Corrective Actions 

The legal framework governing the exercise of supervisory functions lays down a broad set of corrective procedures to which BdP may resort, particularly in the case of prudential aspects related with the management of the entities under its supervision. 

BdP monitors credit institutions, investment firms and other financial companies, both on-site and off-site, and may issue recommendations – within the scope of prudential and behavioural supervision (namely in this case through the analysis of complaints addressed to it by customers of the supervised entities) –  intended to remedy the irregularities detected [Article 116(1) (c) of the Legal Framework of Credit Institutions and Financial Companies (LFCIFC)(, either by means of informal contact, or in writing, depending on the nature and seriousness of such irregularities. 

The most relevant corrective measures, particularly those resulting from facts detected on-site or when serious irregularities are at stake, are reported to the Board of Directors of the institutions (in writing or during meetings formally convened for the purpose, held on BdP’s premises). Comments on the subject and/or a corrective plan must be submitted to BdP.  

BdP oversees compliance with the time limit established for institutions to take corrective measures, either through off-site control (directly by the person responsible for overseeing the institution) or through on-site follow-up initiatives.

Stress should be laid on the following corrective measures:  

A. Should the own funds fall below minimum equity capital required, BdP may allow the institutions a limited period in which to remedy the situation (Article 96 of LFCIFC). 

B. BdP, on the basis of grounded fears that the influence exercised by the holder of a qualifying holding can prejudice the sound and prudent management of the participated credit institution, can provide for the prohibition to exercise the voting rights corresponding to the said holding (Article 106 (1) of LFCIFC).

C. If the conditions under which a credit institution carries out its activities do not comply with the rules for sound and prudent management, BdP may grant it a period in which to rectify its management procedures or to take the appropriate steps to restore or strengthen the financial equilibrium. (Article 118 (1) of LFCIFC).

D. Whenever it is deemed that the carrying out of a transaction by a credit institution may imply the breach or the aggravation of the breach of applicable prudential rules, or is liable to non-compliance with prudent and sound management rules, BdP may notify that institution to abstain from carrying out such transaction. (Article 118 (2) of LFCIFC).

E. When a credit institution is in a financially unbalanced situation, BdP may require that any or all of the following financial reorganisation measures be taken (Articles 139 to 153 of LFCIFC):

· Presentation by the institution in question of a financial recovery and reorganisation plan;

· Restrictions on the exercise of specific types of activity; 

· Restrictions on the exercise of specific types of transactions (granting of credit, investment of funds in specific types of assets and taking of deposits);

· Building-up of special provisions;

· Prohibition or limitation of the distribution of dividends;

· Submission of certain transactions or activities to the prior approval of BdP;

· Appointment of interim members of the board and/or an auditing commission;

· Temporary waiving of compliance with the rules on prudential control 

· Temporary waiving of the timely fulfilment of obligations contracted previously;

· Temporary closure of any premises where transactions with the public take place.

If, despite the extraordinary measures adopted, it proves impossible to rescue the institution, the authorisation to exercise its activity will withdrawn and the liquidation regulations will be applied, as established in the relevant legislation (Article 152 of LFCIFC).

The adoption of extraordinary reorganisation measures by BdP does not preclude, in cases of infraction by the entity in question, the application of the penalties provided for by law (Article 149 of LFCIFC).

F. If the legal or statutory requirements for the regular operation of the management or auditing boards cease to be met, BdP will establish a period for the change in the composition of the board in question, and, if the situation is not settled, authorisation may be withdrawn under the terms of Article 22 of the BL (Article 32 of LFCIFC).

