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Monetary and Financial law
This law creates a regulatory system, which adapts to the international

trends of market liberalization and globalization.
It unifies numerous laws and regulations and introduces

needed changes to the financial sector

Summary

• The Monetary and Financial Administration is
composed of the Monetary Board, the Central
Bank and the Banking Superintendency

• The agencies of the Monetary and Financial
Administration establish and execute the mon-
etary policies and regulate and supervise all
Financial Institutions

• The Central Bank, autonomous by Constitutional
mandate, enforces the monetary program and
issues the national currency

• Monetary and financial operations shall be ex-
ecuted under free market conditions

• The law provides various supervision mechanisms
to protect the banking consumers

• A Contingency Fund is created to guarantee the
deposits from the public, in the case of a dissolu-
tion of a Financial Institution

• Savings and Loan Institutions are now under the
supervision of the Banking Superintendency under
the provisions of the Monetary Law. The Banco
Nacional de la Vivienda (the national housing
bank) shall have new functions.

SECTION I

General Concepts
The Monetary and Financial Law contains provisions regulating
the monetary system for purposes of maintaining price stability;
and, provisions that regulate the financial system, with the
objectives of ensuring compliance with the conditions of
liquidity, financial stability and management applicable to
Financial Institutions and to achieve proper functioning of the
system in a competitive, efficient and free trade environment.

Regulation of both systems is comprised of the provisions
included in the Constitution and the Monetary and Financial
Law. Additionally, regulations, guidelines and other rules of
procedures dictated by the entities of the Monetary and Financial
Administration also constitute part of the legal framework,
subordinated to the aforementioned legislation. Provisions of
Administrative and Civil and Commercial Law are also applied
in a supplementary manner.

Terms defined under the Monetary and Financial Law

All Purpose Banks: Financial Institutions that may receive from
the public deposits payable on demand or sight deposits and
deposits to checking accounts, as well as carry out the operations
included within the list of activities set forth in the Monetary
and Financial Law.

Abandoned Accounts: are current, savings, term, special or any
other type of accounts opened with Financial Institutions
regarding which their owners have not performed any
management act or given any instructions in a way that it becomes
evident that the account has been inactive for ten years.

Circular:  internal acts of the Central Bank and the Banking
Superintendency.

Credit Institutions: Financial Institutions whose funds are
obtained through savings and term deposits, and never in on
demand deposits or in current accounts.
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Legal Reserve

Requirement to
maintain in the

Central Bank, or
wherever is

determined by the
Monetary Board, a

percentage of all the
funds received from

the public through any
means or instrument,
whether in local or
foreign currency.

Exchange brokerage: purchase and sale of foreign currency in a

customary manner.

Financial Brokerage: Customary receipt of funds from the public

in order to grant them to third parties, whichever the type or

denomination of the reception and granting instrument used.

The authorities may determine, through regulations, if a

customary receipt of funds, because of its charitable nature, does

not constitute financial brokerage

for the purposes of this Law.

Foreign Currency: bills and coins

from foreign countries, whatever

their denomination or

characteristic, irrespective of the

payment means used to carry out

their sale or purchase.

Guidelines: regulations established

by the Central Bank and the

Banking Superintendency.

Internal Rules: internal rules issued

by the Monetary Board, the Cen-

tral Bank and the Banking

Superintendency.

Legal Reserve: requirement to

maintain in the Central Bank, or wherever is determined by the

Monetary Board, a percentage of all the funds received from the

public through any means or instrument, whether in local or

foreign currency.

Monetary and Financial Administration: group of institutions

exclusively responsible for the creation of policies, regulations,

implementation, monitoring and application of sanctions in

accordance with the Monetary and Financial Law and its

Regulations.

Monetary and Financial Resolutions: Regulatory provisions of

the Monetary Board.

Monetary Program: annual program proposed by the Central

Bank and subject to approval by the Monetary Board, including

the objectives and goals to be pursued

during the period in question, as well

as the measures or policy actions

deemed necessary to ensure its

compliance.  This program is subject

to a quarterly review.

Public Financial Institutions: entities

which perform financial brokerage

activities and whose majority

shareholder is the Dominican State.

Related Services Institutions: are mu-

tual funds managers and stockbrokers.

These institutions cannot be financed

through the reception of deposits from

the public.

Risk Groups: refers to two or more

individuals or corporations linked by

property, management, family ties or control relationships. The

Monetary Board will determine the existence of Risk Groups.

Support Services Institutions: are those devoted exclusively to

collection activities, invoice discounts, leasing, administration

of automatic tellers, affiliation and processing of credit cards,

exchange agents, electronic processing of data, credit information

centers and other similar services.

“

”
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The Monetary and Financial Law
created the Monetary and
Financial Administration, com-

prised of a group of entities that exclu-
sively regulate and supervise the local
monetary and financial
sectors, in accordance with
the Law and its Regula-
tions. These agencies are
the Monetary Board; the
Central Bank of the Do-
minican Republic; and the
Banking Superintendency
and they enjoy functional,
organizational and budget-
ary autonomy for the per-
formance of their supervi-
sory and regulatory roles.

In order to comply with the roles assigned
to the above-mentioned authorities, all in-
dividuals and companies within the sys-
tem must provide these regulating bodies
with information, and the negative to do
so may result in sanctions.

ACTS OF THE MONETARY
AND FINANCIAL ADMINIS-
TRATION: EFFECTS AND
RECOURSES

The acts of institutions of the Monetary
and Financial Administration when exer-
cising their respective functions in accor-
dance with the procedures established by
Law, enjoy a presumption of legality, un-
less there is evidence to the contrary. Ac-
cording to provisions of the Monetary and
Financial Law, these acts are immediately
enforceable and their non compliance car-

ries the corresponding sanctions contem-
plated in the Law.  For the compulsory
enforcement of administrative actions, the
Monetary and Financial Administration
may request, if necessary, the assistance

of the police and the pub-
lic prosecutor.

The Monetary and Finan-
cial Law provides that ac-
tions of the Monetary and
Financial Administration
putting an end to an admin-
istrative process may be
subject to appeal. These
acts are appealed, through
a Reconsideration Re-
course before the same
agency that issued the act

and a Hierarchical Recourse before the
Monetary Board. The acts
of the Monetary Board that
end an administrative re-
course may be subjected to
another recourse of review
before the Tribunal
C o n t e n c i o s o
Administrativo de lo
Monetario y Financiero.
These processes shall be
regulated by the Monetary
and Financial Administra-
tion.

The following are not sub-
ject to recourse: (i) actions
initiating proceedings and procedural ac-
tions separate from the action ending the
corresponding proceedings; (ii) actions

SECTION II

Monetary and Financial Administration
The Monetary Board, the Central Bank and the Banking Superintendency are in
charge of regulating and supervising the financial and monetary system  in the

Dominican Republic

The Monetary
Board, the

Central Bank and
the Banking

Superintendency
enjoy functional,
organizational
and budgetary

autonomy

In order to com-
ply with the roles
assigned to the
authorities, all
individuals and

companies within
the system must

provide these
regulating bodies
with information.

which define the annual objective of the
monetary program, those of execution of
the monetary policy or those which ap-
prove or modify the annual financial moni-
toring and supervision plan; and (iii) Rules
and Guidelines (an appeal can only be
filed to contest an enforcement action of
such).

Filing an appeal does not have suspen-
sion effects with respect to the enforce-
ability of the appealed action, except
when said action puts an end to a sanc-
tioning procedure or when the execu-
tion of said action may cause, objec-
tively considered, an irremediable effect
for the purposes of this Law.

MONETARY AND FINANCIAL
CONTENTIOUS - ADMINIS-

TRATIVE COURT

This court will be domi-
ciled in Santo Domingo
and will be constituted
by five judges elected in
accordance with the
provisions of the Con-
stitution. Said court will
only hear of a review
remedy (contencioso-
administrativo re-
course) filed against ac-
tions and resolutions
carried out by the Mon-

etary Board, whether having been de-
cided through a Reconsideration or
Hierarchical Recourse.
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The Monetary and Financial
Administration has the following
personnel:

• Authorities, who are the members of
the Monetary Board - which include the
Governor of the Central Bank and the
Banking Superintendent - the Vice
Governor of the Central Bank and the
Banking Intendent.

• Officers, who are the ones that perform
functions similar or higher to the level
of Deputy Director in accordance with
corresponding internal rules; and

• Employees, who are the rest of the
staff.

All personnel of the Monetary and
Financial Administration have the duty to
perform their work respecting
confidentiality, with absolute impartiality
and in accordance with established rules
and procedures. Likewise, all will be
governed by a system of personal
administrative responsibility, without
prejudice of relevant civil and penal laws,
enforceable through the corresponding
disciplinary procedures.

MONETARY AND FINANCIAL
ADMINISTRATIVE PERSONNEL

Among other things, the Monetary Board sets
the Monetary and Financial policies, promotes
legislative changes and approves the monetary

program of the nation

The Monetary Board is the highest body
of the Monetary and Financial Adminis-
tration and, as such, it is responsible for
ensuring proper interaction and function-
ing of the agencies comprising it.

Its operating expenditures will be included
in the budgets of the Central Bank and
the Banking Superintendency in a propor-
tion determined by the Monetary Board.

Role

a. Determine the monetary, exchange, and
financial policies of the country;

b. Approve the Monetary Program;
c. Dictate the monetary and financial regu-

lations and approve the Internal Regu-
lations of the Central Bank and the Bank-
ing Superintendency as well as the ba-
sic structure of said institutions as pro-
posed by the institutions themselves;

d. Approve the budgets of the Central Bank
and the Banking Superintendency;

e. Grant and revoke authorization to oper-
ate as an Exchange Broker or Financial
Institution, as well as authorize merg-
ers, takeovers, segregations, and simi-
lar operations among Financial Institu-
tions as proposed by the Banking Su-
perintendency;

f. To know and rule on the Hierarchical
Recourses filed against acts of the Cen-
tral Bank and the Banking Superinten-
dency;

g. Approve and submit to the Executive
Power amendment proposals for the
monetary and financial legislation;

h. Appoint, dismiss or remove officials of
the Central Bank and the Banking Su-

perintendency;
i. Appoint the Comptroller of the Central

Bank and the Banking Superintendency;
j. Determine in accordance with the law,

the denominations of the bills and coins
of legal tender and its characteristics, as
well as the elimination of currency in
circulation; and

k. Perform other duties the Law may re-
quire.

Structure

The Monetary Board will be constituted
of a total of 9 members:

• Three ex-officio members, which are the
Governor of the Central Bank as Chair-
man; the Secretary of State of Finance
and the Banking Superintendent. The
Chairman of the Monetary Board is ex-
clusively responsible for representing it
officially, responsibility which cannot be
delegated.

• Six members appointed by the President
of the Republic, for a two-year renew-
able term.

