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Protocol on the Statute of the European System of Central Banks and of the ECB

PROTOCOL
ON THE STATUTE OF THE EUROPEAN
SYSTEM OF CENTRAL BANKS AND OF THE
EUROPEAN CENTRAL BANK

THE HIGH CONTRACTING PARTIES,

DESIRING to lay down the Statute of the European System of Central Banks
and of the European Central Bank provided for in the second paragraph of
Article 129 of the Treaty on the Functioning of the European Union,

HAV E AGREED upon the following provisions, which shall be annexed to the
Treaty on European Union and to the Treaty on the Functioning of the
European Union:

CHAPTER |
THE EUROPEAN SYSTEM OF CENTRAL BANKS

Article 1
The European System of Central Banks
In accordance with Article 282(1) of the Treaty on the Functioning of the
European Union, the European Central Bank (ECB) and the national central
banks shall congtitute the European System of Central Banks (ESCB). The
ECB and the national central banks of those Member States whose currency is
the euro shall constitute the Eurosystem.

The ESCB and the ECB shall perform their tasks and carry on their activities
in accordance with the provisions of the Treaties and of this Statute.
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CHAPTER 11
OBJECTIVESAND TASKSOF THE ESCB

Article 2
Objectives

In accordance with Article 127(1) and Article 282(2) of the Treaty on the
Functioning of the European Union, the primary objective of the ESCB shall
be to maintain price stability. Without prejudice to the objective of price
stahility, it shall support the general economic policiesinthe Unionwith aview
to contributing to the achievement of the objectives of the Union aslaid down
in Article 3 of the Treaty on European Union. The ESCB shall act in
accordance with the principle of an open market economy with free
competition, favouring an efficient allocation of resources, and in compliance
with the principles set out in Article 119 of the Treaty on the Functioning of the
European Union.

Article 3
Tasks

3.1. Inaccordancewith Article 127(2) of the Treaty on the Functioning of the
European Union, the basic tasks to be carried out through the ESCB shall
be:

— to define and implement the monetary policy of the Union;

— to conduct forei gn-exchange operati ons consistent with the provisions
of Article 219 of that Treaty;

— to hold and manage the official foreign reserves of the Member States;

— to promote the smooth operation of payment systems.

3.2. Inaccordancewith Article 127(3) of the Treaty on the Functioning of the
European Union, thethird indent of Article 3.1 shall bewithout prejudice
to the holding and management by the governments of Member States of
foreign-exchange working balances.

3.3. Inaccordancewith Article 127(5) of the Treaty on the Functioning of the
European Union, the ESCB shall contribute to the smooth conduct of
policies pursued by the competent authorities relating to the prudential
supervision of credit institutions and the stability of the financial system.
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Protocol on the Statute of the European System of Central Banks and of the ECB

Article4
Advisory functions

In accordance with Article 127(4) of the Treaty on the Functioning of the
European Union:
(a) the ECB shall be consulted:

— on any proposed Union act in itsfields of competence;

— by national authorities regarding any draft legislative provision in its
fields of competence, but within the limits and under the conditions
set out by the Council in accordance with the procedure laid down in
Article 41;

(b) the ECB may submit opinionsto the Union institutions, bodies, offices or

51.

52

53.

54.

6.1.

6.2.

agencies or to national authorities on mattersin its fields of competence.

Article5
Collection of statistical information

In order to undertake the tasks of the ESCB, the ECB, assisted by the
national central banks, shall collect the necessary statistical information
either from the competent national authorities or directly from economic
agents. For these purposesit shall cooperate with the Union ingtitutions,
bodies, offices or agencies and with the competent authorities of the
Member States or third countries and with international organisations.
Thenational central banks shall carry out, to the extent possible, thetasks
described in Article 5.1.

The ECB shall contribute to the harmonisation, where necessary, of the
rules and practices governing the collection, compilation and distribution
of statisticsin the areas within its fields of competence.

The Council, in accordance with the procedure laid down in Article 41,
shall define the natural and legal persons subject to reporting
requirements, the confidentiality regime and the appropriate provisions
for enforcement.

Article 6
I nternational cooperation

In the field of international cooperation involving the tasks entrusted to
the ESCB, the ECB shall decide how the ESCB shall be represented.
The ECB and, subject to its approval, the national central banks may
participate in inter-national monetary institutions.

— 8 —

oY L ALGTRE K R B Y LTI NR D

%44 B
mATEG S 127(4)iE R %
(@) Tt ¥ L ALIT R T A
B R RN T
—2¢F Wﬁ}‘ﬂ»‘}ﬂ"%ﬁ oY A 44 *E—»/z‘ i ¥k e
B2 %o LB w ”IE’PE_E‘”i ¢ ROl E 4L
T3 T#%}lﬁ FREF AL
(@%Wﬁiﬁﬁ%fﬁ%ﬁﬂwim,@@”%&%ﬁ
Hee PR fR MY Bl L -

BS54 HIEAARZIRE

5.1 S FRMY LAAFEN A T Y A FSd &
FER? £ o b FFRAFHIMAE R
ré’w/t' '%ﬁ%%'»$7 fu;‘l‘?"% o j;xi; B oers @\,’lt’
iﬁi—r)@ﬁ@;,umgﬁﬁs}# B~ Pl ~ 42 ¢ LRSS

B2 3 48R 2 REERE T

52 & ¢ F BY &R B ot d & A E 6| % 5.1 A7)
2L EFE o
5.3 Y LN RE S RRE H AR RN LT

FRL R R R RS T 3

54 wEBEIE - ¢ ik AGE Gl % 41 i 9riT2 A2 5 0 PP E
ﬁﬂﬂﬁﬁigﬁ4§mk‘%%%$ﬁﬁéiﬁf
b e

F 6 BRERAHE

6.1 R'ZELiTHE g Y L4 9T T2 B EITE
3B ood g L aAFATH R FZ AN

62 T LBUTE ApAL ¢ [ RY 4R 7R R
g -



Protocol on the Statute of the European System of Central Banks and of the ECB

6.3. Articles6.1and 6.2 shall bewithout prejudiceto Article 138 of the Treaty
on the Func-tioning of the European Union.

CHAPTER II1
ORGANISATION OF THE ESCB

Article 7
Independence

In accordance with Article 130 of the Treaty on the Functioning of the
European Union, when exercising the powers and carrying out the tasks and
duties conferred upon them by the Treaties and this Statute, neither the ECB,
nor a national central bank, nor any member of their decision-making bodies
shall seek or take instructions from Union institutions, bodies, offices or
agencies, from any government of aMember State or from any other body. The
Union institutions, bodies, offices or agencies and the governments of the
Member States undertake to respect this principle and not to seek to influence
the members of the decision-making bodies of the ECB or of the national
central banks in the performance of their tasks.

Article 8
General principle

The ESCB shall be governed by the decision-making bodies of the ECB.

Article9
The European Central Bank

9.1. The ECB which, in accordance with Article 282(3) of the Treaty on the
Functioning of the European Union, shall have legal personality, shall
enjoy in each of the Member States the most extensive legal capacity
accorded to legal persons under its law; it may, in particular, acquire or
dispose of movable and immovable property and may be a party to legd
proceedings.

9.2. The ECB shal ensure that the tasks conferred upon the ESCB under
Article 127(2), (3) and (5) of the Treaty on the Functioning of the
European Union are implemented either by its own activities pursuant to
this Statute or through the national central banks pursuant to Articles 12.1
and 14.

oY L ALGTRE K R B Y LTI NR D

6.3 *iEGIF6LEE % 621FRT 0 TP AIEHS 138
I'+J_E_,L°

F3F BRATRETHAZEE

B T4 Bk

EAEYY 130 AT BT L ALT S E- TR L8
FoaHARE Rz T- 3F ARFRMNBPIENEAIEY
2OAGEGIOTRRA 2 EAE B E o 07 B EF RS R
FOEEE CHEe P F B fF AR ER
Pz gy o WATHEWECEE T A ¢ Rt L E
TR-RL P2 ELRBEDEN Y LRGSR ET R L8
(72 AW H o F A BRGE

% 84k @A
e .P'—{f‘lrr /, }@ e .P'_{f‘lrr/i_ﬁ\_éf =2 ? o

%9 BN P REAT

91 &AFEHF 282Q)FEHR T wmH P LAAFEFE AT
o 2 €L RBPMET T LGRZEMRS 2 AKR
22 R EREA RS AE AR A 0 1LE T
BEEARBRZFEA

92 ®mHP LRAFRAFAEFENE 127(2) ~ )2 (B)if TR
SR L ALTAY k2 T RAIEGSND L EF R
PLREFRAENY 12102 % 4R THRT



Protocol on the Statute of the European System of Central Banks and of the ECB

9.3.

10.1.

10.2.

In accordance with Article 129(1) of the Treaty on the Functioning of the
European Union, the decision making bodies of the ECB shall be the
Governing Council and the Executive Board.

Article 10
The Governing Council

In accordance with Article 283(1) of the Treaty on the Functioning of the
European Union, the Governing Council shall comprise the members of
the Executive Board of the ECB and the governors of the national central
banks of the Member States whose currency is the euro.

Each member of the Governing Council shall have one vote. Asfrom the

date on which the number of members of the Governing Council exceeds

21, each member of the Executive Board shall have one vote and the

number of governors with a voting right shall be 15. The latter voting

rights shall be assigned and shall rotate as follows:

— as from the date on which the number of governors exceeds 15, until
it reaches 22, the governors shall be alocated to two groups,
according to aranking of the size of the share of their national central
bank's Member State in the aggregate gross domestic product at
market prices and in the total aggregated balance sheet of the
monetary financial institutions of the Member States whose currency
is the euro. The shares in the aggregate gross domestic product at
market prices and in the total aggregated balance sheet of the
monetary financial ingtitutions shall be assigned weights of 5/6 and
1/6, respectively. Thefirst group shall be composed of five governors
and the second group of the remaining governors. The frequency of
voting rights of the governors allocated to the first group shall not be
lower than the frequency of voting rights of those of the second group.
Subject to the previous sentence, thefirst group shall be assigned four
voting rights and the second group eleven voting rights,

— as from the date on which the number of governors reaches 22, the
governors shall be allocated to three groups according to a ranking
based on the above criteria. The first group shall be composed of five
governors and shall be assigned four voting rights. The second group
shall be composed of half of the total number of governors, with any
fraction rounded up to the nearest integer, and shall be assigned eight
voting rights. The third group shall be composed of the remaining
governors and shall be assigned three voting rights,
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Protocol on the Statute of the European System of Central Banks and of the ECB

— within each group, the governors shall have their voting rights for
equal amounts of time,

— for the calculation of the shares in the aggregate gross domestic
product at market prices Article 29.2 shall apply. The total aggregated
bal ance sheet of the monetary financial institutions shall be calculated
in accordance with the statistical framework applying in the Union at
the time of the calculation,

— whenever the aggregate gross domestic product at market prices is
adjusted in accordance with Article 29.3, or whenever the number of
governors increases, the size and/or composition of the groups shall
be adjusted in accordance with the above principles,

— the Governing Council, acting by a two-thirds mgjority of al its
members, with and without a voting right, shall take all measures
necessary for the implementation of the above principles and may
decide to postpone the start of the rotation system until the date on
which the number of governors exceeds 18.

Theright to vote shall be exercised in person. By way of derogation from

thisrule, the Rules of Procedure referred toin Article 12.3 may lay down

that members of the Governing Council may cast their vote by means of
teleconferencing. These rules shall aso provide that a member of the

Governing Council who is prevented from attending meetings of the

Governing Council for a prolonged period may appoint an alternate as a

member of the Governing Council.

The provisions of the previous paragraphs are without prejudice to the

voting rights of all members of the Governing Council, with and without

avoting right, under Articles 10.3, 40.2 and 40.3.

Save as otherwise provided for in this Statute, the Governing Council

shall act by a simple mgjority of the members having a voting right. In

the event of atie, the President shall have the casting vote.

In order for the Governing Council to vote, there shall be a quorum of

two-thirds of the members having avoting right. If the quorum isnot met,

the President may convene an extraordinary meeting at which decisions
may be taken without regard to the quorum.

oY L ALGTRE K R B Y LTI NR D

—rlep P AR AR G R (TRIFR
—FENPEERFE RPN L ARET ) B AiE
PI% 202 AT R PR ARBELAT AL
F0F 0 YRR PRI RONBE SR
—F @M PRI E RPN AR EACR RN
203 MER TN > A ¢ L AVFHR A B H 4 0 £
B2 RBCE e teT B RS
—ERA] f T SR ERERHE R
EERAF €283 AF (AHEATEG A L)
NI ES heF A L I ET RN SR SR 1S
A2 18 A 14 3 o
AL AR o RiRAENS 123 T2 25
Rl AR AREF 25 F @AM E RS S
PE TR RRTELEDPEZ IR FLL] § R
:,\.E ""*F FH N L o
2RI APEERLF 975 *F (7345{@—%—4
) R AIEH® 103 1F ~ % 402 1% % % 40.3 0%
ﬁxiéﬁ
R ED| Y G R I FIRAF fHME S g0k
ZHA R m? ARFRR AT o
FIREF FREF G 232 R R 2 R
TAHF o T ARERPEL RN g R H AR

LY SRR

—\«» e
‘-\Fn

N



Protocol on the Statute of the European System of Central Banks and of the ECB

10.3.

10.4.

10.5.

11.1.

11.2.

11.3.

For any decisions to be taken under Articles 28, 29, 30, 32 and 33, the
votes in the Governing Council shall be weighted according to the
national central banks' shares in the subscribed capital of the ECB. The
weights of the votes of the members of the Executive Board shall be zero.
A decision requiring aqualified majority shall be adopted if the votes cast
infavour represent at |east two thirds of the subscribed capital of the ECB
and represent at least half of the shareholders. If a Governor is unable to
be present, he may nominate an alternate to cast his weighted vote.

The proceedings of the meetings shall be confidential. The Governing
Council may decide to make the outcome of its deliberations public.
The Governing Council shall meet at least 10 times a year.

Article 11
The Executive Board

In accordance with the first subparagraph of Article 283(2) of the Treaty
on the Func-tioning of the European Union, the Executive Board shall
comprise the President, the Vice-President and four other members.

The members shall perform their duties on afull-time basis. No member
shall engage in any occupation, whether gainful or not, unless exemption
is exceptionally granted by the Governing Council.

In accordance with the second subparagraph of Article 283(2) of the
Treaty on the Functioning of the European Union, the President, the Vice-
President and the other members of the Executive Board shall be
appointed by the European Council, acting by a qualified majority, from
among persons of recognised standing and professional experience in
monetary or banking matters, on a recommendation from the Council
after it has consulted the European Parliament and the Governing
Council.

Their term of office shall be eight years and shall not be renewable.
Only nationals of Member States may be members of the Executive
Board.

The terms and conditions of employment of the members of the
Executive Board, in particular their salaries, pensions and other social
security benefits shall be the subject of contracts with the ECB and shall
be fixed by the Governing Council on a proposal from a Committee
comprising three members appointed by the Governing Council and three
members appointed by the Council. The members of the Executive Board
shall not have the right to vote on matters referred to in this paragraph.

10.3

104

10.5

oY L ALGTRE K R B Y LTI NR D

RATEGIF 280 - % 2905 - % 300F ~ & 320E 2

WEM AL L AT FIRAF § AT 2 A @
37§ FOBY k8T AR Y L REFARLT A 5
"“v%%o*iﬁiﬂ’iérxﬁ’% Fo-tER S F o HARRY
Rk Y L ARFATRET A3 P A 12

iﬂ FF R R L RY A RERFEZ IR

PE E";fp TRILAPRE -

$HRMALS TR FRAF ¢ FATHNF £k
A B

FRLF ¢FERT OB E 10 o

“}

FU & BTEFEE

111

11.2

11.3

AN F 2832 F LA RFLE £ g d
ERERP BRI EB 4 f B o
fﬂf—?ﬁ:@é#ﬁf@i%‘i%m#%ﬁ AEPERLF ¢ 8
S g R 3] 3 WICE T} PSR R
2 B W B e

& N IE X ]% 283(2)1/'3—' b2 MY L AFYE e
J?ni\.i*{‘f—r i§ﬁihﬁ\~§7}f& %H"‘ f”AF‘f\‘ 4}’
SRR NS w’ﬂ@m%&ﬂié”%%ﬂi
€£gﬂi§€wﬁ% GRHLR F RS kR
LS Em2 o

HEFRL ¢ THh8E > H%r Fapiz o
REZFEFFL R 6L RIFA -
REDF¢IF 2 @3h i FufFF 9ksgz 2
WAL & 2481 @“ﬁﬁ@Wﬁiﬁ“7+ﬂé«ﬂ
20 X fed BILA § g WL 3 | g
FREEHE AL 3 A f ndl 4 F § e RERAT
2 o R FRE X AT HEAE LA



Protocol on the Statute of the European System of Central Banks and of the ECB

11.4. If a member of the Executive Board no longer fulfils the conditions
required for the performance of his duties or if he has been guilty of
serious misconduct, the Court of Justice may, on application by the
Governing Council or the Executive Board, compulsorily retire him.

11.5. Each member of the Executive Board present in person shall have the
right to vote and shall have, for that purpose, one vote. Save as otherwise
provided, the Executive Board shall act by a simple majority of the votes
cast. In the event of atie, the President shall have the casting vote. The
voting arrangements shall be specified in the Rules of Procedure referred
toin Article 12.3.

11.6. The Executive Board shall be responsible for the current business of the
ECB.

11.7. Any vacancy on the Executive Board shall be filled by the appointment
of anew member in accordance with Article 11.2.

Article 12
Responsibilities of the decision-making bodies

12.1. The Governing Council shall adopt the guidelines and take the decisions
necessary to ensure the performance of the tasks entrusted to the ESCB
under these Treaties and this Statute. The Governing Council shall
formulate the monetary policy of the Union including, as appropriate,
decisions relating to intermediate monetary objectives, key interest rates
and the supply of reservesin the ESCB, and shall establish the necessary
guidelines for their implementation.

The Executive Board shall implement monetary policy in accordance
with the guidelines and decisions laid down by the Governing Council.
In doing so the Executive Board shall give the necessary instructions to
national central banks. In addition the Executive Board may have certain
powers del egated to it where the Governing Council so decides.

To the extent deemed possible and appropriate and without prejudice to
the provisions of this Article, the ECB shall have recourse to the national
central banks to carry out operations which form part of the tasks of the
ESCB.

12.2. The Executive Board shall have responsibility for the preparation of
meetings of the Governing Council.

12.3. The Governing Council shall adopt Rules of Procedure which determine
the internal organisation of the ECB and its decision-making bodies.

12.4. The Governing Council shall exercise the advisory functions referred to
inArticle 4.

12.5. The Governing Council shall take the decisionsreferred to in Article 6.
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13.1.

13.2.

14.1.

14.2.

14.3.

14.4.

Article 13
The President

The President or, in his absence, the Vice-President shall chair the
Governing Council and the Executive Board of the ECB.

Without prejudice to Article 38, the President or his nominee shall
represent the ECB externally.

Article 14
National central banks

In accordance with Article 131 of the Treaty on the Functioning of the
European Union, each Member State shall ensure that its national
legidation, including the statutes of its national centra bank, is
compatible with these Treaties and this Statute.

The statutes of the national central banks shall, in particular, provide that
theterm of office of a Governor of anational central bank shall be no less
than five years.

A Governor may be relieved from office only if he no longer fulfils the
conditions required for the performance of his duties or if he has been
guilty of serious misconduct. A decision to this effect may be referred to
the Court of Justice by the Governor concerned or the Governing Council
on grounds of infringement of these Treaties or of any rule of law relating
to their application. Such proceedings shall be instituted within two
months of the publication of the decision or of its notification to the
plaintiff or, in the absence thereof, of the day on which it came to the
knowledge of the latter, as the case may be.

The national central banks are an integral part of the ESCB and shall act
in accordance with the guidelines and instructions of the ECB. The
Governing Council shall take the necessary steps to ensure compliance
with the guidelines and instructions of the ECB, and shall require that any
necessary information be given to it.

National central banks may perform functions other than those specified
in this Statute unless the Governing Council finds, by a majority of two
thirds of the votes cast, that these interfere with the objectives and tasks
of the ESCB. Such functions shall be performed on the responsibility and
liability of national central banks and shall not be regarded as being part
of the functions of the ESCB.

oY L ALGTRE K R B Y LTI NR D

%1346 4%
Bl@Nﬁiﬁfﬁ%%@ﬁéiﬁﬁﬁ@iﬁéﬂﬁrg
T2 AR RARAE D BAREEZAR -

132 % ﬂﬁf‘sﬁﬁaﬂ\ll—rlﬂ ?;é 38 i || LT T > ;}\/I'\:’ i.fl""l?;&*\lg\
—,—‘;fp T2 AEE N A E Y L E

%144 <SRBT REAT
141 2iEN% 131 iE48 % 2 ¢ F RRmixd AR
(¢ 87 R 8T2) PLRWHE FE AFHE
CRERE R
M2é€fﬁéiﬁﬁé@%W%L,ﬁiﬁ”mﬁigw
FEEREE
éé?@]‘—* J#ﬁf—?%ﬁ?iﬁf?«“%-‘l.ﬁ‘_?ﬁbffg’—?ﬂ,r{—gj
% N F T A ﬁgjaﬂ CPE o 4 E S rAfRIE o
2§ F R L AFRS R @Nﬂiﬁmgﬁiﬁé’w

Zﬁ;ﬁ:&l/tﬁﬁguﬁ.ﬁ?gn* "]‘j\" ] ﬂrﬁgiﬂ"

Hf; b o FiE N J»JI’D}%@IELD A Fuﬁiﬁ’)@ﬂ i \ziqﬁ x
TP oM REAREE T AR AEL pFA (ST
P AR2WBEN 2o

MB*éf@ﬂiﬁﬁéﬁwﬂiﬁm%,imﬁﬂﬁ’@

Y LAEHEF 2B AL L FE o FREAT ¢
ﬁ%biaﬁw’ﬁ%ééﬁwﬂiﬁﬁﬁﬁ%wﬂi
KWEgH 2 Bpdh £ PR RAJELL 2 T o

MA?“?Wi§€ZB”* &%ﬁ’miﬁﬁﬁwﬁi
ST R k2 %;i%rlfi’rijz»ji‘“ R EFRP LA E
AR LAY ARFG T E
2EARGER BB 2 FALG T LT
iﬁm/,,\p%\;*g_o

,\"\



Protocol on the Statute of the European System of Central Banks and of the ECB

Article 15
Reporting commitments

15.1. The ECB shall draw up and publish reports on the activities of the ESCB
at least quarterly.

15.2. A consolidated financia statement of the ESCB shall be published each
week.

15.3. In accordance with Article 284(3) of the Treaty on the Functioning of the
European Union, the ECB shall address an annual report on the activities
of the ESCB and on the monetary policy of both the previous and the
current year to the European Parliament, the Council and the
Commission, and also to the European Council.

