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Financial regulation:
2000 Q4

1. INTRODUCTION

During the fourth quarter of the year 2000,
more financial provisions were issued than in
previous periods.

First, a so-called reimbursement scheme
has been introduced into TARGET (1) for situa-
tions in which some incident prevents complete
processing of payment orders introduced by
participants, and certain provisions of the law
governing the Banco de Espafia Settlement
Service (SLBE) have been updated.

As regardes credit institutions, the remaining
provisions of Directive 97/5/EC of the European
Parliament and of the Council (2), relating to
bank transfers, have been transposed into Spa-
nish law, with the establishment of minimum pu-
blicity obligations that credit institutions making
credit transfers between Member States of the
European Union (EU) must comply with.

In the field of public debt, the special proce-
dures for paying interest on State debt have
been extended to debt issued by the regional
(autonomous) governments and local authori-
ties, whenever certain requirements are com-
plied with.

With regard to the National Electronic Clea-
ring System (SNCE) all documents capable of
being processed in the System have been in-
corporated. The only ones excluded, for opera-
tional or technical reasons, are specified in its
Operating Instructions.

In the Community sphere, the publication of
four provisions should be noted. The first two
relate to electronic money, extending the defini-
tion of credit institutions to include electronic
money institutions (EMIs), and establishing a le-
gal framework for these institutions, which spe-
cifies their legal status, the conditions for taking
up their business and their prudential supervi-
sion. The other two provisions have been pu-
blished as a consequence of the adoption of the
euro by Greece. The Council Regulation on the
introduction of the euro has been amended to
include Greece, and the minimum reserves sys-
tem has been extended to cover credit institu-
tions located in Greece and the branches in
Greece of credit institutions.

(1) Trans-European Automated Real-Time Gross settle-
ment Express Transfer (TARGET) is an EU general inter-
bank payments system, which connects the various real
time gross settlement systems and the payments mecha-
nism of the ECB via the Interlinking mechanism.

(2) See «Regulacién financiera: primer trimestre de
1997”, in Boletin Econédmico, Banco de Espafia, April 1997,
p. 117.
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As for cross-border transactions, three ins-
truments should be noted. The first amends the
procedure for reporting to the Banco de Espafia
financial or commercial foreign loan transac-
tions and transactions involving the setting off
of credits and debits with non-residents, laying
down threshold amounts for the reporting obli-
gation. The second revises the information that
must be sent to the Banco de Espafa by resi-
dents holding accounts with bank branches
operating abroad, or who collect receipts from
or make payments to non-resident entities that
are settled through accounts with non-resident
entities. Finally, certain provisions of the law on
foreign economic transactions are updated.

Certain aspects of the legal regime for fo-
reign-currency bureaux have been developed
and publicity and transparency obligations have
been laid down for foreign exchange and trave-
llers cheque sale and purchase transactions ca-
rried out by such proprietors, in order to ensure
an adequate level of information and customer
protection.

Finally, as usual in this period, the State
budget is discussed, for the year 2001. It main-
tains the austerity, the deficit control and the
budget discipline initiated in previous years.
The budget law, as in previous years, was ac-
companied by the adoption of a number of fis-
cal, administrative and social measures to facili-
tate the achievement of economic policy goals.

2. TARGET MODIFIED: REIMBURSEMENT
SCHEME AND OTHER CHANGES TO
THE LAW GOVERNING THE BANCO DE
ESPANA SETTLEMENT SERVICE

One of the consequences of the integration
of the Banco de Espafia into the ESCB, was the
application of harmonised procedures, together
with the national central banks of the euro area
countries, in accordance with the operational
requirements of the ECB. These new require-
ments, ranging from the implementation of mo-
netary policy to the operation of the TARGET
system, via market opening and closing proce-
dures and related activities, will apply to the ac-
tivities of the Banco de Espafia carried out wit-
hin a common framework. Another consequen-
ce of this integration was the adaptation, th-
rough CBE (Banco de Espafia Circular)
11/1998 of 23 December 1998, of the organisa-
tion and operation of the then STMD (Money-
Market Telephone Service) to the new obliga-
tions assumed by the Banco de Espafia as a
result of the implementation of the TARGET
system, which are set out in the Guideline of
the ECB of 16 November 1998. The name of
the STMD was changed to SLBE (Banco de Es-

pafia Settlement Service) and any reference to
it in then current legislation was to be taken as
a reference to the new name.

CBE 8/2000 of 22 December 2000 has re-
cently been published in order to transpose into
Spanish law the Guideline of the ECB of 3 Oc-
tober 2000 (ECB/2000/9), which replaces the
Guideline of the ECB of 16 November 1998.
The main change made by this Guideline is the
establishment of a so-called reimbursement
scheme.

This scheme is intended for situations in
which there may be a malfunctioning of TAR-
GET preventing complete processing of pay-
ment orders entered into the system. In such si-
tuations, the ESCB and the other central banks
participating in TARGET undertake to reimbur-
se the institutions concerned with certain
amounts based on the difference between the
interest rate applied for the use of standing faci-
lities and the main refinancing operations rate.
Participants may opt at any time to reject the
arrangements of the scheme and any reimbur-
sement payment and to seek any other legal
means that may be available to them for com-
pensation of damages.

The reimbursement scheme shall be applied
when the malfunctioning of TARGET affects do-
mestic and cross-border payments simultane-
ously. When it only has consequences for do-
mestic payments, the Banco de Espafia shall
apply the appropriate rules under current legis-
lation. Also, this scheme only applies to sending
and receiving participants, who have had to re-
sort, as a consequence of the malfunctioning of
TARGET, to marginal lending or deposit facili-
ties.