All appointed members of the Monetary
Board must be Dominican, of at least 35
years, of well-known professional abili-
ties and with more than ten years of expe-
rience in economic, financial or entrepre-
neurial activities. Their respective activi-
ties must not constitute a conflict of inter-
ests with the performance of the respon-
sibilities as member of the Monetary
Board.

A General Monetary and Financial Pros-
ecutor appointed by the Executive Power
will represent the Monetary and Financial
Administration before said Tribunal. This
official will be required to deliver his opin-
ion within a term not to exceed 60 days
from the date on which he is notified of
the case, being able to request only one
45-day extension. Once these terms have
elapsed, if an opinion has not been issued,
the Court may rule the matters submitted
without taking into account the opinion
of the prosecutor.

Its operations will be regulated by Law
1494 dated October 1, 1947 and Articles
148 and following of the Tax Code. Until
this Court starts operations, the actions of
the Monetary Board will not be subject to
appeals and once in operation the rulings
passed by the Court may only be appealed
before the Supreme Court of Justice.
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Causes which prevent a person from
being a member of the Monetary Board

Appointed members can only be
dismissed through a decision adopted by
3/4th of the members of the Monetary
Board, for one of the following causes:

a. When an event occurs that determines
the existence of conflict of interests or
any of the inability causes mentioned
above;

b. When they violate the confidentiality
obligation;

c. When they use for their own benefit or
to benefit others information obtained
in the performance of their duties;

d. When they are absent or do not attend,
without justification, three consecutive
sessions of the Monetary Board.

Members must present, at the beginning
of their term and every succeeding year,
a sworn statement of their assets and
commercial and advisory relationships
and also the non existence of  any of the
incompatibility causes set forth by the Law
in said relationships.

CAUSES FOR DISMISSAL

A member of the
Monetary Board
cannot perform

other public
remunerated

functions with the
exception of
teaching or

academic posts.

The following are causes which prevent a
person from being a member of the Mon-
etary Board:

a. Being a relative of another member of
the Monetary Board up to the third de-
gree of consanguinity or second in af-
finity, or have ties or economic or work-
ing interests which coincide with another
member;

b. Having been Director
or Manager of a Finan-
cial Institution at some
point during the five
years prior to the date
on which this institution
had (i) its authorization
to operate revoked due
to violations; (ii) not
complied with a recov-
ery program; (iii) been
subjected to an inter-
vention, dissolution or forced liquida-
tion, or bankruptcy process; or (iv) been
part of a salvage action on the part of
the State;

c. Having been sanctioned for violations
to regulations in force regarding mon-
etary and financial matters being sepa-

rated from the post and disabled to per-
form during the period of the sanction;
having declared themselves bankrupt;
sanctioned for violations of stock mar-
ket, insurance and pension funds regu-
lations; or condemned for fraud of an
economic nature or laundering; and

d. Having been condemned by final judg-
ment for criminal charges.

In addition, the post of ap-
pointed member of the
Monetary Board is incom-
patible with:

a. Being an elected member
or performing other public
remunerated functions with
the exception of teaching or
academic posts;

b. Being a board member or
participating in the control or

management of a Financial Institution;
and

c. Having a direct or indirect participation
equal or higher to 3% of the capital of
institutions regulated by the Monetary
and Financial Law.

SUMMON

Meetings of the Monetary Board must take
place at least once a month and are sum-
moned by its Chairman or by at least four
of the appointed members.  The Chairman
of the Monetary Board is in charge of pre-
paring the agenda for these meetings.

Operations
QUORUM AND MAJORITY

For said meetings to be valid, at least five
members of the Monetary Board must at-
tend among which at least three must be
appointed members.  Attendance of these
members to the meetings cannot be del-
egated, except for the ex officio members

who may be represented as set forth by
the Law.

Decisions are adopted by simple major-
ity, unless the Law sets forth special con-
ditions for certain subjects. In case of a
tie, the Chairman of the Board will cast
the deciding vote.
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ROLE OF THE CENTRAL BANK

The Central Bank, enforcer of The Monetary Policies
AUTONOMOUS BY CONSTITUTIONAL MANDATE, IT IS ALSO RESPONSIBLE FOR ENFORCING
THE FINANCIAL AND EXCHANGE POLICIES AND THE ISSUANCE OF THE LOCAL CURRENCY

a. Execute the monetary, exchange and
financial policies in accordance with
the Monetary Program approved by
the Monetary Board;

b. Administer, exclusively and without
delegation, the issuance of local
currency bills and coins and determine
the quantity of those in circulation.
Additionally, it is responsible for the
withdrawal of bills and coins that are
worn-out from use through their
exchange for others fit to circulate;

c. Submit proposals to the Monetary
Board for Monetary and Financial
Regulations related to monetary,
exchange and financial matters;

d. Supervise and liquidate the payment
and compensation systems for checks
and other payment instruments;

e. Follow-up or supervise the operations
of the interbank market;

f. Keep an adequate level of international
reserves and manage them based on
criteria of security, liquidity and
profitability;

g. Perform operations with foreign
currency as established by Law;

h. Compile and develop statistics of the
balance of payments, of the monetary
and financial sector, and others that
may be necessary to comply with its
responsibilities and the provisions
regarding Monetary Transparency;

i. Manage the Contingency Fund
established by the Monetary and
Financial Law; and

j. Apply relevant sanctions for
deficiencies in the legal reserves,
noncompliance with the rules of
procedures of the payment systems
and violation of the obligation to inform.

The Central Bank is a public
institution with its own legal
personality.  It is the only issuing

institution and enjoys an autonomy
granted by the Constitution. It has its own
capital, which cannot be judicially at-
tached and can only be used to comply
with its objectives.

It is exempted from all kinds of taxes,
duties, rates or contributions, national or
municipal, and in general all taxes that
may affect its assets or operations. Addi-
tionally, all operations derived from the
monetary policy implemented by Finan-
cial Institutions or of any other nature with
the Central Bank are also exempted.

The Central Bank has the power of mak-
ing its internal organizational regulations,
subject to ratification by the Monetary
Board, and it also has a subordinated regu-
lating authority to develop through Guide-
lines the provisions set forth under the
Monetary and Financial Regulations, on
matters under its jurisdiction. The Cen-
tral Bank must inform the Monetary Board
on a monthly basis of its main accomplish-
ments and submit a balance sheet and
Annual Report during the first legislature
of each year.

Lender of Last Resort: The Central Bank
cannot grant financing to the Government
or other public institutions, directly or in-

directly, or through contracts whose price
implies any type of subsidies, except in
cases of purchase of public debt securi-
ties in the secondary market from Finan-
cial Institutions. It cannot guarantee obli-
gations of others, nor provide back up or
any type of personal guarantee, nor as-
sume any type of solidarity for third party
obligations.

Notwithstanding the above, in order to
assist with short term liquidity shortages,
the Central Bank may grant loans to Fi-
nancial Institutions, as long as they are not
related to financial stability problems and
conditions established by the Monetary
Board are met.

The requirements for these credits are the
following: (i) the amount of the loan may
be up to one and a half (1-1/2) times the
paid-in capital of the institution; (ii) it may
be guaranteed with securities, Central
Bank's deposits, or through purchase of
low risk portfolio but collateral cannot be
lower than one and a half (1-1/2) times
the principal; and (iii) term cannot be
longer than 30 calendar days.

Besides this possibility, as well as the loans
the institution may grant as an employer
or loans to the central government (on the
conditions explained above), the Central
Bank cannot grant any financing to indi-
viduals or companies, public or private.
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The President
of the Republic
appoints, both
the Governor

and the Deputy
Governor for

two-year
renewable

periods

Organization and Operation of the Central Bank

The Central Bank is managed and
represented by a Governor, who
counts on an Executive Commit-

tee for counseling formed by the Deputy
Governor, the Manager and Officials as
may be determined by the Internal Regu-
lations.  The President of the Republic
appoints, both the Governor and the
Deputy Governor for two-year renew-
able periods.

The Governor will be responsible for
representing and managing the Central
Bank, represent and preside over the
meetings of the Monetary Board, as well
as coordinate and issue Guidelines, In-
ternal Regulations, and Circulars of the
Central Bank.

The post of Governor is incompatible
with any other professional activity,
public or private, remunerated or not,
with the exception of being a member
of the Monetary Board and teaching
activities. The Governor cannot be part
of any board, agency, company, institu-
tion or similar entities, public or private,
with the exception of those relevant to
his role. Before taking office, and an-
nually, the Governor must submit a
sworn statement of his assets. The Gov-
ernor could be dismissed by unanimous
decision of the rest of the members of
the Monetary Board, for any of the
causes for dismissal set forth for the
members of the Monetary Board, as
stated above.

Internal management of the Central
Bank will be the responsibility of the
Manager, who will also be its head of

personnel. As part of his duties, the
Manager should make recommenda-
tions to the Governor, who may in turn
submit them to the Monetary Board,
regarding advisable changes for the bet-
ter organization and operations of the
Central Bank. He must also submit pe-
riodic reports to the Governor regard-
ing personnel efficiency, Bank opera-
tions, and its financial situation.

The Central Bank will have a Comptrol-
ler, who must be a Certified Public Ac-
countant, with experience in the bank-
ing sector and of well-known moral in-
tegrity. He will be in charge of monitor-
ing and controlling all operations and
accounts of the Central Bank through
inspections and conciliations; will en-
sure compliance with Internal Regula-
tions; and will submit reports directly
to the Monetary Board as periodically
as it may require.

Both the Manager and the Comptroller
will be governed by the same rules re-
garding incompatibility and inability
mentioned above.

“

”
Monetary Transparency

T he Monetary and Financial Law
has established a system of
publications to be made by the

Central Bank to ensure better accountabil-
ity and transparency of the system. In this
regard, the Central Bank must make avail-
able to the public the monthly balance
sheets of its accounts; annual audited fi-
nancial statements; as well as summaries
of the implementation of the Monetary

Program, of the situation of the Domini-
can economy; economic, monetary and
financial statistics; the annual reports sub-
mitted to the Executive Power and Na-
tional Congress; newsletters including the
Resolutions, Regulations and Circulars of
general interest, as well as any other in-
formation that may be relevant to keep-
ing an adequate level of transparency in
its activities.
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The Banking Superintendency

T he Banking Superintendency is a
Public entity with its own legal
personality. It enjoys the same ex-

emptions provided for the Central Bank
and also has its own capital, which can-
not be judicially attached and can only be
devoted to complying with its objectives.
It also prepares its own annual budget,
which is subject to approval by the Mon-
etary Board.

Its income derives from quarterly contri-
butions made by the Financial Institutions
under its supervision. It is subject to moni-
toring by its Comptroller, the findings and
annual certification of an external audit-
ing firm and it is obligated to submit an-
nual accounts before the Executive Power,
as well as an Annual Report to the Na-
tional Congress during the first legislature
of each year.

