Questionnaire about survey on Supervisory Powers and Objectives, 

including actual use of sanctioning powers

Cover note
The target of this cover note is to provide information about the French legal framework, in particular about any triggers (including, but not limited to, quantitative thresholds for particular financial indicators) under which automatic corrective action should be taken by the Banking Commission. 
The French legal framework 
It is implemented by the Banking Commission taking into account the principle of proportionality. 
Pursuant to the French regulation, the credit institutions shall comply with the following ratios on a permanent basis:

· a solvency ratio of their own funds to their aggregate risk-weighted assets of at least 8%. This solvency ratio shall be equal to the ratio of total own funds to the sum of:

· risk-weighted exposures, for credit risk and dilution risk; and

· capital requirements imposed under the prudential supervision of market risk and operational risk, multiplied by 12.5.

· a ratio known as the "liquidity ratio" and ratios relating to their forecast liquidity position called "observation ratios", on the basis of the Euro and foreign currency accounts of their head office and all their establishments in France and abroad. Institutions must at all times have a liquidity ratio of at least 100 per cent. 

· two ratios for the purposes of supervising large exposures :
· a maximum ratio of 25% between their overall exposure resulting from their operations per beneficiary and their own funds;

· a maximum ratio of 800% between the aggregate of their large exposures and their own funds. "Large exposure" means the overall exposure resulting from their operations with a single beneficiary where such exposure exceeds 10% of their own funds.

In addition, the Banking Commission asks institutions to ensure that their operating ratio (ratio between the general operating expenses and the net banking income) does not exceed, for most of them, 80%.
Day to day supervision
The General Secretariat of the Banking Commission has developed an early warning system (known as ‘ORAP’ (Organisation and Reinforcement of Preventive Action), which corresponds to the ‘Risk Assessment System’ (RAS) developed by most supervisory authorities. This tool is aimed to alert the General Secretariat of the Banking Commission when the situation of the institution is deteriorating or becomes worrying, based either on quantitative and qualitative elements. To this end, the General Secretariat of the Banking Commission conducts an analysis of all the data received from institutions (through accounting and prudential data reporting and various contacts) on a regular basis. ORAP is designed to synthesize the analysis of the situation of the institution. On this basis, it allows the Secretariat general of the Banking Commission to take preventive and proportionate actions, before entering into any sanctioning process. 
Actions taken by the Banking Commission and its Secretariat General
The following actions can be taken (alternatively or successively) in case of any pejorative element detected: 
·  The Secretariat General of the Banking Commission contacts diligently the institution to check the materiality of the shortcoming and to find a way to remedy the situation;
· The elements transmitted by the institution are examined by the Secretariat General of the Banking Commission. If necessary (for instance, if the institution asks for a derogation and if explicitly permitted by the regulation), the issue is submitted to the Banking Commission, which may grant it a delay to regularize its position.

· The Banking Commission requests the institution (through an injunction) to take all measures necessary to restore its financial situation, improve its management method or ensure that the organisation is suitable for its business or its development plan within a given time limit.
· Following the implementation of CRD, the Banking Commission can deliver an injunction as a “pillar 2” measure. As provided in article 136 of 2006/48/CE directive, the Banking Commission may require at an early stage supervised institutions to hold own funds exceeding the minimum amount required by the applicable rules and/or require them to apply a specific policy of provisioning or special treatment to their assets for regulatory purposes and/or require them to restrict or limit temporarily their activity.   
· In case of a lasting and/or serious breach, the Banking Commission may use its sanctioning powers against the institution.