15.4. The reports and statements referred to in this Article shall be made
available to interested parties free of charge.

Article 16
Banknotes

In accordance with Article 128(1) of the Treaty on the Functioning of the
European Union, the Governing Council shall have the exclusive right to
authorise the issue of euro banknotes within the Union. The ECB and the
national central banks may issue such notes. The banknotesissued by the ECB
and the national central banks shall be the only such notesto have the status of
legal tender within the Union.

The ECB shall respect as far as possible existing practices regarding the issue
and design of bank-notes.

CHAPTER IV
MONETARY FUNCTIONS AND OPERATIONSOF THE ESCB

Article 17
Accountswith the ECB and the national central banks

In order to conduct their operations, the ECB and the national central banks
may open accounts for credit institutions, public entities and other market
participants and accept assets, including book entry securities, as collateral.
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Article 18
Open market and credit operations

18.1. In order to achieve the objectives of the ESCB and to carry out its tasks,
the ECB and the national central banks may:

— operate in the financia markets by buying and selling outright (spot
and forward) or under repurchase agreement and by lending or
borrowing claims and marketable instruments, whether in euro or
other currencies, as well as precious metals;

— conduct credit operations with credit institutions and other market
participants, with lending being based on adequate collateral.

18.2. The ECB shall establish general principles for open market and credit
operations carried out by itself or the national central banks, including for
the announcement of conditions under which they stand ready to enter
into such transactions.

Article 19
Minimum reserves

19.1. Subject to Article 2, the ECB may require credit institutions established
in Member States to hold minimum reserve on accounts with the ECB
and national central banks in pursuance of monetary policy objectives.
Regulations concerning the cal cul ation and determination of therequired
minimum reserves may be established by the Governing Council. In
cases of noncompliance the ECB shall be entitled to levy penalty interest
and to impose other sanctions with comparable effect.

19.2. For the application of this Article, the Council shall, in accordance with
the procedure laid down in Article 41, define the basis for minimum
reserves and the maximum permissible ratios between those reserves and
their basis, as well as the appropriate sanctions in cases of non-
compliance.

Article 20
Other instruments of monetary control

The Governing Council may, by a majority of two thirds of the votes cast,
decide upon the use of such other operational methods of monetary control as
it seesfit, respecting Article 2.

The Council shall, in accordance with the procedure laid down in Article 41,
define the scope of such methods if they impose obligations on third parties.
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Article 21
Operationswith public entities

21.1. In accordance with Article 123 of the Treaty on the Functioning of the
European Union, overdrafts or any other type of credit facility with the
ECB or with the national central banks in favour of Union institutions,
bodies, offices or agencies, central governments, regional, local or other
public authorities, other bodies governed by public law, or public
undertakings of Member States shall be prohibited, as shall the purchase
directly from them by the ECB or national central banks of debt
instruments.

21.2. The ECB and nationa central banks may act as fiscal agents for the
entitiesreferred to in Article 21.1.

21.3. The provisions of this Article shall not apply to publicly owned credit
ingtitutions which, in the context of the supply of reserves by central
banks, shall be given the sametreatment by national central banks and the
ECB as private credit institutions.

Article 22
Clearing and payment systems

The ECB and national central banks may provide facilities, and the ECB may
make regulations, to ensure efficient and sound clearing and payment systems
within the Union and with other countries.

Article 23
Exter nal operations

The ECB and national central banks may:

— establish relations with central banks and financia institutions in other
countries and, where appropriate, with international organisations;

— acquire and sell spot and forward all types of foreign exchange assets and
precious metals; the term "foreign exchange asset”" shall include securities
and all other assetsin the currency of any country or units of account andin
whatever form held;

— hold and manage the assets referred to in this Article;

— conduct all types of banking transactions in relations with third countries
and international organisations, including borrowing and lending
operations.
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Article 24
Other operations

In addition to operations arising from their tasks, the ECB and national central
banks may enter into operations for their administrative purposes or for their
staff.

CHAPTER YV
PRUDENTIAL SUPERVISION

Article 25
Prudential supervision

25.1. The ECB may offer advice to and be consulted by the Council, the
Commission and the competent authorities of the Member States on the
scope and implementation of Union legisation relating to the prudential
supervision of credit institutions and to the stability of the financial
system.

25.2. In accordance with any regulation of the Council under Article 127(6) of
the Treaty on the Functioning of the European Union, the ECB may
perform specific tasks concerning policies relating to the prudential
supervision of credit institutions and other financial institutions with the
exception of insurance undertakings.

CHAPTER VI
FINANCIAL PROVISIONS OF THE ESCB

Article 26
Financial accounts

26.1. The financial year of the ECB and national central banks shall begin on
the first day of January and end on the last day of December.

26.2. The annual accounts of the ECB shall be drawn up by the Executive
Board, in accordance with the principles established by the Governing
Council. The accounts shall be approved by the Governing Council and
shall thereafter be published.

26.3. For analytical and operational purposes, the Executive Board shall draw
up aconsolidated balance sheet of the ESCB, comprising those assets and
liahilities of the national central banks that fall within the ESCB.

26.4. For the application of this Article, the Governing Council shall establish
the necessary rules for standardising the accounting and reporting of
operations undertaken by the national central banks.
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Article 27
Auditing

27.1. The accounts of the ECB and national central banks shall be audited by
independent external auditors recommended by the Governing Council
and approved by the Council. The auditors shal have full power to
examine al books and accounts of the ECB and national central banks
and obtain full information about their transactions.

27.2. The provisions of Article 287 of the Treaty on the Functioning of the
European Union shall only apply to an examination of the operational
efficiency of the management of the ECB.

Article 28
Capital of the ECB

28.1. The capital of the ECB shall be euro 5 000 million. The capital may be
increased by such amounts as may be decided by the Governing Council
acting by the qualified mgjority provided for in Article 10.3, within the
limits and under the conditions set by the Council under the procedure
laid downin Article 41.

28.2. The national central banks shall be the sole subscribers to and holders of
the capital of the ECB. The subscription of capital shall be according to
the key established in accordance with Article 29.

28.3. The Governing Council, acting by the qualified majority provided for in
Article 10.3, shall determine the extent to which and the form in which
the capital shall be paid up.

28.4. Subject to Article 28.5, the shares of the national central banks in the
subscribed capital of the ECB may not be transferred, pledged or
attached.

28.5. If the key referred to in Article 29 is adjusted, the national central banks
shall transfer among themselves capital shares to the extent necessary to
ensure that the distribution of capital shares corresponds to the adjusted
key. The Governing Council shall determine the terms and conditions of
such transfers.

Article 29
Key for capital subscription

29.1. The key for subscription of the ECB's capital, fixed for the first time in
1998 when the ESCB was established, shall be determined by assigning
to each national central bank aweighting in this key equal to the sum of:
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— 50 % of the share of its respective Member State in the population of
the Union in the penultimate year preceding the establishment of the
ESCB;

— 50 % of the share of itsrespective Member State in the gross domestic
product at market prices of the Union asrecorded inthelast fiveyears
preceding the penultimate year before the establishment of the ESCB.
The percentages shall be rounded up or down to the nearest multiple
of 0,0001 percentage points.

29.2. The statistical datato be used for the application of this Article shall be
provided by the Commission in accordance with the rules adopted by the
Council under the procedure provided for in Article 41.

29.3. The weightings assigned to the national central banks shall be adjusted
every five years after the establishment of the ESCB by analogy with the
provisions laid down in Article 29.1. The adjusted key shall apply with
effect from the first day of the following year.

29.4. The Governing Council shall take all other measures necessary for the
application of this Article.

Article 30
Transfer of foreign reserve assetsto the ECB

30.1. Without prejudice to Article 28, the ECB shall be provided by the
national central banks with foreign reserve assets, other than Member
States' currencies, euro, IMF reserve positions and SDRs, up to an
amount equivalent to euro 50 000 million. The Governing Council shall
decide upon the proportion to be called up by the ECB following its
establishment and the amounts called up at later dates. The ECB shall
have the full right to hold and manage the foreign reserves that are
transferred to it and to use them for the purposes set out in this Statute.

30.2. The contributions of each nationa centra bank shall be fixed in
proportion to its share in the subscribed capital of the ECB.

30.3. Each national central bank shall be credited by the ECB with a claim
equivalent to its contribution. The Governing Council shall determinethe
denomination and remuneration of such claims.

30.4. Further calls of foreign reserve assets beyond the limit set in Article 30.1
may be effected by the ECB, in accordance with Article 30.2, within the
limits and under the conditions set by the Council in accordance with the
procedure laid down in Article 41.
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30.5. The ECB may hold and manage IMF reserve positions and SDRs and
provide for the pooling of such assets.

30.6. The Governing Council shall take all other measures necessary for the
application of this Article.

Article 31
Foreign reserve assets held by national central banks

31.1. The national central banks shall be allowed to perform transactions in
fulfilment of their obligations towards international organisations in
accordance with Article 23.

31.2. All other operationsin foreign reserve assets remaining with the national
central banks after the transfers referred to in Article 30, and Member
States' transactions with their foreign exchange working balances shall,
above a certain limit to be established within the framework of Article
31.3, be subject to approva by the ECB in order to ensure consistency
with the exchange rate and monetary policies of the Union.

31.3. The Governing Council shall issue guidelines with aview to facilitating
such operations.

Article 32
Allocation of monetary income of national central banks

32.1. Theincome accruing to the national central banks in the performance of
the ESCB's monetary policy function (hereinafter referred to as "
monetary income") shall be allocated at the end of each financia year in
accordance with the provisions of this Article.

32.2. The amount of each national central bank's monetary income shall be
equal to its annual income derived from its assets held against notes in
circulation and deposit liabilities to credit institutions. These assets shall
be earmarked by national central banks in accordance with guidelines to
be established by the Governing Council.

32.3. If, after the introduction of the euro, the balance sheet structures of the
national central banks do not, in the judgment of the Governing Council,
permit the application of Article 32.2, the Governing Council, acting by
aqualified majority, may decide that, by way of derogation from Article
32.2, monetary income shall be measured according to an alternative
method for a period of not more than five years.

oY L ALGTRE K R B Y LTI NR D

305 Fo ¢ A AUTIERG 2 FLEE TR AL B E I
FUREE TRTRELETA -
306 S AERL > FILLF F /BT LR LH W o

$£314 SRBRAFRESAHAINERE

311 ¢F WY £ FEFRIFRE W FRAEDS 23 i
AR E B2 £T% o

312 ¢ F R® L4453 Aixt) % 30 0545
Az HuWE s ¢ F RHE MY
2.2 % 0 NARE A E B S 313 iE #
REFMNY L8FE UREDEW
IO 2 - R

L3 I H B AL 27 FIA ¢ EF L

@
ﬁ

$324% ®EBRVYRBAEEAFINE

321 ¢FRY LAEHFHMNY LM LR f"*gzﬁk%wg
A4 2 it er® (T RA TR RerE ) ) o Bt E -
§ERBAIFRAGERTS AT o

322 LEFRY ARFLPHRTE BERRE I HE L0
iiﬁ";%ﬁg’%—l@—ﬁﬁ FasFy LT ANAL 2 41»](
»o WRF AR IR L AFREELT ¢
Bpldh 22 -

023 3l A AR EIREF f 2 B8 ¢ F HY L&
FLFALGLARBERZET AENT 322 ERT

o HIMAF fAiER S Hobtl > @A E Y RS

2

EA L H e B GNP E R e R



Protocol on the Statute of the European System of Central Banks and of the ECB

32.4. The amount of each nationa centra bank's monetary income shall be
reduced by an amount equivalent to any interest paid by that central bank
on itsdeposit ligbilities to credit institutions in accordance with Article 19.
The Governing Council may decide that national central banks shall be
indemnified against costs incurred in connection with the issue of
banknotes or in exceptional circumstances for specific losses arising
from monetary policy operations undertaken for the ESCB.
Indemnification shall bein aform deemed appropriatein the judgment of
the Governing Council; these amounts may be offset against the national
central banks' monetary income.

32.5. The sum of the national central banks monetary income shall be
alocated to the national central banks in proportion to their paid up
shares in the capital of the ECB, subject to any decision taken by the
Governing Council pursuant to Article 33.2.

32.6. The clearing and settlement of the balances arising from the all ocation of
monetary income shall be carried out by the ECB in accordance with
guidelines established by the Governing Council .

32.7. The Governing Council shall take all other measures necessary for the
application of this Article.

Article 33
Allocation of net profitsand losses of the ECB

33.1. The net profit of the ECB shall be transferred in the following order:

(a) an amount to be determined by the Governing Council, which may not
exceed 20 % of the net profit, shall be transferred to the general reserve
fund subject to alimit equal to 100 % of the capital;

(b) the remaining net profit shall be distributed to the shareholders of the
ECB in proportion to their paid-up shares.

33.2. In the event of aloss incurred by the ECB, the shortfall may be offset
against the genera reserve fund of the ECB and, if necessary, following
adecision by the Governing Council, against the monetary income of the
relevant financial year in proportion and up to the amounts allocated to
the national central banks in accordance with Article 32.5.
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CHAPTER VII
GENERAL PROVISIONS

Article 34
Legal acts

34.1. In accordance with Article 132 of the Treaty on the Functioning of the
European Union, the ECB shall:

— make regulations to the extent necessary to implement the tasks
defined in Article 3.1, first indent, Articles 19.1, 22 or 25.2 and in
caseswhich shall belaid down in the acts of the Council referredtoin
Article 41;

— take decisions necessary for carrying out the tasks entrusted to the
ESCB under these Treaties and this Statute;

— make recommendations and deliver opinions.

34.2. The ECB may decide to publish its decisions, recommendations and
opinions.

34.3. Within the limits and under the conditions adopted by the Council under
the procedurelaid downin Article 41, the ECB shall be entitled to impose
fines or periodic penaty payments on undertakings for failure to comply
with obligations under its regul ations and decisions.

Article 35
Judicial control and related matters

35.1. Theactsor omissionsof the ECB shall be opentoreview or interpretation
by the Court of Justice of the European Union in the cases and under the
conditions laid down in the Treaty on the Functioning of the European
Union. The ECB may institute proceedings in the cases and under the
conditions laid down in the Treaties.

35.2. Disputes between the ECB, on the one hand, and its creditors, debtors or
any other person, on the other, shall be decided by the competent national
courts, save where jurisdiction has been conferred upon the Court of
Justice of the European Union.

35.3. The ECB shall be subject to the liability regime provided for in Article
340 of the Treaty on the Functioning of the European Union. The national
central banks shall be liable according to their respective national laws.

35.4. The Court of Justice of the European Union shall havejurisdictionto give
judgment pursuant to any arbitration clause contained in a contract
concluded by or on behalf of the ECB, whether that contract be governed
by public or private law.
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35.5. A decision of the ECB to bring an action before the Court of Justice of
the European Union shall be taken by the Governing Council.

35.6. The Court of Justice of the European Union shall have jurisdiction in
disputes concerning the fulfilment by a national central bank of
obligations under the Treaties and this Statute. |f the ECB considers that
anational central bank hasfailed to fulfil an obligation under the Treaties
and this Statute, it shall deliver a reasoned opinion on the matter after
giving the national central bank concerned the opportunity to submit its
observations. If the national central bank concerned does not comply
with the opinion within the period laid down by the ECB, the latter may
bring the matter before the Court of Justice of the European Union.

Article 36
Staff

36.1. The Governing Council, on a proposa from the Executive Board, shall
lay down the conditions of employment of the staff of the ECB.

36.2. The Court of Justice of the European Union shall havejurisdictionin any
dispute between the ECB and its servants within the limits and under the
conditions laid down in the conditions of employment.

Article 37 (ex Article 38)
Professional secrecy

37.1. Members of the governing bodies and the staff of the ECB and the
national central banks shall be required, even after their duties have
ceased, not to disclose information of the kind covered by the obligation
of professional secrecy.

37.2. Persons having access to data covered by Union legislation imposing an
obligation of secrecy shall be subject to such legidation.

Article 38 (ex Article 39)
Signatories

The ECB shall be legally committed to third parties by the President or by two
members of the Executive Board or by the signatures of two members of the
staff of the ECB who have been duly authorised by the President to sign on
behalf of the ECB.
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Article 39 (ex Article 40)
Privileges and immunities

The ECB shall enjoy intheterritories of the Member States such privilegesand
immunities as are necessary for the performance of its tasks, under the
conditions laid down in the Protocol on the privileges and immunities of the
European Union.

CHAPTER VIII
AMENDMENT OF THE STATUTE AND COMPLEMENTARY
LEGISLATION

Article 40 (ex Article 41)
Simplified amendment procedure

40.1. In accordance with Article 129(3) of the Treaty on the Functioning of the
European Union, Articles5.1, 5.2, 5.3, 17, 18, 19.1, 22, 23, 24, 26, 32.2,
32.3, 32.4, 32.6, 33.1(a) and 36 of this Statute may be amended by the
European Parliament and the Council, acting in accordance with the
ordinary legidative procedure either on arecommendation from the ECB
and after consulting the Commission, or on a proposal from the
Commission and after consulting the ECB.

40.2. Article 10.2 may be amended by a decision of the European Council,
acting unanimously, either on a recommendation from the European
Central Bank and after consulting the European Parliament and the
Commission, or on a recommendation from the Commission and after
consulting the European Parliament and the European Central Bank.
These amendments shall not enter into force until they are approved by
the Member States in accordance with their respective constitutional
requirements.

40.3. A recommendation made by the ECB under this Article shall require a
unanimous decision by the Governing Council.

Article 41 (ex Article 42)
Complementary legislation

In accordance with Article 129(4) of the Treaty on the Functioning of the
European Union, the Council, either on a proposal from the Commission and
after consulting the European Parliament and the ECB or on arecommendation
from the ECB and after consulting the European Parliament and the
Commission, shall adopt the provisionsreferred to in Articles 4, 5.4, 19.2, 20,
28.1, 29.2, 30.4 and 34.3 of this Statute.
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CHAPTER IX
TRANSITIONAL AND OTHER PROVISIONSFOR THE ESCB

Article 42 (ex Article 43)
General provisions

42.1. A derogation as referred to in Article 139 of the Treaty on the
Functioning of the European Union shall entail that the following
Articles of this Statute shall not confer any rights or impose any
obligations on the Member State concerned: 3, 6, 9.2, 12.1, 14.3, 16, 18,
19, 20, 22, 23, 26.2, 27, 30, 31, 32, 33, 34, and 49.

42.2. The central banks of Member States with a derogation as specified in
Article 139(1) of the Treaty on the Functioning of the European Union
shall retain their powers in the field of monetary policy according to
nationa law.

42.3. In accordance with Article 139 of the Treaty on the Functioning of the
European Union, "Member States' shall be read as "Member States
whose currency is the eura” in the following Articles of this Statute: 3,
11.2 and 19.

42.4. "National central banks" shall beread as"central banks of Member States
whose currency isthe eura” in the following Articles of this Statute: 9.2,
10.2,10.3,12.1, 16, 17, 18, 22, 23, 27, 30, 31, 32, 33.2 and 49.

42.5. "Shareholders" shall be read as "central banks of Member States whose
currency isthe euro” in Articles 10.3 and 33.1.

42.6. "Subscribed capital of the ECB" shall be read as "capital of the ECB
subscribed by the central banks of Member States whose currency isthe
euro” in Articles 10.3 and 30.2.

Article 43 (ex Article 44)
Transitional tasks of the ECB

The ECB shall take over the former tasks of the EMI referred to in Article 141
(2) of the Treaty on the Functioning of the European Union which, because of
the derogations of one or more Member States, still have to be performed after
the introduction of the euro.

The ECB shal give advice in the preparations for the abrogation of the
derogations specified in Article 140 of the Treaty on the Functioning of the
European Union.
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Article 44 (ex Article 45)
The General Council of the ECB

44.1. Without prejudice to Article 129(1) of the Treaty on the Functioning of
the European Union, the General Council shall be constituted as a third
decision-making body of the ECB.

44.2. The General Council shall comprise the President and Vice-President of
the ECB and the Governors of the national central banks. The other
members of the Executive Board may participate, without having the
right to vote, in meetings of the General Council.

44.3. The responsibilities of the General Council arelisted in full in Article 46
of this Statute.

Article 45 (ex Article 46)
Rules of Procedure of the General Council

45.1. The President or, in his absence, the Vice-President of the ECB shall
chair the General Council of the ECB.

45.2. The President of the Council and a Member of the Commission may
participate, without having the right to vote, in meetings of the General
Council.

45.3. The President shall prepare the meetings of the General Council.

45.4. By way of derogation from Article 12.3, the General Council shall adopt
its Rules of Procedure.

45.5. The Secretariat of the General Council shall be provided by the ECB.

Article 46 (ex Article 47)
Responsibilities of the General Council

46.1. The Genera Council shall:
— perform the tasks referred to in Article 43;
— contribute to the advisory functionsreferred to in Articles 4 and 25.1.
46.2. The General Council shall contribute to:
— the collection of statistical information asreferred to in Article 5;
— thereporting activities of the ECB asreferred to in Article 15;
— the establishment of the necessary rules for the application of Article
26 asreferred to in Article 26.4;
— the taking of all other measures necessary for the application of
Article 29 asreferred to in Article 29.4;
— the laying down of the conditions of employment of the staff of the
ECB asreferred to in Article 36.
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46.3. The General Council shall contribute to the necessary preparations for
irrevocably fixing the exchange rates of the currencies of Member States
with a derogation against the euro as referred to in Article 140(3) of the
Treaty on the Functioning of the European Union.