ROLE

a. Supervision of Financial Institutions
and requiring their compliance with
all legal provisions and regulations in
force;

b. Demand implementation of reserves
to cover risks;

c. Impose sanctions under its jurisdic-
tion;

d. Recommend  the Monetary Board on
the granting or annulment of authori-
zations to Financial Institutions to
operate, merge, segregate, restructure,
or other authorization that may cor-
respond in accordance with the Law;
and

e. Issue the Guidelines and Circulars for
which it is responsible and prepare the
Internal Regulations which must have

the approval of the Monetary Board
as well as propose Regulations regard-
ing matters within its scope of action.

ORGANIZATION
AND OPERATION

The Banking Superintendency will be
managed by a Superintendent appointed
by the President of the Republic for a re-
newable two-year term, and will have an
Executive Committee that must provide
counseling to the Superintendent, com-
posed of an Intendent and officials ap-
pointed through its Internal Regulations.
The Superintendent will be responsible for
informing, at least monthly, about the main
activities of the Superintendence and is-
sue Guidelines, Internal Regulations and
Circulars of said institution.

The Superintendent, as well as the other
appointed members of the Monetary
Board, will have the same prerogatives in
regards to their dismissal, incompatibil-
ity and inability mentioned above.

FINANCIAL TRANSPARENCY

The Banking Superintendency must make
available to the public its audited annual
financial statements; summaries of annual
reports submitted to the Executive Power
and the National Congress during the first
legislature of each year; bulletins contain-
ing the circulars of the Banking Superin-
tendency of general interest and of the
most relevant statistics of Financial Insti-
tutions as well as any other relevant in-
formation in order to maintain an adequate
level of transparency in its performance.

MONETARY AND FINANCIAL
ADMINISTRATION/

TRANSITORY PROVISIONS

The provisions related to the new

composition, appointment mechanism of

the members of the Monetary Board,

capabilities, consequences of dismissal,

activities and incompatibilities,

appointments of the Governor, Deputy

Governor, Superintendent, Intendent,

Comptrollers and Managers of the

Monetary and Financial Administration

and the duration of their appointments, will

become effective on August 17, 2004.

Before that date, provisions of Law 6142

of 29 December 1962 will apply. Also, until

August 17, 2004 the rules related to

quorum and majority for decision making

of the Monetary Board provided for under

Law 6142 of 29 December 1962 will

remain in force.

The first members of the Monetary Board

to be appointed for a specific period of

time will be appointed as of August 17,

2004. In case of dismissal, resignation or

death of any of the officials of the Monetary

and Financial Administration appointed

before that date, a replacement may be

appointed in accordance with the

procedures and under the terms provided

under Law 277 of 29 June 1966, of officials

appointed by the Executive Power.
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NATIONAL CURRENCY

The national currency is the only one
of legal tender with full liberating
effects for all public and private

obligations within Dominican territory.
Nevertheless, the Monetary and Financial
Law provides that monetary obligations
may be paid in the currency agreed upon,
and in case of lack of specification, in the
national currency. For official matters,
accounting of all institutions must be ex-
pressed in the national
currency.

The Monetary and Fi-
nancial Law provides
that monetary and fi-
nancial operations must
be carried out under free
market conditions.  In-
terest rates, for transac-
tions in local and for-
eign currency, may be
freely determined be-
tween the market par-
ticipants.

The local currency,
whose unit is divided
into 100 cents, is repre-
sented by bills - which
must bear the signatures of the Governor
of the Central Bank and the Secretary of
State of Finance - as well as coins and the
liberating effect of both is equivalent to
their face value.

Issue, reproduction, imitation, falsification
or total or partial simulation of bills and
coins of legal tender, through any means
or manner, is prohibited by the Monetary
and Financial Law.

SECTION III

Regulation of the Monetary System
MONETARY AND FINANCIAL OPERATIONS MUST BE
PERFORMED UNDER FREE MARKET CONDITIONS

MONETARY PROGRAM
AND MONETARY POLICY
INSTRUMENTS

The Central Bank is responsible for the
execution of the monetary policy based
on the Monetary Program approved by the
Monetary Board taking into consideration
the objectives of the monetary regulation
provided by the Law. In order to achieve
this objective, the Central Bank may use
the following instruments and market
mechanisms:

a. Open Market
Operations: the
Central Bank may
carry out open mar-
ket operations ex-
clusively with Fi-
nancial Institutions
and institutional in-
vestors.  These op-
erations must be
carried out, guaran-
teed or collateral-
ized with public
debt securities or
with bonds issued
by the Central
Bank itself, with
the prior authoriza-
tion of the Mon-
etary Board. Ex-
cept as may be oth-

erwise provided in the law, the Central
Bank can only purchase public debt se-
curities for its open market operations
in the secondary market with securities
issued at least one year prior to the op-
eration.

b. Legal Reserve: The Monetary Board
determines the Legal Reserve policy,
which includes establishing how it must
be integrated according to the currency
in which the funds are deposited, the

percentage, the basis for its calculation,
the period taken for its calculation, the
positions with admissible criteria from
intra period compensation and the lim-
its to the intensity or the frequency of
reserve shortfalls. The funds deposited
in the Central Bank as Legal Reserve
cannot be judicially attached and des-
tined only to fulfill the regulatory ob-
jectives for which they were created and
for payments for liquidation of the sys-
tem of payments and charges for viola-
tions that the Central Bank as well as
the Banking Superintendency may im-
pose on the corresponding institution.

c. Other Instruments and Mechanisms:
The Monetary Board, with a favorable
vote of two thirds of its members, may
establish other instruments and mecha-
nisms of monetary policy, as long as they
are market oriented and indirect.

PAYMENT  AND
COMPENSATION SYSTEM

The Central Bank has exclusive title to
the compensation and payment system of
checks and other means of payment, be-
ing the supervisor and final liquidator of
said system. All Financial Institutions
must adhere to this compensation and pay-
ment system, and are not allowed to es-
tablish alternate multilateral compensation
and liquidation of payment means outside
the system managed by the Central Bank.

The Central Bank is prohibited from cov-
ering, for whatever reason, a negative po-
sition of a Financial Institution, regard-
less of how transitory the situation may
be. The legal reserve accounts and other
funds deposited by Financial Institutions
at the Central Bank, will serve as a cur-
rent account for the compensation and

The Central Bank
may carry out open
market operations
exclusively with

Financial Institutions
and institutional

investors.

“
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payments system, as may be determined
by the Monetary Board.

INTERBANK MARKET

Regarding the interbank market, the Cen-
tral Bank has the responsibility of follow-
ing up their operations. Financial Institu-
tions are obligated to submit all the infor-
mation required by the Monetary and Fi-
nancial Administration to guarantee trans-
parency of the interbank market.

EXCHANGE REGULATIONS

The Monetary and
Financial Law estab-
lishes the basis for
the Exchange Regu-
lations, which is the
principle of free con-
vertibility of our lo-
cal currency for any
other foreign cur-
rency. These regula-
tions enable market
participants to carry
out transactions in
Foreign Currency
under conditions
freely agreed upon,
in accordance with
the general rules of contract law. The
Central Bank cannot require that certain
exchange operations be executed with
this institution or under conditions that
do not ensure free market price deter-
mination. However, the Monetary Board
may establish temporary limits, for pe-
riods that cannot exceed one year, to the
entry of short term capital in Foreign
Currency, as long as these limits are es-
tablished equitably, in a non-discrimi-
natory manner and in good faith.

There is a period of one (1) year to elimi-
nate all current restrictions imposed on

the free convertibility as of the date of
entry into force of the Monetary and
Financial Law. Additionally, the Mon-
etary Board will establish a plan for the
reduction of the exchange commission
to avoid a negative impact on the items
financed with it and also to avoid it re-
sulting in a burden for the Central Bank.

EXCHANGE BROKERAGE
AND EXCHANGE AGENTS

Only authorized Exchange Agents and Fi-
nancial Institutions
may perform Ex-
change Brokerage op-
erations.

To become an Ex-
change Agent, a lim-
ited liability company
must be incorporated
in accordance with the
laws of the Dominican
Republic, whose cor-
porate purpose and
exclusive activity will
be to perform Ex-
change Brokerage
within the national ter-
ritory and abroad as a

remittance company. Brokers are subject
to regulations under the Law, and need au-
thorization of the Monetary Board, accord-
ing to the Regulations to be dictated for
said purpose.

Management of National Reserves

In order to maintain monetary stability
and trust in macroeconomic policies, the
Central Bank must keep an adequate
level of international reserves, whose
management must be based on security,
liquidity and profitability criteria.

FOREIGN CURRENCY
OPERATIONS

The Central Bank will be able to

perform the following transactions with

Foreign Currency:

Typical Operations of Central

Banking: Obtain and grant financing

and perform operations germane to

central banks (including placement of

funds in accordance with international

agreements and practices). All

operations to obtain financing for a

period longer than one (1) year require

Congressional approval, except for

currency exchange operations with the

International Monetary Fund.

Purchase and Sale of Foreign

Currency: Purchase and sale of

Foreign Currency, securities

expressed in foreign currency or other

assets, subject to conditions

determined by the Monetary Board, as

well as other operations characteristic

of exchange markets, with foreign

financial agents, under conditions of

free market and free convertibility.

Correspondent: Act as an agent or

correspondent of other central banks

and financial institutions abroad, as

well as appoint such institutions as its

agents or correspondents.

The Central Bank
cannot require that
certain exchange

operations be
executed with this

institution or under
conditions that do not

ensure free market
price determination.

“
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The Banco
Nacional de la
Vivienda will
engage in the

promotion of a
secondary

mortgage market
and the marketing

and supply of
resources for the
productive sector.

SECTION IV

Additional, final, transitory and derogatory provisions
PUBLIC FINANCIAL
INSTITUTIONS

The regulations and supervision of
these Public Financial
Institutions will be enforced by

the Monetary and Financial Administra-
tion, and shall be subject to the enforce-
ment of their respective organizational
laws and, where applicable, to the op-
erations and appli-
cable rules of the
Monetary and Finan-
cial Law relating to
All Purpose Banks
and Credit Insti-
tutions. The Monetary
Board will issue tran-
sitional procedures for
these institutions
through a Regulation
to that effect. Public
Financial Institutions
may access Central
Bank facilities as
lender of last resort,
once they are comply-
ing with the transi-
tional procedures established by the
Monetary Board..

BANCO NACIONAL DE LA
VIVIENDA (NATIONAL
HOUSING BANK)

Starting on the effective date of this Law,
the Banco Nacional de la Vivienda will
engage in the promotion of a secondary
mortgage market and the marketing and

supply of resources for the productive sec-
tor expanding its insurer role through the
delivery of coverage of the Seguro de
Fomento de Hipotecas Aseguradas [In-
sured Mortgage Development Insurance]
to all financial Institutions granting hous-
ing mortgage loans, being able to act as
securitization agent of such operations.
The Government and the Central Bank,

as an initial contribu-
tion to the Banco
Nacional de la
Vivienda, will trans-
fer to that institution
the loan portfolio
and other assets of
the Central Bank's
Project Finance De-
p a r t m e n t
(DEFINPRO) as
well as other produc-
tive assets of com-
pensatory profitabil-
ity.

