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General comments
AIFIRM - the Italian Association of Financial Industry Risk Managers - welcomes the opportunity of commenting on the consultation paper. 
We share the belief that good governance is key for banks to take the right decisions and the new draft Guide on governance and risk 
culture is particularly effective in specifying how the CRO may usefully contribute to better decision-making and therefore in supporting an 
even more active stance. From our perspective there are a number of minor areas of improvement and further specification which are 
analytically provided in the template.
In a more generale perspective it could be also valuable:
• to introduce a glossary to better define the scope of certain concepts  
• to enrich best practices with examples (although not exhaustive and subject to change) to better the implementation of the Guide
• to provide examples of KPIs and KRIs useful for drafting a risk culture dashboard
• a definition of the scope and the audience of internal communication as far as a culture risk dashboard is concerned 
• a definition of the scope and the audience of external communication as far as an eventual corporate culture report is concerned.
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1
2 Governance and 
risk culture: 
Importance for banks

2,1 6 Amendment

"In line with the EU legal framework, banks are required to have robust governance arrangements, including a 
clear organisational structure with well defined, transparent and consistent lines of responsibility, effective risk 
management processes, control mechanisms and gender-neutral remuneration policies." Key factor missing, i.e. 
"data governance" "information system", recovery planning framework. "
Rewording: "In line with the EU legal framework, banks are required to have robust governance arrangements, 
including a clear organisational structure with well defined, transparent and consistent lines of responsibility, 
effective risk management processes, control mechanisms and gender-neutral remuneration policies, recovery 
planning framework, as well as a strong and effective data governance and information system."

To include a fundamental Pillar of the Single Resolution 
Framework and the quality of the data system underlying 
decision-making process, as an important block of the 
governance framework.

, Publish

2
2 Governance and 
risk culture: 
Importance for banks

2,1 6 Amendment

"In the view of the ECB, the internal governance framework reflects the functions responsible for taking and 
managing risks and ensures that issues are properly managed, monitored, mitigated, escalated and reflected in 
the bank’s strategic plans and its risk appetite framework (RAF) ." 
Rewording: "In the view of the ECB, the internal governance framework reflects the functions responsible for 
taking and managing risks and ensures that issues are properly identified, measured, managed, monitored, 
mitigated, escalated and reflected in the bank’s strategic plans and its risk appetite framework (RAF) and other 
governance risk tool (recovery and resolution plan), as well as ICAAP/ILAAP." 

To fully describe the risk management process including 
appropriate identification and quantitative or qualitative 
mesurement of risks. 

To integrate and enhancethe risk identification component-
phase within the internal governance framework. 
Identification and assesmente are consistent with p.16 
(3rd paragrafh) and p. 48 (2nd paragraph) wording. See 
also COMMENT N. 7.

To get a comprehensive overview of risk governance 
tools.

, Publish

3
2 Governance and 
risk culture: 
Importance for banks

2,1 6 Amendment

New sentence in 2.1.1: In addition, governance concerns formal aspects of risk culture, such as bank 
organisational structure and the procedures, control frameworks and policies that are in place (see 
Section 2.1.1), while behavioural and cultural patterns regard decision-making, leadership and 
communication styles in both normal and crisis situation.

The recovery and resolution framework has introduced new tasks for the risk management function, requiring 
new skills that must feed the more general risk culture in order to efficiently build and plan technical tools 
(recovery plan, contingency liquidity plan), procedures (issuance of MREL eligible instruments) and other 
activities useful for the prevention and management bank crisis. 

To underline the concept of crisis risk culture, in 
accordance with a holistic approach, aimed at combining 
the supervisory and management perspectives. If shared, 
the concept could be recalled elsewhere in the Guide.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,1 7 Amendment

It could be helpful to define the difference between behavioural and cultural patterns, by splitting them. 
"From the perspective of ECB Banking Supervision, risk culture relates to a bank’s governance and to 
behavioural and cultural patterns ".
Rewording: "From the perspective of ECB Banking Supervision, risk culture relates to a bank’s governance and 
to behavioural and cultural patterns, relating respectively to short and long term horizon". 

To help a depeer understandanding of both the distinction 
and interaction between behavioural and cultural patterns 
(short and long term).

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,1 7 Clarification

It could be helpful to define the difference between behavioural and cultural patterns, by splitting them, in the 
wording (see previuos comment) and in Figure 1.
According to the draft, decision-making, leadership and communication styles are first defined as behavioural 
and cultural patterns, then as  behavioural patterns. 
Figure 1 (in the right side of the green box) could consider a split of behavioural and cultural; cultural drivers 
(group dynamics and mindset) could be consider apart and be integrated with other cultural drivers (like, e.g., 
bank values, beliefs, attitudes, hystorical background, management style as hierarchical or participatory), 
clarifying that cultural models are frameworks that shape, define, influence cultural risk and, therefore, 
behavioural pattern. At the same time behaviors reshape, in the long term. together with external regulatory 
constraints, cultural models and risk culture.

To specify the concept of risk culture and to mitigate 
misunderstanding and avoid concept overlapping.
To spread risk culture amongst supervised entities and 
along the single bank (from top management to executive 
lines), by setting a standard (or common) risk language 
(i.e. lexicon easy to understand)
To specify interaction between behaviour (short term) and 
culture (long term).

, Publish
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6
2 Governance and 
risk culture: 
Importance for banks

2,1 8, 12 Amendment

"including a speak up culture to create a safe environment in which concerns can be raised, and quality of 
debate, facilitating the decision making process ".
Rewording: "including a speak up culture to create a safe environment in which concerns can be raised, and 
quality of debate, facilitating the decision making process and an "active listening culture" to avoid one-way 
communication only".
Figure 2 "Map of Risk culture componets" could include active listening, ESG attention, digital trasformation, 
bank's ethical values. 

To stress the proactive role in disseminating the risk 
culture by  Heads of Control Functios (especially CRO) 
and to contrast disengagement. See also COMMENT N. 
18 and COMMENT N. 31.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,1 8 Amendment

"Accountability for risks is in place in the form of assigning clear responsibilities for taking, monitoring, managing 
and mitigating financial and non financial risks, including emerging risks, as well as a clear definition of the role 
of control functions."
Rewording:" Accountability for risks is in place in the form of assigning clear responsibilities for identifying, 
measuring, taking, monitoring, managing and mitigating financial and non financial risks, including emerging 
risks , as well as a clear definition of the role of control functions".

Tu fully describe the responsibility set. It includes  
adequate identification and correct (quantitive or 
qualitative) measurement of risks.  The proposed 
formulation is consistent with p.16 (3rd paragrafh) and p. 
48 (2nd paragraph). See also COMMENT N. 2.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2, 1 9 Amendment
"These incentives need to be considered in connection with a bank’s strategic objectives and its RAF. "
Rewording: "These incentives need to be established in connection with a bank’s strategic objectives and its 
RAF."

To have more effective impact, since the incentives have 
to be set. Therefore the rewording with "established" or a 
synonim could be helfulp.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,1 9 Amendment

"The ECB also expects banks to apply a consequence management framework for misconduct, including a 
disciplinary process and a sanctions regime ". 
This text is at the end of the "Incentives" paragraph (bullet 4), but it could be more suitable at the end of 
"Accoutability for risk" paragraph (bullet 3).