Finally, the Circular takes the opportunity to
make certain amendments to update CBE
5/1990 of 28 March 1990, with respect to the
institutions belonging to the SLBE (formerly,
STMD), and also makes certain changes to
CBE 11/1998 of 23 December 1998, in relation
to intraday credit (3). In particular, credit institu-
tions and the Spanish branches of foreign credit
institutions that are not eligible counterparties to
the Eurosystem for monetary policy operations
or are not authorised to use the marginal len-
ding facility and which fail to repay intraday cre-

3. Intraday credit is granted by the Banco de Espafia to
participants, following the provision by the latter of adequate
collateral during a particular daily session of the SLBE.
Such financing shall necessarily be repaid during the cour-
se of the day, whether by payment of sufficient cash or via
the marginal lending facility regulated in the general clauses
applicable to Banco de Espafia monetary policy operations
and implementing provisions.
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dit by the end of the day, shall pay interest, cal-
culated in accordance with the terms of CBE
11/1998.

3. CROSS-BORDER CREDIT TRANSFERS

Directive 97/5/EC of the European Parlia-
ment and of the Council of 27 January 1997
on cross-border credit transfers, laid down the
basic rules for individuals and businesses (es-
pecially small and medium-sized businesses)
to be able to make credit transfers through
credit institutions from one part of the Commu-
nity to another rapidly, reliably and cheaply. It
established both the minimum requirements to
ensure an adequate level of customer informa-
tion, and the minimum obligations of institu-
tions when executing such credit transfers in
accordance with the customer’s instructions.
Also, the EU Member States had to transpose
into their domestic law the provisions of the Di-
rective by 14 August 1999. Spain partially
complied with this mandate by means of Law
9/1999 of 12 April 1999, which regulated the
legal system for credit transfers between EU
Member States, introducing into Spanish law
the provisions of Directive 97/5/EC which re-
quired the status of statute. The Ministerial Or -
der of 16 November 2000 (BOE of 25 Novem-
ber 2000) has recently transposed into Spa-
nish law the other provisions of the Directive
and has also developed certain specific as-
pects of Law 9/1999.

First, the Order lays down some transpa-
rency obligations that must be complied with by
credit institutions that perform credit transfers
between EU Member States. After notification
of the Banco de Espafia, a number of general
conditions applicable to such transfers must be
made public, including notably the following:
the maximum time needed in business days for
the funds to be credited to the account of the
beneficiary; their cost in terms of the commis-
sions and expenses charged to the customer
for the transfers ordered and received; in the
case of receipt of a transfer the maximum time
for the funds credited to the account of the ins-
titution to be credited to the account of the cus-
tomer beneficiary which shall be agreed befo-
rehand with the originator, or otherwise one
banking business day; the exchange rates
used for conversion in the case of transfers
that are to be paid in a different currency from
that in which the funds were delivered, and the
complaints and redress procedures offered to
customers. Such conditions shall be made pu-
blic in writing, in a readily comprehensible form
and shall be included in the tariff brochure.
Also, they must be made available to actual
and prospective customers in electronic format

(e.g. by Internet) when the institution offers
electronic operations.

These obligations are extended to cover the
proprietors of currency-exchange bureaux, pro-
vided the operation carried out by the latter has
the purpose of crediting a sum of money to an
account held at a credit institution where it is
accessible to the beneficiary. However, such
proprietors are exempted from the obligation to
set a maximum period within which to make the
funds received via a transfer available to the
beneficiary. They are also required to maintain
exclusive bank accounts for the management of
credit transfers and to avoid confusion as to the
identity or responsibility of the proprietor with
whom the customer contracts the operation
when the latter is associated with networks or
international organisations.

Both credit institutions and the proprietors of
currency exchange establishments shall provi-
de their customers, unless they expressly forgo
their rights in this respect, with information on
the settlement of all transfer operations ordered
or paid to beneficiaries. This information shall
be given in writing, be clear, specific and readily
comprehensible, and must contain at least the
following: a reference number allowing the
transfer to be identified; the amount of the
transfer; all the expenses and commissions pa-
yable by the customer, and if applicable, the va-
luation date applied.

An obligation is also established to supply
customers, at their request when the institution
accepts the operation, with a written offer set-
ting out the specific conditions applicable to the
transfer. These shall include the time needed to
execute the operation, the charges payable by
the originator and, where appropriate, by the
beneficiary.

The obligations to publish information and
deliver the settlement document are extended
to cover those cross-border transfers that do
not fall under the scope of application of Law
9/1999. Third-party civil liability insurance for
currency-exchange bureaux that manage cross-
border transfers is also regulated.

For the purposes of Law 9/1999 a banking
business day is defined as a twenty-four hour
period during which the institution is open for
business. For this definition the locality or locali-
ties in which the various different periods set by
the Law must be calculated are taken into ac-
count, as well as the working calendar.

Finally, the Banco de Espafa is enabled to
issue specific regulations for the implementa-
tion and enforcement of this Order.
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4. PROCEDURES FOR THE PAYMENT
OF INTEREST ON STATE DEBT
EXTENDED TO DEBT ISSUED BY
REGIONAL (AUTONOMOUS) AND
LOCAL GOVERNMENTS

Special procedures have been established
in recent years for the payment of interest on
State debt registered in the Book-Entry Sys-
tem. Legislation waived the obligation to with-
hold interest on public debt for particular ca-
tegories of investor and certain yields, but
similar procedures were not established for
debt issued by regional (autonomous) and lo-
cal governments, despite the fact that this
debt enjoys the same benefits and conditions
as State debt.