In addition, the
Banco Nacional de la Vivienda, will no
longer have the role of monitoring and
regulating the Savings and Loan Associa-
tions which will be under the monitoring
and supervision of the Monetary and Fi-
nancial Administration, and will also cease
in its role as insurer of savings accounts
in these Associations, and in turn the Cen-
tral Bank will receive said deposits insur-
ance fund, with all the rights and obliga-
tions it generated.

The Monetary Board will establish by
Regulation the implementation schedule
and operating procedures that will gov-
ern the conversion process of the Banco
Nacional de la Vivienda into a second
floor multi-sectoral development bank.
The overall implementation of said sched-
ule must be carried out within a period of
eighteen (18) months from the date the
present Law becomes effective.

SAVINGS AND LOANS
ASSOCIATIONS

O nce the law becomes effective,
 the Savings and Loans
   Associations will preserve their

mutualist nature and may perform the fol-
lowing operations:

a. Receive savings and term deposits in
domestic currency.

b. Receive loans from financial institutions.

c. Grant loans in local currency, with mort-
gage guarantees earmarked for construc-
tion, acquisition and remodeling of fam-
ily housing and refinancing of mortgage
loans, as well as grant loans to other sec-
tors of local economy with or without
collateral and lines of credit in accor-
dance with regulations of the Monetary
Board.

d. Issue securities.

e. Discount drafts, bills of exchange, notes
and other commercial documents rep-
resenting means of payment.

f. Acquire, grant or transfer commercial
papers, securities and other instruments

“
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The Banco
Nacional de la
Vivienda will
engage in the

promotion of a
secondary

mortgage market
and the marketing

and supply of
resources for the
productive sector.

representative of obligations, as well as
enter into repurchase agreements of
same.

g. Issue credit, debit and charge cards in
accordance with legal provisions gov-
erning the matter.

h. Perform collections, payments and fund
transfers.

i. Accept term drafts resulting from trade
operations of goods or services in local
currency.

j. Enter into contracts of any type of by-
products in local currency.

k. Act as third party financial agent.

l. Receive into custody securities and
goods and offer safe deposit box ser-
vices.

m. Carry out financial leasing operations,
invoice discounts, management of au-
tomatic tellers.

n. Assume monetary obligations, grant
warranties and guaranties to guarantee
compliance of specific liabilities of their
customers in local currency.

o. Provide advisory services to investment
projects.

p. Provide technical assistance for eco-
nomic and administrative feasibility
studies and organization and manage-
ment of companies.

q. Carry out foreign Currency purchase/
sales operations.

r. Contract obligations abroad and grant
loans in foreign currency, prior authori-
zation of the Monetary Board.

s. Insure housing mortgage loans with the
"Seguro de Fomento de Hipotecas

Aseguradas (FHA) [Insured Mortgage
Development Insurance] issued by the
Banco Nacional de la Vivienda [Na-
tional Housing Bank] or its legal con-
tinuer, as may be statutorily determined
by the Monetary Board.

t. Serve as originator or securities regula-
tor of credit card and mortgage loan
portfolios in the process of securitization.

u. Act as manager of a securitized portfo-
lio on account of issuer of local origin
bonds.

v. Carry out
other op-
erat ions
and ser-
vices de-
manded by
new bank-
ing prac-
tices in the
m a n n e r
that may
be deter-
mined by
the regula-
tions. The
Monetary
Board will
enjoy interpretative regulatory power to
determine the nature of new instruments
or operations that may arise as a conse-
quence of new practices and that may
be carried out by savings and loans as-
sociations.

The Monetary Board may expand the op-
erations performed by the Savings and
Loans Associations. By virtue of Article
35 of the Monetary and Financial Law,
these Institutions will be subject to the
monitoring of the Banking Superinten-
dency and under the Provisions of the
Monetary and Financial Law.

Likewise, after a year of promulgation of
this Law, the Monetary Board may autho-
rize the conversion of these institutions in
the type of financial Institutions foreseen
by the Law, provided that a homogenous
treatment to these institutions is guaran-
teed, including fiscal features, and the
Monetary Board will provide also the con-
version mechanisms.

SAVINGS AND LOANS
COOPERATIVES

Cooperatives are exempt from the pro-
visions contained in this
Law since these are gov-
erned by their own special
laws. However, by virtue of
Article 35 of the Monetary
and Financial Law, those
Savings and Loans Coopera-
tives authorized to perform
as financial brokerage agen-
cies will be subject to provi-
sions of the Law as regards,
among other things, moni-
toring of the Banking Super-
intendency as well as the
Law's Standardization and
Dissolution Provisions.

SPECIAL RULES

Non Extra-regulatory Dis-
crimination. The Monetary and Finan-
cial Law forbids any procedural privileges
or benefits based exclusively on the legal
nature of the institutions that legally and
customarily carry out brokerage activities.
Consequently, this law stipulates that the
abridged real estate garnishment proceed-
ings provided under Articles 148 and fol-
lowing of the Agricultural Development
Law will be available for all financial bro-
kerage agencies.

Evidence. Admissible as evidence with
regards to banking matters will be photo-
static copies certified by the Banking Su-

“
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perintendency. The Monetary Board will
determine the mandatory requirements
that must be requested to admit evidence
on banking matters through electronic
means and for the debit and credit card
operations, as well as for any other pay-
ment instrument whichever its material or
electronic basis.

Withdrawal of Funds by Legal
Heirs. The Monetary Board will de-
termine the procedure and require-
ments for the withdrawal of funds by
legal heirs from the financial Institu-
tions in the case of statement of ab-
sence or death of its holder.

Updating of Securities. To keep up to date
the absolute monetary value foreseen un-
der the present Law, the Monetary Board
on an annual basis may authorize infla-
tionary adjustments of such securities.
Right to Verification and Compilation of
Information. If an individual or a company
do not comply with the statistical infor-
mation required under the present Law,

or submits partial or inaccurate informa-
tion, the Central Bank will have the right
to verify the accuracy and quality of the
statistical information, as well as carry out
its compulsory compilation.

Joint Limit. The amount to be paid by fi-
nancial Institutions to the Banking Super-
intendency on account of supervision and
the contributions that said institutions
must pay to the Contingency Fund can-
not in any case exceed in a joint manner
point  0.25% of total assets of same.

PENAL RULES

The Monetary and Financial Law con-
templates fines from RD$500,000.00 up
to RD$2,500,000.00 and sentences of 3
to 10 years in prison to persons commit-
ting the following violations:

a) The authorities, officials and staff of the
Monetary and Financial Bureau, and the
officials, employees, shareholders, direc-

tors, managers and officials of financial
Institutions and other institutions sub-
ject to regulation by virtue of the present
Law, as well as any other individual or
company that consciously divulges
through any means false rumors or or-
ganize slanderous campaigns related to
the liquidity or financial stability of one
or several financial Institutions and the
exchange market stability.

b) The authorities, officials and staff of the
Monetary and Financial Bureau who
divulge or reveal any information of a
reserved or confidential nature regard-
ing operations of the Monetary and Fi-
nancial Bureau or regarding matters
notified to same, or take advantage of
such information for personal gain, ex-
cept for the information exchange to
which the Monetary and Financial Bu-
reau is obligated.

c) Those issuing, reproducing, imitating,

Financial institutions

PRIVATE

PUBLIC

FOREIGN
BANKS

Stock All Purpose Banks

Credit Institutions

Non Stock Savings & Loans
Associations

Savings & Credit
Cooperatives

Savings & Credit Banks

Credit Corporations
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Private financial
Institutions operating at

the time this Law
becomes effective, will
adapt to its provisions

within a maximum period
of two (2) years

falsifying or simulating totally or par-
tially bills and coins of legal currency,
by any means, support, or type of repre-
sentation, and those associated to them
directly or indirectly, and those who
refuse to receive local bills and coins at
their face value.

d) Members of
the Board of
Directors, offi-
cials, auditors
and employ-
ees of finan-
cial Institu-
tions who
knowingly
had devel-
oped, ap-
proved or sub-
mitted an adul-
terated or false balance or financial state-
ment, or had implemented or approved
operations to cover up the situation of
the institution.

e) The shareholders, directors, managers,
officials and employees of a financial

agent that is submitted to a dissolution
process, (i) if they had recognized non-
existing debts for the purpose of empty-
ing the equity of the institution o entered
in agreements with tied parties in detri-
ment of the institution and its depositors;
(ii) if they had pledged in their businesses

the goods received as
deposits; (iii) if
knowing of the reso-
lution to liquidate the
institution had car-
ried out any admin-
istrative action or dis-
posal of goods; (iv) if
within thirty (30)
days prior to the dis-
solution resolution,

had paid a creditor or depositor in detri-
ment of the others, anticipating the ma-
turity of an obligation; (v) if they had
hidden, altered, falsified or disabled
books or documents of the institution;
(vi) if within sixty (60) days prior to the

date of the dissolution resolution, had
paid interests on term deposits or sav-
ings accounts at rates considerably higher
than market average in similar institu-
tions, or had sold goods of its assets at
prices notoriously lower than those of
the market, without the prior approval
of the Banking Superintendency; (vii) in
general, implemented operations that di-
minish the assets or increase the
institution's liabilities.

ADAPTATION OF FINANCIAL
INSTITUTIONS TO THE PRO-
VISIONS OF THE MONETARY
AND FINANCIAL LAW

Adaptation of Private Financial Insti-
tutions. Private financial Institutions op-
erating at the time this Law becomes ef-
fective, will adapt to its provisions within
a maximum period of two (2) years, as of
the date of approval of the relevant Regu-
lation, in the manner and within the par-

TECHNICAL EQUITY CAPITAL
Primary Capital
+
Secondary Capital
-
Capital invested or assigned to other financial institutions, branches and agencies abroad
-
Capital invested in excess of that established for Support Institutions, Related Services, Non-Financial
Companies, Financial Institutions Abroad, insurance companies, pension fund administrators and
investment funds administrators
-
Capital invested locally in Support Institutions and Related Services, if it makes the Bank the majority
shareholder or controller of same
-
Accumulated losses, losses during the fiscal year, non constituted contingencies, non implemented
write-offs and other items not reflected in the profit and loss statement

“
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Public Financial
Institutions will

adapt to the
provisions of this

Law within a period
of five (5) years

counted as of the
date of approval of

the relevant
Regulation

“
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All legal or regulatory provisions opposed to that provided

for under this Law are repealed once said Law becomes

effective. Regulatory provisions that are not contrary to

the provisions of the Financial and Monetary Law will

remain in force until the publication of the relevant Regu-

lations. Should there be conflict regarding the scope of

the repeal, the Monetary Board will rule to that respect,

without further recourse until publication of the new Regu-

lation.

