
Changes to legislation: Regulation (EU) No 575/2013 of the European Parliament and of the Council,
Article 144 is up to date with all changes known to be in force on or before 04 August 2024. There are
changes that may be brought into force at a future date. Changes that have been made appear in the

content and are referenced with annotations. (See end of Document for details) View outstanding changes

Regulation (EU) No 575/2013 of the European Parliament and of the Council of
26 June 2013 on prudential requirements for credit institutions and investment
firms and amending Regulation (EU) No 648/2012 (Text with EEA relevance)

[X1PART THREE

CAPITAL REQUIREMENTS

TITLE II

CAPITAL REQUIREMENTS FOR CREDIT RISK

CHAPTER 3

Internal Ratings Based Approach

Section 1

Permission by competent authorities to use the IRB approach

[X1 Article 144

Competent authorities' assessment of an application to use an IRB Approach

1 The competent authority shall grant permission pursuant to Article 143 for an
institution to use the IRB Approach, including to use own estimates of LGD and conversion
factors, only if the competent authority is satisfied that requirements laid down in this Chapter
are met, in particular those laid down in Section 6, and that the systems of the institution for the
management and rating of credit risk exposures are sound and implemented with integrity and,
in particular, that the institution has demonstrated to the satisfaction of the competent authority
that the following standards are met:

a the institution's rating systems provide for a meaningful assessment of obligor and
transaction characteristics, a meaningful differentiation of risk and accurate and
consistent quantitative estimates of risk;

b internal ratings and default and loss estimates used in the calculation of own funds
requirements and associated systems and processes play an essential role in the risk
management and decision-making process, and in the credit approval, internal capital
allocation and corporate governance functions of the institution;

c the institution has a credit risk control unit responsible for its rating systems that is
appropriately independent and free from undue influence;

d the institution collects and stores all relevant data to provide effective support to its
credit risk measurement and management process;

e the institution documents its rating systems and the rationale for their design and
validates its rating systems;
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f the institution has validated each rating system and each internal models approach for
equity exposures during an appropriate time period prior to the permission to use this
rating system or internal models approach to equity exposures, has assessed during
this time period whether the rating system or internal models approaches for equity
exposures are suited to the range of application of the rating system or internal models
approach for equity exposures, and has made necessary changes to these rating systems
or internal models approaches for equity exposures following from its assessment;

g the institution has calculated under the IRB Approach the own funds requirements
resulting from its risk parameters estimates and is able to submit the reporting as
required by [F1Article 430][F2of Chapter 4 of the Reporting (CRR) Part of the PRA
Rulebook];

h the institution has assigned and continues with assigning each exposure in the range
of application of a rating system to a rating grade or pool of this rating system; the
institution has assigned and continues with assigning each exposure in the range of
application of an approach for equity exposures to this internal models approach.

The requirements to use an IRB Approach, including own estimates of LGD and
conversion factors, apply also where an institution has implemented a rating system, or
model used within a rating system, that it has purchased from a third-party vendor.

2 [F3The [F4PRA may] make technical standards] to specify the assessment methodology
competent authorities shall follow in assessing the compliance of an institution with the
requirements to use the IRB Approach.
F5...]

Editorial Information
X1 Substituted by Corrigendum to Regulation (EU) No 575/2013 of the European Parliament and of the

Council of 26 June 2013 on prudential requirements for credit institutions and investment firms and
amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).
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F1 Words in Art. 144(1)(g) substituted (1.1.2022) by Financial Services Act 2021 (c. 22), s. 49(5), Sch. 4

para. 5; S.I. 2021/671, reg. 5(1)(c) (with reg. 5(2)) (as amended by S.I. 2021/1163, regs. 1(2), 2)
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Provisions) Regulations 2021 (S.I. 2021/1376), regs. 1(3), 25(17)
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F4 Words in Art. 144(2) substituted (1.1.2022) by Financial Services Act 2021 (c. 22), s. 49(5), Sch. 1
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force after IP completion day.)
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force after IP completion day.)
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– Art. 4.1(128) word substituted by S.I. 2018/1401 reg. 64(51) (This amendment
not applied to legislation.gov.uk. Reg. 64(51) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iv))

– Art. 4.1(129) words substituted by S.I. 2024/705 Sch. 2 para. 19(i)
– Art. 11(6)(a) words substituted by S.I. 2021/1078 reg. 4(5)(c) (This amendment not

applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)
– Art. 18(8)(a) words substituted by S.I. 2020/1385 reg. 74(3)(c) (This amendment not

applied to legisaltion.gov.uk. Art. 18(8) substituted (31.12.2020) by S.I. 2019/264,
regs. 1, 5(3).)

– Art. 31(1)(b) words substituted by S.I. 2018/1401 reg. 86(a) (This amendment not
applied to legislation.gov.uk. Reg. 86(a) omitted immediately before IP completion
day by virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 31(1)(b) words substituted in earlier amending provision S.I. 2018/1401, reg.
86(a) by S.I. 2020/1301 reg. 3Sch. para. 11(g) (This amendment not applied to
legislation.gov.uk. Reg. 86(a) omitted immediately before IP completion day by
virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 31(1)(c) words inserted by S.I. 2018/1401 reg. 86(b) (This amendment not
applied to legislation.gov.uk. Reg. 86(b) omitted immediately before IP completion
day by virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 78(1)(b) words substituted by S.I. 2018/1401 reg. 94(2)(a) (This amendment
not applied to legislation.gov.uk. Reg. 94(2) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(h))

– Art. 78(1)(b) words substituted by S.I. 2018/1401 reg. 94(2)(b) (This amendment
not applied to legislation.gov.uk. Reg. 94(2) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(h))

– Art. 124(4)(b) word substituted by S.I. 2018/1401 reg. 225(1)(2)reg. 225(3)(b) (This
amendment not applied to legislation.gov.uk. The words to be substituted in Art.
124(4) are not present following the substitution of Art 124 by Corrigendum to
Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26
June 2013 on prudential requirements for credit institutions and investment firms and
amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).)

– Art. 242(10)(c) and word inserted by S.I. 2024/705 Sch. 2 para. 22(b)(ii)
– Art. 244(4)(c) words substituted by S.I. 2024/705 Sch. 2 para. 23
– art. 270a(1A) inserted by S.I. 2024/705 Sch. 2 para. 25(b)
– Art. 325(3)(a) word omitted by S.I. 2018/1401 reg. 157 (This amendment not

applied to elgislation.gov.uk. The words to be omitted are not present in Art. 325(3)
(a))

– Art. 450(1)(d) words substituted by 2021 c. 22 Sch. 1 para. 41 (This amendment not
applied to legislation.gov.uk. Pt. 8 omitted (1.1.2022) by virtue of S.I. 2021/1078,
regs. 1(1), 10 (as substituted by S.I. 2021/1376, regs. 1(2), 32(4)))

– Art. 456(1)(h)(i) omitted by S.I. 2021/1078 reg. 11(2)(a)(iv) (This amendment not
applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)

– Art. 459(b) omitted by S.I. 2021/1078 reg. 11(5)(a) (This amendment not applied to
legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)

– Art. 459(c) words substituted by S.I. 2021/1078 reg. 11(5)(b) (This amendment not
applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)
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