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EBA issues final report on draft RTS regarding prudential treatment of 
software assets 
 

 
In alignment with the amendment of the CRR focusing on the exemption from deduction of intangible assets 
from CET1 items for ‘prudently valued software assets the value of which is not negatively affected by 
resolution, insolvency or liquidation of the institution’, the European Banking Authority (EBA) has just 
published the RTS describing the treatment and application of these deductions. 
 
The revised prudential treatment came as a result of an increasing importance of software investments in a 
more digitally oriented global banking sector that is believed to have a competitive disadvantage vis-à-vis to 
certain non-regulated technological players such as FinTech companies and other competitors that are not 
required to deduct such assets from CET1 capital.  
 
As such, in developing this report, EBA has considered first of all the different valuation and amortization 
treatment of software assets in various jurisdictions, the international developments and differences in the 
regulatory treatment of investments in software, and the increasing relevance of software assets from a 
business and economic perspective, in the context of an increasingly digital environment. 
 
Based on the performed analysis, EBA has assessed several options for the treatment of software assets, 
among which we mention the following: 

 Full CET1 deduction; 

 CET1 deduction by software category; 

 Alignment with Solvency II requirements; 

 Prudential amortization.  
 
However, EBA has concluded that the prudential amortization approach would best fit its purpose and 
objectives. This method implies that the positive difference between prudential and accounting accumulated 
depreciation be fully deducted from CET1, while the residual portion of the carrying amount be risk-weighted. 
If the useful life of software estimated for accounting purposes be shorter than the prudential amortization 
period, the former shall be used also for prudential purposes. Additionally, the prudential amortization period 
has been set at maximum 3 years.  The approach for calculating these values is described clearly within the 
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document, considering also the treatment of software assets that have been acquired from any undertaking, 
including a non-financial sector entity, that is part of the same group as the institution.  
The prudential amortizations and deductions shall be made separately for each software asset. All the 
investments made for maintaining, enhancing or upgrading the existing software assets shall be treated as 
separate assets, considering that those investments are recognized as an intangible asset on the balance 
sheet. 
 
The Regulation will enter into force the day following its publication in the Official Journal of the EU.  
 
While developing the principles underlying the amended regulatory treatment, EBA has identified various 
areas where close scrutiny by regulators, supervisors and external auditors will be warranted, as a change in 
the current treatment will be likely to influence the accounting treatment of software assets and other related 
aspects for example in the case of business combinations (goodwill in particular). 
 
In addition, EBA intends to closely monitor the future developments of investments in software assets, 
including the link between the proposed prudential treatment and the need for EU institutions to make some 
necessary investments in IT developments in areas like cyber risk or digitalisation specifically. 

 

How can Deloitte help?  

 
Our team can assist and support on the implementation of the supervisory requirements in a timely manner 
to help banks maintain momentum. Please schedule a consultation with our team for further details. 
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