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Introduction 

Instruction for determining minimum requirement for bank own funds and eligible liabilities has been 

adopted pursuant to Article 250, Paragraph 5 of the Banking Law of Republika Srpska (“Official Gazette of 

Republika Srpska”, No.: 4/17, 19/18 and 54/19), Article 22, Paragraph 1, Item f) of the Law on the Banking 

Agency of Republika Srpska (“Official Gazette of Republika Srpska”, No.: 59/13 and 4/17), Article 6, 

Paragraph 1, Item b) and Article 22, Paragraph 4, Item m) of the Statute of the Banking Agency of 

Republika Srpska (“Official Gazette of Republika Srpska”, No.: 63/17) and Article 3, Paragraph 2 and 3 of 

the Decision on minimum requirement for bank own funds and eligible liabilities (“Official Gazette of 

Republika Srpska”, No.: 20/18). 

1. General provisions 
1) This Instruction shall stipulate the manner of determining minimum requirement for bank own 

funds and eligible liabilities, in accordance with the provisions of the Decision on minimum requirement 

for bank own funds and eligible liabilities (“Official Gazette of Republika Srpska”, No.: 20/18) (hereinafter: 

the Decision). 

2) Minimum requirement for bank own funds and eligible liabilities (hereinafter: MREL requirement) 

represents a minimum amount of own funds and eligible liabilities which ensures the bank’s capacity to 

absorb a certain amount of loss and, depending on the resolution strategy, to be recapitalized with an 

amount sufficient for implementing preferred resolution strategy, all in order to achieve resolution 

objectives. 

3) MREL requirement shall be calculated as a ratio of the sum of own funds and eligible liabilities of 

the bank, expressed as a percentage, with the sum of own funds and total liabilities of the bank.  

4) The Banking Agency of Republika Srpska (hereinafter: Agency) shall determine on a bank-by-bank 

basis a separate MREL requirement which the bank is obliged to continuously meet on an individual basis, 

i.e. consolidated basis, if so ordered.  

5) MREL requirement shall be determined in accordance with the provisions of the Banking Law of 

Republika Srpska (“Official Gazette of Republika Srpska”, No.: 4/17, 19/18 and 54/19) (hereinafter: the 

Law) and the provisions of the Decision, and in accordance with this Instruction which in more detail 

elaborates the Agency’s activities in determining MREL requirement. 

 

2. Structure and amount of minimum requirement for own funds and eligible liabilities 

 
1) When determining total required MREL requirement, the following shall be determined 

separately: the amount required in order to ensure loss absorption (hereinafter: loss absorption amount), 

and, when necessary, the amount required for the bank to re-establish own funds adequacy ratio at the 

level which would facilitate its further unhindered business operations and maintaining sufficient trust in 

the bank at the financial market, i.e. for ensuring continuity of critical functions, all in accordance with 

preferred resolution strategy (hereinafter: recapitalization amount).  

2) Starting basis for determining the loss absorption amount shall be capital requirements currently 

being applied to the bank, with the possibility of determining the amount which is higher or lower than 

regular capital requirements based on the Agency’s assessment.   

3) Recapitalization amount is equal to the amount required for fulfilment of applicable capital 

requirements, stipulated by the Law, after the implementation of preferred resolution strategy, and for 

the purpose of maintaining trust in the bank at the financial market.  
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4) The amount of MREL requirement is directly related to selected resolution strategy and selected 

instrument, i.e. resolution instrument, which are planned to be applied when implementing resolution 

procedure of a certain bank.  

5) The bank for which the resolution strategy of continuation of business operations of an entire 

bank by the application of bail-in instrument is selected, except adequate amount for coverage of 

expected losses in resolution procedure, must also constantly maintain an appropriate amount which shall 

facilitate re-establishment of the bank own funds adequacy ratio at the level which is sufficient for 

maintaining capital requirements stipulated by the Law, but also for preserving sufficient trust in the bank 

at the financial market after the resolution.  

6) In case of banks for which the resolution strategy of preserving critical functions by transfer of 

those functions to another bank or a bridge bank is selected, the recapitalization amount must be 

sufficient only for the coverage of increased capital requirements of a receiver of a portion of assets and 

liabilities of the bank under resolution procedure, which arise from the assumed portion of assets.  

