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Legislative process for the Banking Package

Council negotiates its preferred 
version of the legislation in 

Working Parties

The Parliament makes 
amendments to the Commission’s 
proposal in the ECON Committee

Council adopts a 'General 
Approach' on the legislation

The Parliament votes on 
amendments to create a 'Report'

Talks follow to negotiate an 
identical text between the 

Council and Parliament

When Council and Parliament 
formally adopt the identical 
version of the legislation, it is 
legally agreed.

TRILOGUES

ADOPTION
Parallel but separate negotiations

PROPOSAL
CRD6/CRR3 was 

proposed on 27 October 
2021

Generally, a two-year period from proposal to adoption

European Council

European Parliament

The European Council has now adopted a 'General Approach' on the CRD6/CRR3 Banking Package, one of the most 
important points in reaching an agreement on a final law to implement the Basel 3 final reforms in the EU

H2 2021

Commission’s proposal 
27/10/2021

Start of negotiations H1 2022
EP rapporteur draft report

25/05/2022 H2 2022

Council General Approach
08/11/2022

H1 2023
Q1 - EP ECON expected 

vote on Report

Q1 – Expected start of trilogues 
under Swedish Presidency

H2 2023

Adoption expected in Q4 
under Spanish presidency
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How the EU approach to implementing the finalised Basel 3 framework diverges from Basel

DirectDeferDelay Diverge Differ

Where CRD6/CRR3 delays 
implementation from the 
original 1 January 2023 
Basel date, or includes 
additional transitional 

periods 

Where the effect of rules 
is deferred or new phase-
in periods are introduced 

that are not present in 
the Basel framework

Where the CRD6/CRR3 
proposes an 

implementation approach 
that diverges clearly from 

the Basel framework

Where the CRD6/CRR3 
proposal directs national 
regulators to apply the 
rules in an area where 
discretion is allowed 

under the Basel 
framework

Where CRD6/CRR3 
includes regulatory 

initiatives that are not 
part of the finalised Basel 

3 framework

Our '5D' analytical framework assessing the deviations made by the European Commission in its 2021 proposal of the 
Banking Package
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Delay

• January 2025 as the implementation date for most articles of CRR3 
(covering the majority of the Basel 3.1 framework) (CRR Art. 2). This 
is two years later than the BCBS’s 1 January 2023 target.

• The phase-in period for the standardised Output Floor (OF) is pushed 
back by two years, so that the fully-loaded framework will not come 
into force until 1 January 2030 at the earliest. The BCBS timeline for 
the OF ends in 2028.

• The Council General Approach (GA) does not introduce 
any amendments to the Commission’s general implementation
timeline and phase-in period for the OF.

The Council has not made any material changes to the implementation dates set out by the Commission, meaning that the EU is still on course to 
miss the BCBS 1 January 2023-1 January 2028 implementation timeline by a minimum of two years.

European Commission European Council

Where CRD6/CRR3 delays implementation from the original 1 January 2023 target date, or includes additional transitional 
periods
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Defer

• Risk weights (RW) for equity exposures to be transitioned from 2025 to 
2030 to mitigate the immediate effect of what is expected to be a 
significant relative increase in capital requirements (CRR Art. 495a).

• Loss-given Default (LGD) increases for specialised lending to be 
transitioned from 2025 to 2030 while the EBA assesses the adequacy of 
the probability of default (PD) and LGD input floors (CRR Art. 495b).

• Leasing exposure as CRM to be transitioned from 2025 to 2030 in order 
to give the EBA time to assess the appropriateness of the Basel 3.1 
calibration. The Commission is empowered to revise the calibration if it 
judges it necessary (CRR Art. 495c).

• In relation to unconditionally cancellable commitments (UCC), firms can 
continue to apply a 0% credit conversion factor until 2029, followed by a 
graduated transition period until 31 December 2032 (CRR Art. 495d) 
after which the BCBS’s 10% credit conversion factor for UCC (CRR Art. 
111(2)) will apply.

• RW transition for equity exposures is maintained. However, banks are to 
apply the higher of the RW prior to entry into force of the regulation 
(capped at 250%), and the transitional RW.

• Transitional periods related to LGD for specialised lending and leasing 
exposure as CRM maintained.