Law 31/1990 of 27 December 1990 on the
State budget for 1991 and Law 17/1991 of 27
May 1991 on urgent fiscal measures, exempted
interest received by non-residents without a
permanent establishment in Spain from taxa-
tion, except where it is obtained through coun-
tries or territories classified as tax havens, and
Royal Decree 1285/1991 of 2 August 1991 es-
tablished the appropriate special procedure for
the payment of interest. Likewise, Royal Decree
537/1997 of 14 April 1997, which approved the
Corporate Income Tax Regulation, exempted
interest on public debt received by certain cate-
gories of resident institutions from withholding
tax, and the Ministerial Order of 20 April 1988
established the relevant procedure for paying
interest for the said institutions, following a simi-
lar system to that established for non-residents.
Finally, Royal Decree 326/1999 of 26 February
1999, which approved the Regulation on the In-
come Tax for non-residents, submitted the inco-
me obtained by non-residents through a perma-
nent establishment to the same withholding
system as applicable to payers of corporate in-
come tax.

Royal Decree 1948/2000 of 1 December
2000 (BOE of 19 December 2000) now extends
the special procedures for payment of interest
on State debt to the debt issued by regional
(autonomous) and local governments (4), provi-
ded that this debt fulfils the following require-
ments:

a) Itis registered in the Book-Entry System.

b) The issuing regional (autonomous) or local
government has signed an agreement with
the Banco de Espafia whereby the service

(4) Notwithstanding the special tax arrangements in for-
ce in the Basque Country and Navarre.

of refunding amounts withheld from coupon
payments shall be provided by the Banco
de Espafia.

5. NATIONAL ELECTRONIC CLEARING
SYSTEM: NEW DOCUMENTS
INCORPORATED

Royal Decree 1369/1987 of 18 September
1987 (5), the Ministerial Order of 29 February
1988 (6) and CBE 8/1988 of 14 June 1988 (7),
regulated the structure and operation of the Na-
tional Electronic Clearing System (SNCE), con-
sisting of the National Exchange System (SNI)
and the National Settlement System (SNL). La-
ter, the CBE 11/1990 of 6 November 1990 (8)
laid down the operating rules for the general
subsystem for current-account cheques and
promissory notes, regulated in SNCE Rule-004
(hereinafter SNCE-004), incorporated in the
SNI. Subsequently, CBE 1/1998 of 27 January
1998 (9), published the operating rules for the
new general subsystem for commercial bills,
also incorporated in the SNI (regulated in SNCE
Rule-07).

Specifically, CBE 11/1990 and CBE 1/1998
excluded the presentation through these
subsystems of documents whose maturity date
was more than 90 calendar days before their
clearing date. Also, CBE 1/1998 excluded from
the general subsystem for commercial bills, in-
ter alia, bills issued before 1 January 1986 that
might be subject to a protest before a Notary
Public.

Having overcome the technical and opera-
ting difficulties that prevented their processing
in the SNCE, CBE 9/2000 of 22 December
2000 (BOE of 29 December 2000) has incorpo-
rated all the documents capable of being pro-
cessed in the SNCE. The only documents ex-
cluded are those which, for operational or tech-
nical reasons, are specified in the Operating
Instructions.

(5) See «Regulacion financiera: cuarto trimestre de
1987», in Boletin Econémico, Banco de Espafia, January
1988, p. 51

(6) See «Regulacién financiera: primer trimestre de
1988», in Boletin Econémico, Banco de Espafia, April 1988,
p. 65.

(7) See «Regulacion financiera: segundo trimestre de
1988», in Boletin Econdmico, Banco de Espafia, July-Au-
gust 1988, p. 79.

(8) This Circular was amended by CBE 5/1991 of 26
July 1991, CBE 1/1995 of 30 June 1995, CBE 2/1998 of 27
January 1998 and CBE 9/1998 of 30 October 1998, so as to
incorporate the clearing of new documents and means of
payment into this subsystem.

(9) See «Financial regulation: first quarter of 1998», in
Economic Bulletin, Banco de Espafia, April 1998, p. 104.
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6. EUROPEAN DIRECTIVE RELATING TO
THE TAKING UP AND PURSUIT OF
THE BUSINESS OF ELECTRONIC
MONEY INSTITUTIONS

Directive 2000/12/EC of the European
Parliament and of the Council, of 20 March
2000 (OJ of 26 May 2000) combined in a sin-
gle text a number of directives relating to cre-
dit institutions, for reasons of clarity and ratio-
nality.

Meanwhile, the electronic money dissemi-
nated by credit institutions has rapidly gained
broad acceptance in Spain as a retail pay-
ment instrument, since it enables monetary
value to be stored on an electronic device in
the hands of the consumer. Against this
background, the European Community has
considered it desirable to provide a regulatory
framework that assists electronic money in
delivering its full potential benefits and that
avoids hampering technological innovation in
particular.

To this end, Directive 2000/28/EC of the
European Parliament and of the Council of 18
September 2000 (OJ of 27 October 2000) has
been published. It amends Directive 2000/12/EC
in order to promote harmonious development
of the activities of credit institutions, in particu-
lar as regards the issuance of electronic mo-
ney, widening the definition of credit institu-
tions to include electronic money institutions
(EMISs).

Directive 2000/46/EC of the European Par -
liament and of the Council of 18 September
2000 (0J of 27 October 2000) was published at
the same time. This directive provides the ap-
propriate measures necessary to coordinate
and harmonise Member States’ laws, regula-
tions and administrative provisions relating to
the taking up, pursuit and prudential supervision
of the business of electronic money institu-
tions (10).