Once the Financial and Monetary Law becomes effective,

specific Laws and Decrees are also revoked, particularly

the following: (i) Executive Order No. 312, dated 1 June

1919, on Legal Interests; (ii) Monetary Law 1528, dated 9

October 1947; (iii) Basic Law of the Central Bank of the

Dominican Republic No. 6142, dated 29 December 1962;

(iv) Law 251 dated 11 May 1964 which regulates Interna-

tional Transfer of Funds and its revisions; (v) Law 708

dated 14 April 1965, General Banking Law and its revi-

sions; (vi) Law 4290 dated 25 September 1955, regarding

Small Amount Loan Houses and its revisions; (vii) Law

292 dated 30 June 1966 regarding Financial Associations

of Companies promoting Economic Development and its

revisions; and (viii) Law 171 dated 7 June 1971 regarding

Construction Mortgage Banks.

Repealing provisions and entry into force

tial periods foreseen by the Monetary
Board. Institutions that at the time this Law
becomes effective have the franchise as
Development Bank, Mortgage Construc-
tion Bank, Small Amounts Finance or
Loan Institution must request the authori-
zation for re-registration from the Mon-
etary Board into one of the types of finan-
cial Institutions provided in the Law.

Public Financial Institutions. Public Fi-
nancial Institutions will adapt to the pro-
visions of this Law within a period of five
(5) years counted as of the date of approval
of the relevant Regulation.

Foreign Banking. Branches of foreign
banks established in the Dominican Re-
public as of the date of promulgation of
the present Law, will be granted a period
of time determined by the regulations of

the Monetary Board to adapt to the provi-
sions of the present Law.

OPERATING DEBTS
AND DEFICIT

The Government will cover in its entirety
the accumulated deficit of the Central
Bank, public sector debts with the Cen-
tral Bank existing at the time this Law
becomes effective, through cession of
bonds issued to this effect in local cur-
rency at a term not lower than 50 years,
through the cession of funds obtained by
the Government through long-term inter-
national financial, or through a combina-
tion of both. In the case of issuance of a
bond in local currency, the reference in-
terest rate will be of up to two per cent
(2%) and will begin to accrue said inter-
est after ten (10) years as of the date of
issuance. The Executive Power will issue
said bonds through a Decree.
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T h e Monetary and Financial Law
classifies Financial instituions in
the  following manner:

GENERAL PROVISIONS OF
FINANCIAL INSTITUTIONS

Regarding Financial Institutions the fol-
lowing rules will apply:

A. PRIOR AUTHORIZATION

Financial Brokerage will be subject to
prior administrative authorization. There-
fore, Financial Institutions need to have
approval from the Monetary Board in or-
der to start operations. This authorization
expires after six (6) months if the institu-
tion so approved has not begun operations
within that period.

The Monetary Board may establish limi-
tations for newly created institutions, re-
garding opening of branches, organiza-
tional expenses, dividends and other as-
pects that guarantee prudence in the ini-
tial expansion. These limitations can only
be established for a maximum of five (5)
years and cannot refer to interest rates,
fees and surcharges.

Also subject to prior approval are the fol-
lowing operations of Financial Institu-
tions: mergers, acquisitions, changing
from one type of institution into another,
segregation, separation, sale of shares rep-
resenting more than thirty per cent (30%)
of their paid-in capital, transfer of all or a
significant part of assets and liabilities,
ceasing of operations, opening of

branches and agencies of local banks
abroad, as well as foreign representation
offices in the country. All this cases will
require the prior opinion of the Banking
Superintendency and in the case of open-
ing, transfer and closing of branches will
require its authorization.

B. FINANCIAL TRANSPARENCY

Operations of financial institutions must
be documented in the manner set forth in
the regulations and must be kept for ten
(10) years following cancellation of the
corresponding operation, in paper or when
possible, through the use of digital means.

In the case of credits and loans, its docu-
mentation must allow their supervision at
all times when it relates to: (i) proof of
debtors' payment capacity; (ii) data on
guarantees provided; (iii) risk assessment
of the relevant internal body; (iv) relevant
information for credit classification; and
(v) any other information that the Mon-
etary and Financial Administration may
require, under the terms and conditions
established under the regulations.

C. INFORMATION
TO THE PUBLIC

Regarding costumer service, the follow-
ing provisions are established:

• Working Hours: Financial Institutions
must operate within the schedule of
hours they have committed to follow,

within the minimum established by the
regulations and any changes must be
previously authorized by the Banking
Superintendency.

• Publication of Information: Financial
Institutions must publish their Financial
Statements and keep in their offices in a
visible place information related to terms
applicable to their loans and deposits,
such as interest rates, costs and commis-
sions. They must also have available the
price of the various services they pro-
vide to their customers.

It is important to point out that the Law
prohibits charges for items not expressly
negotiated between the parties, as well as
the implementation of verbal contracts.

Claims submitted by customers regarding
violations to the above must be filed by
the Financial Institutions before the Bank-
ing Superintendency, which will organize
a department to receive such claims and
impose relevant sanctions.

D. CUSTOMER PROTECTION

The Monetary Board will determine
through Regulations everything related to
the protection of consumers and users of
services of Financial Institutions, who
could be victims of abusive contracts in
their dealings. The Banking Superinten-
dency will provide a claims service to
impose the appropriate sanctions.

SECTION V

Financial system regulation
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Financial
Institutions must

also have an
internal procedures
manual, and written
policies known by

the customer to
evaluate credit

worthiness and help
to comply with

money laundering
laws

E. ACCOUNTING, FINANCIAL
STATEMENTS AND AUDITS

The accounting system to be imple-
mented for the operations of the Finan-
cial Institutions (i) will close annually,
coinciding with the end of the calendar
year and (ii) must be in accordance with
the systems and procedures developed by
the Banking Superintendency, following
international standards on the subject.
The Superintendency will also provide
the formats to be followed by Financial
Institutions to prepare financial state-
ments, establishing the frequency, modal-
ity and details in which they should be
presented.

Audited annual financial statements and
the manager's letter of the external audi-
tors must be submitted to the Central
Bank and to the Banking Superinten-
dency within the dates established for
said purposes. They must be audited by
an auditing firm duly registered at the
Banking Superintendency.

F. INTERNAL GOVERNANCE

Financial Institutions must have adequate
systems of:

• Up-to-date Administrative Policies, for
everything related to granting of cred-
its, investments, sufficiency of provi-
sions and risk management. They must
also have an internal procedures
manual, and written policies known by
the customer to evaluate credit worthi-
ness and help to comply with money
laundering laws.

• Risk Control processes, that include
management of various risks to which
they may be exposed, as well as adequate
information systems of identification,
measurement, follow-up, control and
prevention of risks and the committees
required for its management.

• Internal Control system, adapted to the
nature of the activities
of the institutions
which includes clear
and well defined pro-
visions for delegation
of powers, responsi-
bility arrangements
and separation of roles
with the correspond-
ing code of ethics;
controls that will be
monitored by an Inter-
nal Auditor.

G. RISK
INFORMATION
SYSTEM, BANK
SECRECY AND ABANDONED
ACCOUNTS

Risk Information System: The Superin-
tendency will establish this system with
the mandatory participation of all institu-
tions subject to regulation, in order to pro-
vide accurate information related to debt-
ors and credits.

Bank Secrecy: In addition to the confiden-
tiality obligation resulting from banking
practice, Financial Institutions must main-
tain confidentiality about the collections
received from the public in a segregated
way that reveals the identity of the indi-

vidual. They can only provide personal-
ized background about said operations to
its holder or the person expressly autho-
rized by the holder. Exempted from this
principle is the information that must be
provided by virtue of legal norms to tax
authorities and jurisdictional bodies, or in
compliance with the regulatory provisions
to prevent laundering of assets. The Law

sets forth the con-
ditions under
which information
must be submitted
to relevant authori-
ties and violations
to provisions re-
lated to bank se-
crecy are sanc-
tioned in accor-
dance with Article
377 and 378 of the
Penal Code.

Abandoned Ac-
counts: If after six
months of its pub-

lication, the funds in Dormant Accounts
are not claimed, they will be transferred
to the Central Bank where they will re-
main for ten additional years to the ten
years required to declare them Dormant
Accounts. The Law determines the pro-
cedure to be followed with these accounts
that must be transferred to the Central
Bank and finally to the Contingency Fund.

H. SUPERVISION

Financial Institutions are subject to the
supervision of the Banking Superinten-
dency. This supervision may consist of:

“

”



Executive Summary www.phlaw.com  -  ph@phlaw.com

18

• Desk Work: performed by the Banking
Superintendency based on information
obtained from Financial Institutions.

• Field Work: this type of inspection,
which is carried out within the premises
of the Financial Institution itself, is in-
tended to evaluate the risks, quality of
assets, as well as other operations of the
institution.

In addition, the Banking Superintendency
will carry out a supervision on a consoli-
dated basis of the Financial Institutions
that control, directly or indirectly, Support
Services Institutions and Related Services
Institution, both national as well as inter-
national. The objective of this supervision,
without detriment to the individual super-
visions implemented, is to evaluate the
total risk of the Financial Agent in ques-
tion to determine the capital needs at an
aggregate level. Institutions in which cir-
cumstances concur that merit supervision
on a consolidated basis, must notify the
Banking Superintendency, in the manner
established by the Law and the Regula-
tions dictated to that end. Additionally,
they are obligated to notify the existence
of a probable consolidation, not only when
there are direct or indirect ownership re-
lationships, but also when there are fam-
ily ties similar to those which generate the
existence of related parties. The Banking
Superintendency will presume the exist-
ence of control when the suppositions
mentioned above are present.

The Banking Superintendency is empow-
ered to request all information it deems
necessary to fulfill its obligations, both
from institutions as well as related par-
ties and the regulating and monitoring
bodies.

I) PRUDENTIAL NORMS AND
ASSET EVALUATION

All Purpose Banks and Credit Institutions
must maintain the level of minimum tech-

nical capital required with regards to as-
sets and contingent operations weighted
for the various risks.

In addition, the Law establishes new re-
quirements for everything related to at-
tribution of losses, original and second-
ary capitals, asset weighting and contin-
gencies, current ratio, fixed assets and
contingencies and liquid funds reserves.

Fixed and Contingency Assets: All Pur-
pose Banks and Credit Institutions may
keep or acquire fixed assets necessary for
the development of their operations, as
may be determined by the regulations, as
long as its total net worth does not exceed

one hundred per cent (100%) of the Tech-
nical Equity Capital. Not included within
this limitation are assets these institutions
may acquire specifically to perform finan-
cial leasing operations financed by the
bank. Supplementary assets obtained by
banks as a consequence of loan recovery
will be governed through the regulations
issued by the Monetary Board. All Pur-
pose Banks and Savings and Credit Banks
may perform contingent operations based
on their levels of capital, as may be deter-
mined through Regulations of the Mon-
etary Board.