To state the consequence management framework as a 
part of the accoutability framework. 
If this aspect is relevant the SREP Process,it could be 
useful to esplicit it.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,1 9 Clarification

"In this context, a bank’s financial incentives should not be too closely linked to its short term profitability but 
should also reflect on risk related criteria to align risk taking behaviour with the institution’s long term interests ". 
It could be helpful to specify, may be by means of a footnote, what kind of instruments (like long term MBO 
plans), KPIs (capital, financial, economic, ESG) and holding period (eg. 3 years) may be considered.

To provide  a depeer understanding of ECB expectations 
on long term incentives, by helping supervised entities to 
design MBO system strctly linked to RAF.

, Publish

11
2 Governance and 
risk culture: 
Importance for banks

2,1 9-10 Amendment

It could be useful to add a specific fifth dimension to the stated foour. The dimension could be addressed as 
Proper integration of the risk dimensions in all strategic and business processes.

A robust risk culture requires embedding risk considerations at every level of decision-making, operations, and 
strategy. By integrating risk management  into strategic planning, product development, investment decisions, 
and day-to-day activities, organizations can shift risk management from a reactive, compliance-driven task to a 
proactive part of banks DNA. This promotes sustainable growth and ensures risks are managed holistically, 
considering the interdependencies between various business functions.
The proposal appears consistent with the overarching goal of fostering a resilient, forward-thinking risk culture 
where every strategic and operational decision is made with a full understanding of potential risks.

To enhance the Risk Culture Dimensions with a new 
dimension.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,2 10 Clarification

Please compare point 2 of the first pargraph "Strong governance frameworks and risk culture are essential for 
all banks, irrespective of their governance structure "  and the last sentence of the same paragraph "The Guide 
respects the principle of proportionality " . 

The two sentences could seem contradictory or inconsistent. The first one seems to exclude the recurrence of 
proportionality, while the second one explicitly invokes it. As far as risk culture is concerned, it could be useful to 
consider whether the application of a principle of proportionality is properly feasible, especially if the Guide has 
to be regarded as a minimum standard. This interpretazion seems to be consistent with EBA statement: the size 
or systemic importance of an institution may not, by itself, be indicative of the extent to which an institution is 
exposed to risks. 

To clarify the relevance of the porportionality principle and 
to define it,  if the Guide has to be regarded as a set of 
minimum requirements to be met in any case.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 11 Amendment

"Effective tools should be in place for banks to mitigate their culture risk, i.e. the risk of a misalignment between 
the bank’s stated values and the actions of member of its management body, and the behaviour of its 
employees ". 

It could be helpful to include, as a preliminary activity, a comprehensive risk culture assessment tool to 
evualuate the risk culture as a first step. A Gap analysis, where available, would reduce deficiencies and further 
best practices.  A survey on the four risk culture dimensions and on the correlated risk drivers could  be used for 
self assessment. An internal scoring could help to monitor (for comparability with further processing) culture risk 
evolution. A benckmark analysis, if available, would help to find and reduce gaps. In a strong change culture risk 
scenario (like e.g. in a M&A, crisis context ) a catalogue of measures and a definition of an action plan could be 
implemented to target expected risk levels.

To facilitate the understanding and monitoring culture risk. , Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 11,12 Amendment

"Effective tools should be in place for banks to mitigate their culture risk, i.e. the risk of a misalignment between 
the bank’s stated values and the actions of member of its management body, and the behaviour of its 
employees. It is recommended that findings, from the ongoing monitoring of how such culture is implemented, 
are reported to, and discussed by the management body and its relevant committees. " 
Rewording:  "Effective tools should be in place for banks to mitigate their culture risk, i.e. the risk of a 
misalignment between the bank’s stated values and the actions of member of its management body, and the 
behaviour of its employees. As an example, banks might carry out periodic assessments or internal 
surveys across the risk culture dimensions and, when necessary, take actions in case of shortfalls. 
Moreover, banks should periodically measure their profile in terms of risk culture in order to early 
identify any misalignment / undesired trend, e.g. by identifying and monitoring a set of indicators or 
variables linked to risk culture dimensions.  It is recommended that findings, from the ongoing monitoring of 
how such culture is implemented, are reported to, and discussed by the management body and its relevant 
committees".

Hints on the expectation on the periodic measurement and monitoring of risk culture could be helpful in early 
identification of critical issues. The  suggested amendment could be further elaborated and put in connection 
with Table 1. 

To ease the measurement and monitoring of risk culture.
To allow the early identification of the red flags such as 
those reported under Table 1.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 11 Clarification

“It is expected that banks define their culture and values and draw up a code of conduct. It is also expected that 
banks are able to monitor and measure adherence to that culture. The ECB recommends that banks regularly 
discuss the bank’s culture at management body level, as well as its implementation across the bank. Effective 
tools should be in place for banks to mitigate their culture risk, i.e. the risk of a misalignment between the bank’s 
stated values and the actions of members of its management body, and the behaviour of its employees. It is 
recommended that findings, from the ongoing monitoring of how such culture is implemented, are reported to, 
and discussed by the management body and its relevant committees. ”

It could be worth clarifying which tools banks should put in place in order to measure – concretely and effectively 
- the misalignment between 
(i) the bank’s stated values and the actions of members of its management body, and
(ii) the behaviour of its employees taking into consideration whether the level of the engagement of the 
employee in risk discussions and/or the frequency and effectiveness of risk-related training programs could be 
considered as effective measure to fill the gap of the misalignment, or not. 
Alternatively, it could be worth clarifying if banks should take into consideration more “traditional” KPIs like the 
rate of risk-related incidents reported and if bank should put in place processes like whistleblowing to report 
potential risks. 

It could also be useful to specify the role of the Board' s internal committees (in particular Risk and Control 
Committee) in defining cultural models, risk culture, tools, methods of dissemination and monitoring risk and 
crisis risk culture.

To provide specific suggestions of best practices or 
principles, by enhancing significantly the the deployment 
of Guide.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 10-11 Clarification

Sub-chapter 2.3 is dedicated to "risk culture " while its paragraphs (including Figure 2) refer multiple times to a 
broader concept of "culture ". 
It could be useful to include a definition of the difference between these two concepts: corporate culture vs. risk 
culture.

To strengthen the overall clarity of the section. , Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 11 Amendment

There could be a significant overlap bewteen a dedicated risk-culture mitigation tool and existing tools that 
banks may already have in place (e.g. reputational risk dashboards, conduct risk management tools), driving 
unwanted consequences both in terms of organizational impacts and in terms of internal reporting effectiveness. 
This risk, relevant to all banks regardless their dimension, could be of particular importace for small and medium-
sized banks. The suggested rewording could help in setting a more broader and more adaptable principle, giving 
the opportunity of individual declination.

"Effective tools should be in place for banks to mitigate their culture risk, i.e. the risk of a misalignment between 
the bank’s stated values and the actions of member of its management body, and the behaviour of its 
employees. It is recommended that findings, from the ongoing monitoring of how such culture is implemented, 
are reported to, and discussed by the management body and its relevant committees ."
Rewording: "Non-financial risk management tools put in place by  banks to manage their overall risk 
profile should also  mitigate culture risk, i.e. the risk of a misalignment between the bank’s stated values and 
the actions of member of its management body, and the behaviour of its employees. If detected,  it is 
recommended that risk culture areas of improvement are reported to, and discussed by the management 
body and its relevant committees".

