94. The SSM Framework Regulation also imposes
certain directobligations on supervised entities in terms of notifying the NCAs of all
relevant information. Article 93 refers to changes inthe managementbodies, while
Article 94 covers new facts orany otherissueswhich mayimpactupon the ongoing
obligation to have suitable membersin the managementbodies of creditinstitutions.

The ECB takes decisionsregardingthe suitabilityof the members ofthe
managementbodies of significantcreditinstitutions followingfitand proper
assessments. The ECB can use all powers available underthe SSM Regulation to
perform its role. Examples ofthe powers directlyconferred on it by the SSM
Regulation are the collection ofinformation, including throughinterviews, and the
imposition of conditions, obligations or recommendations in fitand proper decisions.

CRD IV and national law

The firstsub-paragraph of Article 4(3) of the SSM Regulation providesthatfor the
purposes of carrying out its supervisorytasks the ECB will applyall relevant Union
law and, where this law is composed of Directives, the national law implementing
those Directives. Suitabilityrequirements are succinctlycovered by Article 91 of the
CRD IV°. The Directive covers the fit and proper standards in substance, without,
however, providing any details on the differentcriteria, and remains silenton the type
of supervisoryprocedure to be followed (e.g.the choice between ex ante supervisory
approval of an appointmentor ex postnotification ofan appointmentto the
supervisor).

3 Council Regulation (EU) No 1024/2013 of 15 October 2013 conferring specific tasks on the European
Central Bank concerning policies relating to the prudential supervision of credit institutions (OJ L 287,
29.10.2013, p. 63).

4 Regulation (EU) No 468/2014 of the European Central Bank of 16 April 2014 establishing the
framework for cooperation within the Single Supervisory Mechanism between the European Central
Bank and national competent authorities and with national designated authorities (SSM Framework
Regulation) (ECB/2014/17) (OJ L 141, 14.5.2014, p. 1).

5 Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the
activity of credit institutions and the prudential supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC (OJ L 176,
27.6.2013, p. 338).
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2.3

2.4

Consequently,when taking fit and proper decisions within the SSM, the ECB will
apply the substantive fitand proper requirements laid down in the binding national
law which implements Article 91 of the CRD IV. Given thatArticle 91 of the CRD IV is
clearly a minimum harmonisation provision, this transposition has been dealtwith in
differentways in the nineteen euro area countries. Some countries have also gone
beyond Article 91 of the CRD IV.

EBA Guidelines

Besides nationallaw, the ECB also complies with the Joint ESMA and EBA
Guidelines on suitabilityand the EBA Guidelines oninternal governance.6 This ECB
Guide does notreplace the guidance provided bythe JointESMA and EBA
Guidelines on suitabilityor by the EBA Guidelines on internal governance. The Guide
provides explanations on the processes conducted bythe ECB and specifies the
ECB’s main expectations when conducting sound and consistent suitability
assessments.

SSM policies, practices and processes

The regulatoryrequirements need to be applied in practice by the competent
authorities when assessing the suitabilityof members of the managementbody. To
ensure consistencyin the application ofthe legal requirements, some clarification on
the interpretation ofthose requirements is needed alongside the development of
common supervisorypractices and processes.

To that end, the ECB, together with the NCAs, has developed policies regarding fit
and proper criteria, and supervisorypractices and processes, which explain in further
detail howthe SSM applies, on a case-by-case basis,the CRD IV as transposed by
national law and the Joint ESMA and EBA Guidelines on suitabilityand the EBA
Guidelines oninternal governance. These policies are adopted without prejudice to
national law and in compliance with both aforementioned Guidelines. In the absence
of contradictorybinding national law, theyshould be adhered to by the ECB and
NCAs.The NCAs have agreed, to the extent possible, tointerpretand develop
national law in line with these policies. The Guide reflects the policiesthathad been
agreed on by the SupervisoryBoard by the end of 2016. They will be reviewed in the
lightof the ongoing development of SSM practice for fit and proper supervision and
international and European regulatorydevelopments or new interpretations ofthe
CRD IV, authoritatively presented by, for example, the Courtof Justice ofthe
European Union.

6  See footnote 1.
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Principles

Principle 1 — Primary responsibility of credit institutions

The supenvisedentities have the primaryresponsibilityof selecting and nominating
individuals forthe managementbodywho complywith the requirements for fithes s
and propriety (“suitability”). They must carry out their own due diligence and
assessmentofthe members ofthe managementbody, notonly priorto the
appointmentbutalso on an ongoing basis (e.g.inthe case ofa significantchangeto
the responsibilities ofa member ofthe managementbody). In doing so, the
supervised entities mustensure thatthey have the fully transparentcooperation of
the individuals concerned.

As part of its responsibilityto ensure the (ongoing) suitabilityof the members ofthe
managementbodies, a supervised entitymustprovide the competentauthorities with
all the information necessary for the fit and proper assessmentin all cases (new
appointment, new facts, change ofrole etc.). This mustbe doneinatimelyand
accurate manner. The ECB and NCA decide on whatinformation mustbe provided
and how (using national forms’ ifavailable) in accordance with the applicable EU
and national law, as well as with the Joint ESMA and EBA Guidelines on suitability. If
necessary,they can askthe supervised entityor the appointee8 to provide additional
information in writing or orally(e.g. in an interview). If a supervised entityor
appointee does notcomplywith this requirement, the information on the appointee is
considered to be incomplete, which rendersitimpossible to take a positive decision.

Principle 2 — Gatekeeper

Fitand proper supervision must preventindividuals who would pose ariskto the
proper functioning ofthe managementbodyfrom entering in the firstplace or from
continuing in theirrole when anissue regarding their fitness and proprietyhas
arisen. The responsibilityof the ECB in this respectis to act as a gatekeeper. It has
the task of ensuring thatsignificant supervised entities complywith the requirements
to have in place robustgovernance arrangements, including the fit and proper
requirements for the persons responsible for the managementof creditinstitutions.®

Principle 3 — Consistency

The ECB'’s fitand proper supervisionseeks to ensure consistencyin the
assessments of managementbodymembers across the euro area. Numerous

" The list of national forms and the Fit and Proper Questionnaire are published here.

