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BASEL COMMITTEE CONSULTATION :
PILLAR 3 DISCLOSURE REQUIREMENTS FOR REMUNERATION

The French Banking Federation (FBF) represents the interests of the banking industry in
France. Its membership is composed of all credit institutions authorized as banks and doing
business in France, i.e. more than 500 commercial, cooperative and mutual banks. FBF
member banks have more than 25,500 permanent branches in France. They employ
500,000 people in France and around the world, and service 48 million customers.

The FBF welcomes the opportunity to answer to the Basel Committee consultation on Pillar 3
disclosure requirements for remuneration.

From the beginning of the financial crisis, French Banks have widely contributed to the
reflections leading to the drafting and implementation of the rules on the remunerations of
market professionals within the framework of the G20. France was the first country to
implement professional rules, in February 2009, in this perspective.

The CRD Il defines for the European banks overall the principles governing the public
disclosure (« Guidelines on remuneration policies and practices »). These principles have
been subject to wide discussions at a European level and have been developed in a specific
framework by the Committee of European banking supervisors (which has since become an
Authority). The different actors concerned by this matter (member states, regulators, banks,
investors) were enabled to express their concerns during the different stages of the drafting
of these rules. French banks, and generally European banks consider this text as the legal
framework they must comply with.

Indeed, the CRD IIl and the CEBS Guidelines on remuneration policies and practices are the
outcome of this process and take into account the major concerns expressed in this respect.

The FBF welcomes the fact that the Basel Committee implements equivalent disclosures
regarding the information of investors applying to international institutions beyond the
framework of European Union.

These disclosures are essential to contribute to restore confidence in the markets and to
promote market efficiency, enabling to understand both the business model and risks of the
banks. On the other hand, they shall not bind European institutions to provide, for additional
matters of disclosure, two sets of information that would be costly to implement and source of
misunderstanding for investors.



In this regard, it is essential that the requirements of Basel Ill are considered as equivalent
disclosures which have already been made under CRD IIl and CEBS guidelines. Moreover,
taking account of legal national specificities, they shall facilitate efficient comparisons for
investors to be made across institutions and jurisdictions and shall not create distortions in
competition between the banks.

The FBF specific comments deal with the comparison between the requirements of Basel
and the CEBS guidelines on « harmonisation policies and practices ».

1) Coverage of disclosure
The mix of qualitative and quantitative allowing firm’s flexibility seems appropriate.

2) Scope of application
An approach that would be proportionate to the nature, scale, complexity of the banks, and
taking account of legal national specificities seems logical. In addition, the College of
supervisors shall be careful in avoiding duplication of the rules that would be equivalent.

3) Method and frequency of disclosure
The disclosures should be made on an annual basis and made on reasonable delays after
the end of the year. French banks want to have the possibility to choose between the global
means of information available to them (annual report, specific documents, and website).
The most important issue here is that the information shall be recognisable to investors
clearly.

4) Key disclosure
The FBF approves both qualitative and quantitative approach.

a) Qualitative disclosure
The FBF supports the disclosures under A and B only if the reference under point 4 « Scope
of the banks” remuneration policy business line, entities » is considered as equivalent at the
end of paragraph 151 of the CEBS guidelines. Moreover, under B, the point on « frequency
of review, date of last review, significant changes made at last review » shall not be
considered as substantive.

On the other hand, points under C and D require some detailed and specific information
dealing with the way the bank manages their risks and that are commercially confidential.
The first two points seem sufficient. Regarding point E, the national law must be taken into
account.

b) Quantitative disclosure

The FBF observes that the quantitative disclosures proposed broadly mirror those required
by CRD Il and CEBS guidelines. The FBF is of the view that the points G and H are not
essential to markets information. Under point K, the required detailed information don’t seem
to be essential to markets either.

In addition, the FBF is perplexed about the feasibility and the suitability of an information
segmented in 3 categories:

e Senior management,

e Other material risk takers and,

e Financial and risk control staff.

The last two categories could evolve in a high proportion between two periods.
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