Evaluation of Assets and Reserves: All
Purpose Banks and Credit Institutions will
classify their assets subject to risk, that is,
loan, investments and accessories portfo-
lio, as well as its contingencies, in order
to create the necessary reserves to cover
their risks, in accordance with a classifi-
cation system determined by the Monetary
Board on the basis of prevailing interna-
tional standards.

It will also determine through the regula-
tions the rulings required for the rest of
the assets.

Liquidity Reserves: All Purpose Banks
and Credit Institutions will be subject to a
system of legal reserve to be established
by the Monetary Board.

SPECIAL PROVISIONS
FOR FINANCIAL AGENTS

ALL PURPOSE BANKS
AND CREDIT INSTITUTIONS

AUTHORIZATION REQUIREMENTS

For the Monetary Board to grant an au-
thorization to operate to All Purpose Banks
and Credit Institutions it will require the
favorable opinion of the Banking Super-
intendency, based on the documentation
filed by the requesting institution, and af-
ter verifying:

• That the consolidated patrimony of the
shareholders is equal or higher than the
amount of minimum capital required for
incorporation of the institution.

• That founding shareholders prove to
have prior experience in financial mat-
ters and that they have created a team of
executives and officials with expertise
in handling the various areas of a finan-
cial institution.

• That the By-laws and incorporation pa-
pers do not contain illegal or abusive

The Banking
Superintendency is

empowered to
request all

information it
deems necessary to
fulfill its obligation

“

”
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agreements or provisions that may seri-
ously hinder in any way the rights of
minority shareholders or contain exces-
sive limitations regarding decision mak-
ing control.

• Compliance with requirements provided
under the Laws of the Dominican Re-
public.

CORPORATE REGULATIONS

Below you will find organizational and
bylaws regulations that must be followed
by All Purpose Banks and Credit Institu-
tions.

Type of Association: They must be incor-
porated as stock companies.

Purpose: Its sole corporate purpose must
be to carry out Financial Brokerage activi-
ties, in accordance with the provisions of
the Monetary and Financial Law.

Corporate Name: All Purpose Banks and
Credit Institutions will include in their cor-
porate name the terms "All Purpose Bank",
"Savings and Credit Bank" and "Credit
Corporation", as the case may be, and this
name cannot be used by any person unless
it is duly authorized by the Monetary Board
to do so. These institutions cannot use in
their name any term that may lead to con-
sider them as institutions that enjoy state
or public guarantees. Existing institutions
must modify their by-laws to immediately
conform to this requirement.

Paid-in Capital: The paid-in capital must
be paid in full in currency. The Monetary
Board will determine through regulations
the minimum capital for each type of insti-
tution, which can never be lower than

RD$90,000,000.00 in the case of All Pur-
pose Banks; RD$18,000,000.00 for Sav-
ings and Credit Banks; and
RD$5,000,000.00 for Credit Corporations.
Paid-in capital cannot be reduced without
the previous authorization of the Banking
Superintendency.

Shares: must all be common and regis-
tered. The Monetary Board may allow
issue of preferred stock determining
through the regulations the characteris-
tics of the security, conditions and limi-
tations for its issuance.

Representation before General Meetings:
The By-laws may require a minimum
holding of shares to be able to vote in
General Shareholders Meetings which
cannot be higher than 0.01% of minimum
social capital.

Board of Directors: it must have a mini-
mum of five individuals. The Board must
have all managerial and representation
powers of the Financial Institution. At least
40% of the members must be profession-
als with experience in the financial area or
persons with experience in economic, fi-
nancial or entrepreneurial matters. The
Banking Superintendency will keep a
record of the members of Board of Direc-
tors and other senior officials of said insti-
tutions.

The Monetary and Financial Law prevents
the following from being members of the
Board of Directors and from exercising
management or control functions:

• Those working for the Monetary and Fi-
nancial Administration;

• Those who have been directors or man-

agers of a Financial Institution, national
or foreign, during the last five (5) years
prior to the date in which the institution
had the authorization revoked to operate
due to a sanction or has repeatedly vio-
lated the regulatory norms and recupera-
tion plans or has been subject to a forced
dissolution or liquidation process or de-
clared bankruptcy or incurred in proce-
dures of a similar nature;

• Those who have been sanctioned due to
a very serious violation of the norms in
force with the separation of post and dis-
qualification to perform;

• Those sanctioned due to violation of se-
curities market regulations;

• Those who are insolvent;

• Those who have been members of the
board of directors of an institution prior
to a salvaging operation on the part of
the State;

• Those condemned for a crime of an eco-
nomic nature or laundering of assets; and
those legally disqualified or have been
removed from their posts in the Mon-
etary and Financial Administration.

Payment of Dividends: Financial Institu-
tions will be subject to compliance of re-
quirements established by the regulations.

Participation: Any transfer of shares rep-
resenting more than three per cent (3%)
of the paid-in capital, or operations
which directly or indirectly determine
control of more than three per cent (3%)
of the paid-in capital of the institution
in question must be notified to the Bank-
ing Superintendency.
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OPERATIONS SUBJECT TO PRIOR
APPROVAL:

All Purpose Banks and Savings and Credit
Banks need prior approval of the Bank-
ing Superintendency to perform the fol-
lowing operations:

• To sell their loan portfolio and assets for
an amount in excess of 10% of their paid-
in capital, excluding assets received from
loan recovery operations and invest-
ments in securities;

• Participate in securitization processes
as originator, issuer of securities or
administrator, or acquire securities
originating in securitization of port-
folio or bank assets;

• Participate in the capital of Support Ser-
vices Institutions and Related Services
Institutions or in financial institutions
abroad, as well as opening representa-
tion offices abroad, in the case of All
Purpose Banks.

• Amend the by-laws.

PROHIBITED OPERATIONS

The law also prohibits the following opera-
tions for All Purpose Banks and Credit Insti-
tutions:

• To grant financing for subscription of
shares, payment of fines, and any other
type of securities issued by related enti-
ties of the Financial Institution;

• To accept as security or acquire, its own
shares, except for authorized transactions
to reduce capital stock;

• To acquire real estate not necessary for
the use of the Institution, except for those
within the established limit or for repos-
session of loans;

• To grant or transfer through bonds,
goods, loans or securities of the institu-
tion to its shareholders, officers, and
employees or to related individuals, or
to enterprises or Institutions controlled
by these persons, under conditions lower
than those prevailing in the market;

• To participate in other financial agencies
in the following proportion: (i) more than
20% of its paid-in capital in financial
institutions abroad, branches, agencies
or representation offices abroad, (ii) more
than 20% of its paid-in capital in Sup-
port Services Institutions and Related
Services Institutions, and (iii) more than
10% of its paid-in capital in non-finan-
cial enterprises, when such an investment
is not over 10% of its paid-in capital;

• To participate in the capital of insurance
companies, pension fund managers, and
investment fund managers;

• To constitute securities or liens on the
portfolio, the investments, or the total
assets of the institutions, except for guar-
antees to the Central Bank and guaran-
tees for the issuance of debt bonds;

• To pact triangulation agreements of op-
erations with other institutions and simu-
late financial and/or service operations
violating legal provisions in force.

Regarding risk concentration and loans
to related parties, the Monetary and Fi-
nancial Law provides the following:

• All Purpose Banks and Credit Insti-
tutions cannot provide financing in
violation of the provisions on loan
combination and loans to related
parties.

• All Purpose Banks and Credit Insti-
tutions cannot carry out operations
that imply direct or indirect financ-
ing, of any nature and form, nor grant
warranties or endorsement which in
whole may exceed 10% of the tech-
nical assets to a single individual or
legal entity or risk group, and such
limit could be increased up to 20%
depending on the warranties ob-
tained and as prescribed by the
Monetary Board;

• All Purpose Banks and Credit Insti-
tutions could not grant loans, directly
or indirectly, regardless of the grant-
ing mechanism, for an amount ex-
ceeding 50% of the technical capi-
tal, to all of the entity's sharehold-
ers, administrators, directors, offic-
ers, and employees, as well as their
spouses, relatives within the second
blood degree, and first of affinity or
companies controlled by them, in
such a manner as statutorily deter-
mined. Shareholders with less than
three per cent of the entity's paid-in
capital are exempted. Provisions of
this paragraph will also apply to such
companies that, without direct own-
ership relations, directly or indirectly
control the company, as well as
those controlled by it directly or indi-
rectly through ownership or mana-
gerial relationship.

RISKS AND TIE PARTIES
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SPECIFIC PROVISIONS FOR
ALL PURPOSE BANKS

OPERATIONS

All Purpose Banks can implement the
following operations:

• Accept on demand deposits in do-
mestic currency and savings or
term deposits in local and foreign
currencies;

• Issue securities;

• Obtain loans from Financial Institu-
tions;

• Issue bills of exchange, pay orders
and drafts against its own offices or
correspondent banks, and make col-
lections, payments, and fund trans-
fers;

• Grant loans in local or foreign cur-
rencies, with or without collateral,
and grant borrowing facilities;

• Discount bills of exchange, orders
of payment, promissory notes, and
other commercial papers represent-
ing money supply;

• Acquire, grant or transfer commer-
cial papers, registered securities, and
other liability instruments, as well as
holding repurchase contracts on
them, in agreement with the regula-
tions of the Monetary Board;

• Issue credit-debit-charge cards ac-
cording to applicable in-force legal
provisions;

• Accept, issue, negotiate and certify
letters of credit;

• Adopt currency liabilities, grant
guarantees by endorsement and per-
formance bonds for specific liabili-
ties of their clients;

• Accept time drafts that arise from
goods or services trade operations;

• Engage in derivate agreements of
any type;

• Perform foreign Currency opera-
tions;

• Establish correspondent relations
with banks abroad;

• Accept securities and properties for
safekeeping, and provide safety de-
posit boxes;

• Implement financial leasing opera-
tions, invoice discounts, automated
teller machine
management;

• Insure mortgage
financing with
the Mortgage
Development
I n s u r a n c e
(FHA), issued
by the Banco
Nacional de la
Vivienda (Na-
tional Housing
Bank) or its ju-
dicial continua-
tor, in accor-
dance with the
rulings of the
M o n e t a r y
Board;

• Provide or grant securitization to
credit-card and mortgage loan port-
folios in the process of being
securitized;

• Act as managers of securitized port-
folios on account of bond issuing
agents of national origin;

• Serve as financial agents to third
parties;

• Provide consulting services to in-
vestment projects;

• Provide technical assistance for eco-
nomic, management and organiza-
tion feasibility studies and business
administration;

• Perform other operations and ser-
vices demanded by the new banking
practices, as determined by the regu-
lations of the Monetary Board.