For the purposes of this Directive, electronic
money can be considered an electronic surro-
gate for coins and banknotes, representing a
claim on the issuer, stored on an electronic de-
vice, issued on receipt of funds of an amount
not less in value than the monetary value is-

(10) The approach adopted is appropriate to achieve
only the essential harmonisation necessary and sufficient to
secure the mutual recognition of authorisation and pruden-
tial supervision of electronic money institutions, making pos-
sible the granting of a single licence recognised throughout
the Community and designed to ensure bearer confidence
and the application of the principle of home Member State
prudential supervision.

sued, and accepted as means of payment by
undertakings other than the issuer. A distinctive
feature of transactions carried out with electro-
nic money is that it does not necessarily involve
the existence of a bank account, since it opera-
tes as a prepaid bearer instrument.

The main features of the new legal regime
for EMIs are as follows:

6.1. Initial capital and ongoing own funds
requirements

EMIs shall have an initial capital of not less
than EUR 1 million and, at all times, own funds
which are equal to or above 2 % of the higher of
the current amount or the average of the prece-
ding six months’ total amount of their financial
liabilities related to outstanding electronic mo-
ney.

6.2. Restriction of activities and
investments

Besides the issuing of electronic money,
EMIs may carry on other activities which are
restricted in this Directive to the following:

a) The provision of closely related financial
and non-financial services such as the ad-
ministering of electronic money by the per-
formance of operational and other ancillary
functions related to its issuance, and the is-
suing and administering of other means of
payment but excluding the granting of any
form of credit;

b) The storing of data on the electronic device
on behalf of other undertakings or public
institutions.

As regards their investments, EMIs shall not
have any holdings in other undertakings except
where these undertakings perform operational
or other ancillary functions related to electronic
money issued or distributed by the institution
concerned.

At the same time, EMIs shall have invest-
ments of an amount of no less than their finan-
cial liabilities related to outstanding electronic
money in the following assets only: asset items
which are sufficiently liquid and attract a zero
credit risk weighting pursuant to Articles 43 and
44 of Directive 2000/12/EC (e.g. public debt);
sight deposits held with zone A credit institu-
tions (as defined in Directive 2000/12/EC); and
debt instruments which are sufficiently liquid
and fulfil certain other requirements set out in
Directive 2000/46/EC. Sight deposits and debt
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instruments shall not exceed 20 times the own
funds of the EMI concerned.

6.3. Other requirements

EMIs shall have sound and prudent mana-
gement, administrative and accounting proce-
dures and adequate internal control mecha-
nisms. These should respond to the financial
and non-financial risks to which the institution is
exposed including technical and procedural
risks as well as risks connected to its coopera-
tion with any undertaking performing operatio-
nal or other ancillary functions related to its bu-
siness activities.

The competent authorities shall, at least twi-
ce a year, check compliance with the initial capi-
tal and ongoing own funds requirements, as well
as with the limits for investments. Also, Member
States shall prohibit persons or undertakings
that are not credit institutions from carrying on
the business of issuing electronic money.

6.4. Redeemability

A bearer of electronic money may, during
the period of validity, ask the issuer to redeem it
at par value in coins and bank notes or by a
transfer to an account free of charges other
than those strictly necessary to carry out that
operation. The conditions of redemption shall
be clearly stated in the contract between the is-
suer and the bearer, which may stipulate a mi-
nimum threshold for redemption. The threshold
may not exceed EUR 10.

6.5. Waiver

Member States may allow their competent
authorities to waive the application of some or
all of the provisions of this Directive and the ap-
plication of Directive 2000/12/EC to electronic
money institutions when the electronic storage
device is subject to a maximum storage amount
of not more than EUR 150 and one of the follo-
wing conditions is met: a) the total amount of fi-
nancial liabilities relating to outstanding electro-
nic money does not normally exceed EUR 5 mi-
llion and never exceeds EUR 6 million; b) the
electronic money is accepted as a means of
payment only by the corporate group to which
the EMI belongs; or c) the electronic money is
accepted in limited local areas or only by a limi-
ted number of undertakings that have a close fi-
nancial or business relationship with the EMI,
such as a common marketing or distribution
scheme. EMIs that are granted a waiver shall
not benefit from the mutual recognition arrange-
ments.

Member States shall require that all electro-
nic money institutions granted a waiver report
periodically on their activities including the total
amount of financial liabilities related to electro-
nic money.

Finally, the Member States shall transpose
the provisions of Directive 2000/28/EC and Di-
rective 2000/46/EC into their national law by 27
April 2002, immediately informing the Commis-
sion thereof.

7. COUNCIL REGULATION ON THE
INTRODUCTION OF THE EURO
AMENDED FOLLOWING THE
ADOPTION OF THE EURO BY GREECE

Council Regulation 974/98 of 3 May 1998
provided for the substitution of the euro for the
currencies of the Member States which fulfilled
the necessary conditions for the adoption of the
single currency at the time when the Commu-
nity entered the third stage of economic and
monetary union, on 1 January 1999. This Regu-
lation also envisaged the possibility of other
Member States adopting the euro at a later
date.

Greece has now fulfilled the necessary con-
ditions for the adoption of the single currency.
Consequently, Council Regulation (EC) No
2596/2000 of 27 November 2000 (OJ of 29 No-
vember 2000) has been published in order to
amend Regulation 974/98 so as to make its
provisions on the introduction of the euro appli-
cable to Greece as from 1 January 2001.

8. EUROPEAN CENTRAL BANK:
APPLICATION OF THE RESERVE
RATIO FOLLOWING THE ADOPTION
OF THE EURO BY GREECE

The Statute of the ESCB and of the ECB
empowered the Governing Council of the ECB
to define the mandatory reserve ratio applicable
to the credit institutions of the Member States
as from January 1999. The ECB submitted Re-
commendation 98/C 246/06 of 7 July 1998 for a
Council Regulation concerning the application
of minimum reserves to the Council of the Euro-
pean Union, which responded by adopting
Council Regulation 2531/98 of 23 November
1998 (11). This Regulation laid down the gene-
ral principles, the basic aspects and the limits to
the ratio, which were subsequently implemen-

(11) See «Financial regulation: fourth quarter of 1998»,
in Economic Bulletin, Banco de Espafia, January 1999,
p. 78.
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ted by Regulation 2818/1998 of the ECB of 1
December 1998 (12), amended by Regulation
1921/2000 of 31 August 2000, on the applica-
tion of minimum reserves, to enter into force on
1 January 1999, coinciding with the start of the
third stage of economic and monetary union.