To strengthen the overall practical implementation of tools 
devoted to culture risk .

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 12 Amendment

It could be beneficial to emphasize the importance of Bottom-Up effective communication. 
In the paragraph immediately after the figure, the psychological aspect of the fear/difficulty of bottom-up 
communication seems to prevail. However, there is also an issue concerning the effectiveness of 
communication from internal control functions to the management body. Generally, control functions aim to 
inform but do not necessarily communicate effectively. The difference between ‘informing’ and ‘communicating 
effectively’ lies iin the underlying goal. Information focuses primarily on the one-way transmission of data or 
knowledge, while communication encompasses intellectual engagement and often involves a response or a 
deeper understanding as far as the audience is concerned (active listening). Communication, therefore, is a 
broader and more dynamic process that goes beyond the mere transmission of facts or data. The Guide has 
many references to "effective communication", encompassing both Top-Down and Bottom-Up flows.

To enhance the role of effective comunication and 
challenge in risk culture components  (culture risk 
dashboard). See also COMMENT N. 6 and COMMENT 
N. 31.

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 12 Clarification

Pag. 12: “The ECB expects that banks facilitate a culture of effective communication and challenge at all levels, 
from the management body and senior management to the staff, to strengthen the ability to openly and 
constructively challenge decisions. It also expects that banks encourage a culture in which all staff are able to 
speak up and report mistakes and have in place the necessary processes and policies to facilitate this.”

We fully support the ECB expectations reported above even though, in some environments, they represent a 
radical cultural and behavioral change because the setting up of a “culture in which all staff are able to speak up 
and report mistakes” means that the possibility to be wrong is admitted and publicly recognized. While errors 
should always be effectively and timely intercepted by both the first level of controls and by the three control 
functions, introducing - and nurturing - a culture of the “lessons learnt” beginning from an environment that might 
be of “zero tolerance” may take some years. To that extent, a clarification on the expectations and of the 
expected elapsed time needed to shift towards the new culture - and the related processes, policies and tools - 
is welcome.

To clarify the future phase-in scenario. , Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 12 Amendment

The ECB’s recommendation for banks to regularly discuss their culture at the management body level and 
implement effective tools to mitigate culture risk is an important step towards aligning the actions of internal 
stakeholders with the bank’s stated values. However, it is equally relevant to extend the scope of this guidance 
beyond internal actors, such as employees and management, to include third-party providers and other actors.
Given the increasing reliance on external service providers, consultants, and collaborators for key functions 
within banks, the behaviour and values of these third-party actors can have a substantial impact on the overall 
culture and reputation of the institution. Misalignment between a bank’s values and the actions of external 
partners in delivering services to the bank introduces a significant culture risk driver, particularly when these 
third parties engage in customer interactions, data management, or sensitive operational activities.
It could be helpful to broaden the perimeter of the Guide to explicitly encompass third-party providers. The 
behaviour of these external actors should be evaluated and - hopefully - aligned with the bank’s cultural and 
ethical standards, similarly to internal procedures.
Extending this guidance to include third-party providers would allow for a more comprehensive management of 
culture risk across the entire ecosystem in which banks operate, ultimately enhancing both operational integrity 
and public trust.
This extenson is also consistent with the statement (p. 62) : "Third party risks are included in the RAF and 
resulting in adjusted risk tolerance in consumer credit and distribution channels ."

To more precisely set culture risk factors, in the context of 
risk culture components  (culture risk dashboard).

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 10-14 Amendment

As far as diversity is concerned (especially gender gap), it could be useful to refer to indicators comparing for 
example the total performance evaluation during the years, the time since the employee is working in the 
banking industry, the average of corporate level in combination with remuneration at which same experience 
employees are hired as done per other risks. These indicators are less misleading than the gender pay gap.  
These information should be formalized in the Gender pay gap policy.
The suggested amendment could ease the set of appropriate culture risk indicators.

To strengthen the overall practical implementation of tools 
devoted to culture risk (culture risk dashboard) .

, Publish
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2 Governance and 
risk culture: 
Importance for banks

2,3 10-14 Amendment

Trainings, mainly on risk culture-related topics, foster employees risk culture and mitigate misconduct or 
undesired behaviours. An useful indicator could be connected with the   completion (or the performance in the 
completion) of the Bank's desired / required trainings (a subset or a % of completion), maybe connecting it to the 
variable remuneration.

To strengthen the overall practical implementation of tools 
devoted to culture risk (culture risk dashboard) .

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,2 19 Amendment

With reference to the second bullet point (paragraph 3.2) it could be stressed the advisory role of the audit 
committee.
The prior control by the audit committee or by internal audit function is not a common feature. In addition the 
prior control of the management body in its supervisory function (especially in two-tier governance structure) is 
uncommon and it is not generally widespread. Stressing the advisory role of the audit committe as well as of the 
management body in ist supervisory function could be dramatically helpful in critical circumstances and in case 
of poor risk culture (i.e. severe culture risk).

To clarify the role of the management body in its 
supervisory function and that of related committee.

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,3 21 Amendment

The ongoing structural changes are rapidly transforming traditional business models and the evolution process 
gives rise to risks (i.e. value chain segmentation, digitalisation of services, outsourcing, etc.) to be considered, 
appropriately and timely . This is an on-going process, so it could be helfulp that  the efficient and effective 
oversight by the management body needs a continuos induction, dynamically performed over time and respect 
to business model evolution, exogenous context and client needs. 

"In order to provide efficient and effective oversight, the management body needs to possess adequate 
collective knowledge, diversity of skills and experiences to be able to understand the institution’s activities, 
including the main risks"  .
Rewording: "In order to provide efficient and effective oversight, the management body needs to possess 
adequate collective knowledge, diversity of skills and experiences to be able to understand the institution’s 
activities, including the main risks and to upgrade dinamically these skills" .

To guarantee the enduring and continual collective 
suitability and diversity of the management body. See 
also COMMENT N. 44 and COMMENT N. 65.

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,3 25 Clarification

"It is the chair’s responsibility to create a strong link with them  [the management body in its management 
function and the senior management], foster a culture of challenge and debate within the management body, 
and set the tone from the top, which then cascades down [throughout] the whole organisation. To this end, the 
decision-making process in the management body should not be dominated by the CEO in a manner that could 
be detrimental to the interests of the institution."
The decision making process should not be dominated by the CEO. However, it is a matter of fact that such a 
process could be dominated by the CEO, at least for the information gap that there is among the CEO, the 
Management Board members and the Management Board in its supervisory functions members. The inclusion 
of some practical examples of procedures that involve a not-dominant CEO could better clarify the sentence 
above.  Informal meetings and strict definition of information flows towards the management body in both its 
function could be, if shared, practices able to mitigate the CEO dominant role. 

To clarify the meaning of the Decision making process 
dominated by the CEO.