8 Please see “Abbreviations and terminology ” at the end of the Guide for a definition of “appointee”.
°  Article 4(1)(e) and Article 6(4) of the SSM Regulation.

1 see “Principle 3 — Homogeneity within the SSM” of the Guide to banking supervision.
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divergences have been identified in national supervisorypolicies, processes and
practices (including differentinterpretations of the applicable assessmentcriteria)
regarding the assessmentoffitness and propriety. The ECB will ensure consistency
and convergence in suitabilityassessments to the extent allowed by the applicable
EU and national law.

Principle 4 — Proportionality and case-by-case
assessment

The principle of proportionalityapplies throughoutthe whole fitand proper process,
meaning thatthe supervisoryprocess ofthe ECB as well as the application ofthe
suitability criteria should be commensurate with the size of the entity and the nature,
scale and complexity of its activities, as well as the particular role to be filled.

The application of the proportionality principle to the suitability criteria cannotlead to
a lowering of the suitabilitystandards, butcan resultin a differentiated approach to
the assessmentprocedure or the application of suitability criteria (e.g. in terms ofthe
level or areas ofknowledge, skills and experience, orinterms of the time
commitmentrequired of members ofthe managementbodyin its management
function and members ofthe managementbodyin its supervisoryfunction).
Therefore, in all cases the assessmentwill come downto anindividual analysis and
supenvisoryjudgement.

Principle 5 — Principles of due process and fairness

Fit and proper supervision is stronglyprocedurallydriven. The supervised entityis in
mostcasesthe applicantin the supervisoryprocedure and the supervisory
relationship is between the ECB, the NCAand the supenvised entity. However, the
rights of both the supervisedentityand the appointee could be affected by a fit and
properdecision.Inthose cases both will enjoyall the procedural guarantees
included inthe SSM Regulation and the SSM Framework Regulation, such as the
rightto be heard.™ The ECB has a duty to decide on the basis ofinformation that
can be considered as material and relevantto the fit and properassessment,ina
balanced way, weighing up the factors that speak in favour of and againstthe
appointee. Fitand proper assessments, as anysupervisoryprocedure, are strictly
confidential. In addition to the SSM Regulation and SSMFramework Regulation, the
ECB will also relyon the general principles of EU administrative law and EU data
protection law.

% Articles 31 and 32 of Regulation (EU) No 468/2014 of the European Central Bank.
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Principle 6 — Interaction with ongoing supervision

The fit and proper assessmentfeeds into the ongoing supervision ofthe governance
of an institution, especiallywith regard to the composition and functioning ofthe
managementbody. Afit and properassessmentmaylead to a decision which needs
to be followed up in ongoing supervision, while ongoing supenision in turn may
provide inputfor a fit and proper assessment (especiallywith regard to the collective
suitabilityorindependence of mind criteria) or lead to the reassessmentofmembers
of the managementbody.
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4.1

Assessment criteria

The fitness and proprietyof members ofthe managementbodyis assessed against
five criteria: (i) experience; (ii) reputation; (iii) conflicts ofinterestand independence
of mind; (iv) time commitment; and (v) collective suitability. These criteria are
described in the following paragraphs.

Experience

Practical and theoretical experience

Members ofthe managementbodymusthave sufficientknowledge, skills and
experience to fulfil their functions 2 Theterm “experience”,used hereafterin a broad
sense, covers both practical, professional experience gainedin previous occupations
and theoretical experience (knowledge and skills) gained through education and
training.

Function-specific and minimum requirements

The principle of proportionalityis inherentlyapplicable, as the level of experience
required depends on the main characteristics ofthe specific function and of the
institution. The more complexthese characteristics are, the more experience will be
required.

All members ofthe managementbodyare expected to possess, as aminimum,
basictheoretical banking experience thatallows them to understandthe institution’s
activities and mainrisks. The level and nature of the experience required ofa
member ofthe managementbodyin its managementfunction maydiffer from that
required ofa member ofthe managementbodyinits supervisoryfunction,in
particularifthese functions are performedbyseparate bodies.

Basictheoretical experience covering the following areas is expected (although for
some positions itcan be obtained through specific training):

. banking and financial markets;
. regulatoryframework and legal requirements;

. strategic planning, and the understanding of a credit institution’s business
strategy or business plan and implementation thereof;

i

2 Article 91(1) of the CRD IV.
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. risk management (identifying, assessing, monitoring, controlling and mitigating
the main types of risk of a creditinstitution) including experience directlyrelated
to the responsibilities ofthe member;

. accounting and auditing;

. assessing the effectiveness ofa credit institution’s arrangements, ensuring
effective governance, oversightand controls; and

. interpreting a creditinstitution’s financial information, identifying key issues
based on this information and appropriate controls and measures.

Additional experience mightbe deemed necessarybased on relevantfactors, e.g.
the function applied for, the nature, size and complexity of the entity, or other factors
that need to be takeninto accountin the specific case. Forexample, for a director
who is alsothe CRO, CFO, Compliance officer, Chair ofthe Audit Committee or
Chair of the Risk Committee, specialised experience in the relevantarea needs to be
identified.

Assessment approach

For the purposes ofassessingamember’'stheoretical banking experience, the
level and profile of the member’s education, which should relate to banking and
financial services or otherrelevantareas (mainlybanking and finance, economics,
law, administration, financial regulation, information and technology, financial
analysis and quantitative methods), are taken into particular account.

Practical experienceis assessed based on previous positions held, taking into
accountthe length of service, the size of the entity, responsibilities held, number of
subordinates, the nature of the activities carried out, the actual relevance of
experience gained, etc.

Without prejudice to national forms and in accordance with the Joint ESMA and EBA
Guidelines on suitability, the supervised entitymustsubmita detailed CV for the
appointee. Training plans alreadyfollowed or to be followed by the appointee are
alsotaken into account.

As explained in Chapter 3, fit and proper assessments are always handled on a
case-by-case basis. However, in order to enhance efficiencyand reduce the length
of assessmentperiods, a two-stage approach is followed. In Stage 1, the appointee’s
experience is assessed againstthe thresholds atwhich sufficientexperience is
presumed. Evenif these thresholds are notmet, the appointee can still be
considered suitable, butin such cases a complementaryassessmentneeds to be
conducted (Stage 2).
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Stage 1 — Assessment against thresholds

Experience is assessed againstguiding presumptions of sufficientexperience based
on thresholds. If the thresholds are met, the appointee is ordinarilypresumed to have
sufficientexperience, unlessthere is an indicationto the contrary. These thresholds
are without prejudice to national law and do not automaticallylead to the conclusion
that appointees who do notmeetthe thresholds are notfitand proper.