The Statute of the ESCB and of the ECB Ii-
kewise enabled the Council of the European
Union to define various powers that the ECB
must assume at the start of the new stage of
EMU, which were developed by Council Regu-
lation 2532/98 of 23 November 1998 concer-
ning the powers of the ECB to impose sanc-
tions, by Council Regulation 2533/98 of 23 No-
vember 1998 concerning the collection of statis-
tical information by the ECB, and by ECB Regu-
lation 2819/98 of 1 December 1998, amended
by Regulation 1921/2000 of 31 August 2000
concerning the consolidated balance sheet of
the monetary financial institutions sector.

With the introduction of the euro in Greece
as of 1 January 2001, the minimum reserve
system has been extended, by ECB Regulation
2548/2000 of 2 November 2000 (OJ of 18 No-
vember 2000), to cover credit institutions loca-
ted in Greece and the branches in Greece of
credit institutions. As of 1 January 2001 these
institutions shall be obliged to hold minimum re-
serves, subject to a transitional maintenance
period running from 1 to 23 January 2001.

9. FOREIGN LOANS, CREDIT AND
SET-OFFS

A Ministerial Order of 27 December 1991 im-
plementing Royal Decree 1816/1991 of 20 De-
cember 1991 laid down the obligation to report
to the Banco de Espafa both financial and
commercial foreign loans received or extended
by residents. The reporting procedure for trade
credit on goods and services imports was stipu-
lated by CBE 2/1992 of 15 January 1992, while
CBE 23/1992 of 18 December 1992 regulated
the procedure for reporting to the Banco de Es-
pafia operations involving obtaining and exten-
ding financial or commercial foreign loans, and
the setting off of credits and debits with non-re-
sidents.

Since the entry into force of this latter Circu-
lar and in view of the time elapsed, there has
been a notable increase in both the number and
value of such transactions and it was deemed
advisable to update its provisions by means of
the publication of CBE 6/2000 of 31 October
2000 (BOE of 17 November 2000). This Circu-

(12) See previous note.

lar basically retains the same precepts as in
CBE 23/1992, but sets certain quantitative limits
below which it is not necessary to submit the
declaration. Likewise, the Circular adapts the
forms of and instructions for the declaration to
current statistical reporting requirements. The
following differences are detailed hereafter.

9.1. Loans and credit from non-residents
to residents

As regards financial loans and credit, natural
or legal persons resident in Spain (other than
registered entities) obtaining financing from a
non-resident, in whatever form, are obliged to
report it whenever the amount of such financing
is equal to or above EUR 3 million or the equi-
valent value in other currencies (previously all
loans and credit had to be declared as there
was no threshold amount).

The Banco de Espafia will generally conti-
nue to assign a specific financial operation
number (NOF by its Spanish name) (13) to
each declaration. Likewise, registered entities,
duly authorised by the Banco de Espafia, may
continue to assign the NOF for loans from non-
residents whose amount is less than EUR 6 mi-
llion or the equivalent value in other currencies
(the previous limit was EUR 1.5 million) and
provided that the lender is not a resident of te-
rritories or countries deemed to be tax havens
under the terms of Royal Decree 1080/1991 of
5 July 1991.

As to commercial credit, residents obtaining
credit facilities from a non-resident shall declare
these to the Banco de Espafia within one month
from the date of receiving the credit, provided
the amount thereof is equal to or greater than
EUR 600,000 or the equivalent value in other
currencies and the maturity is greater than one
year in the case of goods and services import
transactions (the amount was previously unlimi-
ted).

9.2. Loans and credit from residents to
non-residents

This is similar to the previous case and the
same thresholds below which there is no obli-
gation to submit a declaration are established.
Hence, as regards financial loans and credit,
natural or legal persons resident in Spain (other
than registered entities) that extend financing to

(13) The financial transaction number (NOF) is used to
record the consideration given and may act as a reference
for any matter relating thereto.
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non-residents, in whatever form, are obliged to
declare it whenever the amount of such finan-
cing is equal to or greater than EUR 3 million or
the equivalent value in other currencies (pre-
viously there was no threshold amount for the
purposes of declaration).

Registered entities, duly authorised by the
Banco de Espafa, may continue to assign the
NOF for loans to non-residents whose amount
is less than EUR 6 million or the equivalent va-
lue in other currencies (the previous limit was
EUR 1.5 million) and provided that the borrower
is not a resident of territories or countries dee-
med to be tax havens under the terms of Royal
Decree 1080/1991 of 5 July 1991.

As to commercial credit, residents extending
credit facilities to a non-resident shall declare
these to the Banco de Espafia within one month
from the date of the credit being received, provi-
ded the amount thereof is equal to or greater
than EUR 600,000 or the equivalent value in ot-
her currencies and the maturity greater than
one year in goods and services import transac-
tions (the amount was previously unlimited).

9.3. Setting off of foreign receipts
and payments

Natural or legal persons resident in Spain
setting off receipts and payments with non-resi-
dents originating from transactions of whatsoe-
ver nature (whether financial or of goods or ser-
vices) are obliged to declare them to the Banco
de Espafa within one month (previously there
was no time limit).

Notwithstanding the foregoing, the Banco de
Espafia may require those natural or legal per-
sons who had remained exempt from declara-
tion, owing to the fact that the value of their
operations did not exceed the above-mentioned
amounts, to declare them if the aggregate
amount of the operations exceeds the establis-
hed limits.

