Changes to legislation: Regulation (EU) No 575/2013 of the European Parliament and of the Council,
Article 501a is up to date with all changes known to be in force on or before 01 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)

[Y"PART TEN

TRANSITIONAL PROVISIONS, REPORTS, REVIEWS AND AMENDMENTS

TITLE I

TRANSITIONAL PROVISIONS

CHAPTER 4

Large exposures, own funds requirements, leverage and the Basel I Floor

X[ Article 501a

Adjustment to own funds requirements for credit risk for exposures
to entities that operate or finance physical structures or facilities,
systems and networks that provide or support essential public services

Own funds requirements for credit risk calculated in accordance with Title II of Part I11
§hiall be multiplied by a factor of 0,75, provided that the exposure complies with all the following
criteria:
a the exposure is included either in the corporate exposure class or in the specialised
lending exposures class, with the exclusion of exposures in default;
b the exposure is to an entity which was created specifically to finance or operate physical
structures or facilities, systems and networks that provide or support essential public
services;

¢ the source of repayment of the obligation is represented for not less than two thirds
of its amount by the income generated by the assets being financed, rather than the
independent capacity of a broader commercial enterprise, or by subsidies, grants or
funding provided by one or more of the entities listed in points (b)(i) and (b)(ii) of
paragraph 2;

d the obligor can meet its financial obligations even under severely stressed conditions
that are relevant for the risk of the project;

e the cash flows that the obligor generates are predictable and cover all future loan
repayments during the duration of the loan;

f the re-financing risk of the exposure is low or adequately mitigated, taking into account
any subsidies, grants or funding provided by one or more of the entities listed in points
(b)(1) and (b)(ii) of paragraph 2;

g the contractual arrangements provide lenders with a high degree of protection including
the following:
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(1)

(ii)

(iif)

(iv)

V)

(vi)

(vii)

where the revenues of the obligor are not funded by payments from a large
number of users, the contractual arrangements shall include provisions that
effectively protect lenders against losses resulting from the termination of the
project by the party which agrees to purchase the goods or services provided
by the obligor;

the obligor has sufficient reserve funds fully funded in cash or other financial
arrangements with highly rated guarantors to cover the contingency funding
and working capital requirements over the lifetime of the assets referred to in
point (b) of this paragraph;

the lenders have a substantial degree of control over the assets and the income
generated by the obligor;

the lenders have the benefit of security to the extent permitted by applicable
law in assets and contracts critical to the infrastructure business or have
alternative mechanisms in place to secure their position;

equity is pledged to lenders such that they are able to take control of the entity
upon default;

the use of net operating cash flows after mandatory payments from the project
for purposes other than servicing debt obligations is restricted;

there are contractual restrictions on the ability of the obligor to perform
activities that may be detrimental to lenders, including the restriction that new
debt cannot be issued without the consent of existing debt providers;

the obligation is senior to all other claims other than statutory claims and claims from
derivatives counterparties;

where the obligor is in the construction phase, the following criteria shall be fulfilled
by the equity investor, or where there is more than one equity investor, the following
criteria shall be fulfilled by a group of equity investors as a whole:

(1)

(ii)

(iif)

the equity investors have a history of successfully overseeing infrastructure
projects, the financial strength and the relevant expertise;

the equity investors have a low risk of default, or there is a low risk of material
losses for the obligor as a result of their default;

there are adequate mechanisms in place to align the interest of the equity
investors with the interests of lenders;

the obligor has adequate safeguards to ensure completion of the project according
to the agreed specification, budget or completion date; including strong completion
guarantees or the involvement of an experienced constructor and adequate contract
provisions for liquidated damages;

where operating risks are material, they are properly managed;
the obligor uses tested technology and design;

all necessary permits and authorisations have been obtained;
the obligor uses derivatives only for risk-mitigation purposes;

the obligor has carried out an assessment whether the assets being financed contribute
to the following environmental objectives:

(1)

climate change mitigation;
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(i1) climate change adaptation;
(iii) sustainable use and protection of water and marine resources;
(iv) transition to a circular economy, waste prevention and recycling;
V) pollution prevention and control;
(vi) protection of healthy ecosystems.
2 For the purposes of point (¢) of paragraph 1, the cash flows generated shall not

be considered predictable unless a substantial part of the revenues satisfies the following

conditions:

a one of the following criteria is met:

(1)

(ii)
(iii)
(iv)

the revenues are availability-based;
the revenues are subject to a rate-of-return regulation;
the revenues are subject to a take-or-pay contract;

the level of output or the usage and the price shall independently meet one
of the following criteria:

— it is regulated,
— it is contractually fixed,
— it is sufficiently predictable as a result of low demand risk;

b where the revenues of the obligor are not funded by payments from a large number of
users, the party which agrees to purchase the goods or services provided by the obligor
shall be one of the following:

) a central bank, a central government, a regional government or a local
authority, provided that they are assigned a risk weight of 0 % in accordance
with Articles 114 and 115 or are assigned an ECAI rating with a credit quality
step of at least 3;

(i1) a public sector entity, provided that it is assigned a risk weight of 20 % or
below in accordance with Article 116 or is assigned an ECAI rating with a
credit quality step of at least 3;

(ii1) a multilateral development bank referred to in Article 117(2);

(iv) an international organisation referred to in Article 118;

v) a corporate entity which has been assigned an ECAI rating with a credit
quality step of at least 3;

(vi) an entity that is replaceable without a significant change in the level and
timing of revenues.

3 Institutions shall report to competent authorities every six months on the total amount
of exposures to infrastructure project entities calculated in accordance with paragraph 1 of this
Article.]
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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).

Textual Amendments

F1  Inserted by Regulation (EU) 2019/876 of the European Parliament and of the Council of 20 May 2019
amending Regulation (EU) No 575/2013 as regards the leverage ratio, the net stable funding ratio,
requirements for own funds and eligible liabilities, counterparty credit risk, market risk, exposures to
central counterparties, exposures to collective investment undertakings, large exposures, reporting and
disclosure requirements, and Regulation (EU) No 648/2012 (Text with EEA relevance).

F2  Art. 501a(4)(5) omitted (31.12.2020) by virtue of The Capital Requirements (Amendment) (EU Exit)
Regulations 2019 (S.1. 2019/1232), regs. 1(3), 79 (as amended by S.I. 2020/1385, regs. 1(4), 65(3))
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Changes and effects yet to be applied to :

= Art. 501a omitted by S.I. 2019/1232 reg. 79 (This amendment not applied to
legislation.gov.uk. Reg. 79 amended immediately before IP completion day by S.I.
2020/1385, regs. 1(4), 65(2)(e))

= Art. 501a omitted by S.I. 2019/1232 reg. 79 (This amendment not applied to
legislation.gov.uk. Reg. 79 amended immediately before IP completion day by S.I.
2020/1385, regs. 1(4), 65(2)(e))

Changes and effects yet to be applied to the whole legislation item and associated
provisions

- Pt. 3 Title 1 Ch. 1 SECTION 2 A 95 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

- Pt. 3 Title 1 Ch. 1 SECTION 2 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

- Pt. 3 Title 1 Ch. 1 SECTION 2 A 98 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

- Pt. 3 Title 1 Ch. 1 SECTION 2 A 96 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

- Pt. 3 Title 1 Ch. 1 SECTION 2 A 97 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

— Art. 4.1(7) words omitted by S.I. 2018/1401 reg. 64(7)(b) (This amendment not
applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(1))

— Art. 4.1(7) words substituted by S.I. 2018/1401 reg. 64(7)(a) (This amendment
not applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(1))

— Art. 4.1(7) words substituted by S.I. 2018/1401 reg. 64(7)(c) (This amendment
not applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(1))

— Art. 4.1(13) words substituted by S.I. 2024/705 Sch. 2 para. 19(a)

— Art. 4.1(14) words substituted by S.I. 2024/705 Sch. 2 para. 19(b)

— Art. 4.1(14a) words substituted by S.I. 2024/705 Sch. 2 para. 19(c)

— Art. 4.1(26) words inserted by S.I. 2018/1401 reg. 64(20)(a) (This amendment
not applied to legislation.gov.uk. Reg. 64(20) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(ii))

— Art. 4.1(26) words substituted by S.I. 2018/1401 reg. 64(20)(d) (This amendment
not applied to legislation.gov.uk. Reg. 64(20) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(ii))

— Art. 4.1(28) words substituted by S.I. 2018/1401 reg. 64(23)(a) (This amendment
not applied to legislation.gov.uk. Reg. 64(23) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iii))
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2019/1232, regs. 1(2), 3(3)(c)(iii))

Art. 4.1(28) words substituted by S.I. 2018/1401 reg. 64(23)(c) (This amendment
not applied to legislation.gov.uk. Reg. 64(23) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iii))

Art. 4.1(61) words substituted by S.I. 2024/705 Sch. 2 para. 19(d)
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2019/1232, regs. 1(2), 3(3)(c)(iv))
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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)
(2))

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,
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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)
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