INVESTMENTS

All Purpose Banks may carry out the
following investments:

• At Support Services Institutions
and Related Service Institutions:

they can invest up to
20% of their paid-in
capital in Support
Services Institutions
and Related Service
Institutions. The
Banking Superinten-
dency must keep a
register of such insti-
tutions with the nec-
essary information to
learn about their
risks and possible
economic links with
Financial Institu-
tions. These Institu-
tions shall be subject
to monitoring on the

part of the Banking Superinten-
dency only when relevant on a con-
solidated basis when a Financial
Institution controls them directly or
indirectly.

• In Non Financial Companies:
they can invest up to 10% of their
paid-in capital in these companies
as long as such an investment does
not constitute more than 10% of the
paid-in capital of the company re-
ceiving the investment.

Grant loans in
local or foreign

currencies,
with or without
collateral, and

grant
borrowing
facilities

“

”
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• In Financial Institutions Abroad: they
can invest up to 20% of their paid-in
capital when opening branches, agen-
cies, or representation offices abroad,
as well as making investments in fi-
nancial Institutions abroad.

SPECIFIC PROVISIONS
FOR CREDIT INSTITUTIONS

SAVINGS AND CREDIT
BANK OPERATIONS

Savings and Credit Banks are authorized
to perform the following operations:

• Accept savings and time deposits in
local currency;

• Accept loans of financial institutions;

• Grant loans in local currency, with or
without real guarantee, and grant bor-
rowing facilities;

• Issue registered securities;

• Discount exchange bills, orders of
payment, promissory notes, and other
commercial papers representing
money supply;

• Acquire, grant or transfer commercial
papers, registered securities, and other
liability instruments, as well as hold-
ing repurchase contracts on them;

• Issue credit-debit-charge cards ac-
cording to applicable in-force legal
provisions.

• Perform collections, payments, and
fund transfers;

• Accept time drafts that arise from
goods/services trade operations in
domestic currencies;

• Engage in bonds of by-products of
any form in domestic currencies;

• Serve as financial agents to third par-
ties;

• Accept securities and properties for
safekeeping, and provide security-box
services

• Perform financial lease operations, in-
voice discount, automated teller ma-
chine management;

• Adopt currency liabilities, grant war-
ranty by endorsement and perfor-
mance bonds for specific liabilities of
their clients in domestic currencies;

• Provide consultancy services to in-
vestment projects;

• Provide technical assistance for eco-
nomic, management and organization
feasibility studies and business ad-
ministration;

• Perform foreign Currency purchase/
sale operations;

• Accept, issue, negotiate and certify
credit bills;

• Contract obligations abroad and grant
loans in foreign currencies, when au-
thorized by the Monetary Board;

• Insure mortgage financing with the In-
sured Mortgage Development Insur-
ance (FHA), issued by the Banco
Nacional de la Vivienda (National
Housing Bank);

• Provide or grant securitization to
credit-card/mortgage-loan portfolios
in the process of being securitized;

• Act as managers of securitized port-

folios on account of bond issuing
agents of national origin;

• Perform other operations and services
demanded by the new banking prac-
tices, as determined by the regulations
of the Monetary Board.

OPERATIONS OF CREDIT
CORPORATIONS

Authorized operations for Credit Corpo-
rations are the following:

• Accept savings and term deposits in
domestic currency;

• Discount promissory notes, orders of
payment, exchange bills, and other
commercial papers representing
money supply in local currency;

• Obtain loans from financial institu-
tions, in local currency;

• Grant loans without warranties in lo-
cal currency, with mortgage, collat-
eral or personal joint and several guar-
anties;

• Grant loans in local currency, guar-
anteed with term deposit certificates
or of other financial papers;

• Grant loans in domestic currency;

• Insure mortgage loans with the Mort-
gage Development Insurance (FHA),
issued by the Banco Nacional de la
Vivienda (National Housing Bank);

• Implement foreign Currency pur-
chase/sale operations;

• Implement other operations and ser-
vices demanded by the new banking
practices, as determined by the regu-
lations of the Monetary Board;
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FOREIGN INVESTMENT
PARTICIPATION

Participation of foreign investment in do-

mestic financial activities can be made

through one of the following:

• Acquiring shares of existing All Purpose

Banks and Credit Institutions, subject to

approval from the Monetary Board

when they amount to more than 30% of

the paid-in capital;

• By incorporating stock companies for

financial brokerage in conformity with

the Monetary and Financial Law;

• As a subsidiary, establishing All Purpose

Banks and Credit Institutions property

of foreign banks and other financial In-

stitutions, subject to the approval of the

Monetary Board;

• Establishing branches of incorporated

banks in accordance with other coun-

tries' legal systems, subject to the ap-

proval of the Monetary Board.

Also, the new law contemplates the es-

tablishment of representative offices in

conformity with the regulations estab-

lished to that end. These representative

offices, however, shall not be authorized

to perform activities of Financial Interme-

diation.

SECTION VI

Special cases:
Regularization and dissolution

REGULARIZATION

In the event of any or several of the fol-
lowing circumstances, Financial Institu-
tions will present before the Banking Su-
perintendency for approval, a regulariza-
tion plan:

a) When the institution´s technical capital
or its equivalent is reduced between 10%
and 50% over a 12 month period;

b) When its solvency ratio is lower than
the one required by the relevant provi-
sions and higher than the ceiling estab-
lished by law;

c) When it has legal reserve deficiencies
for the number of periods determined
by relevant regulations;

d) When it requests the credit facilities of
the Central Bank facilities as a last re-
sort lender, recurrently in conformity
with the Monetary Board's definition;

e) When it has submitted or provided false
financial information or fraudulent docu-
mentation to the Banking Superinten-
dency or to the Central Bank, or when it
recurrently breaches the Banking
Superintendency's or the Central Bank's
provisions or the administrative acts dic-
tated by the Monetary and Financial
Administration;

f) When it performs actions that endanger
the public's deposits or the entity's liq-
uid assets and financial solvency;

g) When the external auditors submit an
opinion with exceptions regarding the
mandatory solvency of the financial bro-
kerage in question or when such an en-

tity publicizes incomplete financial state-
ments.

When a entity incurs any of the above-
mentioned situations, it must inform of
such immediately in writing to the Bank-
ing Superintendency and within the next
15 working days must present a regular-
ization plan to be revised, approved or
rejected by the Banking Superintendency.
Failure to present such plan within the
given term or its rejection constitutes
grounds for the entity's dissolution.

Once under the regulatory plans, the fi-
nancial brokerage institutions will be sub-
ject to rigorous monitoring.

DISSOLUTION

Financial brokerage institutions will be
dissolved on the basis of the following
causes, subject to the provisions of the law
and to the Monetary Board's regulations:

a) Incurring a nonpayment situation
for noncompliance with liquid, due,
or enforceable obligations;

b) Insufficiency of the valid solvency
ratio is higher than 50%;

c) Failure to present the regularization
plan or its rejection by the Banking
Superintendency;

d) Performing operations while ex-
ecuting the plan which could make
it unfeasible;

e) When the causes that originated the
regularization plan have not been
corrected at its expiration date; and

f) Revocation of the authorization to
operate imposed as sanction.
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The dissolution procedures in confor-
mity with the provisions of Article 63
of the Law are implemented by the
Banking Superintendency who should
propose to the Monetary Board such
dissolution based on the aforemen-
tioned causes. Within the next 24
hours following the urgent summon-
ing of a meeting, the Monetary Board
should meet and decide on the disso-
lution, which must be executed by the
Banking Superintendency. The Reso-
lution rendered to that effect by the
Monetary Board entails the automatic
revocation of the entity's operation
authorization and is notified to its
board of directors. Once the dissolu-
tion disposition is issued, the subject
entity is thereby in a suspended state
of operations.

From this moment on, the Banking
Superintendency will occupy all the
entity's offices, books, documents, and
records, interrupting any prescription
or maturity and any other deadline, as
well as the procedural terms among
the judicial considerations filed to re-
cuperate the loan portfolio and the
ordinary procedures that could have
arisen from it, being the rights of the
dissolved entity's shareholders and
other creditors also suspended as well
as its directors, managers and inter-
nal organs, having no legal force all
administrative/normative actions per-
formed. Once the dissolution proce-
dure is complete deadlines will run
again.

The Banking Superintendency must
then proceed to register the financial
statements of the entity being dis-
solved, penalties, reserves, provisions
and further adjustments which being

mandatory were pending at the date
of the dissolution resolution. Also, the
working liabilities of the entity must
be established, leaving out its direc-
tors, as well as an asset/liability ratio
in order to proceed with the exclusion
of assets and deposits in accordance
with the regulation established
thereon.

To this effect, the Banking Superin-
tendency will proceed without delay
to exclude privileged obligations of
the first and second order, registered
in the financial statements of the dis-
solving entity according to the follow-
ing criteria:

(I) First order obligations:

a) Private sector's current-account,
on-demand, savings and time de-
posits, excluding operations with
other financial intermediaries and
tied deposits;

b) Cash orders, including foreign
trade pre-payments, collections,
and tax withholdings, drafts,
transfers through contracts;

c) Judicial deposits;

d) Labor liabilities; and

e) The price owed for the technical
assistance that may be hired by the
Banking Superintendency charged
to the dissolving entity, to exclude
privileged obligations.

(II) Second order obligations:

a) Public sector's current-account, on
demand, savings and time deposits;

b) Obligations with the Central
Bank;

c) Obligations with financial broker-
age institutions;

d) Tax liabilities of the dissolving
entity.

Together with these obligations there
will be also assets separated for an
equivalent amount to the privileged
obligations of the first and the second
order. Obligations of the first order
will then be transferred in favor of one
or several solvent financial brokerage
institutions through competent proce-
dures, together with the relevant as-
sets through a securitization mecha-
nism that would make these assets into
a non attachable, autonomous capital,
subject to the service of the profit-
sharing emitted.

On the other hand, the Law considers
the Banking Superintendency's faculty
to resort to the securitization system
considered in the Securities Market
Law, to implement the dissolution pro-
cedure. Such asset securitization will
require structures analogue to the invest-
ment funds, which will emit profit-shar-
ing of various categories, providing dif-
ferent rights to its tenors.  The profit-
sharing bearers could transfer, pledge,
and make any act of control of such
profit-sharing drawings, only with other
financial brokerage institutions and with
the Contingency Fund. The issuance and
trade of these profit-sharing drawings
will be ruled by the legislation ruling
the Securities Market.

With regards to the transfer of shares,
liabilities, and contingencies of the
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T he Banking Superintendency,

 in the event that the abovemen-

tioned dissolution mechanism

had not been successful, will request to

the Monetary Board the designation of an

Administrative Liquidation Committee

formed by three people of well-known

honesty and financial, accounting, and

managerial experience. The Committee

will order the suspension of the agency's

financial brokerage operations, will de-

clare the liquidation, and will notify the

shareholders and creditors. The Commit-

tee will take possession of the entity's

assets, will collect loans, and will exercise

every legal right and claim. Furthermore,

the Committee will proceed to liquidate all

obligations as soon as possible, for which

it will dispose of all chattels, real estate,

and any other assets the entity may own.

