A. General Information

Country’s name
Republic of Hungary

Supervisory authority’s name
Hungarian Financial Supervisory Authority (HFSA)
Status of supervisory authority:
( Stand-alone banking supervisor


x Stand-alone integrated financial supervisor 

( National Central Bank 

In case the responsibilities for banking supervision are shared between several authorities, please specify: 

Performance (transaction) of clearing operation and processing of money (auxiliary financial services) are licensed by the Magyar Nemzeti Bank (central bank of Hungary: MNB), and such licences are withdrawn by the central bank. 

Cash turnover, flotation of instruments of payment as cash substitutes and provision of related services, and cash transfer are licensed by the HFSA consulting with the central bank in advance. 

Approval by the Minister of Finance and the President of the central bank is required for the HFSA to withdraw the licence of business activity from a credit institution.

Type of institutions supervised: 
x Credit institutions


x Investment firms 


x Providers of currency exchange services 


x Providers of money transmission or remittance services


x Others

In the case the box “Others” is ticked, please specify which other institutions are under your supervision as a banking supervisor or as an authority tasked with anti-money laundering responsibilities:

Institutions providing outsourcing activities for financial institutions and financial intermediaries.

Based on the fact, that HFSA is an integrated financial supervisor, pension institutions and insurance companies are under its supervision as well.

Abbreviations:  Hungarian Financial Supervisory Authority (HFSA); Magyar Nemzeti Bank (central bank of Hungary: MNB); Act on Credit Institutions and Financial Enterprises (ACIF); Financial Intelligence Unit (FIU)
B. Supervisory Objectives
Please indicate the following in the table below, (i) which of the following represents an explicit mandate for your authority; and (ii) what is the source for each. If the source is not law or regulation, please specify in the last column whether it is binding or not. 
	Q
	Elements of the Mandate
	Yes/No/Not fully
	Source
	Specify/Explain

	1
	Maintaining financial stability 
	Not fully
	Act LVIII. of 2001.  
	In cooperation with  the MNB and the Ministry of Finance

	2
	Ensuring compliance with banking regulation
	Yes
	Act CXII. of 1996.  
	

	3
	Promoting competition 
	No
	
	This objective is a mandate of the Hungarian Competition Authority

	4
	Protecting banks’ clients from misconduct and/or bad business practices
	Not fully
	Act CXXXV. of 2007.  
	In cooperation with the  National Consumer-protecting Authority

	5
	Preventing financial crime including anti-money laundering/combating financing of terrorism (AML/CFT)
	Yes
	Act CXXXVII. of 2007.  
	

	6
	Promoting access to banking services (e.g., access by small and medium size business, low income individuals, etc)
	No
	
	However active role through the law-making process.

	7
	Promoting supervisory cooperation and convergence of supervisory practices in the EU? (please provide an English version of the related statement in the last column) 
	Yes
	Act CXXXV. of 2007. and Act CXII. of 1996.
	

	8
	Other(s) (please specify and also indicate the reasons)
	-----
	
	


C. Actual use of sanctioning powers (including for breaches of Anti-Money Laundering (AML) provisions, when applicable)
Please specify if your answer relates to a natural person (indicate “NP”), a legal person (indicate “LP”) or both (indicate “NP and LP”).
	Q No
	QUESTIONS
	ANSWERS

	9
	Does your authority have the power to impose sanctions, including pecuniary ones, to a supervised institution, its directors or managers?
	Yes, both on LP and NP
	

	If “not fully”, please elaborate
	

	10
	What are the lowest and highest penal provisions set by the legal and regulatory framework for non pecuniary sanctions, excluding sanctions related to criminal offences? 
	Lowest penal provision
	Highest penal provision

	
	
	Set deadline by which the supervised entity has to comply with specific supervisory requirements. 
	To withdraw all or part of the banking license

	11
	Are the amounts of the pecuniary sanctions fix or variable? (Please explain)
	Variable. LP: between 0,1%-3% of registered capital. In addition to the minimum and maximum amounts, the legal framework specifies different rates according to the nature of the act being penalized. NP: 10%-50% of executive manager’s net income earned through the office in the previous year. If no such income is available, the amount of the penalty shall be between 100,000-1,000,000 HUF (around 400-4,000 EUR) 
   

	12
	What are the minimum and maximum amounts in EUR (or equivalent EUR) set by the legal and regulatory framework for a pecuniary sanction? 
	Minimum amount(s) 
	Maximum amount(s)

	
	
	see above
+

In case of financial enterprises or legal persons providing auxiliary financial services is EUR 800
	see above
+

In case of financial enterprises or legal persons providing auxiliary financial services is

EUR 8,000



	Please indicate the rationale for choosing these amounts.
	The particular legal provision that has been infringed, the legal status of the institution, the risk of the infringement to the market,  the seriousness of the breach, the cooperative behavior of the person or the bank during the investigation, whether or not the person or the bank has been fined before, the earnings generated by committing the offence in market abusing cases, the loss incurred by third parties as a consequence of the offence, assessment by the authority according to the Public Penalty Policy of HFSA. 