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 25 Clarification

Last paragraph and Footnote 64. 
It could be helpful to give evidence to the ECB additional and innovative requirement for formal independence of 
the chair, since the EBA Guideline (Par. 62) states that the chair of the management body should be a non-
executive member.  

To clarify the expectation of the ECB regarding the formal 
independence of the Chair.

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 28 Clarification

"Specifically, for the supervisory function, the ECB expects management body members to prepare thoroughly 
for meetings and thus be able to identify areas in which they can challenge the management function; this 
includes collecting information from other sources. The ECB considers that the proper exercise of the task of 
approving and overseeing the implementation of the institution’s strategic objectives, risk strategy and internal 
governance supposes that the management body and its respective committees devote sufficient time to 
debate. It is therefore essential that individual members dedicate sufficient time for adequate preparation and 
that the full management body in its supervisory function and its main committees meet frequently and for a 
sufficient length of time. To ensure sufficient time, banks should verify whether the proposed time commitment of 
the members of the management body reflects adequately the frequency and duration of its meetings as well as 
the number and complexity of the items on the agenda."

We fully support both the principles of time commitment and of the "acting informed". However, in some 
complex banks, the agendas of the Boards and of the most important Committees (i.e. Risk Committee) are 
wide and require a huge amount of time to attend the meeting prepared. The new focus on risk culture that 
emerges from reading the guidance entails, among others, additional commitment of the Management board 
members in its supervisory functions, commitment that should be considered on top of the work already 
performed. In this scenario, the risk that could emerge is that the time commitment requested to the independent 
board members become very near to the 260 annual days FTE (Full Time Equivalent) considered by EBC as 
maximum commitment absorbed by all the professional activities of each director. And this entails, in turn, the 
risk that the board members could lose their economic independence. 
Clarifications on the balances between risk (loss of independence due to increasing time committment and 
culture risk) reported above could be very useful, to prevent and mitigate culture risk.

To clarify how to deal with the cap of the time 
commitment in a scenario where the commitment 
requested to the independent board members is 
increasing time after time (culture risk dashboard).

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 28 Amendment

"Specifically, for the supervisory function, the ECB expects management body members to prepare thoroughly 
for meetings and thus be able to identify areas in which they can challenge the management function; this 
includes collecting information from other sources. The ECB considers that the proper exercise of the task of 
approving and overseeing the implementation of the institution’s strategic objectives, risk strategy and internal 
governance supposes that the management body and its respective committees devote sufficient time to 
debate. It is therefore essential that individual members dedicate sufficient time for adequate preparation and 
that the full management body in its supervisory function and its main committees meet frequently and for a 
sufficient length of time. To ensure sufficient time, banks should verify whether the proposed time commitment of 
the members of the management body reflects adequately the frequency and duration of its meetings as well as 
the number and complexity of the items on the agenda."

It would be better to clarify that the time committement needed for each member of the Management Body  (in 
particular in its supervisory function) should be defined by the bank, taking into account  annual reports on 
number and duration of meetings (board and committes and other relevant meeting with minutes) considering 
an add-on for the prepration of the meetings as well as last self-assessment exercises or, even better, self-
assessmente exercises referring to critical times. The F&P should not rely only on the time committment 
"estimated" by  directors, but defined as a consequence of the actual committment.

To clarify who is responsbile for the estimation of the time 
commitement and provide some hints on the 
methodology appropriate to the estimation.  

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 29 Clarification

To increase the number of meetings for the most affected risk in crisis situation can be useful, but it could be 
helpful also to provide information with the most updated information available, with all trackable means, 
including e-mails. 
It could be useful to define a set of procedures for the management of crisis situation regarding management 
body ist management function and its supervisory function.

To ensure an effective proper implementation of risk 
culture

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 32 Amendment

"Agendas and documentation should be shared sufficiently early before meetings to allow members to 
familiarise themselves with the topics and prepare. "
It would be crucial to stress the relevance of a board management solution for both committee and board 
meetings, equipped with tools to help board members collaborate and make informed decisions, simplifying 
complex board management processes and empowering governance leaders to effectively plan and execute 
board management cycles through transparent and secure collaboration.
In addition, it would be important to decline an adequate planning of the calendar of work and topics of 
discussion of the committees and the board, in order to allow the preparation of individual members.

To strengthen the relevance of the management body 
and committee documentation and management in 
culture risk mitigation.

, Publish
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3 Functioning and 
effectiveness of the 
management bodies

3,4 32 Amendment

“It is expected that the management body and committees’ documentation is clear and contain the right balance 
of comprehensiveness and conciseness, enabling meaningful discussions at management body level. ”.

The paragraph should be amended with a clear statement related to the responsibility of the definition of both 
the documentation and of the key messages to be brought to the attention of the Committees and of the 
Management Board in its supervisory functions, that lies on the management. In addition, it should be clarified 
that the management should be trained to be concise and effective also in verbal communication when 
presenting to both the Committees and the Management Board in its supervisory functions. 
It could be also beneficial to stress that clarity, comprehensiveness and conciseness have to stimulate a full 
participation of the audience to the discussion, especially when the topic is  technical, since the goal is to 
communicate effectively and to give rise to risk talk and active listening. 

To clarify where the responsibility of both the 
documentation and of the key messages to be brought to 
the attention of the Committees and of the Management 
Board lies.
To strengthen the relevance of the comprehensiveness of 
the management body and committee documentation in 
culture risk mitigation. See also COMMENT N. 6 and 
COMMENT N. 18.

, Publish

32
3 Functioning and 
effectiveness of the 
management bodies

3,4 32 Clarification
As far as the documentation is concerned, it would be useful to clarify if management body and committee may 
receive tailor-made document set, in order to take into account the diverse institutional competences. 

To strengthen the relevance of the comprehensiveness of 
the management body and committee documentation in 
culture risk mitigation.

, Publish

33
3 Functioning and 
effectiveness of the 
management bodies

3,4 33 Clarification
As far as the suitability policies are concerned, it could be useful to stress the relevance of ongoing training and 
development of management body members, as well as of self-assessment to assess enduring suitability. 
Continuous learning is crucial for management bodies to stay effective in a rapidly changing environment. 

To guarantee the enduring and continual collective 
suitability and diversity of the management body.

, Publish
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4 Internal control 
functions

4,1 37 Clarification

"First line of defence: Business line stake risks and are directly responsible for their operational management on 
a permanent basis. In the ECB’s view, the first line of defence can comprise both “front office” and “back office” 
activities. In addition, other functions or units, e.g. HR, legal or IT , may also form part of the first line of defence 
and are responsible for managing their risks and having appropriate controls in place. The business lines ensure 
prudent risk taking, risk management and compliance in order to ensure a sound risk culture across the bank ."

With regard to the first line of defence functions as defined above, please clarify whether the executive officer 
responsible for the bank's financial reporting (i.e. Dirigente Preposto) can also be considered part of the first line 
of defence.
The Italian law ("Legge 262/2005") provides for specific accounting control activities to be carried out by the 
executive officer responsible for the bank's financial reporting (i.e. Dirigente Preposto). It is important to clarify 
this aspect to establish coordination mechanismsamong functions ("Dirigente preposto" and Internal Control 
Functions - Second line of defence).

To enhance a clear allocation of responsabilities in a 
specific legal context.