46.4. The Genera Council shall be informed by the President of the ECB of
decisions of the Governing Council.

Article 47 (ex Article 48)
Transitional provisionsfor the capital of the ECB

In accordance with Article 29.1, each national central bank shall be assigned a
weighting in the key for subscription of the ECB's capital. By way of
derogation from Article 28.3, central banks of Member States with a
derogation shall not pay up their subscribed capital unlessthe General Council,
acting by amajority representing at least two thirds of the subscribed capital of
the ECB and at |east half of the sharehol ders, decidesthat aminimal percentage
has to be paid up as a contribution to the operational costs of the ECB.

Article 48 (ex Article 49)
Deferred payment of capital, reserves and provisions of the ECB

48.1. The central bank of a Member State whose derogation has been
abrogated shall pay up its subscribed share of the capital of the ECB to
the same extent as the central banks of other Member States whose
currency isthe euro, and shall transfer to the ECB foreign reserve assets
in accordance with Article 30.1. The sum to be transferred shall be
determined by multiplying the euro value at current exchange rates of the
foreign reserve assets which have already been transferred tothe ECB in
accordance with Article 30.1, by the ratio between the number of shares
subscribed by the national central bank concerned and the number of
shares already paid up by the other national central banks.

48.2. In addition to the payment to be made in accordance with Article 48.1,

the central bank concerned shall contribute to the reserves of the ECB, to
those provisions equivalent to reserves, and to the amount still to be
appropriated to the reserves and provisions corresponding to the balance
of the profit and loss account as at 31 December of the year prior to the
abrogation of the derogation.
The sum to be contributed shall be determined by multiplying the amount
of the reserves, as defined above and as stated in the approved balance
sheet of the ECB, by the ratio between the number of shares subscribed
by the central bank concerned and the number of shares aready paid up
by the other central banks.
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48.3. Upon one or more countries becoming Member States and their
respective national central banks becoming part of the ESCB, the
subscribed capital of the ECB and the limit on the amount of foreign
reserve assets that may be transferred to the ECB shall be automatically
increased. Theincrease shall be determined by multiplying the respective
amounts then prevailing by the ratio, within the expanded capita key,
between the weighting of the entering national central banks concerned
and the weighting of the national central banks already members of the
ESCB. Each national central bank's weighting in the capital key shall be
calculated by analogy with Article 29.1 and in compliance with Article
29.2. The reference periods to be used for the statistical data shall be
identical to those applied for the latest quinquennial adjustment of the
weightings under Article 29.3.

Article 49 (ex Article 52)
Exchange of banknotesin the currencies of the Member States

Following the irrevocable fixing of exchange rates in accordance with Article
140 of the Treaty on the Functioning of the European Union, the Governing
Council shall take the necessary measures to ensure that banknotes
denominated in currencies with irrevocably fixed exchange rates are
exchanged by the national central banks at their respective par values.

Article 50 (ex Article 53)
Applicability of thetransitional provisions

If and as long as there are Member States with a derogation, Articles 42 to 47
shall be applicable.
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Bank of England Act 1998

1998 CHAPTER 11

An Act to make provision about the congtitution, regulation, financia
arrangements and functions of the Bank of England, including provision for the
transfer of supervisory functions; to amend the Banking Act 1987 in relation to
the provision and disclosure of information; to make provision relating to
appointmentsto the governing body of adesignated agency under the Financial
Services Act 1986; to amend Schedule 5 to that Act; to make provision relating
to the registration of Government stocks and bonds; to make provision about
the application of section 207 of the Companies Act 1989 to bearer securities;
and for connected purposes. [23rd April 1998]
Be it enacted by the Queen's most Excellent Majesty, by and with the advice
and consent of the Lords Spiritual and Temporal, and Commons, in this present
Parliament assembled, and by the authority of the same, asfollows.—

PART |
CONSTITUTION, REGULATION AND FINANCIAL
ARRANGEMENTS

Constitution and regulation

1 Court of directors
(1) There shall continue to be a court of directors of the Bank.
(2) The court shall consist of the following directors appointed by Her
Majesty—
(a) aGovernor,
(b) a Deputy Governor for financial stability,
(ha) a Deputy Governor for markets and banking,
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(c) aDeputy Governor for monetary policy,
(d) a Deputy Governor for prudential regulation, and
(e) not more than 9 non-executive directors.

(4) Schedule 1 shall have effect with respect to the court.

1A Power to alter member ship of court of directors

(1) The Treasury, after consulting the Governor of the Bank, may by order
amend thelist in section 1 (2) so asto—

(a) alter thetitle of a Deputy Governor;
(b) add a Deputy Governor to the list;
(c) remove a Deputy Governor from the list.

(2) An order under subsection (1)(a) or (¢c) must (by making saving provision or
otherwise) secure that the alteration in the title of a Deputy Governor or the
removal of a Deputy Governor from the list in section 1 (2) does not have
effect in relation to the individual (if any) who holds that office at the time
the order is made.

(3) An order under subsection (1)(b) may also add the Deputy Governor to which
the order relatesto the list in—

(a) section 9B (1) (membership of Financia Policy Committee);
(b) section 13 (2) (membership of Monetary Policy Committee);
(c) section 30A (2) (membership of Prudential Regulation Committee).

(4) An order under subsection (1)(c) may also remove from any of thoseliststhe
Deputy Governor to which the order relates.

(5) Where an order under subsection (1) makes an amendment mentioned in
column 1 of the following table, it may aso make the amendment
mentioned in the corresponding entry in column 2 of the table.
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Addition or removal of Deputy
Governors

Addition of one or more Deputy
Governorsto thelist in section 9B (1)

Corresponding change in membership
of Committee

Equal increase in the number of
members appointed by the Chancellor of

WORL AL

the Exchequer under section 9B (1)(e)

Equal reduction in the number of
members appointed by the Chancellor of
the Exchequer under section 9B (1)(e)

Removal of one or more Deputy
Governors from thelist in section 9B (1)

Equal reduction in the number of
members appointed by the Governor of
the Bank under section 13 (2)(b)

Addition of one or more Deputy
Governorsto the list in section 13 (2)

Equal increase in the number of
members appointed by the Governor of
the Bank under section 13 (2)(b)

Removal of one or more Deputy
Governors from the list in section 13 (2)

Equal increase in the minimum number
of members appointed by the Chancellor
of the Exchequer under section 30A

Addition of one or more Deputy
Governorsto thelist in section 30A (2)

Equal reduction in the minimum number
of members appointed by the Chancellor
of the Exchequer under section 30A
28

Removal of one or more Deputy
Governors from the list in section 30A
2)

(6) The power in subsection (5)—

(a) to make an equal reduction in the number of members appointed under
section 9B (1)(e), 13 (2)(b) or 30A (2)(®), includes power to remove the
power to make those appointments where an equa reduction would
reduce the number of members so appointed to zero,

(b) to make an equa increase in the number of members appointed under
section 9B (1)(e), 13 (2)(b) or 30A (2)(®), includes power to reinstate the
power to make those appointments where it has previously been removed
under paragraph ().

(7) An order under subsection (1) may amend, repeal or revoke any provision
made by or under any Act, including this Act, so as to make consequential
provision.

2 Functions of court of directors
(1) The court of directorsof the Bank shall managethe Bank's affairs, other than
the formulation of monetary policy.
(2) In particular, the court's functions under subsection (1) shall include
(a) determining the Bank's objectives (including objectives for its financial
management) and strategy.
(b) the functions mentioned in section 3A (2) (the "oversight functions”).
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(3) In determining the Bank's objectives and strategy, the court's aim shall beto
ensure the effective discharge of the Bank's functions.

(4) Subject to that, in determining objectives for the financial management of
the Bank, the court's aim shall be to ensure the most efficient use of the
Bank's resources.

(5) Subsections (2) to (4) are subject to—

(a) section 2A (Financial Stability Objective);

(b) section 11 (objectivesin relation to monetary policy);

(c) Part 1A of the Financial Services and Markets Act 2000 (objectives and
strategy of the Prudential Regulation Authority).

2A Financial Stability Objective

(1) An objective of the Bank shall be to protect and enhance the stability of the
financial system of the United Kingdom (the "Financial Stability
Objective").

(2) In pursuing the Financia Stability Objective the Bank shall aim to work
with other relevant bodies (including the Treasury and the Financia
Conduct Authority).

2AA Macro-prudential measures. Article 458 of the capital requirements

regulation

(1) The Bank is responsible for the application of Article 458 of the capital
reguirements regulation so far asit relates to measures which are prescribed
by order under section 9L (macro-prudential measures).

(2) The Treasury are responsible for the application of Article 458 of the capital
regquirements regulation so far as it relates to measures which are not so
prescribed.

(3) The Bank must undertake (in relation to ameasure falling within subsection
(1)) the notification process required by Article 458 of the capital
reguirements regulation ("the Article 458 notification process") in any case
where it is requested to do so by the Financial Policy Committee in
connection with—

(a) a direction that the Committee has given or proposes to give under
section 9H, or

(b) recommendations that the Committee has made or proposes to make
under section 9Q.

(4) The Treasury must undertake (in relation to a measure falling within
subsection (2)) the Article 458 notification process in any case where they
arerequested to do so by the Financial Policy Committeein connection with
recommendations that the Committee has made or proposes to make under
section 9Q.
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(5) Subsections (3) and (4) do not require the Bank or the Treasury to undertake

the Article 458 notification process if —

(a) the Financial Policy Committee revokes the request, or

(b) the Bank considers (in a case within subsection (3)), or the Treasury
consider (in a case within subsection (4)), that the measure is
incompatible with EU law.

(6) Neither the Bank nor the Treasury may undertake the Article 458
notification process except in accordance with subsection (3) or (4).

(7) Where the Bank undertakes the Article 458 notification process, it must
consult the Treasury about the assessment required by Article 458 (2)(f) of
the capital requirements regulation.

(8) Where the Financial Policy Committee requests the Treasury to undertake
the Article 458 notification process, it must include in the request any
information that would in its opinion be relevant to any notification by the
Treasury.

2B Financial Stability Committee

(2) The oversight functions of the court of directors are—
(2) keeping under review the Bank's performance in relation to—

(i) the Bank's objectives (that is, the objectives specified in relation to it
in this Act, the objectives specified in relation to the Prudential
Regulation Authority in Part 1A of the Financia Services and
Markets Act 2000 and the other objectives for the time being
determined by the court of directors of the Bank),

(i) the duty of the Financial Policy Committee under section 9C,

(ili) the Bank's strategy determined under section 2,
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(iv) theBank'sfinancial stability strategy determined under section 9A, and
(v) thestrategy of the Prudential Regulation Authority determined under
section 2E of the Financial Services and Markets Act 2000;

(b) monitoring the extent to which the objectives set by the court of directors
of the Bank in relation to the Bank's financial management have been met;

(c) keeping under review the internal financial controls of the Bank with a
view to securing the proper conduct of its financial affairs;

(d) the functions conferred on the court of directors by the provisions listed
in subsection (4).

(4) The provisions referred to in subsection (2)(d) are—
(a) section 9B (review of procedures followed by Financia Policy
Committee);
(b) section 16 (review of procedures followed by Monetary Policy
Committee);

3C Reviews

(1) In the discharge of any of its oversight functions, the court of directors may
arrange—

(a) for areview to be conducted under this section in relation to any matter
by a person appointed by the court of directors, and

(b) for the person conducting the review to make one or more reports to the
court of directors.

(1) Where they consider that to do so would contribute to the discharge by the
court of directors of any of its oversight functions, the non-executive
directors of the Bank (or amgjority of them) may arrange—

(a) for areview to be conducted under this section in relation to any matter
by a person appointed by those directors, and

(b) for the person conducting the review to make one or more reports to the
court of directors.
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(2) The persons who may be appointed to conduct a review include an officer
or employee of the Bank.
(3) A review under this section is a"performance review" if it—
(a) is arranged in relation to the discharge of any of the court's functions
under section 3A (2)(a) and (b), and
(b) relates to past events.

(5) In the case of a performance review, regard must be had to the desirability
of ensuring that sufficient time has elapsed—
(a) for the review to be effective, and
(b) to avoid the review having a material adverse effect on the exercise by
the Bank of its functions.

3D Publication of reports of performancereviews

(1) The Bank must give the Treasury a copy of any report made to the court of
directors by a person appointed under section 3C to conduct a performance
review (as defined by subsection (3) of that section).

(2) Subject to subsection (3), the Bank must also publish the report.

(3) Subsection (2) does not require the publication of information whose
publication at the time when the report is made would in the opinion of the
court of directors of the Bank be against the public interest.

(4) Where the court of directors decides under subsection (3) that publication of
information at the time when the report is made would be against the public
interest, it must keep under consideration the question of whether
publication of the information would still be against the public interest.

(5) Where the court of directors decides that publication of any information is
no longer against the public interest, the Bank must publish the information.

(6) The Treasury must lay before Parliament a copy of any report or other
information published by the Bank under this section.

3E Recommendationsresulting from review

(1) This section applies where a report made by a person appointed under
section 3C to conduct a review makes recommendations to the Bank as to
steps to be taken by it.

(2) The court of directors must—
(a) monitor the Bank's response to the report, and
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(b) if or to the extent that the Bank accepts the recommendations, monitor the
implementation of the recommendations.

3F Oversight functions: further provisions

(1) The documents to which the court of directors is to have access in the
discharge of its oversight functions include documents considered, or to be
considered, by the Financia Policy Committee, the Monetary Policy
Committee or the Prudential Regulation Committee .

(2) One or two members of the court of directors may attend any meeting of the
Financial Policy Committee, the Monetary Policy Committee or the
Prudential Regulation Committee for the purposes of exercising its
oversight functions, but a person attending by virtue of this subsection may
not speak unlessinvited to do so by the person chairing the meeting.

() But amember of the court of directorswho has any direct or indirect interest
(including any reasonably likely future interest) in any dealing or business
which falls to be considered by the Prudential Regulation Committee may
not, under the powers conferred by this section—

(a) obtain access to any documents relating to the dealing or business, or
(b) attend any proceedings of the Prudential Regulation Committee relating
to any question arising from its consideration of the dealing or business.

(3) Subsection (2) does not affect—

(a) anything done in relation to the Financial Policy Committee, the
Monetary Policy Committee or the Prudential Regulation Committee by
a member of that Committee who is also a member of the court of
directors,

(b) the powers of the Financial Policy Committee under paragraph 13 of
Schedule 2A,

(c) the powers of the Monetary Policy Committee under paragraph 13A of
Schedule 3, or

(d) the powers of the Prudential Regulation Committee under paragraph 15
(2) of Schedule 6A.

4 Annual report by the Bank

(1) As soon as practicable after the end of each of itsfinancia years, the Bank shall
make to the Chancellor of the Exchequer areport on its activitiesin that year.

(2) A report under this section shall, in particular, contain—

(a) a report by the court of directors on the matters which it reviews,
monitors or otherwise considers in the performance of its oversight
functions (as defined by section 3A (2)),

(@ areport by the court of directors on the activities of the Financial Policy
Committee of the Bank, and

(b) acopy of the statements for the year prepared under section 7 (2) and(2A)
and the report of the Bank's auditors on them.

(4) A report under this section shall also contain—
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(a) a statement of the rate or rates at which non-executive directors of the
Bank have been remunerated in the financial year to which the report
relates, and

(b) a statement of the Bank's objectives and strategy, as determined by the
court of directors of the Bank, for thefinancial year in which thereport is
made.

(5) The Bank shall publish every report under this section in such manner asit
thinks appropriate.

(6) The Chancellor of the Exchequer shall lay copies of every report under this
section before Parliament.

(7) The Chancellor may comply with subsection (6) by laying a document
containing a report under this section together with a report by the
Prudential Regulation Authority under paragraph 19 of Schedule 1ZB to the
Financial Services and Markets Act 2000.

5 Custody and use of the seal

(1) The court of directors of the Bank shall have custody of the Bank's seal.

(2) The seal shall only be affixed to an instrument if the affixation has been
authorised by the court or by a sub-committee of the court acting in exercise
of delegated authority.

(3) The affixing of the seal shall be attested by the signature of —

(a) two members of the court,
(b) one member of the court and the secretary to the court, or
(c) two other officers of the Bank authorised by the court for the purpose.

Financial arrangements

6 Cash ratio deposits
Schedule 2 (which makes provision about the maintenance of cash deposits
with theBank by certain financia institutions) shall have effect.

7 Accounts
(1) The Bank shall keep proper accounts and recordsin relation to the accounts.
(2) The Bank shall prepare for each of itsfinancial years a statement of accounts
consisting of —
(a) abalance sheet as at the last day of the year, and
(b) aprofit and loss account.
() The Bank shall also prepare for each of its financia years a statement of
accountsin relation to—
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(a) income received and assets accrued by the Bank by virtue of itsfunctions
asthe Prudential Regulation Authority, and

(b) expenses and liabilitiesincurred by the Bank by virtue of itsfunctions as
the Prudential Regulation Authority.

(3) In preparing accounts under subsection (2), the Bank shall be subject to
reguirements corresponding to the relevant Companies Act requirements,
except insofar as the accounts relate to the Issue Department.

(4)The Bank may disregard a requirement to which it is subject under
subsection (3) to the extent that it considers it necessary to do so having
regard to the Financial Stability Objective.

(4) In preparing a statement under subsection (2A) the Bank must comply with
any directions given by the Treasury asto—

(a) theinformation to be contained in the statement and the manner in which
it isto be presented, and

(b) the methods and principles according to which the statement is to be
prepared.

(5) The Bank shall appoint an auditor or auditorsto audit its accounts, including
any statement under subsection (2) or (2A) .

(54) The auditor's report on a statement under subsection (2A) must state
whether the auditor is satisfied that the Bank has complied with the
requirements of Part 3 of Schedule 1ZB to the Financia Services and
Markets Act 2000 (Prudential Regulation Authority fees and penalties).

(6) As soon as practicable after receiving the report of its auditors on a statement
prepared under subsection (2) or (2A) , the Bank shall send a copy of —

(a) the report, and
(b) the statement,
to the Chancellor of the Exchequer.

(7) The Treasury may by notice in writing to the Bank require it to publish in
such manner as it thinks fit such additional information relating to its
accounts as the Treasury may specify in the notice, including information
which the Bank has excluded under subsection (4) from a statement under
subsection (2).

(8) The Treasury shall consult the Bank before giving anotice under subsection (7).

(84) A direction under subsection (4A) or a notice under subsection (7) may be
revoked by a further direction or notice.

(9) In subsection (3), the reference to the relevant Companies Act requirementsis
to the requirements to which the directors of a company which is a banking
company for the purposes of the Companies Act 2006 are for the time being
subject under that Act (except sections 412 and 413 (directors' benefits)) in
relation to the preparation of accounts under section 394 of that Act.
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7ZA Audit: role of Comptroller and Auditor General

(1) Before appointing an auditor or auditors under section 7 (5), the Bank must
consult the Comptroller and Auditor General ("the Comptroller").

(2) The auditor or auditors appointed by the Bank must consult the Comptroller
on the scope, timing and direction of the audit and on any audit plan (or any
material revisions to an audit plan).

(3) The Comptroller—

(a) has aright of access at any reasonable time to any document relating to
the audit of the Bank's accounts which the Comptroller may reasonably
reguire, and

(b) may require any person holding or accountabl e for any such document to
provide such information and explanation as are reasonably necessary.

(4) Subsection (3) applies only to documentsin the custody or under the control
of the Bank.

(5) An obligation imposed on a person as a result of the exercise of the powers
conferred by subsection (3) is enforceable by injunction or, in Scotland, by
an order for specific performance under section 45 of the Court of Session
Act 1988.

(6) The Comptroller (or a person nominated by the Comptroller) may attend
any proceedings of the Bank's audit committee which are concerned with
the audit of the Bank's accounts.

(7) The "Bank's audit committee” means the committee or sub-committee
within the Bank for the time being having responsihilities relating to the
audit of the Bank's accounts.

7A Accounts of companies wholly owned by the Bank

(1) If the Bank considers it necessary to do so having regard to the Financial
Stahility Objective, the Bank may by direction to a qualifying company
exclude the application to the qualifying company of any of the relevant
Companies Act requirements.

(2) Therelevant Companies Act requirements are the requirementsto which the
directors of the qualifying company would otherwise be subject under the
Companies Act 2006 (except sections 412 and 413 (directors' benefits)) in
relation to the preparation of accounts under section 394 of that Act.

(3)A direction under subsection (1) may relate to one or more specified
accounting periods of the qualifying company, or to a specified accounting
period and all subsequent accounting periods of the qualifying company.

(4)The Bank must consult the Treasury before giving a direction under
subsection (1).
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(5) The Treasury may by notice in writing to the Bank require it to publish in
such manner as it thinks fit such information relating to the accounts of a
qualifying company as the Treasury may specify in the notice.

(6) The information specified in a notice under subsection (5) may include
information which as a result of a direction under subsection (1) was
excluded from accounts prepared in accordance with the Companies Act
2006.

(7) The Treasury must consult the Bank before giving anotice under subsection (5).

(8) A direction under subsection (1) or a notice under subsection (5) may be
revoked by a subsequent direction or notice (as the case may be).

(9) "Qualifying company" means any company which is wholly owned by the
Bank other than—

() .
(b) acompany whichisabridge bank for the purposes of section 12 (3) of the
Banking Act 2009.

(10) For the purposes of subsection (9), acompany iswholly owned by the Bank if —

(a) it isa company of which no person other than the Bank or a nominee of
the Bank is a member, or
(b) itisawholly-owned subsidiary of a company within paragraph (a).

