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Central Bank improsed a deadline on all banks to imple-
ment IFRS9 regulation, so as all other Tier 1 Banks re-
ceived a methodolgy help from their international HQs,
The Bank selected Analytics Bugaria and SAS in an in-
ternational bid with Big 4 consulting firms, and large in-
ternational IT cendors to help them introduce SAS IFRS9
framework. The following impacts were pressing the
Bank and triger of the project:

. Push on Equity: the increase of provisions will con-
stantly decrease the equity will make it more volatile;

«  Push on Profit: the increase of provisions will gener-
ate one-off hit on Profit. After Implementation the P/L
will become more volatile;

« Push on Available Capital: Impact on Equity will
transfer to certain extent into the Available Capital
as well;

« Push on Capital Adequacy Ratio (CAR): Impact on
available capital will push CAR down;

« Required Capital: Impact will differ depending on
the chosen approach (IRB / SA) and loan specific
details. Generally a slight increase is expected by
the industry.
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Tier-1 Bank in Bulgaria (The Bank)

The challenge

The introduction of IFRS9 regulation impacted the mac-
ro-economic variables on lifetime expected loss calcula-
tions and imposed the need of a new suite of models
separate to Basel IRB.

The following challenges were faced and had to be mit-
igated:

. Data collection — Massive amount of granular data
had to be processed, as well as data on individal
account level, forecasts and historic segmentation of
individual asset level;

« Governance — New control framework had to be set,
dealing with documentation, governance, change
control, regulatory capital forecast and model man-
agement;

Taking into considertaion the present challenges, as
well as the complex enviroment of the Bank, stricked
deadlines monitored by Central Bank, management of
an international consulting team working from multiple
internatinal locations, the Bank decided to award SAS,
Analytics Bulgaria and Juno Consulting to design, imple-
ment and support the bank during the montly IFRS9 runs.

The Solution

SAS IFRS9 Expected Credit Loss Soluton was imple-
mented successfully on time and within budget and
provided the Bank with the following benefits:

- Flexible Data Model - Unique data model for Impair-
ment

«  Collective assessment, Auditability and scalability
- The IFRS9 demands accurate calculations in an
auditable accounting process. The calculations is
performed on a loan by loan basis according

- Impairment dynamics and Impairment sensitivity -
The loan by loan calculation will allow the identifica-
tion of the several events that influence the impair-
ment dynamics with the financial characteristics of
each operation using SAS calculation engine that
provides off-the-shelf financial functions;

- Simultaion of RISK impacts - IFRS 9 demands differ-
ent scenarios as a standard process implying a need
for governance over approval of the final estimation.

- Static and Dynamic Portfolios - Forecast modelling
using SAS will provide input for projected portfolio
calculation scenarios for Stress-testing

«  SAS Expected Credit Loss Solution is an open solu-
tion provides independence to maintain and evolve
the impairment methodology over time
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