10. RESIDENTS HOLDING BANK
ACCOUNTS ABROAD

The above-mentioned Ministerial Order of 27
December 1991, which implemented Royal De-
cree 1816/1991 of 20 December 1991, allowed
residents, inter alia, to open and hold accounts
denominated in foreign currency and pesetas in
bank branches operating abroad and to collect
from and make payments to non-residents th-
rough crediting and debiting such accounts, but
it obliged them to inform the Banco de Espafia
of the opening of and movements in such ac-

counts. Subsequently, CBE 24/1992 of 18 De-
cember 1992, regulated the information to be
reported to the Banco de Espafia by residents
holding accounts opened in the branches of
both registered entities and foreign credit insti-
tutions operating abroad, or conducting receipt
or payment transactions and clearing mutual
credits and debits with non-resident institutions
settled via accounts with non-resident entities
that are not credit institutions.

For the same reasons as CBE 6/2000, dis-
cussed in the previous section, CBE 7/2000
(BOE of 17 November) amending CBE 24/1992
has been enacted to raise the amounts below
which declarations of transactions are not ne-
cessary or, if appropriate, where such declara-
tions may be simplified, with the information re-
taining a sufficient degree of quality. The Circu-
lar also adapts the declaration forms and rules
of procedure to current statistical reporting re-
quirements.

In this respect, the amount above which hol-
ders of accounts abroad must submit a declara-
tion to the Banco de Espafia for receipts and
payments via credits and debits in the accounts
has been raised from EUR 300,506 (PTA 50
million) to EUR 3 million (PTA 499.2 million) or
the equivalent value in other currencies. This
shall continue to be done monthly. If in any one
month, in the credits or debits in question, the
aforementioned figure of EUR 3 million is rea-
ched (the previous limit was PTA 50 million or
EUR 300,506), the monthly declaration submit-
ted shall encompass the declarations not repor-
ted in the previous month or months.

Account holders exempt from reporting in a
particular month in the year or in every month
shall submit an annual declaration in the last
month of the year containing the undeclared
operations. Nonetheless, a change introduced
here is that if neither the sum of debits or cre-
dits should have exceeded EUR 600,000 or the
equivalent value in foreign currency during the
year, the declaration shall only be sent to the
Banco de Espafia on the express requirement
of the latter.

11. AMENDMENTS TO THE
REGULATIONS ON FOREIGN
ECONOMIC TRANSACTIONS

The Resolution dated 9 July 1996 issued
by the Directorate General of Trade Policy
and Foreign Investment implemented specific
articles of the Ministerial Order of 27 Decem-
ber 1991 -amended by the Ministerial Order
of 9 July 1996- on foreign economic transac-
tions. There have since been regulatory
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changes making it necessary to amend this
Resolution, as has duly been the case with
the Resolution of 31 October 2000 (BOE of
22 November).

Firstly, the Resolution partly implements Law
9/1999, of 12 April 1999, on the legal regime for
credit transfers between EU Member States,
determining the procedure to be followed for
credit transfers from EU Member States whose
amount is between EUR 12,500 and EUR
50,000 (both inclusive). In this case, the resi-
dent recipient shall submit the declaration within
fifteen calendar days from the date on which
the account was credited. To this end, the re-
gistered entity shall communicate this crediting
of account to the resident beneficiary forthwith,
including the amount under a temporary hea-
ding and requiring of the beneficiary the related
declaration of receipt. The beneficiary is warned
that failure to submit this declaration within the
period established shall entail disclosure there-
of to the Directorate General of the Treasury
and Financial Policy (formerly the Directorate
General of Trade Policy and Foreign Invest-
ment).

Secondly, the Resolution provides for a pro-
cedure to formulate the declaration in the event
of payments and receipts between residents
and non-residents via the endorsement of com-
mercial bills. To date, receipts and payments
between residents and non-residents, along
with transfers between them via registered enti-
ties, were subject to declaration by the resident
collecting the receipts or making the payment or
transfer. Specifically, if the receipts and pay-
ments were made via commercial bills or che-
gues, declaration was obligatory for the paying
resident to whose account the bills or cheques
were charged. But the same obligation was not
envisaged for the resident when the initial draft
was made out to another resident and the latter,
in turn, endorsed it in favour of a non-resident.
And nor was it foreseen were a non-resident to
draw the bill in favour of another non-resident
and if the same non-resident were to endorse it
on account of a resident. However, in both ca-
ses the regulation obliges the endorsers of the
trade bills or the cheques to submit the related
declaration in the form and within the period en-
visaged in the Resolution, and this irrespective
of whether the registered entities submit the ap-
propriate notifications.

Finally, the threshold for the declaration of
receipts, payments or credit transfers is obliga-
tory has been raised, with the exemption ceiling
set at EUR 12,500 or the equivalent value in
pesetas, provided that partial payments are not
involved.

12. IMPLEMENTATION OF THE LEGAL
REGIME FOR CURRENCY-EXCHANGE
BUREAUX

Law 13/1996, of 30 December 1996, on fis-
cal, administrative and social measures, which
accompanied the 1997 Budget Law, pointed to
the need to complete the regulation of esta-
blishments other than credit institutions open to
the public for currency exchange (hereafter, cu-
rrency-exchange bureaux) with more compre-
hensive legislation, similar to that in other Euro-
pean countries, regarding the persons who per-
form such operations, enabling the government
to implement such legislation subsequently.
This was done by Royal Decree 2660/1998 of
14 December 1998 (BOE of 15 December
1998), which regulates the activity of these es-
tablishments while giving due regard to free
competition and proper safeguards for custo-
mers. As regards its scope of application, the
activity of these currency-exchange bureaux, or
whatever they may be called, was widened to
include not only the exchange of currency (the
purchase and sale of foreign banknotes) but
also the management of credit transfers recei-
ved from or sent abroad through credit institu-
tions.