7B Reportson Bank activitiesindemnified by Treasury

(1) This section applies where the Treasury give an indemnity or guarantee to
the Bank in respect of an activity or series of activities undertaken by the
Bank.

(2) The Treasury may direct the Bank to prepare afinancial report in relation to
the activity or series of activitiesto which the indemnity or guarantee relates.

(3) A direction under subsection (2) may include directions as to—
(a) the financial years for which areport isto be prepared,
(b) the information to be contained in the report and the manner in which it

isto be presented, and
(c) the methods and principles according to which any statement of financia
information to be contained in the report is to be prepared.

(4) A direction under subsection (2) may be revoked by a further direction.

(5) The Bank must send any report that it prepares under subsection (2) to the
Treasury.

(6) The Treasury may send the report to the Comptroller and Auditor General
("the Comptroller") for review.

(7) The review is to consider such matters as may be agreed between the
Comptroller and the Treasury.

(8) The Comptroller—
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(a) has a right of access at any reasonable time to any document the
Comptroller may reasonably require for the purposes of the review, and

(b) may require any person holding or accountabl e for any such document to
provide such information and explanation as are reasonably necessary.

(9) Subsection (8) applies only to documentsin the custody or under the control
of —

(a) the Bank;
(b) the auditor or auditors appointed by the Bank under section 7 (5).

(10 An obligation imposed on a person as a result of the exercise of the powers
conferred by subsection (8) is enforceable by injunction or, in Scotland, by
an order for specific performance under section 45 of the Court of Session
Act 1988.

7C Accountsof Bank companiescar ryingon activitiesindemnified by Treasury

(1) This section applies where the Treasury give an indemnity or guaranteeto a
company (“the company") in which the Bank has an interest, in respect of
an activity or series of activities undertaken by the company.

(2) The Treasury may direct the company to send to the Comptroller and
Auditor General ("the Comptroller") accounts prepared by it in accordance
with the Companies Act 2006 and any direction given by the Bank under
section 7A (1).

(3) A direction given under subsection (2)—

(2) may relate to all financial years, or to financial years specified in the
direction;
(b) may be revoked by afurther direction.

(4)Where a direction given under subsection (2) has effect in relation to a
financial year, the company is exempt from the requirements of Part 16 of
the Companies Act 2006 (audit) for that financial year, and its balance sheet
must include a statement to that effect.

(5) The Comptroller must examine any accounts sent to the Comptroller under
this section with a view to satisfying himself or herself that the accounts
have been properly prepared in all material respects in accordance with the
bases of preparation identified in the accounts.

(6) After completing the examination the Comptroller must—

(a) certify the accounts and issue areport,

(b) send the certified accounts and the report to the Treasury, and

(c) if not satisfied that the accounts have been properly prepared in all
material respectsin accordance with the bases of preparation identified in
the accounts, report to the House of Commons.
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(7) The Treasury must lay the copy of the certified accounts and the report
before Parliament.
(8) For the purposes of this section, the Bank has an interest in a company if —
(a) the Bank, or a nominee of the Bank, is a member of the company, or
(b) the company isasubsidiary undertaking of the Bank, within the meaning
of section 1162 of the Companies Act 2006.

7D Examination by Comptroller and Auditor General

(1) The Comptroller and Auditor General ("the Comptroller") may carry out
examinations into—

(a) the economy, efficiency and effectiveness with which the Bank has used
its resources in discharging its functions;

(b) the economy, efficiency and effectiveness with which a Bank company
has used its resources in discharging its functions.

(2)An examination under this section may be limited to such functions
(however described) of the Bank or the Bank company as the Comptroller
considers appropriate.

(3) An examination under this section is not to be concerned with the merits of
the Bank's policy objectives.

(4) An examination under this section is not to be concerned with the merits of —
(a) policy decisionstaken by the Financial Policy Committee, the Monetary

Policy Committee or the Prudential Regulation Committee;

(b) policy decisions taken by a committee or other body within the Bank for
the time being having responsibilities for the supervision of payment
systems, settlement systems, central securities depositories or clearing
houses, so far as the decisions relate to that supervision.

(5) Subject to subsection (6), an examination under this section is not to be
concerned with the merits of policy decisions taken by acommittee or other
body within the Bank for the time being having responsibilities for the
exercise of any of the Bank's resolution functions, so far as the decisions
relate to those functions.

(6) Where the Bank has exercised relevant resolution functions in relation to a
financia institution, subsection (5) does not prevent an examination under
this section being concerned with the merits of policy decisions within that
subsection which are relevant to the Bank's exercise of its resolution
functionsin relation to that institution (whether or not those policy decisions
are also relevant to other financial institutions).

(7)"Relevant resolution functions" are—

(a) any of the stabilisation powers;

(b) any of the Bank's functions (other than its functions as the Prudential
Regulation Authority) under or by virtue of —

(i) Part 2 or 3, or section 233, of the Banking Act 2009,
(ii) Part 6 of the Financial Services (Banking Reform) Act 2013.
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(8) Before carrying out an examination under this section, the Comptroller must
consult the court of directors of the Bank.

(9) The Comptroller may report to the House of Commons the results of any
examination carried out by the Comptroller under this section.

(10) For the purposes of this section—
"Bank company" means—
(a) a company which is a subsidiary undertaking of the Bank, within the

meaning of section 1162 of the Companies Act 2006;
(b) acompany not within paragraph (a) in respect of which adirection under
section 7C (2) has effect;

"resolution functions" means the Bank's functions (other than its functions
asthe Prudential Regulation Authority) under or by virtue of —
(a) Parts 1 to 3, and section 233, of the Banking Act 2009,
(b) Part 6 of the Financia Services (Banking Reform) Act 2013,
(c) the Bank Recovery and Resolution ( No. 2) Order 2014 ( S.1.2014/3348);
"stabilisation powers' has the same meaning as in the Banking Act 2009
(see section 1 (4) of that Act).

(1D Section 6 of the National Audit Act 1983 (Comptroller may carry out
economy, efficiency and effectiveness examinations) does not apply to the
Bank or a Bank company.

7E Memorandum of understanding

(1) The Bank and the Comptroller must prepare and maintain a memorandum
of understanding about examinations under section 7D.

(2) The memorandum must in particular include provision—

(a) as to functions of the Bank in respect of which the Comptroller will not
usually consider it appropriate to carry out an examination;

(b) identifying the committees or other bodiesreferred to in section 7D (4)(b)
and (5);

(c) establishing a procedure for resolving in a timely fashion any dispute
between the Bank and the Comptroller as to whether a matter is (under
section 7D (3) to (6)) a matter with which an examination under section
7D isnot to be concerned;

(d) for the publication of the views of the Bank and the Comptroller as to
whether amatter is such amatter, in cases where a dispute between them
cannot be resolved.
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7F Review by the Treasury

(1) The Treasury may appoint an independent person to conduct areview of the
economy, efficiency and effectiveness with which the Bank has used its
resources in discharging its functions as the Prudential Regulation
Authority.

(2)"Independent" means appearing to the Treasury to be independent of the
Bank.

(3) A review under this section may be limited to such of the Bank's functions
asthe Prudential Regulation Authority (however described) asthe Treasury
may specify in appointing the person to conduct it.

(4) A review under this section is not to be concerned with the merits of the
Bank's genera policy or principles in pursuing the Bank's objectives
(including its objectives as the Prudential Regulation Authority).

(5) On completion of the review, the person conducting it must make a written
report tothe Treasury—

(a) setting out the result of the review, and
(b) making such recommendations (if any) as the person considers
appropriate.

(6) A copy of the report must be—

(a) laid before Parliament, and
(b) published in such manner as the Treasury think fit.

(7) Any expenses reasonably incurred in the conduct of the review areto be met

by the Treasury out of money provided by Parliament.

7G Right to obtain documents and infor mation
(1) A person conducting an examination under section 7D or a review under
section 7F—
(a) has aright of access at any reasonable time to any document the person
may reasonably require for the purposes of the examination or review, and
(b) may require any person holding or accountabl e for any such document to
provide such information and explanation as are reasonably necessary for
that purpose.
(2) Subsection (1) appliesto documentsin the custody or under the control of —
(a) the Bank;
(b) the auditor or auditors appointed by the Bank under section 7 (5).
(3)In the case of an examination under section 7D (1)(b), subsection (1) aso
applies to documents in the custody or under the control of —
(a) the company to which the examination relates;
(b) the auditor or auditors of that company.
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(4) An obligation imposed on a person as a result of the exercise of the powers
conferred by subsection (1) is enforceable by injunction or, in Scotland, by
an order for specific performance under section 45 of the Court of Session
Act 1988.

7H Restriction on disclosing infor mation
Section 353A of the Financial Services and Markets Act 2000 (FCA not to
disclose certain information received from the Bank) appliesin relation to the
Comptroller and Auditor General and the National Audit Office asit appliesin
relation to the Financial Conduct Authority.

8 Paymentsin lieu of dividends
(1) In section 1 of the Bank of England Act 1946, in subsection (4), (amount
payableto Treasury in lieu of dividends on Bank stock), for the words from

"the sum" to the end there is substituted "a sum equal to 25 per cent. of the

Bank's net profits for itsprevious financial year, or such other sum as the

Treasury and the Bank may agree."

(2) In that section, at the end there isinserted—

"(6) In subsection (4) of this section, the reference to the Bank's net profits
for its previous financia year is to the profits shown in the audited
accounts for that year less the amount of the tax charge so shown."

(3) In Schedule 1 to that Act (supplemental provisions), after paragraph 11 there
isinserted—

"11A (1) If, when a payment falls to be made under section 1 (4) of this Act,
the Bank's accounts for the previous financial year have not been
audited, the payment shall be made on the basis of the Bank's
estimate of the relevant amounts.

(2) If an amount estimated under sub-paragraph (1) of this paragraph
differs from the amount shown in the audited accounts, an
appropriate adjustment shall be made to the next payment under
section 1 (4) of this Act to be made after the difference becomes
apparent.”

(4) Inthat Schedule, for paragraph 14 there is substituted—

"14 Any sum paid by the Bank to the Treasury in lieu of dividends shall be
allowed as a deduction in assessing the Bank to corporation tax for the
accounting period by reference to which the payment is calculated.”
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Supplementary

9 Consequential amendments

(1) In section 14 of the National Debt Reduction Act 1786 and section 32 of the
Life Annuities Act 1808, for "deputy governor" thereis substituted "deputy
governors'.

(2) In section 55 of the National Debt Act 1870, thefirst reference to the Deputy
Governor of the Bank of England shall be treated as areference to a Deputy
Governorof the Bank of England.

(3)In section 3 (3) of the Bank of England Act 1946, after "this Act" there is
inserted "and the Bank of England Act 1998".

PART 1A
FINANCIAL STABILITY

Financial stability strategy of the Bank

9A Financial stability strategy

(1) The court of directors must—

(a) determine the Bank's strategy in relation to the Financial Stability
Objective (its "financial stability strategy"), and
(b) from time to time review, and if necessary revise, the strategy.

(2) Before determining or revising the Bank's financial stability strategy, the
court of directors must consult about a draft of the strategy or of the
revisions—

(2) the Financia Policy Committee, and
(b) the Treasury.

(3) The Financial Policy Committee may at any time make recommendationsto
the court of directors as to the provisions of the Bank's financial stability
strategy.

(4) The court of directors must determine the financial stability strategy of the
Bank within 6 months of the coming into force of this section.

(5) The court of directors must carry out and complete a review of the Bank's
financial stability strategy before the end of each relevant period.
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(6) Therelevant period is 3 years beginning with the date on which the previous
review was compl eted, except that in the case of thefirst review therelevant
period isthe period of 3 years beginning with the date on which the strategy
was determined under subsection (4).

(7) The Bank must publishitsfinancial stability strategy.

(®)If the financia stability strategy is revised, the Bank must publish the
revised strategy.

(9) Publication under subsection (7) or (8) is to be in such manner as the Bank
thinks fit.

Financial Policy Committee of the Bank

9B Financial Policy Committee

(1) Thereisto be a committee of the Bank (the "Financial Policy Committee")
consisting of —

(a) the Governor of the Bank,

(b) the Deputy Governor for financial stability,

(ba) the Deputy Governor for markets and banking,

(bb) the Deputy Governor for monetary policy,

(bc) the Deputy Governor for prudential regulation,

(c) the Chief Executive of the FCA,

(d) one member appointed by the Governor of the Bank after consultation
with the Chancellor of the Exchequer,

(e) 5 members appointed by the Chancellor of the Exchequer, and

(f) arepresentative of the Treasury.

(2) The member appointed under subsection (1)(d) is to be a person who has
executive responsibility within the Bank for the analysis of threats to
financia stability.

(3) Before appointing a person under subsection (1)(e), the Chancellor of the
Exchequer must—

(a) be satisfied that the person has knowledge or experience which is likely
to be relevant to the Committee's functions, and

(b) consider whether the person has any financial or other intereststhat could
substantially affect the functions as member that it would be proper for
the person to discharge.

(4) The court of directors of the Bank must keep the procedures followed by the
Financial Policy Committee under review.

(5) Schedule 2A has effect with respect to the Financial Policy Committee.
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9C Objectives of the Financial Policy Committee

(1)The Financial Policy Committeeisto exerciseitsfunctionswith aview to—
(2) contributing to the achievement by the Bank of the Financial Stability

Objective, and
(b) subject to that, supporting the economic policy of Her Majesty's
Government, including its objectives for growth and employment.

(2) The responsibility of the Committee in relation to the achievement by the
Bank of the Financial Stability Objective relates primarily to the
identification of, monitoring of, and taking of action to remove or reduce,
systemic risks with aview to protecting and enhancing the resilience of the
UK financia system.

(3) Those systemic risksinclude, in particular—

(a) systemic risks attributable to structural features of financial markets,
such as connections between financial institutions,

(b) systemic risks attributable to the distribution of risk within the financial
sector, and

(c) unsustainable levels of leverage, debt or credit growth.

(4) Subsections (1)(a) and (2) do not require or authorise the Committee to
exercise its functions in away that would in its opinion be likely to have a
significant adverse effect on the capacity of the financial sector to contribute
to the growth of the UK economy in the medium or long term.

(5) In this Part "systemic risk" means arisk to the stability of the UK financial
system as awhole or of asignificant part of that system.

(6) For the purposes of subsection (5) it isimmaterial whether the risk arisesin
the United Kingdom or elsewhere.

(7) In subsection (3)(c)—

"credit growth” means the growth in lending by the financial sector to
individuals in the United Kingdom and businesses carried on in the United
Kingdom;

"debt" means debt owed to the financial sector by individualsin the United
Kingdom and businesses carried on in the United Kingdom;

"leverage" meansthe leverage of the financia sector in the United Kingdom.

9D Specification of mattersrelevant to economic policy

(1) The Treasury may by notice in writing to the Financia Policy Committee
specify for the purposes of section 9C (1)(b) what the economic policy of Her
Majesty's Government is to be taken to be.

(2) The Treasury must specify under subsection (1) the matter mentioned there—
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(a) before the end of the period of 30 days beginning with the day on which
section 9C comes into force, and
(b) at least oncein every calendar year following that in which thefirst notice
under that subsection is given.
(3) Where the Treasury give notice under this section they must—
(a) publish the notice in such manner as they think fit, and
(b) lay acopy of it before Parliament.

9E Recommendations by Treasury

(1) The Treasury may at any time by notice in writing to the Financia Policy
Committee make recommendations to the Committee about—

(a) matters that the Committee should regard as relevant to the Committee's
understanding of the Bank's Financial Stability Objective;

(b) the responsibility of the Committeein relation to the achievement of that
objective;

(c) the responsibility of the Committee in relation to support for the
economic policy of Her Majesty's Government, including its objectives
for growth and employment;

(d) matters to which the Committee should have regard in exercising its
functions.

(2) The Treasury must make recommendations under subsection (1)(a) or (b)
("recommendations about the objective')—

(a) before the end of the period of 30 days beginning with the day on which
this section comes into force, and

(b) a least once in every caendar year following that in which the first
recommendations about the objective are made.

(3) The Committee must respond to any recommendations made to it
under subsection (1) by notifying the Treasury, in relation to each
recommendation, of one or more of the following—

(a) action that the Committee has taken in accordance with the
recommendation;

(b) if or to the extent that the recommendation does not relate to immediate
action, the Committee's intention to act in accordance with it;

(c) whether or not the recommendation relates to immediate action, the
Committee's reasons for not intending to act in accordance with it.

(4) Notification under subsection (3) must be given or confirmed in writing.

(5) The Treasury must—

(a) publish in such manner as they think fit any notice given under
subsection (1) or natification received under subsection (3), and

(b) lay acopy of it before Parliament.
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9F Other general duties

(1) In the exercise of its functions, other than its functions under section 9A (2)
or (3), the Financial Policy Committee must have regard to the Bank's
financial stability strategy.

(2) In working with the FCA or the PRA or exercising functions in relation to
either of them, the Committee must, so far as it is possible to do so while
complying with section 9C (1), seek to avoid exercising the Committee's
functionsin away that would prejudice—

(a) the advancement by the FCA of any of its operational objectives, or

(b) the advancement by the PRA of any of its objectives.

(3) In the exercise of its functions, the Committee must also have regard to—
(2) the principle that a burden or restriction which isimposed on aperson, or

on the carrying on of an activity, should be proportionate to the benefits,
considered in general terms, which are expected to result from the
imposition of that burden or restriction;

(b) the contribution to the achievement by the Bank of the Financial Stability
Objective that the Committee can make by disclosing its views about
possible systemic risks or disclosing other information about possible
systemic risks;

(c) the international obligations of the United Kingdom, particularly where
relevant to the exercise of the powers of the Committee in relation to the
FCA or the PRA.

9G Functions of the Financial Policy Committee

(1) The functions of the Financial Policy Committee are—
(a) monitoring the stahility of the UK financial system with a view to

identifying and assessing systemic risks;

(b) giving directions under section 9H;
(c) making recommendations under sections 90 to 9R;
(d) preparing financial stability reports under section 9W.

(2) The court of directors may, with the consent of the Treasury, arrange for
specified functions of the Bank to be discharged by the Financial Policy
Committee.
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Directions by Financial Policy Committee

9H Directionsto FCA or PRA requiring macro-prudential measures

(1) The Financial Policy Committee may give a direction to the FCA or the
PRA ("the regulator") requiring the regulator to exercise its functions so as
to ensure the implementation, by or in relation to a specified class of
regul ated persons, of amacro-prudential measure described in the direction.

(2) "Regulated person" means—

() in relation to the FCA—
(i) an authorised person within the meaning of FSMA 2000,
(i) arecognised investment exchange within the meaning of that Act, or
(i) an EEA market operator as defined by section 312D of that Act;

(b) in relation to the PRA, a PRA-authorised person within the meaning of
that Act.

(3)"Macro-prudential measure” is to be read in accordance with section 9L.

(4) The direction may relate to all regulated persons or to regulated persons of
a specified description, but may not relate to a specified regulated person.

(5) The direction—

(a) may refer to the opinion of the regulator or require or authorise the
exercise of adiscretion by the regulator;

(b) may be expressed to remain in force for a specified period or until
revoked.

(6) The direction may not requireits provisions to be implemented by specified
means or within a specified period, but may include recommendations as to
the means to be used and the timing of implementation.

(7) A recommendation made under subsection (6) may be expressed to be one
to which section 9Q (3) (duty to comply or explain) applies.

(8) The direction may not require the regulator to do anything that it has no
power to do, but the existence of the direction is relevant to the exercise of
any discretion conferred on the regulator.
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(9) The direction may specify particular matters to which the regulator isor is
not to have regard in complying with the direction, but those matters must
be specifiedinrelation to all regulated persons or aclass of regulated person
rather than a specified regulated person.

(10 The direction may refer to a publication issued by the FCA, the PRA,
another body in the United Kingdom or an international organisation, asthe
publication has effect from time to time.

(1) Before giving a direction under this section, the Financial Policy
Committee—

(a) must consider whether the measure is one to which Article 458 of the
capital requirements regulation applies, and

(b) if the Commiittee is of the opinion that it is, may request the Bank to
complete the natification process required by that Article.

91 Compliance with directions under section 9H

(1) The regulator must comply with a direction given to it under section 9H as
soon as reasonably practicable.

(14) But where a direction under section 9H concerns the implementation of a
measure to which Article 458 of the capital requirements regulation applies,
the regulator—

(a) isnot required to comply with the direction unlessit has been notified by
the Financia Policy Committee that the measure is authorised in
accordance with that Article, and

(b) must then comply with the direction as soon as reasonably practicable.

(2) An order under section 9L may, in relation to cases where the regulator is
complying with a direction under section 9H, exclude or modify any
procedural requirement that would otherwise apply under FSMA 2000 in
relation to the exercise by the regulator of its functions in pursuance of the
direction.

(3) The regulator to which a direction under section 9H is given must give the
Financial Policy Committee one or more reports on how it is complying or
has complied with the direction.

(4) The Financial Policy Committee may give directions to the regulator
specifying the times by which reports required by subsection (3) must be
given to the Committee.

(48) For the purposes of subsection (1A), ameasure is authorised in accordance
with Article 458 of the capital requirements regulation if the notification
process required by that Article has been completed and any of the
following applies—

(2) the period during which the European Commission may issue a proposal
for an implementing act to reject the draft measure has expired and no
such proposal has been issued,
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Bank of England Act 1998

(b) where the European Commission has issued a proposa for an
implementing act to reject the draft measure, the period during which the
Council of the European Union may adopt a decision in the form of an
implementing act to reject the draft measure has expired without any such
decision being adopted, or

(c) the measure falls within Article 458 ().

(5)"Regulator” has the same meaning as in section 9H.

9J Revocation of directionsunder section 9H

(1) The Financial Policy Committee may at any time by notice to the regulator
revoke adirection under section 9H.

(2) A direction under section 9H is to be taken to be revoked if the measure to
which it relates ceases to be a macro-prudential measure, but thisis subject
to any provision made under section 9L (4)(e).

