Guide to the 2003 World Bank Survey

This guide indicates the questions for the World Bank Survey. It provides a shortened and condensed version of the original survey questions.

1. Entry into Banking

1.1 What body/agency grants commercial banking licenses?


1.1.1 Is there more than one body/agency that grants licenses to banks?


1.1.2 Is more than one license required (e.g., one for each banking activity, such as commercial banking, securities operations, insurance, etc.)?

1.2 How many commercial banks were there at year-end 2001?


1.2.1 What are the total assets of all commercial banks at year-end 2001?


1.2.2 What are the total deposits of all commercial banks at year-end 2001?

1.3 What are the minimum capital entry requirements (in U.S. $ and/or domestic currency)?


1.3.1 Is this minimum capital entry requirement the same for a foreign branch and subsidiary?

1.4 Is it legally required that applicants submit information on the source of funds to be used as capital?

1.5 Are the sources of funds to be used as capital verified by the regulatory/supervisory authorities? 

1.6 Can the initial disbursement or subsequent injections of capital be done with assets other than cash or government securities?

1.7 Can initial disbursement of capital be done with borrowed funds?

1.8 Which of the following are legally required to be submitted before issuance of the banking license?


1.8.1 Draft by-laws?


1.8.2 Intended organization chart?


1.8.3 Financial projections for first three years?


1.8.4 Financial information on main potential shareholders?


1.8.5 Background/experience of future directors?


1.8.6 Background/experience of future managers?


1.8.7 Sources of funds to be disbursed in the capitalization of new bank?


1.8.8 Market differentiation intended for the new bank?

1.9 In the past five years, how many applications for commercial banking licenses have been received

       from domestic entities?


1.9.1 How many of those applications have been denied?

1.10 In the past five years, how many applications for commercial banking licenses have been received   

         from foreign entities? And how many have been denied?


1.10.1 Number of applications from foreign entities to enter through the acquisition of domestic bank?

       1.10.2 Number of applications from foreign entities to enter through new, capitalized subsidiary?

       1.10.3 Number of applications from foreign entities to enter through opening a branch?

       1.10.4 Number of applications from foreign entities to enter through some other means?

1.11 What were the primary reasons for denial of the applications in 1.9.1 and 1.10.1?


1.11.1 Capital amount or quality?


1.11.2 Banking skills?


1.11.3 Reputation?


1.11.4 Incomplete application?


1.11.5 Other reasons(s). Please list.

1.12 Are foreign entities prohibited from entering through:


1.12.1 Acquisition?


1.12.2 Subsidiary?


1.12.3 Branch?

2. Ownership

2.1 Is there a maximum percentage of bank capital that can be owned by a single owner?


2.1.1 If yes, what is the percentage?

2.2 Can related parties own capital in a bank?


2.2.1 If yes, what are the maximum percentages associated with the total ownership by a related party group (e.g., family, business associates, etc.)?


2.2.2 Are there penalties for violating this rule?

2.3 What is the level of regulatory restrictiveness for nonfinancial firms ownership of bank: 


Unrestricted - A nonfinancial firm may own 100 percent of the equity in a bank?


Permitted - Unrestricted with prior authorization or approval?


Restricted - Limits are placed on ownership, such as a maximum percentage of a bank's capital or shares?


Prohibited - No equity investment in a -bank?

2.4 What fraction of capital in the largest 10 banks is owned by commercial/industrial and/or financial conglomerates?  If there are fewer than 10 banks, use that number in your answer.

2.5 What is the level of regulatory restrictiveness for non-bank financial firms (e.g., insurance companies, finance companies, etc.) ownership of commercial banks:



Unrestricted - A non-bank financial firm may own 100 percent of the equity in a bank?


Permitted - Unrestricted with prior authorization or approval?


Restricted - Limits are placed on ownership, such as a maximum percentage of a bank's capital or shares?


Prohibited - No equity investment in a bank?

2.6
Of commercial banks in your country, what fraction of: 


2.6.1 deposits is held by the five (5) largest banks at year-end 2001?


2.6.2 assets is held by the five (5) largest banks at year-end 2001?

2.7 Of all deposit-taking institutions in your country, what fraction of their assets is held by just commercial banks?

3. Capital

3.1 What is the minimum capital-asset ratio requirement?


3.1.1 Is this ratio risk weighted in line with the Basle guidelines?

3.2 Does the minimum ratio vary as a function of an individual bank's credit risk?

3.3 Does the minimum ratio vary as a function of market risk?

3.4
What is the actual risk-adjusted capital ratio in banks as of year-end 2001, using the 1988 Basle Accord definitions?