• The EBA is no longer required to prepare an assessment report on the 
extension of transitional arrangements for UCC.

• Three additional transition periods for (CRR Art 495 e, f and g):

o External ratings for banks – CAs to allow banks to continue using ECAI 
credit assessment in relation to institutions incorporating implicit 
government support assumptions until end-2029.

o Property revaluation requirements – for exposures secured by 
immovable properties, banks can continue to value those at or less 
than market value, until revaluation is required by Art.208(3) or end-
2027, whichever is earlier.

o Public guarantee schemes – a cancellable guarantee in the event of 
fraud should be considered unconditional and not containing clauses 
outside the control of the bank (if before 30/06/2022).

The Council has largely maintained the transition periods proposed by the Commission, while adding new transition periods related to the use of 
external credit ratings for institutions, immovable property revaluations and the treatment of public guarantee schemes.

European Commission European Council

Where the effect of rules are deferred or new phase-in periods are introduced that are not present in the Basel 
framework
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Diverge

• Output Floor to apply at the highest level of consolidation in the EU, but 
calculated for each EU subsidiary, with certain RW discounts on a 
transitional basis (CRR Art 465):

o Allowing 125% of unfloored RWAs to be used as calculation option.

o IRB firms to use 65% RW until 2032 for unrated corporates whose PD 
is estimated as being less than 0.5% (Standardised RWAs), and to set 
RW for residential mortgage loans (low-risk) at lower levels than 
expected by Basel, depending on the LTV.

o SA-CCR alpha scalar set at 1 for OF calculation purposes until 2030.

• Preferential approach for unrated specialised lending facilities allowing for 
lower RW for certain object finance exposures (CRR Art 122a).

• On property lending, banks to be permitted to revalue property assets 
and reflect the valuation in LTV, subject to certain constraints (CRR Art 
208).

• Banks with IRB to be allowed to move portfolios back from IRB to 
Standardised, until December 2027 (CRR Art 494d).

• On market risk, lower RWs for the commodity delta risk factor for carbon 
trading (40%) and more details on the governance and control over the 
alternative standardised approach. (CRR Art 325as).

• OF to apply at all levels of consolidation, but MSs have discretion not to 
apply at individual level, provided that the parent meets the OF at 
consolidated level (CRR Art 92). OF transition provisions unchanged 
except:

o New paragraphs on the treatment of junior liens in relation to 
exposures secured by mortgages on residential/commercial property 
(CRR Art. 465(5)(a) e (b)). Conditions defining appropriate level of 
low-risk are substantively the same.

• Removal of RW discounts on high-quality unrated object finance (a 100% 
RW applied). EBA to report on the need for a ‘high-quality object 
finance’ RW sub-group by 2026.

• Banks no longer allowed to revalue property assets based on advanced 
statistical methods independently from credit decision process. When 
reviewed, the value of the property shall not exceed the average value 
(past 6 years) for that property (CRR Art. 229(1)).

• Ability to revert to less sophisticated approaches retained.

• Carbon trading moved to same commodity delta risk factor bucket as 
energy/electricity, in line with Basel (RW 60%). EBA/ESMA to report on 
need for prudential treatment of carbon emission allowances by 2026.

Aside from changes to the level of consolidation at which the Output Floor will apply, the Council has largely left the divergences from the Basel 
framework unchanged – although implementation of a preferential treatment for high quality unrated specialised lending has been deferred.

European Commission European Council

Where the CRD6/CRR3 proposes an implementation approach that diverges clearly from the Basel framework
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Direct

• Internal Loss Multiplier value set to 1 for all banks, removing loss history as 
a component of the operational risk capital charge (CRR rec 36)

• Banks with Business Indicator Component of more than €750m to be 
required to track and disclose their operational losses (CRR Art 314).

• Loan splitting approach for all banks when calculating RWAs for loans 
secured by real estate property. (CRR Art 124-126).

• Freezing the Systemic Risk and P2R buffers for banks that become captured 
by the OF, to prevent 'arithmetic' increases in capital requirements, until 
CAs have assessed the extent of double counting for the bank (CRD Art 
104a and 133).