Presumption ofadequate experience for the managementbodyin its management
function

CEO Director
Executive: ten years of recent' practical experience in areas Executive: five years of recent practical experience in areas
related to banking or financial services. This should include a related to banking or financial services in senior level managerid
significant proportion of senior level managerial positions.” positions®.

1) Not older than 2 years.
2) This is understood as at least one level below the management body in its management function.

Presumption ofadequate experience for the managementbodyin its supervisory
function

Chair Director

Non-executive Chair: ten years of recent relevant" practical Non-executive: three years of recent relevant practical
experience. This should include a significant proportion of seniar | experience at high level managerial positions® (including

level managerial positions and significant theoretical experience | theoretical experience in banking). Practical experience gained
in banking or a similar relevant field. in the public or academic sector could also be relevant
depending on the position held.

1) In assessing relevance, the degree of similarity in the size and complexity of the institutions where previous experience was
obtained should be considered.
2) One or two lewels below the management body in its management function.

“Relevantexperience” can be broader for the Chair or a non-executive director than
for an executive director. In any case, not allmembers ofthe managementbodyin
its supervisoryfunction are required to have practical experience in areas related to
banking orfinancial services.

Stage 2 — Complementary assessment

If the thresholds atwhich sufficientexperience is presumed are notmet, the
appointee can still be considered suitableifthe supervised entitycan adequately
justify this. This will be analysed byconducting a complementaryassessment ofthe
appointee’s experience, taking into accountthe need to have sufficientdiversityand
a broad range of experiences in the managementbodyand, where relevant, national
requirements to have staffrepresentatives in the managementbody.

Examples ofjustifications mayinclude a training plan in case ofa partial lack of
experience in a specific field, the overall collective suitabilityof the members ofthe
managementbodyalreadypresent, appointmentfor a specificrole limitedintime
(such as inaninstitution in wind-down) or where the appointee has specific
theoretical or practical experience which the institution needs.

For example,a memberofthe managementbodyin its supervisoryfunction who
does notmeetthe above-mentionedthresholds for the position maystill be
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4.2

considered suitable, if (i) the member has IT experience which addresses the
institution’s specific needs; (ii) the member and the institution commit to the
necessarytraining being undertaken to overcome the lack of basic banking
knowledge (see Chapter 7.2); and (iii) the member fulfils all other fitand proper
requirements.

Reputation

Absence of proportionality

Members ofthe managementbodyshall atall times be of sufficientlygood repute 13
to ensure the sound and prudentmanagementofthe supervised entity. Since a
person can either have a good or a bad reputation, the principle of proportionality
cannotapply to the reputation requirementor to the assessment ofthe reputation
requirement, which should be conducted for all institutionsin an equal manner.

An appointee will be considered to be of good repute if there is no evidence to
suggestotherwise and no reason to have reasonable doubtabouthis or her good
repute. If the personal or business conduct of an appointee gives rise to any doubt
abouthis or her abilityto ensure the sound and prudentmanagement ofthe credit
institution, the supervised entityand/or the appointee should inform the competent
authority, who will assess the materiality of the circumstances.

(Pending) legal proceedings

Pending —as well as concluded — criminal oradministrative proceedings, or other
analogousregulatoryproceedings, mayhave an impacton the reputation of the
appointee and the supervised entity, even if the appointee is (being) appointed in a
state otherthan the one in which the relevantevents occurred.™ Notwithstanding the
fact that criminal oradministrative proceedings are the responsibility of the relevant
judicial oradministrative authority, the very fact that an individual is — or has been —
subjectto proceedingsis relevantto propriety. Concluded proceedings will have an
impactif the decision goes againstthe appointee. Although the com petentauthority
will acceptthe decision ofthe judicial authorityin concluded proceedings, the
underlying circumstances ofthe proceedings maystill be relevantfor the
assessmentofanyimpacton reputation, even if the judicial authorityrules in favour
of the appointee. Forexample,in cases where the court’s decisionisbased on
procedural reasons rather than facts orissuesthatmaybe relevant to the
assessmentofan appointee’s reputation.

2 Article 91(1) of the CRD IV.

4 pending proceedings may also hav e an impact on the ability of the member to commit sufficient time to

his or her functions and also need to be assessed on this basis.
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In accordance with the Joint ESMA and EBA Guidelines on suitability, competent
authorities mustalways be informed oflegal proceedings (pending or concluded) at
the time of application or notification, or at the startof such proceedings.15 This
includes proceedings involving entities where the appointee, atthe time ofthe
(alleged) offence, was a member ofthe managementbodyor in another position
associated with the case, and/or proceedings where the appointee was involved in
the subjectofthe proceedings atthe time in question.

Based on all the relevant information available, the supervisor will assess the
materiality of the facts and theirimpacton the reputation ofthe appointee and the
supervised entity, including the impactofthe cumulative effects of minorincidents on
the appointee’s reputation.

In line with the Joint ESMA and EBA Guidelines on suitability, the following minimum
setofinformation from the appointee, the supervised entityand/or prosecution
authority concerning legal proceedings and criminal investigations is considered
relevant to conductthe assessment:

e the nature of the charge oraccusation (includingwhetherthe charge is criminal,
administrative in nature orinvolves a breach of trust); the phase of proceedings
reached (i.e.investigation, prosecution, sentence, appeal); and the likely
penaltyif a conviction ensues; *°

¢ thetimethat has passed andthe appointee’s conductsince the alleged
wrongdoing;

o the personalinvolvementofthe appointee particularlywith regard to corporate
offences;

e anyunderstanding ofand/orinsightinto his or her conductgained by the
appointee overtime;

e othermitigating or aggravating factors (e.g. other currentor pastinvestigations,
administrative sanctionsimposed, dismissal from employmentor any position of
trust, etc.);

. assessmentofthe facts by the appointee and bythe supervised entity. The
managementbodyshould be explicitlyasked to examine the pending
proceedings and to confirm its confidencein the appointee. This is also
importantfrom the perspective ofreputation risk for the supervisedentity.