3.4.1 What is the actual equity capital ratio (i.e., not risk-adjusted) of banks as of year-end 2001?   

3.5 Is subordinated debt allowable as part of capital?

3.6 Is subordinated debt required as part of capital?

3.7 What fraction of revaluation gains is allowed as part of capital?

3.8 What fraction of the banking system's assets is in banks that are:


3.8.1 50% or more government owned as of year-end 2001?


3.8.2 50% or more foreign owned as of year-end 2001?

3.9 Before minimum capital adequacy is determined, which of the following are deducted from the book value of capital:


3.9.1 Market value of loan losses not realized in accounting books?


3.9.2 Unrealized losses in securities portfolios?


3.9.3 Unrealized foreign exchange losses?

3.10 Are accounting practices for banks in accordance with International Accounting Standards (IAS)?

3.11 Are accounting practices for banks in accordance with U.S. Generally Accepted Accounting Standards (GAAS)?

4. Activities

 4.1 What is the level of regulatory restrictiveness for bank participation in securities activities (the ability of banks to engage in the business of securities underwriting, brokering, dealing, and all aspects of the mutual fund industry):


Unrestricted - A full range of activities in the given category can be conducted directly in the bank?


Permitted - A full range of activities can be conducted, but all or some must be conducted in subsidiaries?


Restricted - Less than a full range of activities can be conducted in the bank or subsidiaries?


Prohibited - The activity cannot be conducted in either the bank or subsidiaries?

 4.2 What is the level of regulatory restrictiveness for bank participation in insurance activities (the ability of banks to engage in insurance underwriting and selling):


Unrestricted - A full range of activities in the given category can be conducted directly in the bank?


Permitted - A full range of activities can be conducted, but all or some must be conducted in subsidiaries?


Restricted - Less than a full range of activities can be conducted in the bank or subsidiaries?


Prohibited - The activity cannot be conducted in either the bank or subsidiaries?

4.3 What is the level of regulatory restrictiveness for bank participation in real estate activities (the ability of banks to engage in real estate investment, development, and management):


Unrestricted - A full range of activities in the given category can be conducted directly in the bank?


Permitted - A full range of activities can be conducted, but all or some must be conducted in subsidiaries?


Restricted - Less than a full range of activities can be conducted in the bank or subsidiaries?


Prohibited - The activity cannot be conducted in either the bank or subsidiaries?

4.4 What is the level of regulatory restrictiveness for bank ownership of nonfinancial firms:


Unrestricted - A bank may own 100 percent of the equity in any nonfinancial firm?


Permitted - A bank may own 100 percent of the equity in a nonfinancial firm, but ownership is limited based on a bank's equity capital?


Restricted - A bank can only acquire less than 100 percent of the equity in a nonfinancial firm?


Prohibited - A bank may not acquire any equity investment in a nonfinancial firm?

5. External Auditing Requirements

5.1 Is an external audit a compulsory obligation for banks?

5.2 Are specific requirements for the extent or nature of the audit spelled out?

5.3 Are auditors licensed or certified?

5.4 Do supervisors get a copy of the auditor's report?

5.5 Does the supervisory agency have the right to meet with external auditors to discuss their report without the approval of the bank?

 5.6 Are auditors required by law to communicate directly to the supervisory agency any presumed involvement of bank directors or senior managers in illicit activities, fraud, or insider abuse?

5.7 Can supervisors take legal action against external auditors for negligence?

5.8 Has action been taken against an auditor in the last 5 years?

6. Internal Management/Organizational requirements

6.1 Can the supervisory authority force a bank to change its internal organizational structure?

6.2 Has this power been utilized in the last 5 years?

7. Liquidity & Diversification Requirements

7.1 Are there explicit, verifiable, and quantifiable guidelines regarding asset diversification (for example, are banks required to have some minimum diversification of loans among sectors, or are their sectoral concentration limits)?

