Does your domestic legal framework specify any triggers (including, but not limited to, quantitative thresholds for particular financial indicators) under which automatic corrective action should be taken by your authority? If yes, please indicate which triggers exist and, what action would follow from their activation. If such triggers have actually been activated in the past, please provide a brief description of the events.

Hungary Response

Triggers

According to Act CXII of 1996 on Credit institutions and financial enterprises (’Act’) the following quantitative triggers exist under which the HFSA shall take the necessary actions:

(i) the credit institution’s own funds is less than seventy-five per cent of the capital requirements specified inthe Act,

(ii) wishes to pay or pays dividends in a situation when its own funds is below the capital requirements specified in Subsections (1)-(2) of Section 76, or has failed to set aside general reserves during the year,

(iii) does not have sufficient provisions and the valuation of its assets is inadequate, as a consequence of which its solvency margin must be reduced by the amount of unaccounted accumulation of provisions and adjustments,
has own funds that is less than fifty per cent of the capital requirements specified in Subsections (1)-(2) of Section 76,

(iv) wishes to pay or pays dividends in a situation where its own funds is below fifty per cent of the capital requirements specified in Subsections (1)-(2) of Section 76,

(v) fails to meet its obligation to create provisions or the obligation of value adjustment, has insufficient provisions and inadequate value adjustments, meaning that the evaluation of off-balance sheet items and assets was incorrect, as a consequence of which its solvency ratio falls below four per cent because the solvency margin were reduced by the amount of unaccounted accumulation of provisions and value adjustments,

The qualitative triggers are as follows: 
the credit institution regularly or severely violates regulations on exposures (such as to undertake any exposure without due care and diligence)
operates without the necessary accounting, management information or internal control system, or these systems are inefficient to indicate the credit institution's actual financial position. 
Other triggers are as follows:
it can only comply with the relevant capital adequacy requirement in such a way that it cannot repay a junior subordinated loan on time

 by non-observance of the regulations for ensuring liquidity and the approximation of maturities of assets and liabilities, severely endangers the maintenance of the liquidity of the credit institution,

regularly or substantially violates the regulations on exposures and thus severely endangers the credit institution's liquidity, solvency or ability to produce income,

Measures applicable by the HFSA in case of triggers (i)-(iii); (vii);(ix) 
In the event if any violation of regulations or deficiencies are established - if these do not severely endanger the prudent operation of the financial institution -, the HFSA shall take the following measures:

a) it may call upon the financial institution within the framework of negotiations held with an executive officer to take the necessary steps

1) in order to eliminate the revealed deficiencies to comply with the regulations of this Act and the provisions of legal regulations on prudent operation,

2) to maintain or improve its financial position;

b) it may advise the financial institution

1) to provide further training to its employees (managers) or to hire employees (managers) with the appropriate professional skills,

2) to draw up its standard service agreement and/or internal rules and regulations before the prescribed deadline, or to adapt it according to specific criteria,

3) to change its business management concept;

c) it may stipulate the fulfillment of obligation for extraordinary supply of data;

d) it may oblige the financial institution to draw up and execute an action plan;

e)  issue a disciplinary warning to the executive officer of the financial institution.

f) adopt a resolution to declare the fact of infringement, and shall order the cessation of the infringement or prohibit any further infringement;

g) require the credit institution to take measures for the reinforcement of the arrangements, processes, mechanisms and strategies relating to its internal control mechanism, corporate governance functions, risk management procedures and internal models for the assessment of capital adequacy.

(2) In the cases listed in Subsections (2) and (6) of Section 151, the HFSA shall apply the following measures:

a) delegate - one or more - on-site inspectors to the financial institution;

b) oblige the financial institution

1) to adopt internal rules and regulations, or to adapt and apply these regulations according to specific criteria,

2) to provide professional training for employees (managers) or to hire employees (managers) with the appropriate professional skills,

3) to conduct an investigation in the interest of determining responsibilities for the damages caused and to initiate proceedings against the responsible person,

4) to reduce operating costs,

5) to accumulate sufficient reserves,

6) to convene the board of directors or the supervisory board and advise these bodies to discuss specific items on the agenda and to the necessity of making specific decisions,

7) to draw up and implement a restoration plan,

8) to elect another auditor;

9) to comply with the additional capital requirement prescribed under Subsection (2) of Section 76, however, the additional capital charge of the credit institution may not be higher than the capital requirement specified in Subsection (1) of Section 76.

c) it may prohibit, limit or make subject to conditions

1) payment of dividends,

2) payment of remuneration of executive officers,

3) raising of loans by the owners of financial institutions, or rendering services to them by credit institutions which involve any exposure,

4) extension of loans by financial institutions to enterprises belonging to the sphere of interests of the owners or executive officers,

5) extension (prolongation) of deadlines specified in loan or credit agreements,

6) performing certain financial service activities or activities auxiliary to financial services,

7) opening new branches, starting new financial services as well as starting up new activities (business lines) within a financial service.

(3)  If the asset retention index of a credit institution operating as a branch office falls below one hundred per cent, the HFSA shall order the parent foreign credit institution to bring the branch office into compliance with the provisions on capital maintenance ratio.

Measures applicable by the HFSA in case of triggers (iv)-(vi); (viii);(x)-(xi)
 In the cases described in Subsection (3) of Section 151, the HFSA shall apply the following extraordinary measures - in addition to those set forth in Subsections (2)-(3) of Section 153 - in lieu of bankruptcy proceedings:

a) it may stipulate

1) to sell the credit institution’s assets used for purposes other than banking operations,

2) for the financial institution to settle its capital structure within the deadline and in compliance with the requirements prescribed by the HFSA,

3) compliance with the capital requirement above the limit specified in Subsections (1)-(2) of Section 76, which may not be lower than the capital requirement specified in Subsection (1) of Section 76, in respect of the financial services performed by the financial institution and the exposures of the financial institution;

b) it may limit or prohibit the credit institution

1) to conclude transactions between the owners and the credit institution,

2) to effect payment of deposits and other repayable resources,

3) to undertake commitments;

c) it may determine the highest rate of interest that may be charged by the credit institution;

d) it may compel the board of directors to convene the general meeting, and furthermore, it may advise these bodies to discuss specific items on the agenda and to the necessity of making specific decisions; as well as

e) it may delegate a supervisor to the credit institution.
As far as the powers referred to in questions 85, 86, 87 and 90 is concerned the HFSA has not encountered any significant problem so far. 
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