¥ This can be part of the information submitted with the initial application/notification or brought to the

supervisor’s attention as a new fact if the member of the management body is already in his/her
position.

16 The ECB expects the supervised entity and/or the appointee to primarily provide all the relevant

information. Where such information is deemed to be insufficient orincomplete by the ECB, it may
request this information from the relev ant prosecution authority.
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4.3

Conflicts of interest and independence of mind

Disclosure, assessment, mitigation, management and prevention
of conflicts of interest

Members of managementbodies should be able to make their own sound, objective
and independentdecisions and judgments (i.e. actwith independence ofmind*").
Independence of mind can be affected by conflicts ofinterest.

The supervisedentityshould have governance policies in place foridentifying,
disclosing, assessing, mitigating, managing and preventing conflicts ofinterest™®,
whether actual, potential (i.e.reasonablyforeseeable) or perceived (i.e. by the
public). Thereis a conflict of interestifthe attainmentofthe interests ofa member
may adverselyaffect the interests ofthe supervised entity.

Having a conflictof interestdoes notnecessarilymean thatan appointee cannotbe
considered suitable. This will onlybe the case ifthe conflictof interestposes a
material risk and ifitis not possibleto prevent, adequatelymitigate ormanage the
conflictof interestunder the written policies ofthe supervised entity.

Assessment of conflicts of interest

In accordance with the Joint ESMA and EBA Guidelines on suitability, the supervised
entity and the appointee should notifythe competentauthorityof all actual, potential
or perceived conflicts ofinterest. The supervised entityshall assess the materiality of
the risk posed bythe conflictof interest. If a conflictof interestis considered to be
material, the supervised entitymustadoptadequate measures, namelyitmust:

. perform a detailed assessmentofthe particular situation;

. decide which preventive/mitigating measures will be implemented, primarily
based onits internal conflicts of interest policyunless national law already
prescribes which measures mustbe taken.

According to the Joint ESMA and EBA Guidelines on suitability, the supervised entity
should explain to the competentauthorityin a “Conflict of interest statement” how the
conflictof interestis being prevented, mitigated or managed.

On the basis ofthis information, the competentauthoritywill assess the materiality of
the conflictof interestand the adequacyof the measures adopted bythe supervised
entity. If there are still concerns thatcould be overcome bythe supervised entity
taking adequate action, a condition could be imposed in respect ofthe individual
application. Possible conditionsinclude:

7 Article 91(8) of the CRD IV.
8 Article 88(1) of the CRD IV.
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. prohibition to participate in anymeeting or decision-making concerning a
particular disclosed interest;

. resignation of a certain position;

. specific monitoring bythe supervised entity;,

. specificreporting to the competentauthorityon a particular situation;
. cooling-off period for the appointee;

. obligation on the supervised entityto publish the conflictofinterest;
. any application ofthe “at arm’s length” principle;

. specific approvals bythe whole managementbodyfor a certain situation to
continue.

If the measurestaken bythe supervised entityor the imposition ofa condition are
not sufficientto adequatelymanage the risks posed bythe conflict of interest, the
appointee cannotbe considered suitable.

Without prejudice to national law, the table below includes situations where a
material conflictofinterestis presumed to exist. These situations will be assessed in
detail on a case-by-case basis and the information provided bythe supervised entity
regarding the material or non-material nature ofthe conflictwill be considered. The
table is, however, non-exhaustive and itdoes notmean thatthe ECB cannotfind
material conflicts ofinterestin casesthatare notcovered by these situations and
thresholds.
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Table 1

Potential material conflicts of interest

Categoryof
conflict

Period

Degree and type of connection and, where applicable, threshold

Personal

Professional

Financial

Political

Current

Current or

ower the past
five years

Current

Current or

ower the past
two years

The appointee:

has a close personal relationship® with a member of a management body, key function holder
or qualifying shareholder in the supervised entity or in the parent undertaking/its subsidiaries;

is aparty inlegal proceedings against the supervised entity or against the parent undertaking/its
subsidiaries;

conducts significant business, in private or through a company, with the supervised entity or with
the parent undertaking/its subsidiaries.

The appointee or a close personal relation holds at the same time a management or senior staff

position in the supervised entity or any of its competitors, or in the parent undertaking/its
subsidiaries;

has a significant commercial relationship with the supervised entity or any of its competitors, or
with the parent undertaking/its subsidiaries.

The significance of the commercial interest will depend on what (financial) value it represents to
the business of the appointee or his close personal relation.

The appointee or a close personal relation has a substantial financial interest in orfinancial
obligation to:

the supervised entity;

the parent undertaking or its subsidiaries;

any of the supervised entity's clients;

any of the supervised entity's competitors.

Examples of financial interests/obligations are shareholdings, other investments and loans.

The substantiality depends on what (financial) value the interest or obligation represents to the
financial resources of the appointee. The following would in principle be considered non-material:

all non-preferential (i.e. under standard market conditions of the relevant bank) secured, personal
loans (such as private mortgages) that are performing;

all other non-preferential performing, secured loans under €200,000, ;
current shareholdings <1% or other investments of equivalent value.

The appointee or a close personal relation holds a position of high political influence.
“High influence” is possible at every level: local politician (e.g. mayor); regional or national
politician (e.g. cabinet); public employee (e.g. governmental job); or state representative.

The materiality of the conflict of interest depends on whether there are specific powers or
obligations inherent in the political role which would hinder the appointee from acting in the interest
of the supervised entity

1) Aclose personal relationship includes spouse, registered partner, cohabitee, child, parent or other relation with whom the person
shares living accommodation.

The above does notprevent representatives of shareholders from being members of
the managementbody. However, if material conflicts ofinterestdo arise, they should
be adequatelyaddressed bythe supervised entity.