, Publish
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4 Internal control 
functions

4,1 39 Clarification

"While it is expected that banks ensure that the head of an internal control function stays independent, this 
should not impede their ability to access the person who has the exclusive role of managing the activities that 
the internal control function monitors and controls ". 
In particular, it should be clarified whether the management body is the one who has the ability to access the 
person who has the exclusive role of managing the activities that the internal control function monitors and 
controls or, instead, the head of an internal control function. 

To safeguard the effetiveness of the organization. , Publish

36
4 Internal control 
functions

4,1 39 Clarification

Please clarify if "the head of internal control functions"  is the same as  "the responsible for an internal control 
function" . 

If the two phrases refere to the same role, it should be considered the time committment. A member of the 
management body, that is to say a director stating a part-time committment, may not be capable of fulfilling a 
duty (head of control function) requiring a full-time committment. The observation seems to be supported 
favourably by p. 41 (the members of the management body in its management function with direct responsibility 
for an internal control function) and p. 42 (last paragraph or if they are also management body members)  but 
unfavourably by p. 45 (where it is stated that the head of the risk management function has exclusive 
responsibility the function) and by p. 48 (The ECB therefore recommends that the CCO is dedicated to the role 
on a full-time basis).

To enhance a clear allocation of responsabilities and, 
consequently, setting adequate time committment and 
remuneration for those directors assuming the role of 
head of internal control function. See also COMMENT N. 
42.

, Publish
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4 Internal control 
functions

4,1 39 e 42 Clarification

The document provides that "banks are recommended to monitor the adequacy of resources on a regular 
basis ".
The importance of the assessment of control functions to be performed by the management body is repeatedly 
emphasized in the document. In order to better comply with the regulator's expectations, it would be better to 
integrate the document with some indication concerning the minimum criteria to be included in the (at least 
annual) assessment that the management body is expected to conduct over the internal control functions. 
Special attention coul be devoted to the persistance of independence, adequacy of resources and instruments, 
abd eventual recognized bonuses, highlighting the minimal drivers to be included in the above-mentioned 
evaluation.

To  safeguard fully the efficacy of the whole internal 
control system. 

, Publish
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4 Internal control 
functions

4,1 40 Amendment

"With regard to the heads of internal control functions, the ECB is of the view that they should be senior 
managers at an adequate hierarchical level to provide them with the appropriate authority, benefitting from clear 
management support as well as having the stature and authority needed to fulfil their responsibilities ."
Rewording: "With regard to the heads of internal control functions, the ECB is of the view that they should be 
senior managers at an adequate hierarchical level to provide them 
with the appropriate and authority,  an adequate and proven (or certified) experience in risk management 
issues, benefitting from clear management support as well as  having the stature and authority needed to fulfil 
their responsibilities."

To guarantee that crucial roles are covered by managers 
with high hierarchical level, strong experience, and 
sufficiently skilled in risk management. See also 
COMMENT N. 52.

, Publish
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4 Internal control 
functions

4,1 40 Clarification

"In order to preserve the independence and objectivity of the internal control functions, the remuneration of 
senior officers in these functions should be directly overseen by the remuneration committee or, in its absence, 
the management body in its supervisory function ."

Please clarify if  ‘senior officers’  mean ‘Head of the control function’ or other key officials/employees working 
within the internal control function (e.i. first hierarchical line).

To  define clealry the objectives of the remuneration 
committee, and to avoid misleading attributions.

, Publish
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4 Internal control 
functions

4,1 41 Clarification

Please clarify  "On the combining of functions, taking into account the proportionality criteria, the risk 
management function and compliance function may be combined."
 
The statement could be confusing if compared with the equally stated exclusive responsability of the CRO (see 
p. 45) and by the recomendation that the CCO is dedicated to the role on a full time basis (see p. 48).

To enhance a clear allocation of responsabilities , Publish
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4 Internal control 
functions

4,1 42, 44 Amendment

In this fast changing environment, pay attention to novel risks is very important to evaluate resilience plans & 
operational models vs new challenges. A complete taxonomy and methodology (especially on novel & emerging 
risks) issued by ECB is crucial.

"The ECB expects that the internal control functions are sufficiently staffed, with qualified employees who are 
knowledgeable of both financial and nonfinancial risks. "
Rewording: : " The ECB expects that the internal control functions are sufficiently staffed, with qualified 
employees who are knowledgeable of both financial and nonfinancial risks, including emerging and/or novel 
risks." (par. 4.1.3)

To  safeguard fully the efficacy of the whole internal 
control system.

, Publish
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4 Internal control 
functions

4,1 42 Clarification

Business knowledge and understanding (current & future) is key for all members of ICFs and board members. 
Please clarify the following:"If heads of internal control functions are subject to fit and proper assessments 
pursuant to national law as key function holders, or if they are also management body members, it is expected 
that they have an up-to-date understanding of the business of the bank and of the risks the bank may be 
exposed to."

To enhance  clear allocation of responsabilities. See also 
COMMENT N. 36.

, Publish

43
4 Internal control 
functions

4,2 44 Amendment

"The main responsibility of the risk management function is to ensure that all risks are identified, assessed, 
measured, monitored, managed and properly reported by the relevant units in the institution. "
Rewording: "The main responsibility of the risk management function is to ensure that all risks are identified, 
assessed, measured, monitored, managed and properly reported and effectively communicated by the 
relevant units in the institution."

To enhance the role of effective comunication and set 
proper responsabilities in risk culture components.

, Publish
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4 Internal control 
functions

4,2 44 Clarification

“The ECB expects that banks have in place a central risk management function that facilitates a holistic view of 
and involvement in all risks, both financial and non-financial .”.

The organizational chart of some banks includes the Chief Lending Offcier (CLO) that is usually in charge of 
defining the bank’s internal rules to assess the creditworthiness of the clients, the risk that the bank can assume 
for each position based on RAF and that, with the support of the CFO, is in charge of the definition of the rules 
for the Stage classification under IFRS 9.
The Draft Guide seems to tribute a prevailing role to the “holistic view” of the CRO. Accordingly, the risk 
management function should be considered embedded in the business units, without prejudice to their 
respective responsibilities. In this scenario, a clarification on eventual partial re-allocation of duties carried out by 
the CLO  in the Risk Management function (RM) could be of great help in clarifying  he role of the CRO and the 
CLO in the organization and of the others new emerging “risk-taking” functions.
The same question is relevant for ESG risks, digital transformation risks, cyber and data security risks, IT 
outsourcing and DORA regulations risks, Geopolitical risks.

To enhance the proper setting of responsabilities in risk 
culture components. 
See also COMMENT N. 47, COMMENT N. 50 and 
COMMENT N. 68 (responsabilities attribution).
See also COMMENT N. 24 and COMMENT N. 65 
(outsourcing).

, Publish
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4 Internal control 
functions

4,2 44 Clarification

"The ECB expects that banks have in place a central risk management function that facilitates a holistic view of 
and involvement in all risks, both financial and non-financial. […] Against this background, it is expected that an 
appropriate escalation process is defined. In the case of certain decisions (e.g. decisions to grant new loans, or 
certain investment decisions), a sufficient balance is expected between the independence of the risk 
management function and its involvement in the decision-making process ."