Recently, the Ministry of Economy and Fi-
nance, having been enabled by the above-men-
tioned Royal Decree, has enacted Ministerial
Order of 16 November 2000 (BOE of 25 No-
vember), regulating specific aspects of the regi-
me for currency-exchange bureaux and imple-
menting obligations as to the advertising and
transparency of foreign currency and traveller's
cheque sale/purchase transactions by these es-
tablishments, so as to ensure proper informa-
tion and safeguards for customers.

With regard to own funds, the Ministerial Or-
der states that the minimum capitalisation requi-
rements detailed in Royal Decree 2660/1998
shall be deemed met if net worth reaches at all
times the minimum amounts established. As to
the registration of currency-exchange bureaux
envisaged in the aforementioned Royal Decree,
the Ministerial Order adds that, once establish-
ment-proprietors receive certification from the
Banco de Espafia of the operations they are
authorised to conduct, this should be made per-
fectly visible to the public in all premises where
they engage in their activity. Moreover, the Or-
der addresses the principle of freedom for aut-
horised establishment-proprietors to open pre-
mises with the sole requirement that this be
communicated to the Banco de Espafia, follo-
wing the procedure laid down by the latter.
Also, in addition to the authorised operations,
they may engage in those others which, in the
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opinion of the Banco de Espafia, supplement or
complement the former operations.

Regarding the rules governing the adverti-
sing and transparency of operations, establish-
ment-proprietors shall publicise, in the manner
determined by the Banco de Espafia, the ex-
change rates, commissions and expenses (mi-
nimum charges included) applicable to the sale
and purchase of foreign currency notes and tra-
veller's cheques. Likewise, they shall adopt the
appropriate organisational measures when, in a
single establishment, other activities are enga-
ged in, so that customers may clearly identify
the service-provider.

Certain special rules of conduct are also in-
cluded for the proprietors of these establish-
ments for the purposes of statistical and fiscal
monitoring. Thus, the consignment and receipt
of domestic and/or foreign currency coins must
be routed via credit institutions or via other pro-
prietors of currency-exchange bureaux abroad,
in accordance with the procedure established
by the Banco de Espafia. Moreover, customers
buying or selling foreign banknotes or traveller’s
cheques for an amount exceeding ESP 1 mi-
lion (EUR 6,010) shall provide a signed state-
ment, following the format established by the
Banco de Espafia, with data identifying the resi-
dent customer and, where appropriate, those of
the non-resident from/to whom the funds in
guestion were received/sent.

In addition, clarification is given of the po-
wers of control and inspection assigned to the
Banco de Espafia by Royal Decree 2660/1998,
regarding the activity of authorised establish-
ments and the verification of the requirements
made of them to obtain and retain such authori-
sation. These powers shall be exercised without
prejudice to those attributed to the authorities
responsible for money laundering or those po-
wers which, in particular, in respect of proprie-
tors authorised exclusively to purchase foreign
banknotes, might correspond to other State or
regional authorities entrusted with consumer
protection responsibilities. It is likewise stipula-
ted that the Banco de Espafia Complaints Ser-
vice shall be entrusted with receiving and pro-
cessing complaints from customers of currency-
exchange bureaux. The latter shall in turn in-
form the public, in the manner established, of
the existence and functions of the aforementio-
ned Service, and of the rules governing the
transparency of operations with customers.

Lastly, regulations have been enacted go-
verning the agents of currency-exchange bure-
au proprietors who act as legal representatives
or proxies, habitually acting in the name or on
the behalf of the bureau proprietor vis-a-vis cus-

tomers. Specifically, a list of agents and the
scope of their representation shall be available
to the general public in each establishment;
agency contracts should be written agreements
and the powers conferred legalised before a no-
tary public and registered with the Mercantile
Registry. Currency-exchange bureaux are for-
bidden to entrust agents with engaging in the
buying/selling of foreign banknotes or traveller’s
cheques, or the direct depositing by customers
in their accounts, although they are allowed to
use these accounts to deposit temporarily the
funds received in cash from customers or to ob-
tain the funds to be paid to beneficiaries.

13. STATE BUDGET FOR THE YEAR 2001

As usual in December, the State budget for
the year 2001 has been approved by Law
13/2000 of 28 December 2000 (BOE of 29 De-
cember 2000).

There are no significant changes in this bud-
get on a year earlier. The austerity, control of
the deficit and budgetary discipline initiated in
previous years are a continuing feature.

Owing to their importance or novelty, the fo-
llowing aspects may be highlighted.

As regards financial regulation, the prevai-
ling legal interest rate and the late-payment in-
terest rate for tax debts rise from 4.25% to 5.5%
and from 5.5% to 6.5%, respectively. Further,
the ceiling for the increase in the outstanding
stock of State debt during the year is set at ESP
972.66 billion. This limit, which may be revised
if certain circumstances envisaged in the Law
arise, shall be effective at the end of the year,
and may be exceeded, upon authorisation from
the Ministry of the Economy, in a limited num-
ber of cases.

In the fiscal realm, and with specific regard
to personal income tax, the amendments affect
the adjustment of the coefficients to correct ac-
quisition values (to 2%, the inflation percentage
rate forecast for the year 2001). Also, mecha-
nisms are established to compensate those tax-
payers for whom the new regulation is less ad-
vantageous than the deductions previously en-
joyed for investment and rental of their habitual
residence. Moreover, the rates for the general
and regional tax schedules are maintained for
the year 2001.

