


Article 55 BRRD

Purpose

M Ensure that resolution authorities have power
to bail-in all liabilities of in-scope entity,
including those governed by a non-EU law

Requirement

B Applies to all contracts entered into by in-scope
entities creating any liability:

— If governed by the law of a non-EU state
— Unless the liability is an excluded liability

B Contract must contain a term recognising that
liability is subject to bail-in powers and
agreeing to be bound by any resulting
reduction/cancellation/conversion of the claim
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bail-in can be given effect under the foreign law
or a binding agreement with non-EU state

B Resolution authority may require legal opinion
B MREL eligible liabilities require effective term

Article 55 Bank Recovery and Resolution Directive

Entity scope

B EU banks and qualifying investment firms
M EU holding companies of those banks/firms

B EU financial institution subsidiaries of the
above

B (May be affected by national implementation)
Timing:

BRRD: EU Member States must bring rules into force
on 1 January 2015 but can delay application of Art. 55
till 1 January 2016

UK: From 19 February 2015, PRA rules apply Art. 55
to unsecured debt instruments issued by UK in-scope
entities

From 1 January 2016 , PRA/FCA rules apply Art. 55 to
all relevant contracts of UK in-scope entities

Grandfathering: liabilities issued/entered into before
Member State applies its implementing requirements
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Excluded liabilities

B EU insured deposits (up to level of cover) B EU systems designated under Settlement
B Deposits by individuals and SMEs with Finality Directive: liabilities to operator
EU or non-EU branches of EU banks and participants with remaining maturity
< 7 days

B Secured liabilities, including covered = Liabilit _
bonds (to the extent of the security) Liabilities to:
— Employees: accrued salary, pension

M Liabilities from holding client assets or _ : _
benefits (but not variable remuneration)

client money (if protected under
insolvency law) — Commercial or trade creditor for goods
or services critical to daily functioning

M Liabilities arising as a fiduciary (if _ ) _
of its operations, incl. IT, real estate

protected under insolvency law)
— Tax and social security authorities (if

M Liabilities to “institutions” (non-group) with
preferred under local law)

original maturity < 7 days
— Contributions due to EU deposit
guarantee schemes

Note: EBA draft RTS specifying the content of the required contractual term and the extent of exclusions
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