The internal organisation of some banks foresees the Chief Lending Officer (CLO) which analyses the 
creditworthiness of clients, proposes credit policies coherent with the Bank's risk appetite and then monitors 
their application. In such role the Chief Lending Officer acts both ex-ante and ex-post in the loans granting 
process.

In general we propose to clarify in the guide role of the Risk Managegement Function (RMF) in case some 
checks and reviews are carried out by other functions not part of the ICFs clarifying that the expectation is not 
that the RMF reperforms or duplicates such activities. Conversely the Risk Management function carries out ex-
post second level controls and according to a clearly defined internal escalation process (e.g. in case of relevant 
transactions), the RMF might provide ex-ante opinions on the risks stemming from trasactions and on the 
impacts on the Bank Risk Profile but without reperforming or doubling the creditworthiness analysis activity (in 
the case of the CLO). Such approach allows the Risk Management to provide a "value added" by verifying the 
impact of transactions with an holistic view on the overall risk profile. 

The guide aknowledges that in Europe there might be 
different internal organisational frameworks. The 
comment proposes to clarify the role of risk management 
in the decision-making process in case of organisational 
models encompassing additional steps or reviews carried 
out by functions different from the business functions.

, Publish
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4 Internal control 
functions

4,2 44 Clarification

"In the case of certain decisions (e.g. decisions to grant new loans, or certain investment decisions), a sufficient 
balance is expected between the independence of the risk management function and its involvement in the 
decision-making process." 

It would be useful to clearly state, if agreed, that the indendence of the risk management function is sufficiently 
guaranteed by the acknolegment of solely veto powers and escalation duties, whitout intervening in "active" 
credit decision(i.e. by participating and  voting in Credit Committee). 
Having regard to the effectiveness of the control system and also of the sensitivity and complexity of the issue, 
further indications are requested for the assessment of  "the independence of the risk management function and 
its involvement in the decision-making process ", highlighting  alerts to be included in the evaluation, such as 
"active" participation in Credit Committes with voting power.
This is also relevant with regard to the attributes assigned to CROs as "challenger " ("The CRO should be a 
senior manager with sufficient expertise, independence and seniority to challenge decisions that affect an 
institution’s exposure to risks. " p. 45, par. 4.2.1) and "facilitator " of prudent risk-taking expected by ECB ("to 
facilitate prudent risk-taking " p. 45, par. 4.2.1). 

To enhance the proper setting of responsabilities in risk 
culture actors.

, Publish
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4 Internal control 
functions

4,2 45 Clarification

Risk management function should not have the power to initiate business decisions, however it is important to 
remind that Risk Management should ensure the respect of the Risk Appetite Framework and challenge 
decision that affect the defined risk profile.

"In any case, the ECB is of the view that the risk management function should not have the power to initiate 
business decisions ".
Rewording:  "In any case, the ECB is of the view that the risk management function should not have the power 
to initiate business decisions. However risk management should ensure the consistency of the business 
decision with the Risk Appetite Framework and challenge decisions that affect the defined risk profile".

To enhance the proper allocation of tasks and the 
adequate setting of responsabilities to risk culture actors. 
See also COMMENT N. 44, COMMENT N. 50  and 
COMMENT N. 68.

, Publish
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4 Internal control 
functions

4,2 45 Clarification

"It is expected that the CRO partecipates in senior management meetings."
Rewording: "It is expected that the CRO partecipates in senior management meetings. The Management Body 
should set it as mandatory in relevant internal policies and regulation."

The rewording should ensure the committment of the management body in order to satisfy the ECB expectation, 
including also the proper porfessional calssification of the CRO as a senior manager, with remuneration 
adequate to the relevance of allocated responsabilities.

To enhance the proper setting of responsabilities to risk 
culture actors.

, Publish

49
4 Internal control 
functions

4,2 45 Clarification

"Ideally, such verifications also encompass the application of mitigation measures, if needed. " 
It could be useful to specify if the reference is to a time decay of independence or also to organization 
restructuring, that could undermine the indipendence of the CRO, as well as to any job rotation that could give 
rise to independence impairment. The clarification could be helpful in setting the recalled "mitigation mesaures ".

To set a proper definition of relevant culture risk factors 
(culture risk dashboard). See also COMMENT N. 56.

, Publish
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4 Internal control 
functions

4,2 45 Clarification

"It is expected that the CRO participates in senior management meetings at which the risk profile of the 
institution is discussed and strategic risk decisions are made. " 
According to different "cultural" and "legal" context, there could be a preeminence of the CFO over the CRO or 
viceversa. Therefore, it could be helfulp to stress a synergy, by referring to a mandatory coordination in strategic 
decision (i.e. the strategic planning process).
Being involved in the strategy planning process, co-operation between CRO and CFO is crucial. Therefore, it 
should be clearly stated and detailed, highlighting the importance to share forward-looking attitude, risk-adjusted 
methodologies & metrics, scenario and stress testing excercises etc. The more the collaboration is effective and 
virtuous the more the RAF will represent a comprehensive tool to be discusse with management body and the 
more the challenging role of the CRO will be enhanced. In addition, structural changes banking/financial sector 
is currently facing require a strong forward-looking attitude and a mix fws/back (in opposition to exclusively back-
looking historically applied), to be then transalated into metrics. 

To better contribute to the challenging role of the CRO. 
See also COMMENT N. 47, COMMENT N. 50 and 
COMMENT N. 68.

, Publish
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4 Internal control 
functions

4,2 46 Amendment

"the CRO should be able to challenge decisions taken by the institution’s management and its management 
body and speak up if the CRO considers that risk considerations are not well taken into account, and any 
grounds for objections should be formally documented."
Rewording: "the CRO should be able to challenge decisions taken by the institution’s management and its 
management body and speak up if the CRO considers that risk considerations are not well taken into account, 
and any grounds for objections should be formally documented, as well as reasons to skip them by 
management body."

Management body should be called to explain & formalise reasons why CRO's considerations are rejected. 
Both risk considerations expressed by the CRO and rejections by management body should be formally 
documented and explained.

To better contribute to the challenging role of the CRO. , Publish
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4 Internal control 
functions

4,2 48 Amendment
"It is expected that the head of compliance or CCO is independent and has stature within the bank ."
Rewording: "It is expected that the head of compliance or CCO is independent, has stature within the bank and, 
an adequate and proven (or certified) experience."

To guarantee that crucial roles are covered by managers 
with high hierarchical level, strong experience, and 
sufficiently skilled in compliance risk. See also 
COMMENT N. 38.

, Publish
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4 Internal control 
functions

4,2 49 Clarification

The document grants the possibility that "Responsibility for ensuring compliance with all regulations might be 
shared across several control functions depending on the type of regulation and the financial or non-financial 
risks ".
In the event this subdivision is foreseen within the prudential supervision perimeter, it could be useful  to clarify 
whether it is possible to expect that the compliance risk management framework weighing on the above-
mentioned perimeter is uniform with respect to the more general framework created by the compliance function. 
Similarly, it is requested to clarify whether RAF measures regarding non-compliance risk have to be uniform 
among all perimeters related to different control functions and whether an indicator summarizing the two 
perimeters should exist.