In relation to corporate income tax, the coef-
ficients adjusting for the monetary depreciation
since 1983 have been updated by means of the
application of a uniform coefficient to the indi-
ces included in the table approved for the pre-
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vious year. This reflects the change in prices fo-
recast for this year, and is aimed at eliminating
the taxation of monetary gains. As in 1999 and
2000, these coefficients shall be applied only to
real estate assets. Further, the amount of the
payments on account that entities subject to
this tax are required to make is determined in a
similar way to the previous year.

As regards transfer and legal documents
tax, the schedule applicable in the case of the
transfer and restitution of titles has been upda-
ted (2%).

Turning to public spending, the suspension
of the possibility of making appropriations, ex-
cept in certain cases, and the prohibition on
transferring appropriations from capital to cu-
rrent operations have both been maintained,
with the same qualifications applying as last
year.

In relation to the regional (autonomous) go-
vernments, their percentage shares in State re-
venue for the five-year period 1997-2001, appli-
cable on 1 January 2001, have been set, distin-
guishing between the final percentage shares in
the State’s territorial revenue under personal in-
come tax and those of the regional (autono-
mous) governments in general State revenue.
Also, as regards financing for the year 2001 via
shares in State revenue, a distinction is drawn
between those regional governments to which
the financing arrangements for the five-year pe-
riod are applicable and those that have not
adopted the agreement on these arrangements.

14. FISCAL, ADMINISTRATIVE AND
SOCIAL MEASURES

As usual in recent years, to facilitate fulfil-
ment of the economic policy objectives set out
in the State budget for the year 2001, a number
of fiscal, administrative and social measures
have been adopted. These are contained in
Law 14/2000 of 29 December 2000 (BOE of 30
December 2000).

The Law introduces certain reforms affec-
ting taxation and the rules regulating general
government employees, and it responds to
specific needs in relation to government mana-
gement, organisation and action in various sp-
heres.

14.1. Fiscal sphere
In the fiscal area, certain sections of the cu-

rrent personal income tax provisions in Law
40/1998 of 9 December 1998 are amended.

First, under exempt income, new cases of
exemption are added, namely: compensation
as a result of liability for personal injuries for the
legal or judicially acknowledged amount, bene-
fits received in connection with burial or inter-
ment limited to the total amount of the expen-
ses incurred, and the raising from ESP 1 million
to 2 million of the exemption ceiling for unem-
ployment benefits recognised by the respective
management entity if received in the form of a
one-off payment. Also, the cases of taxpayers
not obliged to submit a personal income tax re-
turn will be extended to encompass those obtai-
ning income exclusively from movable capital
returns not subject to withholding taxes arising
on Treasury bills and subsidies for the purchase
of housing subject to official protection or ap-
praisal-value housing, with a joint gross annual
limit of ESP 100,000.

Under corporate income tax, certain aspects
of merger regulations have been amended, whi-
le as regards tax rates on non-resident income,
these have been brought onto an equal footing
with the withholding rates applicable to resi-
dents (18%).

As regards the Economic and Fiscal Regime
for the Canary Islands, it is made clear that pur-
chased or imported investment goods should
be operational immediately, and the lower of a
period of five years or the useful life of the go-
ods is specified for maintaining the investment.

As to VAT, Community rules are adapted to
the special procedure for the refund of tax bor-
ne prior to the start of the operations constitu-
ting the corporate purpose of the taxpayer.

14.2. Government action in the financial
sphere

The Law contains significant forecasts rela-
ting to various aspects of sectoral government
action, most notably in the financial field.

First, in the monetary realm, Law 46/1998 of
17 December 1998 on the introduction of the
euro is amended in order to shorten the period
for the exchange of peseta-denominated notes
and coins for notes and coins in euro. The date
from which peseta-denominated notes and
coins will cease to be legal tender (retaining
only exchange value) is brought froward from
30 June to 28 February 2002. Exchange will be
possible from 1 January to 30 June 2002 at cre-
dit institutions and at the Banco de Espafia, in
accordance with the conversion rate (166.386
pesetas per euro) and applying, where neces-
sary, the rounding rules stipulated in Law
46/1998. As from 1 July 2002, exchange will be
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carried out exclusively by the Banco de Espa-
fia. The distribution of limited amounts of mo-
ney in euro will be permitted before the year
2002 so as to smooth the transition to the new
currency.

Second, Law 24/1988 of 24 July 1998 on the
Securities Market is amended to lift the require-
ment that Stock Exchange members should
participate as shareholders in the Management
Company of said Exchange, thereby making it
easier for other entities or individuals to gain
member status, and thus heightening competi-
tion. This measure will, inter alia, allow the
stock-market listing of the shares of these Ma-
nagement Companies of the various securities
markets. It will also ease the way for Spanish
stock markets to enter into European or global
alliances.

Turning to insurance, Law 30/1995 of 8 No-
vember 1995 on the Regulation and Supervi-
sion of Private Insurance is amended, establis-
hing new procedures for complaints to the Di-
rectorate General of Insurance. Such com-

plaints shall be formulated first before the Om-
budsman of the insurance company or, in the
absence of such a figure, the service or depart-
ment responsible for resolving complaints by in-
surance policy-holders, beneficiaries, injured
third parties or the right-holding representatives
of any of these parties.

14.3. Government action in other sectoral
spheres

Notable among organisational amendments
is the transformation of the state-owned postal
services enterprise Correos y Telégrafos into a
state-owned public limited company. The aim is
to modernise the public postal service, so as to
address, among other challenges, the process
of liberalisation initiated by the European Union
in 1997. The postal operator is thus endowed
with the appropriate structure and legal frame-
work to allow it to operate with sufficient flexibi-
lity in a progressively more liberalised market.

11.1.2001.
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