	13
	What have been the more penalizing non pecuniary sanctions taken since 2005 by your institution?
	To withdraw all part of the banking license

	
	
	
	

	14
	What have been the lowest and highest pecuniary sanctions (in EUR or equivalent EUR) taken since 2005 by your institution?
	Lowest pecuniary sanction
	Highest pecuniary sanction

	
	
	800 EUR
	35,000 EUR

	Please indicate the motivations behind these pecuniary sanctions (non-compliance with which legal provisions...).
	Lowest: failure of data providing
Highest: non-compliance with legal regulations regarding accurate and separate handling of own and client owned financial instruments, furthermore non accurate handling of cash collaterals regarding future/forward positions of clients.

	15
	Does your national framework provide any further guidance on pecuniary sanctions regarding the suitable range of amounts for non-compliance with certain provisions/types of provisions?
	No
	However HFSA worked out a penalty policy, that was disclosed for public and the policy provides guidance on pecuniary sanctions and its measures.

	If yes, are these amounts binding? (please elaborate)
	They are not binding, however they are mostly observed. It is based on financial institutions’ risk map.

	16
	Please indicate whether the amounts of the sanctions imposed vary depending on the following items.  
	Non pecuniary sanctions
	Pecuniary sanctions

	a) the seriousness of the breach?
	Yes
	Yes

	b) the level of the institution's own funds? 
	Yes
	No

	c) the legal status of the institution?
	Yes
	Yes

	d) the cooperative behavior of the person or the bank during the investigation?
	Yes
	Yes

	e) whether or not the person or the bank has been sanctioned before for non compliance to the same provisions?
	Yes
	Yes

	f) the benefit (earnings,…) derived from the offence?
	No
	Yes (only in case of market abuse)

	g) the loss incurred by third parties as a consequence of the offence?
	Yes
	Yes

	h) any other criterion? (please specify)
particular legal rule that has been infringed
	Yes
	Yes

	17
	Which body has the power to take sanctions?
	Board of the HFSA 

	18
	How often did this body meet in 2006? 2007? First semester of 2008?
	2006
	2007
	First semester 2008

	
	
	every 3rd week
	First half: every 2nd or 3rd week
Second half: two times in every week
	two times in every week

	19
	How many sanctions relating to banking supervision or AML, have been taken ?
	 2006
	2007 
	First semester 2008

	
	
	137
	128
	45

	20
	Among those sanctions, how many were pecuniary sanctions?
	2006
	2007 
	First semester of 2008

	
	
	21
	34
	12

	21
	Is the sanctioning process triggered by supervisory assessment or investigation only? (Please elaborate)
	Yes, on-site or off site investigation is conducted before sanctioning

	22
	Can the person or the institution invoke his or its right to defense during the investigation and/or at the time the sanction is taken? (Please explain)
	Yes, at the end of the investigation the person may reflect at the draft investigation report. 

Regarding the decision (based on the final report) the person may invoke his or its right at the County Court of Budapest, after that at the higher court of the Capital and the Highest Court at the very end.

	23
	Are there legal or administrative rules on the length of the sanctioning procedure? (please explain)
	Yes, it is 6 months.
After the investigation was finished the draft report has to be prepared and sent to the institution within 60 days;

The institution has 15 days to reflect;
After the reflection the decision has to be taken within 45 days.



	24
	Can the person or the institution lodge an appeal against the sanction decision with a specific authority? Please specify.
	Regarding the decision (based on the final report) the person may invoke his or its right  at the County Court of Budapest, after that at the higher court of the Capital and the Highest Court at the very end

	25
	Are the sanctions made public systematically and on a named basis? 
	 No
	It’ s up to the Authority’s decision.

	Please elaborate on the legal or administrative procedures and/or practices underpinning publication of sanctions.
	First step: All data falling under the Data Protection Act and under any other legal regulation protecting data is cleared from the decision before publication.

Second step: The so called resolution part of the decision is publicized. This publication contains the resolution(s) (pecuniary and non pecuniary sanctions), the specific article(s) of the Act the resolution is based on and the note on the possibility of an appeal to the County Court of Budapest.
 

	26
	Can your authority disclose a sanction imposed on a supervised natural or legal person to another competent prudential (domestic or foreign) authority? 
	Yes
	

	If yes, please specify:

· under which conditions, 

· how (upon request only? Full disclosure?),
	In case of reasonable suspicion of a crime, or
upon request 

	27
	What is the ratio of sanctions disclosed to other prudential authorities over the total number of sanctions (both pecuniary and non pecuniary) since 2006?
	5%
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