To clarify the management and monitoring of non-
compliance risks within perimeters shared by multiple 
control functions in order to safeguard the effectiveness of 
the third-level control.

, Publish
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4 Internal control 
functions

4,2 51 Clarification

"In general, it is expected that banks ensure that each audit cycle covers all activities within the audit universe ".
It could be useful to clarify whether the above-mentioned corresponds to the ECB expectation that the entire 
spectrum of all banking activities should be covered by the audit function every five years (expected maximum 
duration for each audit cycle).

To safeguard the effectiveness of the third-level control. , Publish
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4 Internal control 
functions

4,2 51 Amendment

The documente provides that "the ECB expects that the internal audit function has an active, independent role in 
the monitoring of the implementation of the relevant supervisory measures and their reporting to the 
management body to ensure informed decision-makin g."
Considering the organization and the complexity of the intermediary, it could be appropriate that the examination 
of supervisory measures would be carried out by another control function, possibly under the audit function 
supervision. For example, the compliance function is typically entrusted with the duty of verifying the abidance 
by the law of offered investment services.
The inclusion of the possibility to allocate the monitoring of supervisory measures to other control functions 
would be needed in order to safeguard the efficacy of the overall internal control system.

To guarantee the effectiveness of the internal  control 
system.

, Publish
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4 Internal control 
functions

4,2 52 Clarification

The document provides that "In addition, it is key that banks further formalise their internal audit function’s 
rotation processes ".
It could be useful to clarify whether this requirement should be included in the assessment carried out at least 
annually by the management body with respect to the audit function. The clarification could be helpful in setting 
the recalled "mitigation mesaures " against "culture risk ".

To safeguard the effectiveness of the third-level control. 
See also COMMENT N. 49.

, Publish
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4 Internal control 
functions

4,2 52 Clarification

The document provides "In cases where the internal audit function provides advisory or consulting services for 
certain strategic projects, its independence as the third line of defence is expected to be preserved. It is 
expected that specific mitigations are in place, including, but not limited to: 
(i) a clear definition of the scope of the function’s advisory services in the audit charter and internal policies; 
(ii) the establishment of distinct auditing and advising roles; and 
(iii) non-participation in direct management functions, such as voting in project committees" .
With respect to the thin line between audit activities carried out ex ante and advisory or consulting activities, it is 
requested to detail the principle regarding "the establishment of distinct auditing and advising roles" in the 
context of the management of internal models adoption process for regulatory purposes, particularly for the 
process of compliance of the internal rating system from an IRB perspective.

Clarification regarding the management of ex-ante audits 
carried out following regulatory indications would be 
needed in order to safeguard the efficacy of the third-level 
control.

, Publish
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5 Risk appetite 
framework

5,1 54 Clarification

"The ECB considers a well-developed RAF, articulated through the risk appetite statement, to be a cornerstone 
of a sound governance framework, alongside a strong risk culture and well-defined responsibilities for the risk 
management and control functions."
RAF is described as key tool. It could be useful to stress that a  complete overview on risk governance, in order 
to gain an holistic view of the bank’s risks, can be obtained  also by means of other documents. RAF alongside 
recovery and resolution plans provide a more comprehensive overview of risk governance. Focus on RAF (and 
RAS) could not be sufficient to provide a full depiction of the risk system faced by the bank.

To enhance a full depiction of risks faced by supervised 
entities.

, Publish
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5 Risk appetite 
framework

5,1 55 Deletion

"The ECB considers that at least a quarterly frequency is a good practice for larger institutions, to support the 
review, oversight and monitoring of the risk profile of the bank ".
Rewording: "The ECB considers that at least a quarterly frequency is a good practice for larger institutions, to 
support the review, oversight and monitoring of the risk profile of the bank. The quarterly frequency may be 
intensified on a monthly basis for institutions with significant exposure to high-volatility or emerging 
risks."

The current guideline suggests a quarterly reporting frequency for RAF dashboards in larger institutions. 
However, institutions facing high volatility or emerging risks (e.g., climate-related or crypto-assets) may need 
more frequent updates.It could be useful to recommend monthly RAF dashboard reporting for institutions with 
significant exposure to high-volatility or emerging risks. Given the increasing importance of technology in 
banking, more specific guidance in this area is crucial. If agreed, a monthly reporting could be mandatory at 
least for risk committes and management body in its supervisory function.

To fully define the scope of the RAF. , Publish
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5 Risk appetite 
framework

5,1 55 Deletion

"The ECB considers that at least a quarterly frequency is a good practice for larger institutions, to support the 
review, oversight and monitoring of the risk profile of the bank ".
Rewording: "The ECB considers that at least a quarterly frequency is a good practice for larger institutions, to 
support the review, oversight and monitoring of the risk profile of the bank".
The quarterly frequency is a good practise also for LSI.

To fully define the scope of the RAF. , Publish
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5 Risk appetite 
framework

5,1 56 Amendment

"Although the total number of metrics reported to the management body may vary depending on the business 
model, risk profile and complexity of the bank, a very high or a very low number may not allow meaningful 
discussions within management body. "
Rewording: "Although the total number of metrics reported to the management body may vary depending on the 
business model, risk profile and complexity of the bank, a very high or a very low number may not allow 
meaningful discussions within management body. Metrics have to be clearly defined and immeditely 
understandeble by the management body."
It could be relevant to stress that metrics should be "sufficient " and clearly defined and immediately 
understandable, but not dispersive and distracting for the management body, in order to avoid disengagement 
and the recurrence of nested variables.

To fully define the scope of the RAF. , Publish
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5 Risk appetite 
framework

5,1 56 Clarification

"It is expected that risk appetite limits establish the level and types of risk that the bank is willing to assume in 
advance of its business activities in order to conduct them within its risk capacity ."
Rewording: "It is expected that risk appetite limits establish the level and types of risk that the bank is willing to 
assume in advance of its business activities in order to conduct them within its risk capacity. For this reason 
the RAF process and the budget process should be perfectly integrated and coordinated."

To fully define the scope of the RAF. , Publish
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5 Risk appetite 
framework

5,1 56 Clarification

"the ECB recommends that the risk limits are not adjusted too often in order to avoid breaches ."
It could be useful to define a time limit such as, for example, medium-term to avoid opportunistic behaviors or to 
require a precise reasoning imposing the adjustments and/or disclosure of any calculation difference also in 
terms of values of indicators.

To prevent opportunistic behaviors, a main driver of 
culture risk.

, Publish
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5 Risk appetite 
framework

5,1 56 Clarification

The concept of "business risk" as a key material risk for financial institutions needs to consider the differentiation 
between "business risk," "strategic risk," and "business model risk." In many frameworks, strategic risk refers to 
risks arising from poor business decisions or failure to adapt to industry changes, while business model risk 
addresses the sustainability and resilience of an institution’s underlying structure. Business risk, by contrast, 
typically relates to operational outcomes that impact profitability due to external factors such as market 
dynamics or competition.

Given this complexity, a more precise definition of "business risk" in the regulatory context would help align 
expectations and promote consistency across the industry. Clear distinctions between these terms will enable 
institutions to assess and manage risks more effectively in line with regulatory expectations. Clarifying whether 
"business risk" encompasses or differs from strategic and business model risks would enhance understanding 
and support more robust risk management practices across the banking sector.