If national substantive law, in addition, includes specific formal independence criteria
for certain members ofthe managementbody (“independentdirectors”), these
criteriaalso needto be observed.
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4.4

Time commitment

Quantitative and qualitative requirements

All members ofthe managementbodymustbe able to commitsufficienttime to
performing their functionsin the institution™®. The time a director can dedicate to his
or herfunctions can be affected by several factors, such as the number of
directorships held; the size and the situation ofthe entities where the directorships
are held and the nature, scale and complexityof the activities; the place or country
where the entities are based; and other professional or personal commitments and
circumstances (e.g. a court case in which the appointee is involved). In addition to an
assessmentofthe number of “directorships” (quantitative assessment), an
assessmentofqualitative aspects is conducted.

Quantitative assessment of time commitment

As the holding of multiple directorships is an importantfactor that may affecttime
commitment, the CRD IV sets alimiton the number of“directorships” which maybe
held by amember ofthe managementbodyin an institution thatis “significant”in
terms ofits size, internal organisation and the nature, scope and complexity of its
activities.” The number ofdirectors hips which maybe held by a member ofthe
managementbodyof an Sl underthe CRD IV is limited to one executive directorship
with two non-executive directorships, or four non-executive directorships. However,
there are two exceptions to this rule.

1. Directorships in organisations which do not pursue predominantlycommercial
objectives do notcount. Nevertheless, presence on the managementbody of
such organisations mayhave an impacton overall time commitmentand need
to be declared as part ofthe fit and proper notification.

2. Certain multiple directorships countas a single directorship (“privileged
counting”):

(a) directorships held within the same group;

(b) directorships held within institutions which are members ofthe same
institutional protection scheme?;

(c) directorships held within entities in which the institution holds a qualifying
holding. %

¥ Article 91(2) of the CRD IV.
2 Article 91(3) of the CRD IV.

2 An institutional protection scheme is defined in the Capital Requirements Regulation (CRR) as a

contractual or statutory liability arrangement of a group of banks which protects the member institutions
and in particular ensures their liquidity and solvency.

2 Articles 91(4) and (5) of the CRD IV.
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Organisations which are presumed not to be pursuing predominantly
commercial objectives for the purposes of Article 91(5) of the CRD IV are (i) non-
profit sports or cultural associations; (ii) charities; (iii) churches; (iv) chambers of
commerce/trade unions/professional associations; (v) organisations for the sole
purpose of managing the private economic interests of members ofthe management
body and that do not require anyday-to-day managementbythe member ofthe
managementbody; and (vi) organisations whichare presumed to pursue
predominantlynon-commercial activities based on national regulatory provisions.
Other organisations could still be considered notto be pursuing predominantly
commercial objectives afterassessmentby the competentauthority of the nature of
the organisation and the predominance ofthe non-commercial activities.

Counting of multiple directorships: the ECB takes into accountthe consolidated
situation (based on the accounting scope of consolidation) in its approach to
counting.

Directorships held bya single appointee in each ofthe entities Ato E inthe example
below will countas two directorships (the directorships held bythe appointee in
entities A, B and C will countas one directorship. The directorships held bythe
appointee in entities D and E will also countas one directorship, because qualifying
holdings within a group countas one).

Fgure 1
Counting of multiple directorships
i Top entity (A) Qualifying holding (D) Qualifying holding (E)
Subsidiary (B) Subsidiary (C) Together all count as 2

Source: ECB

If the appointee does nothold a directorship in entity A, the aforementioned
privileged counting regarding qualifying holdings still applies. For example, in Figure
2 below, directorships held byan appointee in entities B, D and E will be counted as
two, as the single directorship heldwithin entity B, which belongs to the group, and
the single directorship counted for the directorships held in the qualifying holdings of
the same group (D and E) counttogether as two directorships.
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Fgure 2
Counting of multiple directorships

Top entity (A) Qualifying holding (D)

Together all count as 2

Subsidiary (B) Qualifying holding (E)

Source: ECB

If an appointee holds a mixture of executive and non-executive mandatesin a group,
the executive mandate should be counted over the non-executive mandate, with the
resultthatthe appointee is deemedto hold an executive mandate.

All directorshipsin all companies should be counted whether theyare remunerated
or not.

The CRD IV alsoincludes the possibilityfor the competentauthorities to authorise
members ofthe managementbodyto hold one additional non-executive
directorship.?

Qualitative assessment of time commitment

In addition to the quantitative limits on the number of directorships, there are
qualitative factors that determine the amountoftime a director can dedicate to
his/herfunction, such as (i) the size and the circumstances ofthe entities where the
directorships are held and the nature, scale and complexity of their activities; (ii) the
place or country where the entities are based; (iii) other professional or personal
commitments and circumstances (e.g. a court case in which the appointee is
involved); (iv) the travel time required for the role; (v) the numberofmeetings
scheduledforthe managementbody; (vi) the time needed for necessaryinduction
and training; and (vii) the nature of the specific position and the responsibilities ofthe
member (e.g.specificrole as CEO or Chair,or a membership ofa committee). While
assessing whether the appointee will be able to commitsufficienttime to performing
his/her functions, the supervised entityshould also take into accountthe need for
ongoing learning and development, as well as the need for a buffer for unexpected
circumstances.*

% Article 91(6) of the CRD IV.

2 Unexpected circumstances not only include crisis situations related to the institution, but also

circumstances that could unexpectedly affecttime commitment (e.g. court cases).
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Information to be provided by the supervised entity

According to the Joint ESMA and EBA Guidelines on suitability, all relevant and
necessarydetails should be provided to show thatthe individual has sufficienttime
to committo the mandate. In this regard, the ECB considers, in line with the Joint
ESMA and EBA Guidelines on suitability, the following minimum setofinformation
from the supervised entitynecessaryto conductthe suitabilityassessment (in the
lightof individual circumstances and based on a proportionate approach):

e aspecification bythe supervised entityof the time commitmentrequired for the
role;

. a full listof the mandates or positions from the appointee and the expected time
commitmentfor each mandate or position;

. a self-declaration bythe appointee thatthey have sufficienttime to dedicate to
all the mandates confirmed bythe supervised entity;,

e whetherthe appointeeis in full time occupation or not, providing the number of
hours ordays dedicated to each mandate or position;

¢ whetherany of the mandates have any additional responsibilities such as
membership of committees (e.g. chair ofthe audit, risk, remuneration, and/or
nomination committee);

e whetherthe nature, type and size of the supervised entitywilldemand more
time (e.g. the supervised entityis regulated, listed etc.);