On the other hand, a financial agency

could proceed to liquidate on its own free

will, only after it has paid back the totality

of its deposits and claimable liabilities, and

after having received a favorable report

from the Banking Superintendency and

the relevant approval of the Monetary

Board.

Liquidation Subsidiary
Mechanisms

dissolving entity, the Law establishes
that these, in any of their forms, will
not require the consent of their debt-
ors, creditors or any security holders,
making full and not-claimable trans-
fers for all relevant legal purposes. In
effect,  there could not be any
embargos or precautionary measure-
ment of any kind on a part or the whole
of the assets of the dissolving entity.
Furthermore, the transfers would be
exempt from payment of taxes, and
they will be inscribed in the public
registries relevant to the presentation
of the resolution from the Banking
Superintendency.

The Contingency Fund referred to
below, will facilitate the direct trans-
fer procedure of assets or their
securitization through mechanisms
dictated by the Monetary Board, even
when the contribution of such fund
could not exceed 30% of the privi-
leged obligations of the dissolving
entity and could not be higher than
what would be the payment in cash of
the deposits warranties of the deposi-
tors. The public Institutions bearing
such privileged obligations of the sec-
ond order will assume second order
profit-sharing.

Finally, those assets and liabilities not
included in the dissolution procedure
will constitute a residual balance, sub-
tracting procedural expenses. The re-
sidual balance will be delivered by the
Banking Superintendency to the Ad-
ministrative Liquidation Committee,
respecting the preference and priority

rules of the common Law, and keep-
ing those privileged-obligation hold-
ers who had not been fully satisfied
during the dissolution procedure, col-
lection preference, subsequent to
those workers who have not been
transferred to Institutions acquiring
assets or profit-sharing.

Contingency Fund

the Contingency Fund referred to in
the previous paragraph will be created
by the Central Bank with a separate
capital, and integrated by mandatory
contributions of the financial broker-
age institutions and other sources es-
tablished in the Law, for the exclusive
use of the dissolution procedure. Con-
tributions are estimated over the total
raisings through authorized instru-
ments of each one of the financial bro-
kerage institutions.

The Central Bank will be in charge of
its administration and will have the
authority to invest the Fund's re-
sources in assets or financial opera-
tions analogue to those performed for
the international reserve management
in conformity with the relevant invest-
ment policy dictated by the Monetary
Board.

The Contingency Fund will guarantee
deposits made by the public in the fi-
nancial brokerage institutions with a
limited amount for each depositor of
under RD$500,000.00 and up to 30%
of the total privileged liabilities of the
dissolving entity.
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EXTENSION AND COMPAT-
IBILITY

Financial Institutions; those holding
administrative or managerial posi
tions in such Institutions, who vio-

late the provisions of the Law or its Regu-
lations, shall incur punishable administra-
tive responsibility according to the Law.
Equal responsibility applies to natural
persons or legal institutions holding sig-
nificant capital participation in Financial
Institutions or those holding administra-
tive or managerial positions of such enti-
ties, provided that they have compromised
their own personal responsibility. This
regulation also applies to representation
offices, branches and foreign bank affili-
ates, and to institutions carrying out un-
authorized financial brokering activities.

The exercise of the sanctioning authority
contemplated by Law shall be separate
from the potential existence of criminal
or penal infractions, which may apply.
However, in such cases the Monetary and
Financial Administration shall initiate the
judicial process with respect to the penal
infractions once it has completed the ad-
ministrative sanctioning procedure. Ad-
ministrative sanctions have only a puni-
tive nature, and have no compensatory
purposes, obligating the sanctioned party
to comply with the sanctions and provi-
sions whose infraction produced the sanc-
tion.

CLASIFICATION

Infractions contemplated in the Law are
classified as quantitative and qualitative,
depending on whether they involve an
excess or lack of an amount with respect
to that required legally or statutorily, or
representing incompliance of any legal
or statutory provisions that involve no
amounts whatsoever.

I) QUANTITATIVE INFRAC-
TIONS

These are the following infractions,
which will prescribe five years from the
date of the infraction:

a) Infractions for Non Compliance
with Capital Adaptation Prudential
Norms:  those Institutions not com-
plying with the restrictions or ratios
established in Articles 41; 45, para-
graph e); 46, paragraphs c) and e);
47, paragraphs a) and b); and 48,
should immediately restore the capi-
tal shortage and should be subject
to a monetary sanction equivalent
to a percentage of such in confor-
mity with the provisions of the
Monetary Board, in a range from
5% to 10% of the missing capital.

b) Infractions for Non Compliance
with the Evaluation Norms on As-
sets and Risk Reserves: those Insti-
tutions not complying with the pro-
visions of Article 49 of the Law and
its relevant Regulations regarding
the establishment of risk reserves
must complete immediately the rel-
evant reserve shortage and will be
subject to a monetary sanction
equivalent to 100% of the shortage,
which would be equivalent to the
double if the entity does not proceed
immediately to complete the re-
serves missing.

c) Infractions for Non Compliance
with the Provisions on Reserve Re-
quirements: those Institutions not
complying with the Provisions on
Reserve Requirements in confor-
mity with Article 26 of the Law
shall be subject to a fine equivalent
to a daily 1% of the shortage on the
reserve requirements. The Mon-

etary Board will regulate the pro-
gressive sanctioning system for
cases of recurring infractions.

II) QUALITATIVE
INFRACTIONS

These infractions are in turn qualified
as:

a) Very serious infractions:the follow-
ing constitute very serious infrac-
tions, which prescribe 5 years from
the date when they were commit-
ted and shall be punished with fines
up to RD$10,000,000.00 or the an-
nulment of the authorization to op-
erate as a financial agency or as a
branch, affiliate, or representation
office, and in some cases with the
closing of the establishment:

1) Perform financial brokerage
activities without the Monetary
Board's authorization or with-
out observing the regulations of
the relevant authorization;

2) Carry out merge, take-over,
conversion, demerge and segre-
gation operations which affect
financial agents without the
authorization of the Monetary
Board;

3) Resist or refuse inspection by
the Monetary and Financial
Bureau and demonstrate lack of
cooperation in the implementa-
tion of the monitoring tasks car-
ried out.

4) Carry out operations prohibited
by virtue of the present Law or
that are not included as part of
the corporate purpose of the
institution or receipt of re-
sources in a manner not autho-

SECTION VII

Violations and Sanctions



Executive Summary www.phlaw.com  -  ph@phlaw.com

27

rized to the type of such finan-
cial agent.

5) Perform deceitful actions or use
individuals or companies inter-
posed for the purpose of per-
forming prohibited operations
or to evade mandates of the
Law or the Regulations or to
obtain results whose direct ob-
tainment by the institution
would imply as a minimum
commitment of a serious viola-
tion.

6) Non observance of the regula-
tion established for accounting
registration of operations en-
tailing essential irregularities
which prevent knowledge of the
equity and financial situation of
the financial agent.

7) Place at risk the institution's
deposits, through inadequate
operations according to sound
banking practices.

8) Refuse reimbursement of de-
posits without just legal or con-
tractual cause.

9) Be criminally condemned by
final and irrevocable judicial
decision due to violation of the
Prevention of Asset Laundering
Law.

10) Lack of adaptation or appropri-
ateness of financial agents dur-
ing the transitory period legally
established.

11) Non compliance with the obli-
gation to notify the Banking
Superintendency of the exist-
ence of cause for supervision on
a consolidated basis.

12) Perform disposal and manage-
ment actions of goods and se-
curities of an institution subject
to a dissolution process once it
has been initiated.

13) Violate the banking secret ob-
ligation in accordance with the
terms established under Article
56, literal b) of this Law.

14) Serve as broker for institutions
not authorized to carry out fi-
nancial brokerage operations.

15) Distribute dividends in viola-
tion of the present Law, as well
as expressed or hidden reserves.

16) Non compliance with the obli-
gation of submitting its annual
operations to an external audit
by a firm duly registered at the
Banking Superintendency.

17)  Lack of notification to the
Banking Superintendency the
existence of a cause for regu-
larization.

18) Commit two (2) serious viola-
tions during a period of three
(3) years.

19) Non compliance with the
implementation of a penalty
due to serious violation.

b) Serious Violations: the following
constitute very serious infractions,
which prescribe 3 years from the
date when they were committed and
shall be punished with a admonition
from the Banking Superintendency
and with a fine of up to
RD$2,500,000.00:

1) Violating the duty to inform
partners, depositors and other
creditors of the institution,
when the objective is to hide
liquidity or financial stability
problems.

2) Actions of abusive banking fi-
nancial practices with custom-
ers and violation of transpar-
ency obligation to the public.

3) Lack of notification to the
Banking Superintendency or
the Central Bank when it is le-
gally established as mandatory,
except when it constitutes a
very serious violation.

4) Exercising of influence over the
institution by a holder of a sig-
nificant share of by whomever
directly or indirectly has the
effective control which may
endanger sound management of
same.

5) To modify the By-laws without
prior authorization from the
Banking Superintendency.

6) Violation of the norms govern-
ing laundering of assets.

7) Use of deceitful advertising to
attract customers or unfair com-
petition.

8) Non compliance with the pub-
lication or submission of au-
dited financial statements.

9) Violation of minimum require-
ments to be established by the
Regulations for development of
provisions established under
Article 55 of this Law.

10) Violation of the rules govern-
ing minimum business hours to
serve the public.

11) Non compliance of a penalty
due to slight violation.

12) Commitment of three (3) or
more slight violations within a
period of two (2) years.

13) Provision of mortgage loans for
housing without obtaining the
"Seguro de Fomento de
Hipotecas Aseguradas" (FHA)
[Insured Mortgage Develop-
ment Insurance] required by the



Banco Nacional de la Vivienda
[National Housing Bank] or its
legal continuer.

14) Delays in the payment of the
premium of the "Seguro de
Fomento de Hipotecas
Aseguradas" (FHA) and the
Cost of the Study of Guarantee
Configuration (CECG).

c)  Slight Violations: Slights violations
are the following:

1) Non-authorized modification of
the business hours to serve the
public when it does not consti-
tute a serious violation.

2) Non compliance of the duty to
provide truthful information to
its partners, depositors and
other creditors, when it does not
constitute a serious violation.

3) Present delays in the submis-
sion of documents and informa-
tion that must be submitted on
a periodic or occasional basis
to bodies of the Monetary and
Financial Bureau.

4) Those violations of precepts
which must be observed which
do not constitute serious or very
serious violations or quantita-
tive violations in accordance
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with the provisions of previous
literals of this Article.

Implementation of monetary penalties
will be done through charges, when ap-
plicable, to accounts opened by the in-
stitution in the Central Bank. If this is
not possible, the compulsory process
established by the Tax Code will be
used.

Finally, the administrative application
of penalties is implemented through the
established provisions, and the per-
formed procedure must be implemented
by an instruction officer designated by
the Banking Superintendency or by the
Central Bank.
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