• Amendments to CRR to ensure that the BRRD is effective :

• Requirement for resolution entities to deduct holdings of MREL 
instruments issued by subsidiary entities within a resolution group 
(CRR Art. 72e) 

• Risk-based and non-risk-based TLAC/MREL requirements are taken into 
account in calculation of TLAC/MREL surplus of subsidiary (CRR Art. 
72e)

• Subsidiary entities in a resolution group are able to issue and recognise 
eligible debt instruments in meeting their internal TLAC requirements 
(CRR Art. 72b).

• Some minor amendments to the Business Indicator Component 
calculation:

o Banks that are members of an institutional protection scheme may 
calculate the Service Component of the Business Indicator net of any 
income received from or expenses paid to banks that are members of 
the same scheme.

o Banks operating for less than three years shall use forward-looking 
estimates in calculating the Business Indicator Component.

• Loan splitting approach for all banks in residential real-estate RWA 
calculations is maintained. CAs will have the discretion to amend the 
property value fractions and the related RW.

o CRR Art. 125 and 126 are amended to add specifications on exposures 
secured by mortgages on residential/commercial property, when a 
bank holds junior liens.

• Freezing of Systemic Risk and P2R buffers for banks constrained by OF 
floor retained.

• No change to provisions related to BRRD.

The Council has chosen not to make substantive changes to the national discretions that the Commission proposed to apply. 

European Commission European Council

Where the CRD6/CRR3 proposal directs national regulators to apply the rules in an area where discretion is allowed under 
the Basel framework.
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Differ

• Several provisions related to ESG risk:

o New requirement for supervisory reporting of ESG risks, ESG Pillar 3 
disclosure requirements extended to all banks (CRR Art 430).

o Development of transition plans as a specific component of 
management responsibilities (specific plans and quantifiable 
targets), with related supervisory enforcement powers (CRD Art 76).

o Requirements to systematically identify, measure and manage ESG 
risks, including through internal stress testing (supervisors to assess 
at individual and systemic level) (CRD Art 104).

o EBA to develop Guidelines on ESG risk management (CRD Art 76a).

• ‘Fit and proper’ assessment stronger and more consistent (CRD Art 88).

o Banks to draw up statements setting out the roles and duties of each 
member of the management body, senior management and key 
function holders.

• Commission to assess, by 31 December 2025, whether a dedicated 
prudential treatment of crypto-assets is justified, taking into account 
Basel standards (CRR Art 461b).

• Additional consideration of proportionality in relation to ESG Pillar 3 
disclosures, with clauses added to avoid duplication with other disclosure 
requirements and to take into account size, complexity and relative 
exposure of small and non-complex institutions.

o Supervisory powers related to transition plans strengthened to include 
restrictions/limits to businesses. CAs can waive requirements for 
transition plans to include quantitative criteria for up to 24 months 
after entry into force.

o Requirements to identify, measure and manage ESG risks retained, but 
reference to specific time horizon of 10 years replaced with ‘long 
term’.

• On ‘Fit and proper’, provisions setting out a common framework for 
supervisory assessments of fitness and propriety (CRD Art. 91) have been 
removed

o But MSs to ensure CAs assess suitability of CFOs and heads of internal 
control functions (CRD Art 91a).

o More proportionate and targeted provisions related to ‘cooling off 
period’ for staff and members of management bodies

o No change to Commission mandate on crypto-assets.

The Council has not made substantive changes to the Commission' s proposals on ESG, but relaxes rules on the ‘fit and proper’ assessment of 
management bodies

European Commission European Council

Where the CRD6/CRR3 includes regulatory initiatives that are not part of the finalised Basel 3 framework
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• TCBs to be subject to authorisation requirements, including re-
authorisation for existing TCBs (CRD Art 47)

• The proposal introduces new TCB categories (CRD Art 48a):

o Class 1 – with a total asset value booked by the TCB in the MS greater 
than or equal to 5 billion euros (or retail deposit taker TCB)

o Class 2 – assets below 5 billion euros

• TCB assessment of systemic importance: if, individually in one MS, or 
collectively across all MSs, they hold assets in excess of 30 billion euros 
(CRD Art 48k).

• New requirements on capital endowment, liquidity, governance and 
controls, and specificities for adherence to booking approach. (CRR Art 
48o).