. confirmation thatongoing learning, developmentand buffers for periods of
increased activity (such as restructuring or relocation ofthe institution, an
acquisition, merger, takeover or crisis situation, oras aresultofsome major
difficulty with one or more of its operations) have been provided for;

¢ whenmandatesor positions are notcounted because the organisations
concerned do notpursue predominantlycommercial objectives, a description of
the objectives ofthe organisations, unlessthis is clear from public information;

e wherethe number ofdirectorships exempted from counting is high (e.g. the
appointee is amember ofthe managementbodyin numerous subsidiaries), an
explanation of how synergies within the differentmandates could reduce the
time commitment, ifapplicable;and

o whetherthe experience of the appointee, either generallyor with respectto the
company,is suchthatthe appointee could carryout his or her duties with
greater familiarityand hence efficiency.
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4.5

In principle, no additional information will be required in cases where (i) the

appointee holds one executive directors hipwith two non-executive directorships, or
four non-executive directorships, without “privileged counting”; and (ii) the appointee
has no specific responsibilities (e.g. chairing a committee) and no doubts arise from

the self-declaration of sufficienttime.

Where this is not the case, the supervised entityhas to delivera more detailed
assessmentoftime commitment.

Collective suitability

Self-assessment and ongoing governance supervision

The supervisedentityhas the primaryresponsibility ofidentifying gaps in the
collective suitabilitythrough the self-assessment of its management body; for
example based on a suitabilitymatrix. The supervised entityshould reportand
discussthese to/with its Joint Supervisory Team (JST), as the supervision ofthe
collective suitabilityofthe managementbodyis a matter of ongoing governance
supervision. How an appointee willfitinto the collective suitabilityis one of the

criteriato assess atthe time of his or herinitial fit and proper assessmentaccording
to Article 91 of the CRD IV. The ongoing supervision bythe JSTs will have an impact

on these assessments.
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Motivation at time of appointment

According to the Joint ESMA and EBA Guidelines on suitability, the information from
the supervised entitythatis considered necessaryfor the assessmentis:

. a description ofthe composition ofthe managementbodyfor which the
appointee is being assessed, including a listofthe names ofthe members of
the managementbodyand a brief description oftheir respective roles and
functions

e ashort reasoned statement®on how the appointee will contribute to its
collective suitabilityneeds;*

e intheevent thatthe JST has identified gapsin the collective suitabilityand
wishes to discuss the topic, the result of the periodical self-assessmentmight
also berequested bythe JST.

The reasoned statementideallyhas two parts: first, an analysis ofthe status quo
based onthe mostrecentconclusions ofthe self-assessment,and second, an
indication as to how the appointee would affectthe status quo. Thatindication can
be an explanation as to how the appointee will complement/contribute to the status
quo, and/or how he or she will rely on the status quo for certain fields of knowledge,
skills orexperience.

% For Sls under the CRD IV, this statement should be drafted with the involvement of the nomination
committee, in line with the nomination committee’s obligation as set out in Article 88(2)(c) of the CRD
V.

% This must be done for either the management body in its management function or the management
body in its supervisory function. Any proposal for the appointee to be a member of one of the
specialised committees in the management body should also be included in the statement.
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5.1

5.2

Interviews

Purpose

Interviews are one of the ways in which information aboutthe appointee can be
collected and supplementthe written information provided bythe supervised entity
and the appointee orany information aboutthe appointee from anyother source.
Interviews are an opportunityto probe an appointee on his or her practical
experience? orto test whether an appointee is well informed aboutthe supervised
entity and relevant marketdevelopments. Interviews can also be used to explore
issues ofintegrityand propriety or to verify facts in orderto gain more assurance
aboutspecificelements of his or her fithness and propriety.

For the competentauthority, an interview also provides an opportunityto meetthe
appointee and to setout his or her expectations with regard to the engagement
between the appointee, the supervised entityand him or herself.

Scope and types

The aim ofthe interview is to complement and/or verify (i) the documentation
submitted bythe appointee and/or supervised entityor (ii) information thathas come
to the knowledge ofthe competentauthorityby another means. Therefore, interviews
are one of the tools used in the informationgathering phase ofthe fit and proper
assessmentto determine the relevantfacts.

The ECBtakes a proportionate and risk-based approach to the use of interviews in
fit and proper assessments.

Interviews will be conducted in the case of new appointments to CEO (or
equivalent) and Chairman positions at stand-alone banks and the top banks of
groups, as these entail the mostrisk. If the top entity ina group is a holding, this
applies with respectto the largestbankin the group. In the case of cooperatives, the
central body or central body association is considered the top entity. In duly justified
cases,the ECB may decide thatan interview is not necessary,namelywhere an
appointee to the position of CEO is alreadyone of the currentmembers ofthe
managementbodyor has been recentlyinterviewed.

In all other cases, interviews mayalso be used as a tool for fit and proper
assessments (e.g.when a specific concern relating to an appointee’s fitness or
integrity/proprietyhas been identified).

An informative interview will cover all elements of suitability. If there are still
concerns afterthis interview, a second, specific interview focusing on the facts that

2 See Chapter 4.1.
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5.3

gave rise to the concerns maybe conducted. The ECB may also decide to onlyhold
a specificinterview, e.g. if itis alreadyclear from the written documentation that
there is a specific concernregarding the fithess and proprietyofthe appointee.

Interview process

The appointee and the supervised entitywill be given adequate notice in writing of
the date, time and place ofthe requested interview.

Where a specificinterview is initiated because there is a specific concern regarding
the fithess or proprietyof an appointee, an outline ofthe issuesto be discussed will
be senttothe appointee and the supervised entityin advance.

The interview panel will generallyconsistofa minimum oftwo and generallyno more
thanthree people. The interview panel, and at leastthe chair, musthave sufficient
seniority. No member ofthe interview panel musthave a conflictof interestor
perceived conflictof interestor bias in relation to any appointee who is being
interviewed.

The ECBwill agree on the language the interview will be conducted in with the
appointee. Where the supervised entityhas agreed to Englishas the language in
which it receives formal decisions bythe ECB, the interview will be conducted in
English unlessthe appointee chooses otherwise.
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6 Assessment process

Triggers

A fitand properassessmentcan be triggered by:

e anewappointment,achange ofrole or a renewal®;
e newfacts or any otherissue®;or

e alicensing®orqualifying holding® procedure.