7) Banks for which, in the course of resolution feasibility assessment, it is determined that the 

liquidation or bankruptcy is justified and feasible, MREL requirement shall comprise only of the loss 

absorption amount.  

 

3. Determining loss absorption amount 

 
1) When determining loss absorption amount, the Agency starts from the current total capital 

requirements which are being applied to the bank in accordance with Article 37 of the Law, and Article 34 

and 37 of the Decision on calculating capital in banks.  

2) The Agency shall not implement additional adjustments when determining loss absorption 

amount. 

3) The total amount of the bank’s risk exposure on an individual basis is being applied for 

determining loss absorption amount.  

4) Loss absorption amount represents a sum of the total bank’s risk exposure and capital 

requirements for the bank (the sum of amount of required capital for meeting minimum own funds ratio 

and additional capital requirements), and the above mentioned is determined in the following manner:  

 

 

 

5) In case the loss absorption amount, calculated in a manner as defined in the previous Sub-item, 

is lower than the amount required to meet the leverage requirement, the amount of leverage 

requirement is being applied as the loss absorption amount.  
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4. Determining recapitalization amount 

 
1) When determining recapitalization amount, the Agency starts from the current total capital 

requirements which are being applied to the bank in accordance with Article 37 of the Law, and Article 34 

and 37 of the Decision on calculating capital in banks.  

2) Recapitalization amount also includes the amount required to preserve trust in the bank at the 

financial market after resolution procedure has been implemented, whose standard amount is equal to 

the combined buffer requirement.  

3) Determining the total risk exposure amount, as a variable for determining recapitalization 

amount, shall depend on preferred resolution strategy and resolution instruments, which are being 

planned to implement when applying resolution procedure to a certain bank, in particular: 

1. When applying bail-in instrument, in determining recapitalization amount the total amount of the 

bank’s risk exposure shall be applied on an individual basis.  

2. When applying the instrument of transfer of portion of assets or liabilities to the bank buyer or to 

the bridge bank, in determining recapitalization amount, an estimated risk exposure of the 

portion of assets that is a subject of transfer shall be applied.  

4) In case of banks for which it is determined that the liquidation or bankruptcy is justified and 

feasible, the recapitalization amount is equal to zero. 

5) Recapitalization amount shall be determined as follows:  

 

 

5. Adjustments to the recapilatization amount 

 
1) The Agency shall adjust required recapitalization amount in two segments: in the part related to 

additional capital requirements and in the part of the amount of total bank’s risk exposure after the 

resolution procedure has been implemented.  

2) In the part related to additional capital requirements, it can be assumed that expected general 

risk profile of the bank after the resolution procedure has been implemented shall be lower, hence from 

this aspect the Agency may reduce imposed additional capital requirements by maximum 50% when 

determining required recapitalization amount.  

3) In the part related to the total amount of bank’s risk exposure after the resolution procedure has 

been implemented, and depending on the risk profile of the bank, the Agency shall reduce the total 

amount of risk exposure by the total loss absorption amount, which cannot be higher than 8% of the 

bank’s total assets, having in mind that the bank’s total asset is at a lower level when it is obvious that the 
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resolution procedure shall be initiated against the bank. Given the above mentioned, when determining 

recapitalization amount, capital requirements are being calculated in relation to the total risk exposure 

amount reduced by the loss absorption amount, which cannot be higher than 8% of the bank’s total assets. 

 

6. MREL requirement for a banking group 

 
1) The Agency shall determine MREL requirement for a banking group which the Agency supervises 

on a consolidated basis.  

2) MREL requirement at the level of a banking group shall be determined as described in Items 3, 4, 

and 5 of this Instruction. 

3) Exempt from Item 3, Sub-item 2, for determining the loss absorption amount, the total amount 

of risk exposure on a consolidated basis shall be applied.  

4) Exempt from Item 4, Sub-item 3, Indent 1, for determining the recapitalization amount, the total 

amount of risk exposure on a consolidated basis shall be applied, but only to those group members for 

which liquidation or bankruptcy is not justified or feasible.  