• Remedies for systemic TCBs (CRD Art 48p).

o Require the TCB to subsidiarise or restructure assets/liabilities to cease 
to be systemic

o Additional requirements on the branches of the Group

• All third-country banks offering services in an EU MS would have to 
establish a TCB or subsidiary to do so (except for reverse solicitation) 
(CRD Art 21c).

• TCB authorisations granted up to two years before the application of CRD6 can 
remain valid (upon CA validation), provided that TCB complies with the new 
minimum requirements.

• Article 21c prohibiting cross-border activity absent reverse solicitation is removed. 
The EBA and ESMA are mandated to report on harmonising market access 
modalities for third country groups by end-2025. The Commission may propose 
new legislation based on the report, if appropriate.

• TCBs can now conduct cross-border services in another MS on the basis of reverse 
solicitation or for intragroup liquidity purposes (CRD Art 48c).

• Class 1 TCBs to be supervised by Group’s college of supervisors (ad hoc if not in 
place already). Moreover, retail deposit-taking TCBs to be moved to Class 1 only if 
retail deposit are greater than 10% of total liabilities.

• All TCBs not meeting requirements for Class 1 shall be considered Class 2.

• The GA changed the systemic assessment from being quantitative to a qualitative 
criteria validation (e.g. size, type of business, degree of interconnectedness with 
MS financial system, market share, substitutability of activities and operations, 
likely impact of suspension/closure of TCB).

• Amendments to the TCBs requirements:

o Class 1 TCBs to match 2% of their liabilities in capital (originally 1%)

o All TCBs to comply with CRD Art. 92, 94, 95 on remuneration policies.

o Resolution legal power to take over TCBs’ escrow accounts in resolution 
processes has been deleted.

• Additional requirements shall be imposed on all TCBs (not only systemic) to ensure 
material risks are covered and soundly managed.

European Commission European Council

Third-Country Branches (TCBs)

The Council introduced significant changes to the proposed framework for TCBs, with amendments to the requirements and classification rules, 
while grandfathering TCBs that received authorisation up to two years before the application of the Directive.

CRD6 regulatory initiatives related to TCBs, not part of the finalised Basel 3 framework
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Credit risk capital requirements

• Credit derivatives (CRR Art 134(6)) – a differentiated approach to RW exposure amount calculations between first- and second-to default credit derivatives:

o First-to-default: RW of the underlying assets included in the basket shall be aggregated up to a maximum of 1250% and multiplied by the nominal amount of the protection 
provided by the credit derivative. Second-to default: identical, but the underlying asset with the lowest RW exposure amount shall be excluded from the calculation.

Market risk capital requirements

• Banks to be able to use a combination of A-IMA and A-SA, provided that own funds requirements calculated using A-IMA represent at least 10% of total market risk’s own funds 
requirements (CRR. Art. 325(4)).

• Banks to report separately calculations for portfolios of trading and non-trading book positions subject to FX and commodity risks (CRR Art 430).

CVA risk capital requirements

• Standardised approach – banks are required to establish an independent risk control unit that reports directly to the management body and is responsible for designing and 
implementing the SA and producing analytical reports on the use of the approach (CRR Art 383).

Exemptions to limits for large exposures

• The GA introduces additional exposures that CAs may fully or partially exempt firms from large exposure limits, including covered bonds, 50% of trade finance off-balance sheet 
documentary credit and 50% of off-balance undrawn credit facilities (CRR Art. 400(2)).

• For a transitional period until end-2028 and subject to NCA agreement, MSs may exempt the exposures mentioned from the limits for large exposures (CRR Art 493).

Small and non-complex banks

• The GA eases the disclosure requirements for unlisted small and non-complex banks (CRR Art. 447(2)).

• EBA to assess and disclose from a proportionality perspective the impact of a reduction in reporting requirements on cost and supervision of small banks (CRR Art 430).

European Council

New amendments introduced by the Council

Aside from some changes in credit and market risk own funds requirements, the Council introduces significant deviations on the exemption from 
large exposures’ limits and changes targeted at alleviating reporting requirements for small and non-complex banks.

The Council’s General Approach contains new elements not classifiable within our '5D' framework
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