Fgure 3
Involved stakeholders within the SSM

B—dh— [N - X~ i

Significant NCAs Supervisory Governing
Institutions Board Council
6.1 National competent authorities as entry point

Appointments are declared bythe creditinstitutions (or exceptionallyby the
appointee) to the relevant NCA, using national notification forms*where available.
The NCAthen informs the ECB. Together they collectthe necessaryinformation,
carry outthe assessmentand presenta detailed proposal for a decision.

6.2 ECB as decision-maker

The ECB only takes decisions on appointments in significant creditinstitutions,
except where appointments are partoflicensingor qualifying holding procedures
(these are common procedures for both Sls and LSIs).

Within the ECB, fit and proper assessments are performed jointlyby the
Authorisation Division * of the Directorate General Secretariatto the Supervisory

% Article 93 of the SSM Framework Regulation.

2 Article 94 of the SSM Framework Regulation.

% Article 78 of the SSM Framework Regulation.

3 Article 86 of the SSM Framework Regulation.

% gee footnote 7.

% The Authorisation Division ensures the correct application of SSM policies, practices and processes,

compliance with the applicable legal requirements and consistency in the outcomes of ECB fit and
proper decisions.
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6.3

6.4

Board, the JSTs and, where they exist, NCAs’ horizontal divisions res ponsible for fit
and proper assessments.

New appointments

Standard procedure

The typical SSM internal process followed with respectto new appointments starts
with notification of the NCA by the supervised entityofthe (proposed) appointment of
a new member ofthe managementbodyin accordance with national law
requirements. To do this, the supervised entityuses the forms and templates
provided by the NCA. The NCAnaotifies the ECB and informs itof the time limit, if
any, withinwhich a decision hasto be taken in accordance with the national law. The
NCA and the ECB collectall the necessarydocumentation and carryout a joint
assessment, while ensuring:

. that the assessmentis carried outin accordance with the substantive criteria
provided in national law;

. compliance with the requirements under Union law; and
. consistencywith the outcomes of other fit and properassessments.

The assessmentincludes: examination of the documents received; consultation of
local registers; consultation of the EBA database on administrative sanctions; contact
with other national authorities, namelythe authority responsible for financial conduct,
if applicable, and local or foreign authorities responsible for the supervision of other
financial entities in which the appointee works or has workedbefore, orin which he
or she has been amember ofthe managementbody. The NCA and the ECB may
requestadditional information in writing orin an interview, if needed.

The ECB prepares adecision, with the assistance ofthe NCA. A proportionate
approach is applied to mostofthe smaller entities falling under the direct supervision
of the ECB and to changes inthe managementbodyand renewals. However, the
assessmentofwhetherall the fit and proper criteria are fulfilled remains the same.

Renewals, changes of roles or resignations

Renewals and changes ofroles mayimpacton the managementbodyand, for that
reason, they maytriggera new fit and proper assessmentifrequired and as defined
by national law.

For renewals, an appointee is deemed suitable if no new facts have arisen sincethe
previous assessment (ifthere are new facts, see paragraph 6.5). Afull reassessment
covering all five fit and proper criteria will onlybe conducted if required by national
law.
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6.5

Thereis a “change of role” if:

. itis proposed thata non-executive member be appointed as executive director
orvice versa;

. itis proposedthata memberbe appointed as Chairperson, Chairperson ofone
of the specialised committees in the managementbodyor CEO.

The assessmentofa change ofrole will be mainlyfocused on the individual’s
experience, as this criterion will be mostaffected. However, time commitment,
conflicts ofinterest* and collective suitabilitymayalso be affected and therefore
assessed.

The supervisedentityhas to notify the NCA of the change and a decision will be
taken by the ECB. If no decision is required bynational law, the supervised entitywill
simplyhave to notify the NCAof the change.

In case of a change ofrole, the supervised entitymay need to provide additional
information. For example, ifa non-executive director is appointed as executive
director, it has to be demonstrated thathe/she possesses the relevantexperience
and adequate time commitment, as required.

A resignation will also lead to a change in the managementbody, but in this case no
decision needs to be taken. However, the resignation mayaffect the collective
suitabilityof the managementbody. An exit interview may be held with the individual
concerned to better understand the circumstances in which he/sheleftthe
managementbody, as such information maybe useful forthe ongoing supervision of
the institution.

New facts

New facts may become known to the ECB and NCA in differentways. Under Article
94(1) of the SSM Framework Regulation, supervised entities must notifythe NCA of
any new fact or “any other issue” (hereafter “new fact”) that may affect the initial fit
and proper assessment, withoutundue delayfrom the date they become known. The
NCA and the ECB may also themselves become aware of new facts that may affect
a previous assessmentofthe suitabilityof an appointee (e.g.reportof a breach,
information gathered through on-site inspection, facts alleged in newspapers).

On a case-by-case basis, the ECB and the NCAmay decide to prompta
reassessmentifthe fact is material for one of the assessment criteria ofthe CRD
IV.* If prompted, the reassessmentwill focus on the criteria which are affected by

This may notably be the case if the appointee holds other roles within the same group the institution is
a part of. For example, if an appointee is proposed for the role of non-executiv e director in the parent
undertaking, but he/she remains executiv e director at subsidiary lev el, this may give rise to a new
conflict of interest.

% Article 94(2) of the SSM Framework Regulation.
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6.6

the new fact. The principle ofdue process (see Chapter 3) and the decision-making
process, as described in Chapter 7, applyif a reassessmentis conducted.

Licensing and qualifying holding procedures

In the case of the licensing of a creditinstitution, the fit and properassessmentis
done as partof the licensing procedure.

In the case of a qualifying holding procedure, where the proposed acquireris to
appointa memberofamanagementbodyas a resultofthe proposed acquisition,
the fit and properassessmentis done as partofthe qualifying holding procedure.
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7.1

7.2

Decision

A formal ECB decisionis taken after every fit and proper assessmentwithin the
deadline provided for by national law, if applicable.