7.2 Are banks prohibited from making loans abroad?

7.3 Are banks required to hold either liquidity reserves or any deposits at the Central Bank?


7.3.1 If so, what are these requirements?

7.4 Do these reserves earn any interest?


7.4.1 What interest is paid on these reserves?

7.5 Are banks allowed to hold reserves in foreign denominated currencies or other foreign denominated instruments? If yes, please state the ratio

7.6 Are banks required to hold reserves in foreign denominated currencies or other foreign denominated instruments? If yes, please state the ratio

7.7 What percent of the commercial banking system’s assets is foreign-currency denominated?

7.8 What percent of the commercial banking system’s liabilities is foreign-currency denominated?

7.9 What percent of the commercial banking system’s assets is in central government bonds?

7.10 What percent of the commercial banking system’s assets is funded with deposits? 


7.10.1 What percent of the commercial banking system’s assets is funded with insured deposits?

8. Depositor (Savings) Protection Schemes
8.1 Is there an explicit deposit insurance protection system? 


If no, you may skip to question 8.2.  If yes:


8.1.1 Is it funded by (check one) : the government, the banks, or both ?



8.1.2 Are premia collected regularly (ex ante)


          only when there is a need (ex post)



   or both?



8.1.3 Do deposit insurance fees charged to banks vary based on some assessment of risk? 


8.1.4 If pre-funded, what is the ratio of accumulated funds to total bank assets?


8.1.5 What is the deposit insurance limit per account (in US$ and local currency)?



8.1.5.1 US$:



8.1.5.2 Domestic currency:


8.1.6 Is there a limit per person?



8.1.6.1 If yes, what is that limit (in domestic currency)?


8.1.7 Is there formal co-insurance, that is, are depositors only insured for some percentage of their deposits, either absolutely or above some floor and/or up to some limit? 


8.1.8 Does the deposit insurance scheme also cover foreign currency deposits? 


8.1.9 Are interbank deposits covered? 


8.1.10 Does the deposit insurance authority make the decision to intervene a bank? 



8.1.10.1 If no, who does?


8.1.11 Does the deposit insurance authority have the legal power to cancel or revoke deposit insurance for any participating bank?

8.2 As a share of total assets, what is the value of large denominated debt liabilities of banks-subordinated debt, bonds, etc.-that are definitely not covered by any explicit or implicit savings protection scheme?

8.3 As part of failure resolution, how many banks closed or merged in the last 5 years?  

8.4 Were depositors wholly compensated (to the extent of legal protection) the last time a bank failed?


8.4.1 On average, how long does it take to pay depositors in full? 


8.4.2 What was the longest that depositors had to wait in the last 5 years? 

8.5 Were any deposits not explicitly covered by deposit insurance at the time of the failure compensated when the bank failed (excluding funds later paid out in liquidation procedures)?

8.6 Can the deposit insurance agency/fund take legal action against bank directors or other bank officials?

8.7 Has the deposit insurance agency/fund ever taken legal action against bank directors or other bank officials?

8.8 Are non-residents treated differently than residents with respect to deposit insurance scheme coverage? 


8.9
Who manages the insurance fund?  Is it managed:


a. solely by the private sector?


b. jointly by private-public officials?


c. solely by public sector ?

8.10. Is participation in the deposit insurance system compulsory for all banks?


9. Provisioning Requirements

9.1 Is there a formal definition of a "non-performing loan”?


9.1.1 The primary system for loan classification is based on (PLEASE PICK ONE): 



(a)  the number of days a loan is in arrears         




(b)  a forward looking estimate  of the probability of default   



(c)  other 


9.2  How many days is a loan in arrears classified as:


9.2.1 Sub-standard?


9.2.2 Doubtful?


9.2.3 Loss?

9.3 What is the minimum provisioning required as loans become:


9.3.1 Sub-standard?


9.3.2 Doubtful?


9.3.3 Loss?

9.4 What is the ratio of non-performing loans to total assets as of year-end 2001?

9.5 If a customer has multiple loans and one loan is classified as non-performing, are the other loans automatically classified as non-performing?

9.6 What is the aggregate net interest margin-to-asset ratio as of year-end 2001?

9.7 What is the aggregate overhead costs-to-asset ratio as of year-end 2001?

9.8
What is the tax deductibility of provisions:


9.8.1 Specific provisions can be deducted?


9.8.2 General provisions can be deducted?



9.8.3 Provisions cannot be deducted?

10. Accounting/Information Disclosure Requirements

10.1 Does accrued, though unpaid, interest/principal enter the income statement while the loan is still

         performing?


10.1.1 Does accrued, though unpaid, interest/principal enter the income statement while the loan is still non-performing?

10.2 After how many days in arrears must interest income accrual cease?

10.3 Are financial institutions required to produce consolidated accounts covering all bank and any non-bank financial subsidiaries?