(3) The revocation of a direction under section 9H does not affect the validity
of anything previously done in accordance with it.

(4)"Regulator" has the same meaning as in section 9H.

9K Further provisions about directionsunder section 9H
(1) Each of the following must be in writing—

(a) adirection under section 9H;

(b) anotice revoking such adirection;

(c) areport under section 9l (3).

(2) The Financial Policy Committee must give the Treasury a copy of any
direction under section 9H or any notice revoking such a direction.

(3) The Treasury may, if they think fit, lay before Parliament a copy of a
direction under section 9H or a notice revoking such adirection.

(4) Where a direction under section 9H, or a notice revoking such a direction,
is included in a record published under section 9U, the Treasury must, if
they have not already done so, lay before Parliament a copy of the direction
or notice in the form in which it is published in the record.

9L Macro-prudential measures
(1) For the purposes of section 9H a "macro-prudential measure" is a measure

prescribed by the Treasury by order.
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(2) Before making an order under this section, the Treasury must—

(a) consult the Financial Policy Committee, or

(b) if the Treasury consider that the delay involved in consulting the
Committee would be prejudicial to the stability of the UK financia
system, consult the Governor of the Bank.

(3)In prescribing a measure, the order must specify whether the measure is
prescribed in relation to the FCA, the PRA, or both.
(4) An order under this section—

(a) may make different provision for different cases;

(b) may confer a discretion on the Financia Policy Committee, the FCA or
the PRA;

(c) may refer to rules made by the FCA or the PRA;

(d) may refer to a publication issued by the FCA, the PRA, another body in
the United Kingdom or an international organisation, as the publication
has effect from time to time;

(e) may contain transitional provisions and savings relating to the coming
into force of any provision of the order or to the ceasing to be in force of
any temporary provision made by the order.

9M Statements of policy by Financial Policy Committee

(1) In relation to each macro-prudential measure prescribed under section 9L,
the Financial Policy Committee must prepare and maintain a written
statement of the general policy that it proposes to follow in relation to the
exercise of its power of direction under section 9H so far asit relatesto that
measure.

(2) The Committee may at any time ater or replace a statement maintained
under this section.

(3) The Bank must publish each statement maintained under this section.

(4) Publication is to be in such manner as the Bank thinks fit.

(5) Nothing in this section is to be regarded as preventing the Financial Policy
Committee from exercising its power of direction under section 9H in
relation to amacro-prudential measure, whereit considersit necessary to do
so by reason of urgency, beforeit has prepared astatement under this section
in relation to that measure.

9N Parliamentary control of ordersunder section 9L

(1) Except as provided by subsection (2), an order under section 9L is not to be
made unless a draft of the order has been laid before and approved by
resolution of each House of Parliament.
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(2) An order under section 9L may be made without adraft having beenlaid and
approved as mentioned in subsection (1) if the order contains a statement
that the Treasury are of the opinion that, by reason of urgency, it is necessary
to make the order without a draft being so laid and approved.

(3) An order under section 9L made in accordance with subsection (2)—

(a) must be laid before Parliament after being made, and

(b) ceases to have effect at the end of the relevant period unless before the
end of that period the order is approved by aresolution of each House of
Parliament (but without affecting anything done under the order or the
power to make a new order).

(4) The"relevant period" isaperiod of 28 days beginning with the day on which
the order is made.

(5) In reckoning the relevant period no account isto be taken of any time during
which Parliament is dissolved or prorogued or during which either Houseis
adjourned for more than 4 days.

Recommendations by Financial Policy Committee

90 Making of recommendations within the Bank
(1) The Financial Policy Committee may make recommendations within the
Bank.
(2) The recommendations may, in particular, relate to—
(a) the provision by the Bank of financial assistanceto financial institutions;
(b) the exercise by the Bank of its functions in relation to payment systems,
settlement systems, clearing houses and central securities depositories.
(3) The Committee may not make recommendations about—
(a) the provision by the Bank of financial assistancein relation to aparticular
financial ingtitution, or
(b) the exercise by the Bank of its powers under Parts 1 to 3 of the Banking
Act 2009 in relation to a particular institution.
(4) The recommendations must be made or confirmed in writing.
(5) Recommendations by the Committee to the PRA are to be made under
section 9Q (and not under this section).

9P Recommendationsto Treasury

(1) The Financial Policy Committee may make recommendations to the
Treasury.

(2) The recommendations may, in particular, relate to the exercise by the
Treasury of their power to make orders under—
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(@) section 9L (macro-prudential measures),

(b) section 22 (1) or (1A) of FSMA 2000 (regulated activities),

(c) section 22A (1) of that Act (designation of activities requiring prudential
regulation by PRA),

(d) section 137D (1)(b) of that Act (purposes for which FCA may make
product intervention rules), or

(e) section 165A (2)(d) of that Act (additional persons who may be required
by PRA to provide information).

(3) The recommendations must be made or confirmed in writing.

(4) The Committee may make a recommendation under subsection (2)(e) only if
it considersthat the exercise by the Treasury of their power to make an order
under section 165A (2)(d) of FSMA 2000 in the manner proposed isdesirable
for the purposes of the exercise by the Committee of its functions.

(5) Before giving a recommendation under subsection (2)(e), the Committee
must consult the Treasury.

9Q Recommendationsto FCA and PRA

(1) The Financia Policy Committee may make recommendations to the FCA
and the PRA about the exercise of their respective functions.

(2) The recommendations may relate to all regulated persons or to regulated
persons of as pecified description, but may not relate to the exercise of the
functions of the FCA or the PRA in relation to a specified regulated person.

(3) If the recommendations are expressed to be recommendations to which this
subsection applies, the body to which they are made must as soon as
reasonably practicable—

(a) act in accordance with the recommendations, or

(b) if to any extent it does not, notify the Committee of the extent to which it
has not acted in accordance with the recommendations and of the reasons
for its decision.

(4) The recommendations, and any notification under subsection (3)(b), must be
made or confirmed in writing.

(%) Before making recommendations under this section, the Financial Policy
Committee—
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(a) must consider whether acting in accordance with the recommendations
would involve ameasure to which Article 458 of the capital requirements
regulation applies, and

(b) if the Committee is of the opinion that it would, may—

(i) where the measure falls within section 2AA (1), request the Bank
to complete the notification process required by that Article, or

(i) where the measure falls within section 2AA (2), request the
Treasury to complete that process.

(48) 1f the body to which recommendations under this section are made is of the
opinion that the implementation of the recommendations would involve a
measure to which Article 458 of the capital requirements regulation applies,
that body must—

(a) state that opinion to the Financial Policy Committee, and

(b) indicate to the Financial Policy Committee whether it intends to act in
accordance with the recommendations if the measure is authorised in
accordance with Article 458.

(40) Subsection (4B)(b) is to be read in accordance with section 91(4A).

(5) "Regulated person” has the same meaning asin section 9H.

9R Recommendationsto other persons

(1) The Financial Policy Committee may make recommendations to persons
other than those mentioned in sections 90 to 9Q.

(2) The recommendations must be made or confirmed in writing.

Explanation

9S Duty to prepare explanation
(1) In connection with the exercise of any of the specified powers, the Financial
Policy Committee must prepare an explanation of —
(a) thereasonsfor the Committee's decision to exercise the power, inthe way
inwhich it is being exercised, and
(b) the Committee's reasons for believing that the exercise of the power, in
theway inwhich it isbeing exercised, is compatible with the duties of the
Committee under the following provisions—
(i) section 9C (1) (as read with section 9C (4)), and
(i) section 9F.
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(2) The specified powers are—

(a) the power to give a direction under section 9H;

(b) the power to make recommendations under section 90, so far asrelating
to the exercise of the Bank's functions in relation to payment systems,
settlement systems, clearing houses and central securities depositories;;

(c) the power to make recommendations under section 9P, so far asrelating
to the exercise by the Treasury of their power to make orders under any
of the provisions mentioned in subsection (2) of that section;

(d) the power to make recommendations under section 9Q.

(3) The explanation required by subsection (1) in relation to the duty in section
9F (3)(a) must include an estimate of the costs and an estimate of the benefits
that would arise from compliance with the direction or recommendation in
question, unless in the opinion of the Committee it is not reasonably
practicable to include such an estimate.

Review

9T Duty to review directions and recommendations

(1) The Financial Policy Committee must—

(a) before the end of each review period, review each direction given by it
under section 9H, other than a direction revoked before the end of the
review period, and

(b) prepare asummary of its conclusions.

(2) A review period is—

(@) inrelation to the first review, the period of 12 months beginning with the
day on which the direction was given, and

(b) inrelation to subsequent reviews, the period of 12 months beginning with
the day on which the previous review was compl eted.

(3) The Financial Policy Committee must maintain arrangementsfor the review
at regular intervals of any recommendations that it has made under any of
sections 90 to 9R and are of continuing relevance.

(4) The purpose of areview is—

(a) in the case of a direction, to consider whether the direction ought to be
revoked, and

(b)in the case of a recommendation, to consider whether the
recommendation ought to be with drawn.
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Publication of record of meetings

9U Publication of record of meetings

(1) The Bank must publish a record of each meeting of the Financia Policy
Committee before the end of the period of 6 weeks beginning with the day
of the meeting.

(2) The record must specify any decisions taken at the meeting (including
decisions to take no action) and must set out, in relation to each decision, a
summary of the Committee's deliberations.

(3) The decisions referred to in subsection (2) include in particular adecision—

(a) to give or revoke a direction under section 9H;

(b) to make recommendations under any of sections 90 to 9R.

(c) to make or revoke arequest under section 2AA (3) or (4);

(d) made under the Capita Requirements (Capital Buffers and Macro-
prudential Measures) Regulations 2014.

(4) Where a decision has been made to give or revoke a direction under section
9H, the record must include the text of the direction or of the notice of
revocation.

(5) Where a decision has been made to make recommendations under any of
sections 90 to 9R, the record must include the recommendations.

(6) Where since the previous meeting the Committee hasreceived anotification
under section 9Q (3)(b), the record must include the notification.

(7) The information required by subsections (1) and (2) does not include
information identifying particular members of the Committee.

(8) Subsections (1) to (6) do not require the publication of —

(a) information about any recommendations made under 90 (2)(a);

(b) information whose publication within the time required by subsection (1)
would in the opinion of the Committee be against the public interest;

(¢) information about any decision under paragraph (b);

(d) information about a decision to give a direction under section 9H which
has been revoked before the record of the meeting at which it was given
is published;

(e) information about the decision to revoke a direction where information
about the direction is withheld under paragraph (d).
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(f) information about a decision to make a request under section 2AA (3) or
(4) which has been revoked before the record of the meeting at which it
was given is published;

(8) information about the decision to revoke arequest under section 2AA (3)
or (4) whereinformation about the request iswithheld under paragraph (f).

(9) Publication under this section or section 9V is to be in such manner as the
Bank thinksfit.

9V Deferred publication
(1) Where the Financial Policy Committee decides under subsection (8)(b) of
section 9U that publication of information within the time required by
subsection (1) of that section would be against the public interest—
(a) it must consider whether to fix a date as the earliest date on which the
information may be published, and
(b) if it does not fix a date, it must keep under consideration the question
whether publication of the information would still be against the public
interest.
(2) The Committee must from time to time determine the procedures that it will
follow in complying with the duty in subsection (1)(b).
(3) Where the Committee—
(a) fixes a date under subsection (1)(a) as the earliest date on which any
information may be published, or
(b) decides under subsection (1)(b) that publication of any information is no
longer against the public interest,
the Bank must publish the information at the time when it next publishes
under section 9U (1) the record of a meeting of the Committee.

Financial stability reports by Financial Policy Committee

9W Financial stability reports by Financial Policy Committee

(1) The Financia Policy Committee must prepare and publish reports relating
to financial stability ("financial stability reports").

(2) Two financia stability reports must be published in each calendar year.

(3) A financial stability report must include—
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(a) the Committee's view of the stability of the UK financial system at the
time when the report is prepared,

(b) an assessment of the developments that have influenced the current
position,

(c) an assessment of the strengths and weaknesses of the UK financial
system,

(d) an assessment of risks to the stability of the UK financia system, and

(e) the Committee's view of the outlook for the stability of the UK financial
system.

(4) A financial stability report must also include—

(a) asummary of the activities of the Committee in the reporting period, and

(b) an assessment of the extent to which the exercise by the Committee of its
functions (both during the reporting period and previously) has
succeeded during the reporting period in achieving the objectives set out
in section 9C (1)(2) and (b).

(5)If during the reporting period the Committee has made any decision in
relation to which section 9S requires the preparation of an explanation, the
financial stability report must include the required explanation.

(6) If during the reporting period the Committee has completed the review of a
direction or recommendation, the financial stability report must include a
summary of the review.

(7) The reporting period is the period since the date of the previous financial
stability report, except that in the case of the first financial stability report it
isthe period since the time when this section came fully into force.

(8) Nothing in subsections(3) to (6) isto be regarded as requiring the Committee
toinclude in afinancial stability report any information whose publication
would in the Committee's opinion be against the public interest.

(9) The Committee must give a copy of each financial stability report to the
Treasury.

(10 The Treasury must lay before Parliament a copy of each financial stability
report.

(1D Publication of afinancial stability report isto bein such manner asthe Bank
thinks fit.

Meetings between Governor and Chancellor of the Exchequer

9X Mestings between Governor and Chancellor of the Exchequer

(1) As soon as reasonably practicable after the publication by the Financial
Policy Committee of a financial stability report, the Governor of the Bank
and the Chancellor of the Exchequer must meet to discussthe report and any
other matters relating to the stability of the UK financial system that they
consider it appropriate to discuss.

(2) The Treasury must publish arecord of each meeting required by subsection
(1) before the end of the period of 6 weeks beginning with the day of the
meeting.
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(3) Publication under subsection (2) is to be in such manner as the Treasury
think fit.

(4) Subsection (2) does not require the publication of information whose
publication within the time required by that subsection would in the opinion
of the Treasury be against the public interest.

(5) Before publishing the record of a meeting required by subsection (1), or
deciding under subsection (4) not to publish such arecord, the Treasury must
consult the Bank about the record and its publication.

Power of Bank to require FCA to provide information

9Y Directionsrequiring information or documents

(1) The Bank may exercise the powers conferred by this section where it
considers that information or documents are reasonably required in
connection with the exercise by the Bank of itsfunctionsin pursuance of the
Financial Stability Objective.

(2) The Bank may give adirection to the FCA requiring it —

(a) to provide the Bank with specified information or information of a
specified description, or

(b) to produce to the Bank specified documents or documents of a specified
description.

(3) The direction may relate to information or documents which are held by
persons other than the FCA and which the FCA has power to obtain or
whose productionthe FCA has power to require.

(4) Any information or documents to which the direction relates are—

(a) where the information or documents are held by a person in relation to
whom the powers conferred by subsections (1) and (3) of section 165 of
FSMA 2000 are exercisable, to be taken to be information or documents
to which that section applies by virtue of subsection (4) of that section,

5

(5) Theinformation or documents must be provided or produced before the end
of such period as may be specified.

(6) The Bank may require any information provided under this section to be
provided in such form as it may require.

(7) The Bank may require—

(a) any information provided, whether in a document or otherwise, to be
verified in such manner asit may require;

(b) any document produced to be authenticated in such manner as it may
require.

9Z Further provisions about directionsunder section 9Y

(1) In the exercise of its functions under section 9Y, the Bank must have regard
to the principle that a burden or restriction which isimposed on a person, or
on the carrying on of an activity, should be proportionate to the benefits,
considered in general terms, which are expected to result from the
imposition of that burden or restriction.
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(2) Before giving a direction under section 9Y to the FCA, the Bank must
consult the FCA.

(3) A direction under section 9Y must be in writing, and may be revoked by a
notice in writing.

(4) As soon as practicable after giving a direction under section 9Y, the Bank
must publish the direction in such manner as it thinks appropriate for
bringing the direction to the attention of persons (other than the FCA ) who
may be affected by it.

(5) Subsection (4) does not require the publication of information whose
publication at the time required by that subsection would in the opinion of
the Bank be against the public interest.

(6) Where the Bank decides under subsection (5) that publication of any
information would be against the public interest, it must from time to time
review that decision and if it subsequently decides that publication is no
longer against the public interest it must comply with subsection (4).

Supplementary

9ZA Interpretation of Part 1A

In this Part—

"the FCA" means the Financial Conduct Authority;

"financial assistance" has the meaning given by section 257 (1) of the Banking
Act 20009;

"the Financial Policy Committee” means the Financial Policy Committee of
the Bank of England;

"the financial sector" means financial institutions generally;

"FSMA 2000" means the Financial Services and Markets Act 2000;

"the PRA" means the Prudential Regulation Authority;

"systemic risk" has the meaning given by section 9C (5);

"the UK economy" means the economy of the United Kingdom;

"the UK financial system" meansthe financial system of the United Kingdom.
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PART I
MONETARY POLICY

Role of the Bank

10 Operational responsibility

Insection 4 (1) of the Bank of England Act 1946 (power of the Treasury to give
directions to the Bank), at the end there is inserted ", except in relation to
monetary policy".

11 Objectives
In relation to monetary policy, the objectives of the Bank of England shall be—
(2) to maintain price stability, and
(b) subject to that, to support the economic policy of Her Majesty's
Government, including its objectives for growth and employment.

12 Specification of mattersrelevant to objectives
(1) The Treasury may by notice in writing to the Bank specify for the purposes
of section 11—
(a) what price stability isto be taken to consist of, or
(b) what the economic policy of Her Majesty's Government is to be taken to
be.
(2) The Treasury shall specify under subsection (1) both of the matters
mentioned there—
(2) before the end of the period of 7 days beginning with the day on which
this Act comesinto force, and
(b) at least once in every period of 12 months beginning on the anniversary
of the day on which this Act comesinto force.
(3) Where the Treasury give notice under this section they shall —
(a) publish the notice in such manner as they think fit, and
(b) lay acopy of it before Parliament.

Monetary Policy Committee of the Bank

13 Monetary Policy Committee

(1) There shall be acommittee of the Bank, to be known asthe Monetary Policy
Committee of the Bank of England, which shall have responsibility within
the Bank for formulating monetary policy.
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(2) The Committee shall consist of —

(a) the Governor of the Bank,

(@ the Deputy Governor for financial stability,

() the Deputy Governor for markets and banking,

(@) the Deputy Governor for monetary policy,

(b) one member (to be known as the Chief Economist of the Bank) appointed
by the Governor of the Bank after consultation with the Chancellor of the
Exchequer, and

(c) 4 members appointed by the Chancellor of the Exchequer.

(3) The member appointed under subsection (2)(b) shall be a person who carries
out monetary policy analysis within the Bank.

(4) Before appointing a person under subsection (2)(c) the Chancellor of the
Exchequer must—

(2) be satisfied that the person has knowledge or experience which is likely
to be relevant to the Committee's functions, and

(b) consider whether the person has any financial or other intereststhat could
substantially affect the functions as member that it would be proper for
the person to discharge.

(5) Schedule 3 shall have effect with respect to the Committee.

14 Publication of statements about decisions

(1) As soon asreasonably practicable after each meeting of the Monetary Policy
Committee, the Bank shall publish a statement as to whether it was decided
at the meeting that the Bank should take any action, other than action by
way of intervening in financia markets, for the purpose of meeting its
objectives under section 11 and, if it was, what the action is.

(2) If, at any meeting, the Committee decides that the Bank should intervenein
financial markets, it shall also consider at the meeting whether immediate
publication of the decision would be likely to impede or frustrate the
achievement of the intervention's purpose.

(3) If the Committee decides under subsection (2) that immediate publication of
adecision would not have the effect mentioned there, the Bank shall, when
it publishes a statement under subsection (1) about the meeting, publish a
statement as to what action by way of intervening in financial markets the
Committee has decided the Bank should take.

(4) If the Committee decides under subsection (2) that immediate publication of
a decision would have the effect mentioned there, it shall keep under
consideration the question of whether publication of the decision would still
have that effect.
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(5)As soon as reasonably practicable after the Committee has decided that
publication of adecisionwhich has not been the subject of astatement under
subsection (3) would no longer have the effect mentioned in subsection (2),
the Bank shall publish a statement as to what action by way of intervening
in financial markets the Committee decided the Bank should take and when
the decision was made.

(6) Publication under this section shall bein such manner as the Bank thinksfit.

15 Publication of minutes of meetings

(1) As soon asreasonably practicable after each meeting of the Monetary Policy
Committee, the Bank shall publish minutes of the meeting.

(2) Subsection (1) shall not apply to minutes of any proceedings relating to—
(a) adecision to intervene in financial markets, or
(b) a decision about the publication of a decision to intervene in financial

markets,
unless the Committee has decided that publication of the decision to
intervene would not be likely, or would no longer be likely, to impede or
frustrate the achievement of the intervention's purpose.

(3) Minutes of proceedings relating to—

(a) adecision to intervenein financial markets, or

(b) a decision about the publication of a decision to intervene in financia
markets,

shall, if not required to be published as soon as reasonably practicable after

the meeting, be published by the Bank as soon as reasonably practicable

after a statement about the decision to intervene is published under section

14 (5).

(4) Minutes published under this section shall record, in relation to any decision
of the Committee, the voting preference of the members who took part in
the vote on the decision.

(44) The Bank shall exclude from minutes published under this section
information which relates to proceedings of the Financial Policy Committee
if the Bank considers that publication of that information would be against
the public interest.

(5) Publication under this section shall bein such manner asthe Bank thinksfit.

16 Functionsof court of directors

(1) The court of directors of the Bank shall keep the procedures followed by the
Monetary Policy Committee under review.

(2)In particular, the court's function under subsection (1) shall include
determining whether the Monetary Policy Committee has collected the
regional, sectoral and other information necessary for the purposes of
formulating monetary policy.
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Information and reports

17 Power to obtain information

(1) The Bank may by notice in writing require an undertaking to which this
section applies to provide the Bank with such information as may be
specified inthe notice, being information about the relevant financial affairs
of the undertaking which the Bank considers it necessary or expedient to
have for the purposes of its functions under this Part.