5) Parent bank within the banking group shall be obliged to, apart from maintaining MREL 

requirement on an individual basis, also maintain MREL requirement on a consolidated basis for the 

banking group.   

 

7. Total assessment of MREL requirement 

 
1) Combined MREL requirement is comprised of the sum of loss absorption amount and 

recapitalization amount. 

 

Combined MREL requirement   =   Loss absorption amount    +   Recapitalization amount    

 

2)  The Agency may increase the combined MREL requirement, if during the resolution planning it 

determines that it is justified that some MREL eligible liabilities will be excluded from the write-off or 

conversion, if this exclusion is justified by at least one of the resolution objectives (e.g. maintaining critical 

functions or avoiding greater detrimental effects on financial stability, etc.). 

3)  The Agency will not reduce the combined MREL requirement based on the possible contribution 

from the Deposit Insurance Fund. 

4) When determining MREL requirement, subordinated debt and other liabilities already recognized 

in own funds shall be excluded from qualifying eligible liabilities and total liabilities, and liabilities on the 

basis of derivates shall be included in a net amount, since contracted right of the counterparty to perform 

netting is fully recognized.  

 

8. Eligible instruments to implement MREL requirement  

 
1) MREL requirement is being fulfilled by means of own funds instruments and eligible liabilities as 

defined by Article 249 of the Law and Article 2 of the Decision (qualifying eligible liabilities).  

2) MREL requirement of the bank on an individual basis is being fulfilled by means of own funds and 

qualifying eligible liabilities of the bank on an individual basis. 
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3) MREL requirement for a banking group is being fulfilled by means of consolidated own funds of 

the banking group, and qualifying eligible liabilities of the parent bank of the banking group on a 

consolidated basis.  

 

9. Implementing MREL requirement by subordinated debt 

 
1) The Agency may order for the MREL requirement on and individual or consolidated basis to be 

fully or partially fulfilled by means of subordinated debt.  

2) The Agency may request from the bank a full or partial fulfilment of MREL requirement by means 

of subordinated debt if it assesses that there is a risk reflected in the fact that the need for qualifying 

eligible liabilities, which meet conditions for inclusion in MREL, and which are not excluded from the loss 

absorption and recapitalization, would lead to the violation of principles that no creditor in the resolution 

procedure should suffer greater losses than it would suffer if liquidation or bankruptcy procedure was 

initiated over the bank.  

3) The Agency may request from the bank a full or partial fulfilment of MREL requirement by means 

of subordinated debt if it assesses that there are significant obstacles for the bank resolution procedure, 

which endanger the feasibility of selected resolution strategy, and which could be eliminated by means 

of subordinated debt.  

 

10. Deadline for MREL requirement implementation 

 
1) After performed inspection and compiled Minutes on calculating minimum requirement for own 

funds and eligible liabilities, the amount of required MREL requirement for the bank shall be determined 

by a separate ruling and delivered to the bank thereof.  

2) After the Agency determines required amount of MREL requirement, it may determine a 

transitional period in which an individual bank or a banking group is obliged to fulfil MREL requirement. 

Transitional period should be as short as possible, but may not be longer than 4 years. Within the 

transitional period, the Agency shall determine for the bank planned amounts of MREL requirement on 

an annual basis.  

3) A final deadline for the bank to fulfil MREL requirement, and the planned amount of MREL 

requirement for each 12-month period represent an integral part of the ruling on the amount of required 

MREL requirement referred to in Item 10, Sub-item 2.  

4) The amount of required MREL requirement shall be regularly revised and updated when 

necessary, at least within a regular resolution planning. 

5) Information on the amount of MREL requirement shall be delivered to the bank in the form of 

short overviews of key elements of the resolution plan, in accordance with Article 224, Paragraph 4 of the 

Law. 

 

12. Transitional and final provisions 

 
1) This Instruction repeals the Instruction for determining the minimum requirement for own funds 

and eligible liabilities of a bank ("Official Gazette of Republika Srpska", No. 18/20). 
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2) This Instruction shall come into force on the 8th day following its publication in the “Official 

Gazette of Republika Srpsk”. 

 

Number: D-10/22        Acting Deputy Director 

Date: 4 April, 2022       __________________________ 

                                  Srđan Šuput 

               

 

           