10.4 Are off-balance sheet items disclosed to supervisors?


10.4.1 Are off-balance sheet items disclosed to the public?

10.5 Must banks disclose their risk management procedures to the public?

10.6 Are bank directors legally liable if information disclosed is erroneous or misleading?


10.6.1 What are the penalties, if applicable?


10.6.2 Have penalties been enforced?

10.7 Do regulations require credit ratings for commercial banks?


10.7.1 What percentage of the top ten banks are rated by international credit rating agencies (e.g. Moody's, Standard and Poor)? 


10.7.2 How many of the top ten banks are rated by domestic credit rating agencies?


10.7.3 Which bank activities are rated?



10.7.3.1 Bonds?


10.7.3.2 Commercial paper?


10.7.3.3 Other activity (e.g., bank certificates of deposit, pension and mutual funds, insurance companies, financial guarantees, etc.)?

11. Discipline/Problem Institutions/Exit

11.1 Are there any mechanisms of cease and desist-type orders, whose infraction leads to the automatic

         imposition of civil and penal sanctions on the banks directors and managers?

11.1.1 Are bank regulators/supervisors required to make public formal enforcement actions, which include cease-and desist orders and written agreements between a bank regulatory/supervisory body and a banking organization?

11.2 Can the supervisory agency order the bank’s directors or management to constitute provisions to

         cover actual or potential losses?

11.3 Can the supervisory agency suspend the directors' decision to distribute:


11.3.1 Dividends?


11.3.2 Bonuses?


11.3.3 Management fees?

11.4 Have any such actions been taken in the last 5 years?

11.5 Which laws address bank insolvency?

11.6 Can the supervisory agency legally declare-such that this declaration supersedes the rights of bank shareholders-that a bank is insolvent?

11.7 Does the Banking Law give authority to the supervisory agency to intervene-that is, suspend some or all ownership rights-a problem bank?

11.8 Does the Law establish pre-determined levels of solvency deterioration which forces automatic actions (like intervention)?

11.9   Regarding bank restructuring and reorganization, can the supervisory agency or any other government agency do the following: 


11.9.1 Supersede shareholder rights?


11.9.2 Remove and replace management?


11.9.3 Remove and replace directors?


11.9.4 Forbear certain prudential regulations?


11.9.5 Insure liabilities beyond any explicit deposit insurance scheme?

11.10.1 During the last five years, how many banks have been resolved in the following way, and what was the percentage of assets of the banking system accounted for by each:


a. Closure and liquidation? 


b. Intervention and open bank assistance?


c. Transfer of assets and liabilities (incl. purchase and assumption) or merger and acquisition. Other (please specify)?

11.10.3 How many months did each of these resolution techniques take on average, from the moment of intervention by the responsible authority to the moment of resolution?

11.11 Who is responsible for appointing and supervising a bank liquidator/receiver?

11.12 Is court approval required for supervisory actions, such as superceding shareholder rights, removing and replacing management, removing and replacing director, or license revocation? 

11.13 Is court order required to appoint a receiver/liquidator in the event of liquidation?

11.14 Can the bank shareholders appeal to the court against a decision of the bank supervisor? 


12. Supervision

12.1 What body/agency supervises banks? 


12.1.1 Is there more than one supervisory body?

12.2 To whom are the supervisory bodies responsible or accountable?


12.2.1 How is the head of the supervisory agency (and other directors) appointed?


12.2.2 Does the head of the supervisory agency (and other directors) have a fixed term? If yes, how long is the term?


12.2.3 The head of the supervisory agency can be removed by:



a: the decision of the head of government (e.g., President, Prime Minister)?



b: the decision of the Finance Minister or other cabinet level authority?



c: a simple majority of a legislative body (Parliament or Congress)?



d: a supermajority (e.g., 60%, 75%) of a legislative body?



e: other?

12.3 Are there important differences between what the supervisory agency is expected to do and what is mandated by law?

12.4 How many professional bank supervisors are there in total?

12.5 How many onsite examinations per bank were performed in the last five years (annually, every two years, less frequently)?

12.6 What is the total budget for supervision in local currency or dollars (please specify) in 2002?

12.7 How frequently are onsite inspections conducted in large and medium size banks?

12.8 How many of the total bank supervisors have more than 10 years of experience in bank supervision?


12.8.1 What is the average tenure of current supervisors i.e. (what is the average number of years current supervisors have been supervisors)?

12.9 If an infraction of any prudential regulation is found by a supervisor, must it be reported? 


12.9.1   Are there mandatory actions in these cases?


12.9.2 Who authorizes exceptions to such actions?


12.9.3   How many exceptions were granted last year?

12.10 Are supervisors legally liable for their actions (e.g., if a supervisor takes actions against a bank can he/she be sued)?