(2) A notice under subsection (1) may require information to be provided—

(a) in such form or manner as may be specified in the naotice;
(b) at such time or times as may be so specified;
(c) in relation to such period or periods as may be so specified.

(3) An undertaking is one to which this section appliesif—

(a) it has aplace of businessin the United Kingdom; and
(b) it fallswithin subsection (3A), (3B), (3C) or (3D).
(33) An undertaking falls within this subsection if it is a deposit-taker.
(38) An undertaking fallswithin thissubsection if it is not adeposit-taker but it—
(a) falls within the subsector "other monetary financial institution”, as
defined by paragraph 2.48 of Annex A to Council Regulation ( EC) No.
2223/96,

(b) carries on a business of granting credits secured on land used for
residential purposes,

(c) hasissued a debt security, or

(d) has acted as an agent in connection with arranging or managing the issue
of adebt security.

(30 An undertaking falls within this subsection if it is a financia holding
company.

(30) An undertaking falls within this subsection if it is not a deposit-taker but
continues to have a liability in respect of a deposit which was held by it in
accordance with the Banking Act 1979 or the Banking Act 1987 or a
permission under Part 4A of the Financial Services and Markets Act 2000.

(4)The Treasury may by order provide which financial affairs of an
undertaking are relevant for the purposes of this section, and may make
different provision for different undertakings or classes of undertaking.

(5) The Treasury may by order amend subsections (3) to (3D).

(6) Before making an order under this section, the Treasury shall consult—
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(a) the Bank,
(b) the Statistics Board,
(c) such persons as appear to them to be representative of persons likely to
be materialy affected by the order, and
(d) such other persons as they consider appropriate.
(7)"Deposit taker" means—
(a) aperson who has permission under Part 4A of the Financial Servicesand
Markets Act 2000 to accept deposits; or
(b) an EEA firm of the kind mentioned in paragraph 5(b) or (c) of Schedule 3
to that Act which has permission under paragraph 15 of that Schedule (as
a result of qualifying for authorisation under paragraph 12 (1) of that
Schedule) to accept deposits or other repayable funds.
(1A)"Debt security" means any instrument creating or acknowledging
indebtedness (including a government or public security).
(1B) Subsections (7) and (7A) must be read with—
(a) section 22 of the Financial Services and Markets Act 2000;
(b) any relevant order under that section; and
(c) Schedule 2 to that Act.
(1) "Financial holding company" has the meaning given by Article 4 (1)(20) of
the capital requirements regulation.
(D) "Undertaking" has the meaning given by section 1161 (1) of the Companies
Act 2006.

18 Reports
(1) The Bank shal prepare and publish reports in accordance with the
provisions of this section.
(2) A report under this section shall contain—
(a) areview of the monetary policy decisions published by the Bank in the
period to which the report relates,
(b) an assessment of the developments in inflation in the economy of the
United Kingdom in the period to which the report relates, and
(c) an indication of the expected approach to meeting the Bank's objectives
under section 11.
(3) A report under this section shall relate to—
(a) aperiod of 3 months, or
(b) such other period as the Treasury and the Monetary Policy Committee

may agree.
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(4) Periods to which reports under this section relate shall be successive, the
first such period commencing on such day within the period of 3 months
ending with the day on which this Act comes into force as the Treasury
shall, after consultation with the Bank, specify in writing to it.

(5) No report under this section shall be published without the approva of the
Monetary Policy Committee.

(6)A report under this section shall be published as soon as reasonably
practicable after the end of the period to which it relates and in such manner
asthe Bank thinksfit.

Treasury's reserve powers

19 Reservepowers

(1) The Treasury, after consultation with the Governor of the Bank, may by
order give the Bank directions with respect to monetary poalicy if they are
satisfied that the directionsarerequired in the public interest and by extreme
economic circumstances.

(2) An order under this section may include such consequential modifications
of the provisions of this Part relating to the Monetary Policy Committee as
the Treasury think fit.

(3) A statutory instrument containing an order under this section shall be laid
before Parliament after being made.

(4) Unless an order under this section is approved by resolution of each House
of Parliament before the end of the period of 28 days beginning with the day
onwhich it ismade, it shall cease to have effect at the end of that period.

(5) In reckoning the period of 28 days for the purposes of subsection (4), no
account shall be taken of any time during which Parliament is dissolved or
prorogued or during which either House is adjourned for more than 4 days.

(6) An order under this section which does not cease to have effect before the
end of the period of 3 months beginning with the day on which it is made
shall cease to have effect at the end of that period.

(7) While an order under this section has effect, section 11 shall not have effect.

Supplementary

20 Interpretation of Part Il
In this Part, "the Monetary Policy Committee" means the Monetary Policy
Committee of the Bank of England.
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PART I11
TRANSFER OF SUPERVISORY FUNCTIONS OF THE BANK
TO THE FINANCIAL SERVICESAUTHORITY

22 Supplementary provisions
Schedule 4 (transfer of functions. supplementary provisions) shall have effect.

23 Consequential amendments
(1) Schedule 5 (amendments of primary, and other principal, legislation
consequential on the transfer of functions by section 21) shall have effect.

(3)If a reference in a relevant provision to the Bank is predicated on the
continuing exercise by the Bank of any of the transferred functions, it shall,
in relation to any time after the coming into force of this Act, have effect as
areference to the Authority.

(4) In subsection (3), "relevant provision" means a provision which—

(a) has effect before, as well as after, the coming into force of this Act, and
(b) iscontained in adocument other than an Act or an instrument made under
an Act.

24 Status
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Consequential changes to banking bodies

Supplementary

30 Interpretation of Part 111

In this Part—

"the Authority" means the Financial Services Authority;

"transferred functions' means the functions transferred to the Authority by this
Part.

PART 3A
PRUDENTIAL REGULATION

30A Prudential Regulation Committee

(1) There is to be a committee of the Bank known as the Prudential Regulation
Committee of the Bank of England.

(2) The Prudential Regulation Committeeisto consist of —

(a) the Governor of the Bank,

(b) the Deputy Governor for financial stability,

(c) the Deputy Governor for markets and banking,

(d) the Deputy Governor for prudential regulation,

(e) the Chief Executive of the Financial Conduct Authority,

(f) one member appointed by the Governor of the Bank with the approval of
the Chancellor of the Exchequer, and

(8) at least 6 members appointed by the Chancellor of the Exchequer.

(3) The functions of the Prudential Regulation Committee are—

(a) its functions by virtue of section 2A of the Financial Services and
Markets Act 2000 (which provides for the Bank's functions as the
Prudential Regulation Authority to be exercised by the Bank acting
through the Prudential Regulation Committee), and

(b) the functions conferred on it by this Act.
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(4) Schedule 6A has effect with respect to the Prudential Regulation
Committee.

30B Recommendations by Treasury
(1) The Treasury may a any time by notice in writing to the Prudential
Regulation Committee make recommendations to the Committee about
aspects of the economic policy of Her Majesty's Government to which the
Committee should have regard—
(a) when considering how to advance the objectives of the Prudential
Regulation Authority, and
(b) when considering the application of the regulatory principles set out in
section 3B of the Financial Services and Markets Act 2000.
(2) The Treasury must make recommendations under subsection (1) at least
once in each Parliament.
(3) The Treasury must—
(a) publish in such manner as they think fit any notice given under
subsection (1), and
(b) lay acopy of it before Parliament.

30C Operational independence
(1) The Bank must make arrangements to ensure compliance with—
(a) article 4.7 of the capital requirements directive, and
(b) article 3.3 of the recovery and resolution directive,
(which require resolution functions and supervisory functions to be
operationally independent of one another).

(2) The Bank must prepare and issue a statement of its arrangements under
subsection (1).

(3) If there are material changes to the arrangements, it must prepare and issue
arevised statement.

(4) The Bank must consult the Treasury before issuing a statement under
subsection (2) or arevised statement under subsection (3).

(5) If it appearsto the Treasury that any action proposed to be taken by the Bank
would be incompatible with obligations of the United Kingdom under the
provisions mentioned in subsection (1)(a) or (b), the Treasury may direct the
Bank not to take that action.

(6) If it appears to the Treasury that any action which the Bank has power to
take is required for the purpose of implementing those obligations, the
Treasury may direct the Bank to take that action.

(7) In this section—

"the capital requirements directive' means Directive 2013/36/EU of the
European Parliament and of the Council of 26 June 2013 on access to the
activity of credit institutions and the prudential supervision of credit
ingtitutions and investment firms;
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"the recovery and resolution directive" means Directive 2014/59/EU of the
European Parliament and of the Council of 15 May 2014 establishing a
framework for the recovery and resolution of credit institutions and
investment firms.

PART IV
MISCELLANEOUS AND GENERAL

Miscellaneous

33 Closure of National Savings Stock Register to gilts

(1) The Treasury may by order—

(a) make provision excluding gilts from registration in the Register on and
after aday specified in the order,

(b) make provision for the transfer to the books of the Bank of the entriesin
the Register at the beginning of the day specified under paragraph (a)
which relate to gilts, and

(c) make provision for the transfer to the Bank of rights and liabilities of the
Director of Savings in relation to the registration of gilts in the Register
or any transaction associated therewith.

(2) The power conferred by paragraph (b) of subsection (1) includes power to
make provision in relation to gilts which were not registered in the Register
at the beginning of the day specified under paragraph (a) of that subsection,
but which should have been.

(3)An order under subsection (1) may contain such consequential, incidental,
supplementary and transitional provisions as appear to the Treasury to be
necessary or expedient.

(4) Without prejudice to subsection (3), an order under subsection (1) may
contain—

(a) provision requiring things done by, or in relation to, the Director of
Savings, to be treated as done by, or in relation to, the Bank,
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(b) provision requiring references in documents to the Register to be
construed as references to the books of the Bank, and
(c) provision requiring certificates issued by the Director of Savings in
relation to registration in the Register to be treated as issued by the Bank
in relation to registration in the books of the Bank.
(5) An order under subsection (1) may—
(a) make different provision for different cases, and
(b) contain provision amending, or repealing or revoking, an enactment
contained in—
(i) an Act, whenever passed, or
(i) an instrument, whenever made, under an Act, whenever passed.
(6) In this section—
"gilts" means stock or bonds of any of the descriptions included in Part | of
Schedule 11 to the Finance Act 1942 (whether on or after the passing of this
Act); and
"the Register" means the National Savings Stock Register.

34 Provision of brokerage servicein connection with gilt registration

In section 47 of the Finance Act 1942 (transfer and registration of Government

stock), after subsection (1) there isinserted—

"(1ZA) Regulations under subsection (1) of this section may make provision
with respect to the purchase and sale of such stock and bonds by any
person, or any description of person, through the Bank of England and,
in relation to purchase or sale under the regulations, may—

(a) make provision with respect to the commission and fees payable,
and

(b) make provision limiting the amount which any person, or any
description of person, may purchase or sell on any day."

35 Section 207 of the Companies Act 1989: bearer securities

General

37 Restriction on disclosure of information
Schedule 7 (which restricts the disclosure of information obtained for
monetary policy or cash ratio deposit purposes) shall have effect.
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38 Offencesin relation to supplying information to the Bank

(1)A person who fails without reasonable excuse to comply with any
reguirement imposed on him under section 17 (1) or paragraph 9 of Schedule
2 shall be guilty of an offence and liable on summary conviction to afine
not exceeding level 4 on the standard scale.

(2) If after conviction of an offence under subsection (1) a person continues the
failure for which he was convicted, he shall be guilty of a further offence
under that subsection and liable on summary conviction to be punished
accordingly.

(3) A person who in purported compliance with a requirement imposed on him
under section 17 (1) or paragraph 9 of Schedule 2 provides information
which he knows to be fase or mideading in a materia particular, or
recklessly provides information which is false or misleading in a material
particular, shall be guilty of an offence and liable—

(a) on conviction on indictment, to imprisonment for aterm not exceeding 2
years, or to afine, or to both, or

(b) on summary conviction, to imprisonment for a term not exceeding 3
months, or to a fine not exceeding the statutory maximum, or to both.

39 Offences by bodies corporate

(1) Where an offence under this Part committed by a body corporateis proved
to have been committed with the consent or connivance of, or to be
attributable to any neglecton the part of, any director, manager, secretary or
other similar officer of the body corporate, or any person who was
purporting to act in any such capacity, he, as well as the body corporate,
shall be guilty of that offence and be liable to be proceeded against and
punished accordingly.

(2) Where the affairs of a body corporate are managed by its members,
subsection (1) shall apply in relation to the acts and defaults of amember in
connection with his functions of management asif he were adirector of the
body corporate.

40 Orders

(1)Any power of the Treasury to make an order under this Act shall be
exercisable by statutory instrument.

(2) An order under—section 1A (1),
section 17 (4) or (5),
paragraph 1 (2) or 5 of Schedule 2, or
paragraph 3 (2) of Schedule 7,
shall not be made unless a draft of the order has been laid before and
approved by resolution of each House of Parliament.
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(3) A statutory instrument containing an order under—
section 23 (2),
paragraph 2 (2) or 8 of Schedule 2,
paragraph 1 (5) of Schedule 4, or
paragraph 3 (3) of Schedule 7,
shall be subject to annulment in pursuance of aresolution of either House of
Parliament.

(4) A statutory instrument containing an order under section 33 shall be subject
to annulment in pursuance of aresolution of the House of Commons.

(48) Section 9N contains its own provisions about parliamentary procedure in
relation to an order under section 9L.

(5) Section 19 contains its own provisions about parliamentary procedure in
relation to an order under that section.

41 General interpretation

InthisAct—

"the Bank" means the Bank of England;

"the capital requirements regulation” means Regulation (EU) No. 575/2013 of
the European Parliament and of the Council.

"central securities depository” has the meaning given by point (1) of Article 2
(1) of Regulation (EU) No 909/2014 of the European Parliament and of the
Council of 23 July 2014 on improving securities settlement in the European
Union and on central securities depositories;

42 Transitional provisionsand savings
Schedule 8 (transitional provisions and savings) shall have effect.

43 Repeals
The enactments and instruments specified in Schedule 9 are hereby repealed or
revoked to the extent specified in the final column of that Schedule.

Final provisions

44 Extent

(1) This Act extends to Northern Ireland.

(2) Section 33 extends to the Channel Islands and the Idle of Man.

(3) The extent of any amendment, repeal or revocation by this Act is the same
asthat of the enactment amended, repealed or revoked.
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45 Commencement
This Act shall come into force on such day as the Treasury may by order
appoint.

46 Short title

This Act may be cited as the Bank of England Act 1998.
SCHEDULES
SCHEDULE 1

COURT OF DIRECTORS

Terms of office

1 (1) Appointment as Governor of the Bank shall be for a period of 8 years.

(2) Appointment as Deputy Governor of the Bank shall be for a period of 5
years.

(3) A person may not be appointed—

(a) as Governor, more than once, or

(b) as Deputy Governor, more than twice.

(4) A person appointed as Governor or Deputy Governor of the Bank shall
work exclusively for the Bank; and for this purpose work in an office that
an enactment requires to be held by the Governor or a Deputy Governor
isto be taken to be work for the Bank.

2 (1) Appointment as non-executive director of the Bank shall be for a period
of 4 years, or such shorter period as may be specified in the appointment.

(2) If it appearsto Her Majesty that in the circumstancesit is desirable to do
so, Her Mgjesty may, before the end of the term for which a person is
appointed as non-executive director, extend the person'sterm of office on
one occasion for a specified period of not more than 6 months.

(3) If a person whose term of office is extended under sub-paragraph (2) is
subsequently re-appointed as non-executive director—

(a) the length of the term of his or her re-appointment (or, if the personis
re-appointed more than once, of thefirst re-appointment following the
extension) isto be reduced by a period equal to the extension, but

(b)the term of that re-appointment may itself be extended under
subparagraph (2).

4 A person appointed as Governor, Deputy Governor or non-executive
director of the Bank may resign his office by written notice to the Bank.
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Qualification for appointment

5 (1) A personisdisqualified for appointment as Governor, Deputy Governor
or non-executive director of the Bank if heisaMinister of the Crown or
a person serving in a government department in employment in respect
of which remuneration is payable out of money provided by Parliament.

(2) An officer or employee of the Bank, other than a person holding office
under section 9B (1)(e), is disqualified for appointment as non-executive
director of the Bank.

6 (1) The fact that a person has held office as Governor of the Bank does not
disqualify that person from appointment as Deputy Governor or non-
executive director of the Bank.

(2) The fact that a person has held office as Deputy Governor or non-
executive director of the Bank does not disqualify that person from re-
appointment to that office or for appointment to the other office or as
Governor of the Bank, but this is subject to paragraph 1 (3)(b).

Removal from office

7 (1) A person appointed as Governor or Deputy Governor of the Bank shall

vacate office if he becomes a person to whom paragraph 5 (1) applies.
(2) A person appointed as non-executive director of the Bank shall vacate
officeif he becomes a person to whom paragraph 5 (1) or (2) applies.

8 (1) The Bank may, with the consent of the Chancellor of the Exchequer,
remove a person from office as Governor, Deputy Governor or non-
executive director of the Bank if it is satisfied—

(a)that he has been absent from meetings of the court for more than 3
months without the consent of the court,

(b) that he has become bankrupt, that a debt relief order (under Part 7A of
the Insolvency Act 1986) has been made in respect of him, that his
estate has been sequestrated or that he has made an arrangement with
or granted atrust deed for his creditors, or

(c)that he is unable or unfit to discharge his functions as a member.

(2)In relation to the Deputy Governor for prudential regulation, the
reference in sub-paragraph (1)(c) to inability or unfitness to discharge

functions as member of the court of directorsisto beread asincluding a

reference to inability or unfitness to discharge functions as chief

executive for prudential regulation (see Schedule 6A) .
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Powers

9 The court may act notwithstanding the existence of one or more vacancies
among its members.
10 The court may appoint such sub-committees as it thinksfit.
11 (1) The court may delegate such duties and powers asit thinks fit to—
(a) amember of the court,
(b) any officer, employee or agent of the Bank,
(c) a sub-committee consisting of —
(i) members of the court, or
(i) one or more members of the court and one or more of the officers,
employees and agents of the Bank.
(d) acommittee consisting of officers, employees or agents of the Bank.
(2) The duties and powers that may be del egated under this paragraph do not
include duties and powers that are by any enactment expressly imposed
or conferred on the court of directors.
(a)include duties and powers conferred on the court of directors by
section 9A (financial stability strategy), but
(b) except as mentioned in paragraph (a).
(3) The court of directors retains responsibility for a duty or power which it
delegates under this paragraph.

Meetings

12 (1) The court shall meet at least 7 timesin each calendar year.
(2) Either of the following may summon a meeting at any time on giving
such notice as the circumstances appear to require—
(a) the Governor of the Bank (or in his absence a Deputy Governor), and
(b) the chair of the court.

Publication of record of meetings

12 (1) The Bank must publish arecord of each meeting of the court—
(a) before the end of the period of 6 weeks beginning with the day of the
meeting, or
(b)if no meeting of the court is subsequently held during that period,
before the end of the period of 2 weeks beginning with the day of the
next meeting.
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(2) The record must specify any decisions taken at the meeting (including
decisions to take no action) and must set out, in relation to each decision,
asummary of the court's deliberations.

(3) Sub-paragraphs (1) and (2) do not require the publication of information
whose publication within the time required by sub-paragraph (1) would in
the opinion of the court be against the public interest.

(4) Publication under this section isto bein such manner asthe Bank thinksfit.

Proceedings
13(1) At ameseting of the court, the proceedings shall be regulated as follows.

(3) The Chancellor of the Exchequer may designate—

(a) amember of the court to chair its meetings (“the chair of the court"),
and

(b) one or more members of the court as deputies to chair its meetingsin
the absence of the chair of the court.

(34) But amember of the court who isthe Governor or a Deputy Governor of
the Bank may not be designated under paragraph (a) or (b) of sub-
paragraph (3).

(4) 1f amember of the court has any direct or indirect interest in any dealing
or business with the Bank—

(a) he shall disclose his interest to the court at the time of the dealing or
business being negotiated or transacted, and

(b) he shall have no vote in relation to the dealing or business, unless the
court has resolved that the interest does not give rise to a conflict of
interest.

(5)A member of the court shall have no vote in relation to any question
arising which touches or concerns him but shall withdraw and be absent
during the debate of any matter in which heis concerned.

(6) Subject to sub-paragraphs (3) to (5), the court shall determine its own
procedure (including quorum).

Remuneration

14 (&) The remuneration of the Governor and Deputy Governors of the Bank is
to be determined by a sub-committee of the court of directors consisting
of 3 or more non-executive directors of the Bank.
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(1) A person appointed as Governor or Deputy Governor of the Bank shall
be entitled to be paid by the Bank such remuneration as that sub-
committee may determine.

(2) The Bank may pay, or create and maintain a fund for the payment of,
pensions or capital grants to members, or former members, of the court
who have rendered exclusive services to the Bank.

15 A non-executivedirector of the Bank shall be entitled to be paid by the Bank
such remuneration as the Bank may determine with the approval of the

Chancellor of the Exchequer.

SCHEDULE 2

CASH RATIO DEPOSITS

Eligible institutions

1 (1)Each deposit-taker is an digible ingtitution for the purposes of this

Schedule.

(14) "Deposit-taker" has the meaning given in section 17, except that it does
not include—

(a)acredit union;

(b) afriendly society;

(c) a person who has permission to accept deposits under Part 4A of the
Financial Services and Markets Act 2000 only in the course of
effecting or carrying out contracts of insurancein accordance with that
permission; or

(d) an EEA firm of the kind mentioned in paragraph 5(c) of Schedule 3 to
that Act.

(18) "Credit union™ has the meaning given—

(a) by the Credit Unions Act 1979; or

(b)in Northern Ireland, by the Credit Unions (Northern Ireland) Order
1985.