Types of decisions

An appointee is either considered fitand proper or not. However, the ECB has the
powerto include recommendations, conditions or obligations in positive decisions.
Where concerns cannotbe adequatelyaddressed bymeans ofthese tools, a
negative decision will need to be taken.

Positive and negative decisions can include references to related ongoing
supervisorywork.

If the intended decisioncould adverselyaffectthe rights of the appointees orthe
supenvised entity®®, some fundamental principles and rights have to be observed:

e The ECBshallbase its decision onlyon objections on which the persons who
are the subjectofthe proceedings (also called parties) are able to comment.*

e The ECBshall take into accountall relevant circumstances® and mayhear
witnesses and experts ifit deems ithecessaryand take evidence.®

e  Apartyhas the rightto be heard .

e  Aparty has the rights which applyin general:the rightto have legal
representation*’; the right of access to the ECB file %, and the rightto a
statementofreasons®,

Positive decisions

As explained before, the ECB can attach recommendations, conditions and
obligations to a positive decision.

% For example, in the case of a negativ e decision or a positiv e decision imposing ancillary provisions

which hav e not been agreed on expressly and in writing by the appointee and the supervised entity.

37 Article 22 of the SSM Regulation.

¥ Article 28 of the SSM Framework Regulation.

% Articles 29 and 30 of the SSM Framework Regulation.

Article 31 of the SSM Framework Regulation. The hearing may take place in a meeting or in writing and
shall be based on the draft decision. The draft decision is revised on the basis of the assessment of the
hearing.

4 Article 27 of the SSM Framework Regulation.

42 Article 32 of the SSM Framework Regulation.

Article 33 of the SSM Framework Regulation.

Title - Decision 30



Positive decision with recommendation

Where all the fit and proper requirements have been met, butan issue hasbeen
identified and needs to be addressed, the ECB may include recommendations or set
out expectations in the fit and proper decision itself. The use of such non-binding
instruments is also meantto encourage bestpractices in the institutions and pointto
desirableimprovements.

Positive decision with condition

The ECB may alsoimpose conditions. Acondition is arequirementimposed on the
supervised entity (while itmay also have directimplications on the appointee) in
place of whatwould otherwise be a negative decision. The ECB shall onlyimpose a
condition where this is necessaryto ensure thatthe appointee satisfies the
applicable fitand proper assessmentcriteria. Imposinga condition in such cases will
be a more proportionate and less intrusive measure. The ECB mayimpose
conditions onlyif:

e the ECB could adopta negative decision butthe shortcoming is easily
remediable;

e the conditionis well-defined and can be fulfilled in a well-defined and relatively
shorttime frame;

e the contentof the condition can be grounded on the basis ofthe assessment
criteria established in applicable national law.

The mostcommon conditionsinclude:
. an undertaking to follow specified training;
. divestiture of an external directorship or other function;

. probationaryperiod, forexample in a position below the level of the
managementbody.

Where a conditional decision is issued the supervised entitymustreportto the ECB,
in atimely manner, on the fulfilmentofthe condition.

Unlike non-compliance with an obligation or recommendation, non-compliance with a
condition will automatically affectthe fithess and proprietyof the appointee, as failure
to complywith a condition means thatthe appointee does notsatisfythe applicable
fit and properassessmentcriteria. Depending on the type of condition, the ECB
decision neverbecomesvalid oris nolongervalid. The consequence is thatthe
appointee has to resign from his/her position or cannottake up the position.

Where the appointee is alreadyacting as a member ofthe managementbodyand
refuses to step down on his/her own initiative, the ECB can use supervisorypowers

Title - Decision 31



to remove him/her from the managementbody. ** Such a removal measure requires
a new specific ECB decisionwhich will not, however, involve a new fit and proper
assessmentand forwhich the right to be heard will apply.

Positive decision with obligation

The ECBdecision can alsoinclude an obligationto provide specific types of
information for the purposes ofthe ongoing fitand proper assessmentor to take a
specificaction relating to fitness and propriety, affecting not the appointee butthe
whole supervised entity. Unlike a condition, non-compliance with an obligation will
not automaticallyaffect the fitness and proprietyof the appointee.

The mostcommon obligations include:
e reporting on pending legal proceedings;
e improvements required in written policies on conflicts ofinterest;

e improvements required in terms of collective suitability.

Communication of decision and appeal

The supenvisedentity (or exceptionallythe appointee)®is notified ofthe decision
taken by the ECB. The supervised entityand the appointee have to complywith any
otherrequirements under national law, such as being registered in a national
register,ifapplicable.

The appointee orthe supervised entityhas the option to requestareview by the
Administrative Board of Review or to challenge the decision directlybefore the Court
of Justice of the European Union.*

4 Article 16(2)(m) of the SSM Regulation.

“  The decision is notified to those who declared the appointment (see Chapter 6.1).

% For further explanation, see paragraphs 13-15 of the Guide to banking supervision av ailable at

https://www.bankingsuperv ision.europa.eu/ecb/pub/pdf/ssmguidebankingsuperv ision201411.en. pdf
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Removal of members from the
management body

Under Article 16(2)(m) ofthe SSM Regulation, the ECB has the powerto remove at
anytime members from the managementbodyof a significantsupervisedentitywho
do notfulfil the requirements setoutin the acts referred to inthe firstsub-paragraph
of Article 4(3) of the SSM Regulation.
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Abbreviations and terminology

Appointee The person who isproposed fora position in the management
body orwho has been appointedto such position

CRD IV Capital RequirementsDirective

Competent authority ANCA or the ECB

Directorship The positionof a member of the managementbody of a company

EBA European Banking Authority

EBAguidelineson internal EBAGuidelineson internal governance (EBA/GL/2017/11)

governance

Joint ESMAand EBAguidelines The Joint ESMAand EBAGuidelineson the assessment of the

on suitability suitability of membersof the management body and key function
holdersunder Directive 2013/36/EU and Directive 2014/65/EU
(EBA/GL/2017/12)

ECB European Central Bank

ESMA European Securitiesand Markets Authority

EU European Union

JST Joint Supervisory Team

Managementbody The managementbody initssupervisory function andin its
managementfunction

NCA National competent authority

SREP Supervisory Review and Evaluation Process

SSM Single Supervisory Mechanism

SSM FrameworkRegulation
SSM Regulation
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