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Supervisors should assess the risk profile of banks in terms of the risks they
run, the efficacy of their governance and risk management, and the risks they
pose to banking and financial systems. This process focuses supervisory
resources where they can be utilised optimally, concentrating on outcomes

and moving beyond passive assessment of compliance with rules.
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4 BCBS — The Basel Committee on Banking Supervision, Bank for International Settlements, Core
Principles for Effective Banking Supervision (2024).
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Communication with the bank is therefore very important and
forms a critical part of early and effective intervention... A balance also
has to be struck between informal methods — to be used if the bank’s
problems are less serious and bank management is cooperative ... More
formal corrective measures will be used when banks face more serious
problems or are not cooperating to ensure compliance with supervisory
recommendations. The use of formal corrective action is therefore seen
as having moved beyond early supervisory intervention and towards

dealing with weak banks.®
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sanctioning powers of supervisors
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The supervisor acts at an early stage to address unsafe and
unsound practices or activities that could pose risks to banks or to the
banking system. The supervisor has at its disposal an adequate range of

supervisory tools to bring about timely corrective actions...

The supervisor uses an appropriate range of supervisory tools in a timely

manner when, in the supervisor’s judgment, a bank is not complying with laws,

5 BCBS, Bank for International Settlements, Frameworks for Early Supervisory Intervention (2018)




regulations or supervisory actions, is engaged in unsafe or unsound practices
or in activities that could pose risks to the bank or the banking system, or when
the interests of depositors are otherwise threatened.®
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The realistic threat of enforcement action can be an important
tool in deterring poor behavior, misconduct and achieving compliance
with consumer protection requirements. Therefore oversight bodies
have the necessary powers to impose remedial measures, take

corrective enforcement action and impose sanctions, where necessary.

Oversight bodies have the necessary powers to apply a range of
actions or remedial measures which allows for early intervention when

necessary.

Preventive and corrective measures are commensurate with the
severity of the issues encountered and may include fines, remediation to
consumers, routine off-site surveillance and on-site examinations,
monitoring of complaints received from consumers, undertaking of

thematic reviews and continuous dialogue with entities.
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6 Basel Committee on Banking Supervision, Core Principles for Effective Banking Supervision, BIS,
2024.

7 G20/OECD Task Force on Financial Consumer Protection, Effective Approaches to Support the
Implementation of the Remaining G20/OECD High-Level Principles on Financial Consumer

Protection, 2014, pp. 20-21, §§ 94-96, 98, 100.
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Examinations are fundamental to the supervision... Examiners
evaluate bank activities and management processes to ensure that
banks operate in a safe and sound manner, do not take excessive risks,

and comply with laws and regulations.
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