(1C) "Friendly society" means—

(a)a society which is registered within the meaning of the Friendly
Societies Act 1974; or

(b) asociety incorporated under the Friendly Societies Act 1992.

(2) The Treasury may by order amend sub-paragraphs (1) to (1C) as they
think fit.
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Liability base

2 (1) For the purposes of this Schedule, the liability base of an eligible
ingtitution at any time is the aggregate of those sterling and foreign
currency liabilities of the institution which are eligible liabilities.

(2) The Treasury may by order define eligible liabilities for the purposes of
this paragraph and make provision about the calculation of any
description of eligible liability, including provision for the amount of a
liability of any description to be treated as reduced by the amount of an
asset of any description.

Call notices

3 (1) The Bank may give an dligible institution notice under this paragraph.
(2) Notice under this paragraph ("acall notice") shall be in writing and shall
specify—
(a) the period to which it relates, and
(b)the amount which, in relation to that period, is the institution's
depositable amount.
(3) The period to be specified under sub-paragraph (2)(a)—
(a) shall be a period of 6 months beginning at least 4 working days after
the date of the notice, and
(b) shall not include any part of aperiod specifiedin aprevious call notice
given to the ingtitution concerned.

Calculation of depositable amount

4 (1) Inthe case of any call notice, the amount to be specified under paragraph
3 (2)(b) is the amount, or, as the case may be, the sum of the amounts,
produced by multiplying so much of the institution's average liability
base for the reference period as falls into each value band by the ratio
applicable to that band.

(2) The Bank may use such method to calculate an institution's average
liability base for the purposes of this paragraph as it thinks fit, and may
use different methods for different institutions.

(3) For the purposes of this paragraph, value bands and the ratios applicable
to them are such as may be specified under paragraph 5.
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Value bands and applicable ratios

5 The Treasury may by order specify for the purposes of paragraph 4 value
bands and the ratios applicable to them.

Effect of call notice

6 (1) Where the Bank has given an eligible institution a call notice, then, if at
any time in the period to which the notice relates the following
conditions are met, namely—

(a)theinstitution is an eligible intitution, and

(b) theinstitution does not have on deposit in the appropriate account with
the Bank the amount specified in the notice as its depositable amount
in relation to that period,

the Bank may by notice in writing require the institution to make a

payment in lieu of deposit.

(2) A notice under sub-paragraph (1) shall specify what period it covers, and
the period specified must—

(a) fall within the period to which the call notice relates, and
(b)be a period throughout which the conditions mentioned in sub-
paragraph (1) have been met.

(3) The amount which the Bank may by a notice under sub-paragraph (1)
reguire an institution to pay is an amount equal to interest for the period
covered by the notice, at 4% over the benchmark rate, on the average
shortfall during that period.

(4) The Bank may use such method to calculate the average shortfall as it
thinks fit.

(5)In sub-paragraph (1)(b), the reference to the appropriate account, in
relation to an eligibleinstitution, isto such account of theinstitution with
the Bank asis designated by the Bank for the purposes of this Schedule.

(6) For the purposes of sub-paragraph (3), the shortfall, at any time, is the
amount which the institution needs to deposit to prevent the condition
mentioned in sub-paragraph (1)(b) applying.

Benchmark rate of interest

7 (1) The benchmark rate of interest for the purposes of paragraph 6 (3) isthe
Bank rate.
(2) In this paragraph, "Bank rate" means—
(a) the official Bank rate determined by the Monetary Policy Committee
of the Bank, or
(b) where an order under section 19 of this Act isin force, any equivalent
rate determined by the Treasury under that section.
8 The Treasury may by order amend or replace paragraph 7.
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Power to obtain information

9 (1) The Bank may by notice in writing require an eligible institution to
provide the Bank with such information as may be specified in the
notice, being information which the Bank considers it necessary or
expedient to have for the purposes of its functions under this Schedule.

(2)A notice under sub-paragraph (1) may require information to be
provided—
(@) in such form or manner as may be specified in the notice;
(b) at such time or times as may be so specified;
(c)in relation to such period or periods as may be so specified.

Orders

10 Before making an order under this Schedule, the Treasury shall consult—
(a) the Bank,
(b) such persons as appear to them to be representative of persons likely
to be materially affected by the order, and
(c) such other persons as they think fit.
11 In exercising the power to make orders under paragraph 2 (2) or 5, the
Treasury shall have regard to the financial needs of the Bank.

Interpretation

12 In this Schedule—
"reference period", in relation to acall notice, means the period of 6 months
ending immediately before the month in which the notice is given; and
"working day" means any day other than a Saturday, a Sunday, Christmas
Day, Good Friday or a day which is a bank holiday under the Banking and
Financial Dealings Act 1971 in any part of the United Kingdom.

Modifications for new entrants

13 (1) In its application to the first call notice to be given to an institution or
society after it becomes an eligible institution, this Schedule shall have
effect with the following modifications.
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(2) In paragraph 3 (3)(a), after "period of" thereisinserted " not more than ".

(3) Inparagraph 7 (2), for "the end of the reference period for therelevant call
notice" thereis substituted " such time before the beginning of the period
to which the relevant call notice relates as the Bank thinks fit .

(4) In paragraph 12, in the definition of "reference period", for the words
from "the period" to the end there is substituted "such period prior to the
notice as the Bank thinks fit".

SCHEDULE 2A

FINANCIAL POLICY COMMITTEE

Terms of office of appointed members

1 (1) Appointment under section 9B (1)(d) or (¢) as a member of the Financia
Policy Committee is to be for a period of 3 years, but thisis subject to
sub-paragraph (2) and to paragraph 3.

(2) Initially some appointments may be for shorter and different periods so
asto secure that appointments expire at different times.

2 (1)A person may not be appointed as a member of the Committee under
section 9B (1)(e) more than twice.

(2) For this purpose an appointment which by virtue of paragraph 1 (2) isfor
aperiod of lessthan 3 yearsisto be disregarded.

3 (1) If it appearsto the Chancellor of the Exchequer that in the circumstances
it isdesirableto do so, the Chancellor may, before the end of theterm for
which aperson is appointed asamember of the Committee under section
9B (1)(e), extend the persons's term of office on one occasion for a
specified period of not more than 6 months.

(2) The term being extended may be the person'sfirst or second termor, ina
case where paragraph 2 (2) allows athird term, the person's third term.

(3)If a person whose first term of office is extended is subsequently re-
appointed under section 9B (1)(e)—
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(a) the length of the second term is to be reduced by a period equal to the
extension of the first term, but

(b)the second term may itself subsequently be extended under sub-
paragraph (1).

(4)In a case where a person's second term of office is extended and
paragraph 2 (2) allows athird term, sub-paragraph (3) isto be read as if
the references to first and second terms were references to second and
third terms respectively.

4 (1) A person appointed under section 9B (1)(d) or (¢) may resign the office by
written notice to the Bank.

(2) Where the notice rel ates to a person appointed under section 9B (1)(e), the
Bank must give a copy of the notice to the Treasury.

5 Thetermsand conditions on which a person holds office as amember of the

Committee appointed under section 9B (1)(e) are to be such as the court of

directors of the Bank may determine.

Qualification for appointment

6 (1) Thefollowing persons are disqualified for appointment under section 9B

(1)(d) or(e)—

(a)aMinister of the Crown;

(b)a person serving in a government department in employment in
respect of which remuneration is paid out of money provided by
Parliament.

(2) The following persons are disqualified for appointment under section 9B

1(e)—

(a) a member of the Monetary Policy Committee of the Bank appointed
under section 13 (2)(c);

(b)a member of the Prudential Regulation Committee of the Bank
appointed under section 30A (2)(®).

Removal of appointed members

7 A person appointed under section 9B (1)(d) or (e) vacates office on becoming
aperson to whom paragraph 6 (1)(a) or (b) applies.

8 A person appointed under section 9B (1)(d) vacates office on ceasing to have
executive responsibility within the Bank for the analysis of threats to
financia stability.
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9 (1)The court of directors of the Bank may, with the consent of the
Chancellor of the Exchequer, remove a member appointed under section
9B (1)(d) or () ("M") if it is satisfied—

(a)that M has been absent from 3 or more meetings of the Financial
Policy Committee without the Committee's consent,

(b) that M has become bankrupt, that a debt relief order (under Part 7A of
the Insolvency Act 1986) has been made in respect of M, that M's
estate has been sequestrated or that M has made an arrangement with
or granted atrust deed for M's creditors, or

(c)that M is unable or unfit to discharge M's functions as a member.

(2) The court of directors may, with the consent of the Chancellor of the
Exchequer, also remove a member appointed under section 9B (1)(e) ("
M") if it is satisfied that in all the circumstances M's financial or other
interests are such as substantially to affect the functions as member
which it would be proper for M to discharge.

Meetings

10 (1) The Committee shall meet at least 4 timesin each calendar year.

(2) The Governor of the Bank (or in the Governor's absence the Bank's
Deputy Governor for financia stability) may summon a meeting at any
time on giving such notice as the person giving the notice thinks the
circumstances require.

Proceedings

11 (1) At a meeting of the Committee, the proceedings are to be regulated as
follows.
(2) The quorum isto be 6 (excluding the Treasury's representetive) and of the 6—
(a) one must be the Governor of the Bank or the Bank's Deputy Governor
for financial stability,
(b) unless both those mentioned in paragraph (a) are present, one must be
one of the other Deputy Governors of the Bank, and
(c) one must be a member appointed under section 9B (1)(e).
(3) The chair is to be taken by the Governor of the Bank or, if the Governor
is not present, by the Bank's Deputy Governor for financia stability.
(4) The person chairing the meeting must seek to secure that decisions of the
Committee are reached by consensus wherever possible.
(5) Where that person forms the opinion that consensus cannot be reached, a
decision is to be taken by a vote of all those members present at the
meeting.
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(6) In the event of atie, the person chairing the meeting is to have a second
casting vote.
(7) At ameeting of the Committee—
(a) the Treasury's representative may not vote, and
(b)any view expressed by the Treasury's representative is to be
disregarded in determining under sub-paragraph (4) or (5) whether
there is a consensus.

12 The Committee may, in relation to sub-paragraph (2), (3), (4) or (5) of
paragraph 11, determine circumstances in which a member who is not
present at, but is in communication with, a meeting is to be treated for the
purposes of that sub-paragraph as present at it.

13 The Committee may invite other personsto attend, or to attend and speak at,
any mesting of the Committee.

14 (1) If amember of the Committee ("M") has any direct or indirect interest
(including any reasonably likely future interest) in any dealing or
business which falls to be considered by the Committee—

(a) M must disclose that interest to the Committee when it considers the
dealing or business, and

(b) the Committee must decide whether M isto be permitted to participate
in any proceedings of the Committee relating to any question arising
from its consideration of the dealing or business, and if so to what
extent and subject to what conditions (if any).

(2) The Bank must issue and maintain a code of practice describing how
members of the Committee and the Committee are to comply with sub-
paragraph (1).

(3) The Bank may at any time revise or replace the code.

(4) Before issuing, revising or replacing the code, the Bank must consult the
Treasury.

(5) The Bank must publish the current version of the code in whatever
manner it seesfit.

(6) The Committee must comply with the code when taking decisions under
sub-paragraph (1)(b).

Decisions otherwise than at meetings

15 (1) The Committee may take a decision on a matter without a meeting if —
(a) amajority of eligible members indicate in writing their agreement to
the decision,
(b) the €eligible members who indicate in writing their agreement to the
decision would have constituted a quorum at a meeting of the
Committee, and
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(c) any other requirements determined by the Committee are met.

(2)"Eligible members' are members of the Committee who would have
been entitled to vote on the matter if the matter had been proposed for
decision at a meeting of the Committee.

Power to determine own procedure

16 Subject to paragraphs 11, 14 and 15, the Committee isto determine its own
procedure.

SCHEDULE 3

MONETARY POLICY COMMITTEE

Terms of office of appointed members

1 Appointment as a member of the Committee under section 13 (2)(b) or (c)
shall be for aperiod of 3 years, but thisis subject to paragraph 2B.

2A A person may not be appointed as amember of the Committee under section
13 (2)(c) more than twice.
2B (1) If it appearsto the Chancellor of the Exchequer that in the circumstances
itis desirable to do so, the Chancellor may, before the end of the 3 years
for which a person is appointed as a member of the Committee under
section 13 (2)(c), extend the persons's term of office on one occasion for
a specified period of not more than 6 months.
(2) The term being extended may be the person's first or second term.
(3)If a person whose first term of office is extended is subsequently re-
appointed under section 13 (2)(c)—
(a) the length of the second term is to be reduced by a period equal to the
extension of the first term, but
(b)the second term may itself subsequently be extended under sub-
paragraph (1).
3 (1) A person appointed under section 13 (2)(b) or (c) may resign his office by
written notice to the Bank.
(2) Where the notice rel ates to a person appointed under section 13 (2)(c), the
Bank must give a copy of the notice to the Treasury.
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(2) The termsand conditions on which a person hol ds office as a member of the
Committee appointed under section 13 (2)(c) are to be such as the court of
directors of the Bank may determine.

Qualification for appointment

5 A personisdisgualified for appointment under section 13 (2)(b) or (c) if —
(@) he is a Minister of the Crown, or a person serving in a government
department in employment in respect of which remuneration is payable
out of money provided by Parliament, or
(b) he is amember of the court of directors of the Bank.
5A The following persons are disqualified for appointment under section 13
2)(c)—
(a) a member of the Financial Policy Committee of the Bank appointed
under section 9B (1)(e);
(b)a member of the Prudential Regulation Committee of the Bank
appointed under section 30A (2)(®).
6 The fact that a person has held office under section 13 (2)(b) or (c) does not
disqualify him for further appointment to such office (subject to paragraph
2A).

Removal of appointed members

7 A person appointed under section 13 (2)(b) or (c) shall vacate office if he
becomes a person to whom paragraph 5(a) or (b) applies.

8 A person appointed under section 13 (2)(b) shall vacate office if he ceasesto
carry out monetary policy analysis within the Bank.

9 (1)The court of directors of the Bank may, with the consent of the

Chancellorof the Exchequer, remove a member appointed under section

13 (2)(b) or (c) if it is satisfied—

(a) that he has been absent from the 3 or more meetings of the Monetary
Policy Committee without that Committee's consent,

(b) that he has become bankrupt, that a debt relief order (under Part 7A of
the Insolvency Act 1986) has been made in respect of him, that his
estate has been sequestrated or that he has made an arrangement with
or granted atrust deed for his creditors, or

(c)that he is unable or unfit to discharge his functions as a member.
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(14) The court of directors may, with the consent of the Chancellor of the
Exchequer, also remove a member appointed under section 13 (2)(c) if it
issatisfied that in all the circumstances hisfinancial or other interestsare
such as substantially to affect the functions as member which it would be
proper for him to discharge.

Meetings

10 (1) The Committee shall meet at least 8 timesin each calendar year.
(14) The Committee shall meet at least once in any 10 week period.

Proceedings

11 (1) At a meeting of the Committee, the proceedings shall be regulated as
follows.
(2) The quorum shall be 6, of whom—

(a) one must be the Governor of the Bank or the Deputy Governor for
monetary policy,

(b) unless both those mentioned in paragraph (a) are present, one must be
either the Deputy Governor for financial stability or the Deputy
Governor for markets and banking.

(4) Decisions shall be taken by a vote of all those members present at the
meeting.

(5) In the event of atie, the chairman shall have a second casting vote.

(6) Subject to sub-paragraphs (2) to (5) and paragraph 13B, the Committee
shall determine its own procedure.

12 The Committee may, in relation to sub-paragraph (2), (3) or (4) of paragraph
11, determine circumstances in which a member who is not present at, but
isin communication with, a meeting, isto be treated for the purposes of that
sub-paragraph as present at it.

13 A representative of the Treasury may attend, and speak at, any meeting of
the Committee.

1% The Committee may invite other personsto attend, or to attend and speak at,
any meeting of the Committee.

B (1) If amember of the Committee ("M") has any direct or indirect interest
(including any reasonably likely future interest) in any dealing or
business which falls to be considered by the Committee—

(a) M must disclose that interest to the Committee when it considers the
dealing or business, and
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14

15

(b) the Committee must decide whether M isto be permitted to participate
in any proceedings of the Committee relating to any question arising
from its consideration of the dealing or business, and if so to what
extent and subject to what conditions (if any).

(2) The Bank must issue and maintain a code of practice describing how
members of the Committee and the Committee are to comply with sub-
paragraph (1).

(3) The Bank may at any time revise or replace the code.

(4) Before issuing, revising or replacing the code, the Bank must consult the
Treasury.

(5) The Bank must publish the current version of the code in whatever
manner it seesfit.

(6) The Committee must comply with the code when taking decisions under
sub-paragraph (1)(b).

Report to court of directors of the Bank

The Committee shall at least 8 times in each calendar year, submit a report
on its activities to the court of directors of the Bank.

Parliamentary disqualification

In Part 111 of Schedule 1 to the House of Commons Disqualification Act
1975 (other disqualifying offices), thereisinserted at the appropriate place
— "Member of the Monetary Policy Committee of the Bank of England
appointed under section 13 (2)(b) or (c) of the Bank of England Act 1998.";
and a corresponding amendment is made in Part 111 of Schedule 1 to the
Northern Ireland Assembly Disqualification Act 1975.

SCHEDULE 4

TRANSFER OF FUNCTIONS: SUPPLEMENTARY PROVISIONS

Continuity of exercise of functions

(1) The transfer of functions by this Part shall not affect the validity of
anything done (or having effect as if done) by or in relation to the Bank
before the day on which this Act comesinto force ("the transfer day").
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(2) Anything which, immediately before the transfer day, isin the process of
being done by or in relation to the Bank may, if it relates to any of the
transferred functions, be continued by or in relation to the Authority.

(3) Anything done (or having effect asif done) by, or in relation to, the Bank
before the transfer day for the purpose of, or in connection with, any of
the transferred functions, shall, so far as is required for continuing its
effect on and after that day, have effect asif done by, or in relation to, the
Authority.

(4) Any reference to the Bank in any document constituting or relating to
anything to which the foregoing provisions of this paragraph apply shall,
so far asisrequired for giving effect to those provisions, be construed as
areference to the Authority.

(5) The Treasury may, in relation to any of the transferred functions, by order
exclude, modify or supplement any of the foregoing provisions of this
paragraph or make such other transitional provisions as they think
necessary or expedient.

Transfer of staff

The transfer of functions by this Part shall be regarded for the purposes of
the Transfer of Undertakings (Protection of Employment) Regulations 1981
as the transfer of part of an undertaking, whether or not it would be so
regarded apart from this provision.

Transfer of property, rights and liabilities

(1) The Bank shall make ascheme under this paragraph for the transfer to the
Authority of such of the Bank's property, rights and liabilities as appear
to the Bank appropriate to be so transferred in consequence of the
transfer of functions by this Part.

(2) A scheme under this paragraph made by the Bank shall not be capable of
coming into force unlessit is approved by the Treasury.

(3) The Bank may not submit a scheme under this paragraph to the Treasury
for their approva without the consent of the Authority.

(4) Where a scheme under this paragraph is submitted to the Treasury for
their approval, they may, before approving it, make such modifications
to it as appear to them to be appropriate.

(5) Where this sub-paragraph applies, the Treasury may, after consultation
with the Bank and the Authority, make a scheme under this paragraph for
the transfer to the Authority of such of the Bank's property, rights and
liabilities as appear to them appropriate to be so transferred in
consequence of the transfer of functions by this Part.

(6) Sub-paragraph (5) appliesif—
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(a)the Bank fails, before such time as may be notified to it by the
Treasury as the latest time for submission of a scheme under this
paragraph, to submit such a scheme to them for their approval, or

(b) the Treasury decide not to approve a scheme that has been submitted
to them by the Bank (either with or without modifications).

(7) A scheme under this paragraph shall come into force on such day asthe
Treasury may by order appoint.

(8) When a scheme under this paragraph comes into force, the property,
rights and liabilities of the Bank to which the scheme relates shall, by
virtue of this paragraph and without further assurance, be transferred to
and vested in the Authority in accordance with the provisions of the
scheme.

(9) The Bank shall provide the Treasury with all such information and other
assistance as they may reasonably require for the purposes of, or
otherwise in connection with, the exercise of any power conferred on
them by this paragraph.

4 (1) The property, rights and liabilities capable of being transferred in
accordance with a scheme under paragraph 3 shall include property,
rights and liabilities that would not otherwise be capable of being
transferred or assigned by the Bank.

(2) The transfers authorised by sub-paragraph (1) include transfers which are
to take effect asif there were—

(a) no such requirement to obtain any person's consent or concurrence,

(b)no such liability in respect of a contravention of any other
reguirement, and

(c) no such interference with any interest or right,

as there would be, in the case of any transaction apart from this Act, by

reason of provisions having effect (whether under any enactment or

agreement or otherwise) in relation to the terms on which the Bank is
entitled or subject in relation to any property, right or liability.

5 (1) A scheme under paragraph 3 may also contain provision—

(a)for rights and liahilities to be transferred so as to be enforceable by or
against both the Bank and the Authority,

(b) for the creation in favour of the Bank of an interest or right in or in
relation to property transferred in accordance with the scheme,

(c)for giving effect to atransfer to the Authority in accordance with the
scheme by the creation in favour of the Authority of aninterest or right
inor in relation to property retained by the Bank,

(d) for imposing on the Bank and the Authority obligations to enter into
such written agreements with each other as may be specified in the
scheme, and

(e)for imposing on either one of them obligations to execute such
instruments in favour of the other as may be so specified.
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(2) An obligation imposed by a provision included in a scheme by virtue of
sub-paragraph (1)(d) or (e) shall be enforceable by civil proceedings by the
Bank or the Authority for an injunction or for any other appropriate relief.

(3)A transaction of any description effected in pursuance of a provision
included in a scheme by virtue of sub-paragraph (1)(d) or (e)—

(a) shall have effect subject to the provisions of any enactment which
provides for transactions of that description to be registered in any
statutory register, but

(b) subject to that, shall be binding on all other persons, notwithstanding
that it would, apart from this provision, have required the consent or
concurrence of any other person.