To strengthen corporate culture and mitigare culture risk. , Publish
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5 Risk appetite 
framework

5,1 56 Amendment

In addition to the broad range of risks currently expected to be included in the Risk Appetite Framework (RAF), it 
is crucial to highlight the importance of addressing the growing risks associated with the outsourcing of 
Information and Communication Technology (ICT) and other key banking processes to external providers. As 
banks increasingly rely on third-party service providers for critical functions, a new category of risk — third-party 
risk — emerges, that has to be explicitly included in the RAF.
It is therefore recommended that the RAF not only captures material financial and non-financial risks but also 
includes a dedicated focus on third-party risk. 

Consideration of Third-Party Risks in Risk Appetite 
Framework (RAF). See also COMMENT N. 24 and 
COMMENT N. 65.

, Publish
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5 Risk appetite 
framework

5,1 56-57 Amendment

The rapid adoption and integration of Artificial Intelligence (AI) models and tools across various banking 
processes present a potentially broader and more significant set of risks that should be carefully evaluated and 
incorporated into the RAF. AI is being increasingly utilized for purposes such as enhancing operational 
efficiency, reducing costs, developing new financial products, and improving customer experiences. While these 
advancements offer substantial benefits, they also introduce several key risks that merit attention. These 
include:

ICT Risks: The deployment of AI often involves complex IT systems and infrastructures, which can increase 
vulnerabilities to cyber-attacks, data breaches, and system failures.
Compliance Risks: AI models, particularly those based on machine learning, can operate in opaque ways, 
making it difficult for banks to ensure regulatory compliance, particularly regarding data privacy, anti-money 
laundering (AML), and anti-discrimination laws.
Reputational Risks: AI tools used in customer-facing services or decision-making processes (e.g., lending, 
credit scoring) can lead to unintended biases or errors that damage a bank’s reputation if not properly managed.
Conduct Risks: The use of AI in critical processes such as algorithmic trading or customer interactions could 
lead to misconduct, either due to unintentional biases within AI models or misalignment with ethical standards 
and customer expectations.

Therefore, it is strongly recommended that, in addition to crypto-assets, the ECB and financial institutions 
prioritize a comprehensive assessment of AI-related risks within the RAF. Banks should establish robust risk 
indicators and clearly defined thresholds/limits to monitor and manage the full spectrum of financial and non-
financial risks associated with AI adoption, including those related to ICT, compliance, reputation, and conduct.
By proactively addressing these AI-related risks, banks will be better positioned to navigate the complex and 
evolving landscape of digital transformation in a secure, compliant, and responsible manner.

Expanding Risk Considerations to Include AI-Related 
Risks in the Banking Sector

, Publish
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5 Risk appetite 
framework

5,1 57 Clarification

As an effective mean of better clarifying the scope of the RAF, it could be useful to enhance the possibility (and 
the opportunity) of cascading RAF indicators through a process of cascading the risk appetite attributed to the 
various business units (see Position Paper AIFIRM - April 2017 - "The role of the RAF in the governance of 
banks" see http://www.aifirm.it/wp-content/uploads/2017/06/2017-Position-Paper-9-Il-ruolo-del-RAF-nella-
governance-delle-banche.pdf)

To improove the limits definition of the RAF. , Publish
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5 Risk appetite 
framework

5,2 57 Clarification

"It is expected that banks ensure that risk appetite statements remain fairly stable over time and are used as 
drivers of the strategy of the institution, rather than the strategy dictating the risk appetite . "
Rewording: "It is expected that banks ensure that risk appetite statements remain fairly stable over across time 
and are used as drivers of the strategy of the institution, rather than the strategy dictating the risk appetite." 

Over time focuses on gradual change or development occurring continuously over time while Across time 
emphasizes looking at multiple points in time, often to compare or observe something that spans different 
moments. In this perspective,  it is possible to stress that the level of risk appetite to remain stable in the 
temporal dimension and guide the strategy also remain stable in the same temporal dimension.

To clarify the time relationship between RAF and strategic 
plan and/ord budget. Se also COMMENT N. 44, 
COMMENT N. 47, COMMENT N. 50.

, Publish
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5 Risk appetite 
framework

5,2 59-60 Clarification

The regulatory expectations around the Risk Appetite Framework (RAF) pose a challenge for banks, particularly 
in balancing stability with adaptability, especially in highly dynamic environments such as those faced by new 
challenger banks. On the one hand, the stability of the RAF is essential, as highlighted by the requirement for 
risk appetite statements to remain consistent over time, ensuring that strategy is informed by risk 
tolerance/appetite limits rather than vice versa. This stability provides a foundation for governance, ensuring that 
banks operate within predefined risk parameters, even during periods of financial volatility or economic 
uncertainty.

However, this approach can be at odds with the need for flexibility, particularly when addressing emerging risks 
such as environmental changes or crises. It is crucial for RAFs to provide sufficient buffers to account for 
unpredictable events, yet this must not lead to excessive conservatism that limits growth and profitability. For 
challenger banks, which often operate in fast-evolving markets and aim to maximize capital efficiency to drive 
profits, maintaining a rigid RAF could stifle innovation and competitiveness.

Furthermore, the linkage between the RAF and the remuneration framework, as suggested, adds another layer 
of complexity. While it is essential to hold management accountable for breaches of the RAF, using - for 
example - the number of breaches as a CRO tool in order to integrate the evaluation of the performance might 
discourage calculated risk-taking—an important aspect of capital efficiency. This could result in overly cautious 
behavior from management, thus limiting a bank’s ability to take strategic risks that are essential for growth, 
especially in competitive sectors like fintech.

Therefore, a balanced approach is necessary. The RAF should provide a stable risk governance structure but 
also allow for tactical flexibility in response to emerging risks. Simultaneously, performance assessments linked 
to the RAF should consider the nature of breaches, differentiating between breaches driven by market volatility 
or crises and those arising from poor risk management. This will ensure that the RAF supports both prudent risk-
taking and strategic growth without compromising on compliance or profitability.

Coexistence of different RAF dimensions for different 
business models
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5 Risk appetite 
framework

5,2 60 Amendment

"The ECB expects that an independent review of the RAF is performed regularly by the internal audit function to 
assess its effectiveness. "
Rewording: "The ECB expects that an independent review of the RAF is performed regularly by the internal 
audit function to assess its effectiveness, also consistently with the ICAAP/ILAAP annual audit."
The proposal is aimed to enhance the optimal time interval of the independe review.

To better define the improovement and deployment fo 
RAF.
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5 Risk appetite 
framework

5,2 61 Clarification

The Guide refers to "training programmes on risk appetite, including exams and certification, through which the 
management is able to monitor the employees’ understanding of RAF and the organisation’s risk culture ".
The understanding of RAF is a very wide and complex activity (since it includes various business lines, not all 
the job descriptions can have the same level of knowledge of all the risks). Therefore, it could be better to have 
guidelines on how to identify, focus and assess the recipients carrying main RAF responsabilities. General 
training programmes could be appropriate for the rest of the organization.

To better define the internal communication programme 
and therefore to better the deployment of RAF.
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