6 (DA scheme under paragraph 3 may make such supplemental,
consequential and transitional provision for the purposes of, or in
connection with, any transfer of property, rights or liabilities for which
the scheme provides or in connection with any other provisions
contained in the scheme as the Bank may consider appropriate.

(2) In particular, such a scheme may provide—

(a) that for purposes connected with any transfer made in accordance with
the scheme (including the transfer of rights and liabilities under an
enactment) the Authority is to be treated as the same person in law as
the Bank,

(b) that, so far as may be necessary for the purposes of or in connection
with any such transfer, agreements made, transactions effected and
other things done by or in relation to the Bank are to be treated as
made, effected or done by or in relation to the Authority,

(c) that, so far asmay be necessary for the purposes of or in connection with
any such transfer, references to the Bank in any agreement (whether or
not in writing), deed, bond, instrument or other document are to have
effect with such modifications as are specified in the scheme,

(d)that proceedings commenced by or against the Bank are to be
continued by or against the Authority, and

(e) that the Bank and the Authority are to co-operate with each other for
the purposes of and in connection with the scheme.

SCHEDULE 5
TRANSFER OF FUNCTIONS: CONSEQUENTIAL AMENDMENTS
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CHAPTERIII
BANKING COORDINATION (SECOND COUNCIL DIRECTIVE)
REGULATIONS 1992
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CHAPTER 111
OTHER ENACTMENTS

Consumer Credit Act 1974 (c. 39)

36 Inthe Consumer Credit Act 1974, in section 16 (3)(f), for "Bank of England"
thereis substituted "Financia Services Authority".

Insolvency Act 1986 (c. 45)

37 IntheInsolvency Act 1986, in section 422 (1), for "Bank of England” there
is substituted "Financia Services Authority".

Building Societies Act 1986 (c. 53)

38 (1) Section 101 of the Building Societies Act 1986 is amended as follows.
(2)In subsection (4), for "Bank", in both places, there is substituted
"Authority".
(3) In subsection (6)—
(a)for the definition of "the Bank" there is substituted—
""the Authority" means the Financial Services Authority", and
(b)in paragraph (c) of the definition of "financial institution", for “Bank"
there is substituted " Authority".

Financial Services Act 1986 (c. 60)
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Insolvency (Northern Ireland) Order 1989 Si. 1989/2405 (N.I. 19)

40 In the Insolvency (Northern Ireland) Order 1989, in Article 366, for "Bank
of England" there is substituted "Financial Services Authority".

Courts and Legal Services Act 1990 (c. 41)

41 (1) The Courts and Legal Services Act 1990 is amended as follows.

(2) In sections 37 (8)(a) and 48 (4)(a), the words " by the Bank of England” are
omitted.

(3) In section 52 (6)—
(a) in paragraph (a), the words "by the Bank of England" are omitted, and
(b)for "with the Bank of England" thereis substituted "with the Financial

Services Authority".

(4)In section 54 (1), in the inserted subsection (2)(eXi), the words "by the

Bank of England," are omitted.

Charities Act 1993 (c. 10)

Building Societies Act 1997 (c. 32)

B (1) Section 32 of the Building Societies Act 1997 is amended as follows.
(2) In subsection (1), for "Bank" there is substituted " Authority".
(3) In subsection (3)(a), for "Governor of the Bank" there is substituted "
Chairman of the Authority ".
(4) In subsection (7), for the definition of "the Bank" there is substituted—
""the Authority" means the Financial Services Authority."

PART I1
SUPERVISION UNDER SECTION 43 OF THE FINANCIAL
SERVICESACT 1986

Financial Services Act 1986 (c. 60)
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Investment Services Regulations 1995 (S.I. 1995/3275)

A5,
PART I11
SUPERVISION UNDER SECTION 171 OF THE COMPANIES
ACT 1989

Companies Act 1989 (c. 40)

46 The Companies Act 1989 is amended as follows.
P
48 (1) Section 176 is amended as follows.
(2) In subsection (2)(b), for "Bank of England” thereis substituted " Financial
Services Authority ".
(3) For subsection (6) there is substituted—
"(6) Before making regulations under this section relating to adescription
of charges defined by reference to their being granted in favour of a
person included in the list maintained by the Financial Services
Authority for the purposes of section 171, or in connection with
exchange facilities or clearing services provided by a person
included in that list, the Secretary of State and the Treasury shall
consult the Authority and the Bank of England.
(6A) Before making regul ations under this section relating to adescription
of charges defined by referenceto their being granted in favour of the
Bank of England, or in connection with settlement arrangements
provided by the Bank, the Secretary of State and the Treasury shall
consult the Bank."

Companies (No. 2) (Northern Ireland) Order 1990 (S.I. 1990/1504 (N.1. 10))

49 (1) The Companies (No. 2) (Northern Ireland) Order 1990 is amended as
follows.
50 In article 93 (3), for "and the Bank of England” there is substituted ", the
Bank of England and the Financial Services Authority".
51 (1) Article 98 is amended as follows.
(2) In paragraph (2)(b), for "Bank of England” thereis substituted "Financial
Services Authority".
(3) For paragraph (6) there is substituted—
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"(6) Before making regulations under this Articlerelating to adescription
of charges defined by reference to their being granted in favour of a
person included in the list maintained by the Financial Services
Authority for the purposes of section 171 of the Companies Act
1989, or in connection with exchange facilities or clearing services
provided by a person included in that list, the Department shall
consult the Treasury, the Authority and the Bank of England.

(6A) Before making regulations under this Article relating to a description
of charges defined by referenceto their being grantedin favour of the
Bank of England, or in connection with settlement arrangements
provided by the Bank, the Department shall consult the Treasury and
the Bank."

PART IV
GENERAL: DISCLOSURE OF INFORMATION

CHAPTERII
BANKING ACT 1987

CHAPTERII
OTHER ENACTMENTS

Consumer Credit Act 1974 (c. 39)

60 In section 174(3A) of the Consumer Credit Act 1974—
(@for "Bank of England" there is substituted "Financial Services
Authority", and
(b)for "Bank" there is substituted "Authority".
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Insurance Companies Act 1982 (c. 50)

Building Societies Act 1986 (c. 53)

64 (1) The Building Societies Act 1986 is amended as follows.

(2) In section 53, in subsection (5)—

(a)for "Bank of England”, in the first place where it occurs, there is
substituted "Financia Services Authority",

(b) for paragraph (b) there is substituted—

"(b) by the Authority of any of its functions under the Banking Act
1987 or as a supervisor of money market institutions;", and

(c)for "Bank of England”, in the second place where it occurs, there is
substituted "Authority"”.

(3) In that section, after subsection (5) thereis inserted—

"(54) Nothing in subsection (1) above prohibits the disclosure of
information to the Bank of England where, in the opinion of the
Commission, it is desirable or expedient that the information should
be disclosed with aview to facilitating the discharge—

(a) by the Commission of any of its functions under this Act; or
(b) by the Bank of any of itsfunctions;
nor does subsection (1) above prohibit further disclosure of the
information by the Bank of England with the consent of the
Commission."

(4) In section 54(3A)—

(a)for "Bank of England”, in the first place where it occurs, there is
substituted "Financial Services Authority, other than in its capacity as
adesignated agency within the meaning of the Financial Services Act
1986,", and

(b)for "Bank of England", in the second place where it occurs, there is
substituted "Financial Services Authority".
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Financial Services Act 1986 (c. 60)

8D
Companies Act 1989 (c. 40)
B0 .
Courtsand Legal Services Act 1990 (c. 41)
B
Friendly Societies Act 1992 (c. 40)
L

Pension Schemes Act 1993 (c. 48)

69 (1) The Pension Schemes Act 1993 is amended as follows.
(2)In section 149 (6)(e), for "Bank of England" there is substituted
"Financia Services Authority".
(3)In section 158A (1), in the Table, in the entry relating to the Bank of
England, for the wordsin the second column there is substituted "Any of
its functions', and after that entry thereis inserted—

"The Financia Services Authority. Functions under the Financial Services
Act 1986 (other than as a designated
agency within the meaning of that Act),
the Banking Act 1987 or section 171 of
the Companies Act 1989."

Pension Schemes (Northern Ireland) Act 1993 (c.49)

70 (1) The Pension Schemes (Northern Ireland) Act 1993 is amended as
follows.
(2)In section 145 (6)(e), for "Bank of England" there is substituted
"Financia Services Authority"”.
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(3)In section 154A (1), in the Table, in the entry relating to the Bank of
England, for the wordsin the second column there is substituted " Any of
its functions', and after that entry there is inserted—

"The Financia Services Authority. Functions under the Financial Services
Act 1986 (other than as a designated
agency within the meaning of that Act),
the Banking Act 1987 or section 171 of
the Companies Act 1989."

Pensions Act 1995 (c. 26)

Pensions (Northern Ireland) Order 1995 (S.1. 1995/3213 (N.I. 22))

72 In Article 105(1) of the Pensions (NorthernIreland) Order 1995, in the
Table, in the entry relating to the Bank of England, for the words in the
second column there is substituted "Any of its functions', and after that

entry thereisinserted—

"The Financia Services Authority. Functions under the Financial Services
Act 1986 (other than as a designated
agency within the meaning of that Act),
the Banking Act 1987 or section 171
ofthe Companies Act 1989."
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SCHEDULE 6A
PRUDENTIAL REGULATION COMMITTEE

Interpretation

1 Inthis Schedule—
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"chief executive for prudential regulation” means the Deputy Governorfor
prudential regulation, acting in his or her capacity as a member of the
Committee or by virtue of a delegation under paragraph 17;

"the Committee" means the Prudential Regulation Committee;

"prudential regulation strategy" means the strategy determined by the
Prudential Regulation Authority under section 2E of the Financial Services
and Markets Act 2000.

Appointment of members by Chancellor

2 Before appointing a person as a member of the Committee under section
30A (2)(8), the Chancellor of the Exchequer must—
(a) be satisfied that the person has knowledge or experience which is
likely to be relevant to the Committee's functions, and
(b) consider whether the person has any financial or other interests that
could substantially affect the functions as member that it would be
proper for the person to discharge.

Term of office of appointed members

3 (1) Appointment as a member of the Committee under section 30A (2)(f) or
(8) isto befor aperiod of 3 years, but thisis subject to sub-paragraph (2)
and to paragraph 5.

(2) Initially some appointments may be for shorter and different periods so
asto secure that appointments expire at different times.

4 (1)A person may not be appointed as a member of the Committee under
section 30A (2)(&) more than twice.

(2) For this purpose an appointment which by virtue of paragraph 3 (2) isfor
aperiod of lessthan 3 yearsisto be disregarded.

5 (1) If it appearsto the Chancellor of the Exchequer that in the circumstances
it isdesirableto do so, the Chancellor may, before the end of theterm for
which aperson is appointed as amember of the Committee under section
30A (2)(8), extend the person's term of office on one occasion for a
specified period of not more than 6 months.

(2) The term being extended may be the person'sfirst or second term or, ina
case where paragraph 4 (2) allows athird term, the person's third term.

(3)If a person whose first term of office is extended is subsequently re-
appointed under section 30A (2)(&)—
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(a) the length of the second term is to be reduced by a period equal to the
extension of the first term, but
(b) the second term may itself be extended under sub-paragraph (1).

(4)In a case where a person's second term of office is extended and
paragraph 4 (2) alows a third term, sub-paragraph (3) is to be read as if
the references to first and second terms were references to second and
third terms respectively.

6 (1) A person appointed under section 30A (2)(f) or (8) may resign the office
by written notice to the Bank.

(2) Where the notice relates to a person appointed under section 30A (2)(®)
the Bank must give a copy of the notice to the Treasury.

Terms and conditions of appointment

7 (1) Theterms on which a person is appointed as amember of the Committee
under section 30A (2)(&) must be such as—
(a) to secure that the member is not subject to direction by the Bank or the
Treasury,
(b) to require the member not to act in accordance with the directions of
any other person, and
(c) to prohibit the member from acquiring any financial or other interests
that have a material effect on the extent of the functions as member
that it would be proper for the member to discharge.
(2) The terms and conditions on which a person holds office as amember of
the Committee appointed under section 30A (2)(8) are to be determined
by the court of directors.

Qualification for appointment

8 (1) The following persons are disqudified for appointment under section
30A 2)(f) or (©)—

(a) aminister of the Crown;

(b)a person serving in a government department in employment in
respect of which remuneration is paid out of money provided by
Parliament.

(2) The following persons are disqualified for appointment under section
30A 2)©)—

(a) a member of the Financial Policy Committee of the Bank appointed
under section 9B (1)(e);

(b) a member of the Monetary Policy Committee of the Bank appointed
under section 13 (2)(c).
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Removal of appointed members

9 (1)A person appointed under section 30A (2)(f) or (2) vacates office on
becoming a person to whom paragraph 8 (1) applies.

(2) The court of directors of the Bank may, with the consent of the
Chancellor of the Exchequer, remove amember appointed under section
30A (2)(f) or (&) ("M") if it is satisfied—

(a)that M has been absent from 3 or more meetings of the Prudential
Regulation Committee without the Committee's consent,

(b) that M has become bankrupt, that a debt relief order (under Part 7A of
the Insolvency Act 1986) has been made in respect of M, that M's
estate has been sequestrated or that M has made an arrangement with
or granted atrust deed for M's creditors, or

(c)that M is unable or unfit to discharge M's functions as a member.

(3) The court of directors may, with the consent of the Chancellor of the
Exchequer, also remove a member appointed under section 30A (2)©) ("
M") if it is satisfied that in all the circumstances M's financial or other
interests are such as substantially to affect the functions as member
which it would be proper for M to discharge.

Decision making
10 (1) Decisions of the Committee must be taken either—
(a) at ameeting of the Committee in accordance with paragraphs 11 to 15,
or
(b) in writing in accordance with paragraph 16.
(2) Subject to paragraphs 11 to 16, the Committee is to determine its own
procedure.

Meetings

11 The Governor of the Bank or any Deputy Governor of the Bank who is a
member of the Committee may summon a meeting at any time by giving
such notice asthe person giving the notice thinks the circumstances require.

12 (1) At a meeting of the Committee, the proceedings are to be regulated as

follows.
(2) The quorum isto be determined by the Committee, but it must be not less
than 3 and of those 3—
(a) one must be the Governor of the Bank, the Bank's Deputy Governor
for financial stability or the Bank's Deputy Governor for markets and
banking,
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(b)unless both the Governor and the Bank's Deputy Governor for
financial stability are present, one must be the Bank's Deputy
Governor for prudential regulation, and

(c) one must be a member appointed under section 30A (2)(Q).

(3) The chair is to be taken by the Governor of the Bank or, if the Governor
is not present, by the Deputy Governor for financial stability or the
Deputy Governor for markets and banking.

(4) The person chairing the meeting must seek to ensure that decisions of the
Committee are reached by consensus wherever possible.

(5) Where that person forms the opinion that consensus cannot be reached, a
decision is to be taken by a vote of al those members present at the
meeting (subject to paragraphs 13 and 14).

(6) In the event of atie, the person chairing the meeting is to have a second
casting vote.

13 The chief executive of the Financial Conduct Authority must not take part

in any discussion by or decision of the Committee which relates to—

(a) the exercise of any functions of the Prudential Regulation Authority in
relation to a particular person, or

(b) adecision not to exercise those functions.

14 (1) If a member of the Committee ("M") has any direct or indirect interest
(including any reasonably likely future interest) in any dealing or
business which falls to be considered by the Committee—

(a) M must disclose that interest to the Committee when it considers the
dealing or business, and

(b) the Committee must decide whether M isto be permitted to participate
in any proceedings of the Committee relating to any question arising
from its consideration of the dealing or business, and if so to what
extent and subject to what conditions (if any).

(2) The Bank must issue and maintain a code of practice describing how
members of the Committee and the Committee are to comply with sub-
paragraph (1).

(3) The Bank may at any time revise or replace the code.

(4) Before issuing, revising or replacing the code, the Bank must consult the
Treasury.

(5) The Bank must publish the current version of the code in whatever
manner it seesfit.

(6) The Committee must comply with the code when taking decisions under
sub-paragraph (1)(b).
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15 (1) The Committee may determine circumstancesin which amember whois
not present at, but isin communication with, ameeting isto be treated as
present at it for the purposes of paragraph 12.

(2) The Committee may invite other personsto attend, or to attend and speak
at, any meeting of the Committee.

Decisions otherwise than at meetings

16 (1) The Committee may take a decision on a matter without a meeting if —

(a) amajority of eligible members indicate in writing their agreement to
the decision,

(b) the €eligible members who indicate in writing their agreement to the
decison would have constituted a quorum at a meeting of the
Committee, and

(c) any other requirements determined by the Committee are met.

(2)"Eligible members' are members of the Committee who would have
been entitled to vote on the matter if the matter had been proposed for
decision at a meeting of the Committee.

Delegation of functions

17 (1) The Committee may delegate such of its functions as it thinks fit to—

(a) amember of the Committee,

(b) a sub-committee of the Committee consisting of —
(1) members of the Committee, or
(ii) one or more members of the Committee and one or more officers,

employees or agents of the Bark,

(c) an officer, employee or agent of the Bank, or

(d) acommittee consisting of officers, employees or agents of the Bank.

Thisis subject to sub-paragraphs (2) and (9).

(2) The Committee must delegate to the chief executive for prudentia

regulation the following functions—

(a) preparing for consideration by the Committee drafts of a prudential
regulation strategy and any proposed revisions to that strategy;

(b) preparing for consideration by the Committee drafts of the annual
budget required by paragraph 18 and any proposed variations of that
budget;

— 214 —

BDAF ¢@RTAFENR RN N fr2 &
Foalie 2% 128202 IR €3 o
@ &F ¢ FHGFAE AL §R SFR §RE 2T

2B
B v °

(@ &@%ﬁﬁjé [l L=
CEEERS P S a3 111t
T A, ME
)L F ¢¥re 2 HBiEiro
@ TERSE ) GH L ¢ FRFARRFIRILF > 57
Fod-fE2 A f

R

1“Di§?w%i%ﬁ’@%ﬂ%ﬁﬁ%Tﬂ&E§£$F
c R EFQFD HOIFRT—
(a)iEié’%“Ei
b d THEFer2 LF ¢ HBLT §—
A 2F ¢~ &
() ZF ¢XF 1+t >0z j\ﬁ%\;ﬁ SR AT
ARILA LA

(C)ﬂ\ﬁﬁl‘*«ﬁ' ‘"“fa: Favihzm A gt
(@ﬁﬁﬂﬁ A F AR & o
2) i Fog kT s "Blk%zim FIETOHFLER - R
& % (97 R —
<®ﬁfﬂiié%%i%@§gﬁﬁiﬁaz%gi
B ER



Bank of England Act 1998

(c) the day to day management of the Bank's functions as the Prudential
Regulation Authority;

(d) the day to day implementation of the prudential regulation strategy.

Thisis subject to sub-paragraph (9).

(3) A delegation under sub-paragraph (2)—

(a) must identify any decisions (within sub-paragraph (9) or otherwise)
that are not included in the delegation;

(b) may be on such terms and subject to such conditions as the Committee
thinksfit.

(4) Those terms and conditions—

(@may include provision about the manner of the exercise of the
delegated functions;
(b) may be revised by the Committee from time to time.

(5) Sub-paragraph (2) does not apply in the event of a vacancy in the office
of Deputy Governor for prudential regulation.

(6) The Bank must publish a statement setting out—

(a)the functions which the Committee has delegated to the chief
executive for prudential regulation,

(b) the terms and conditions on which each delegation is made, and

(c)any decisions (within sub-paragraph (9) or otherwise) that are not
included in the delegations.

(7)If there is a material change to any of those matters, the Bank must
publish arevised statement.

(8) Therequirement to delegate the functions mentioned in sub-paragraph (2)
to the chief executive for prudential regulation does not prevent further
delegation of those functions by the chief executive.

(9) The Committee may not delegate the following functions—

(a) reporting to the Chancellor of the Exchequer under paragraph 19;

(b) making rules under the Financial Services and Markets Act 2000;

(c) determining, reviewing and revising the prudential regulation strategy
under section 2E of that Act;

(d) giving and reviewing guidance under section 2| of that Act;

(e) giving and revoking directions under section 3l, 3J, 3M, 316 or 318 of
that Act;

(f) issuing statements under section 63ZD, 63C, 69, 142V, 192H, 192N,
210 or 345D of that Act;
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(fal making technical standards in accordance with Chapter 2A of Part 9A
of that Act;

(8)issuing statements under section 80 of the Financial Services Act
2012.

(h) making EU Exit instruments under the Financial Regulators' Powers
(Technical Standards) (Amendment etc.) (EU Exit) Regulations 2018.

Prudential regulation budget

18 (1) The Committee must, with the approval of the court of directors, for each
of the Bank's financial years adopt an annual budget for the Bank's
functions as the Prudential Regulation Authority.

(2) The budget must be adopted before the start of thefinancial year towhich
it relates.

(3) The Committee may, with the approval of the court of directors, vary the
budget for afinancia year at any time after its adoption.

(4) The Bank must publish each budget, and each variation of a budget, in
whatever way it thinks appropriate.

Annual reports

19 At least once ayear the Committee must make areport to the Chancellor of
the Exchequer on—

(a)the adequacy of the resources allocated, in the period to which the
report relates, to the Bank's functions as the Prudential Regulation
Authority, and

(b)the extent to which the exercise of the Bank's functions as the
Prudential Regulation Authority is independent of the exercise of its
other functions.

SCHEDULE 7
RESTRICTION ON DISCLOSURE OF INFORMATION

Restricted information

1 (1) Subject to sub-paragraph (2), information is restricted information for the
purposes of this paragraph if —
(a)it is obtained by the Bank by virtue of the power conferred by section
17 (1) or paragraph 9 of Schedule 2 (whether or not it was obtained
pursuant to a notice under that provision), and
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(b) it relates to the business or other affairs of any person.
(2) Information is not restricted information for the purposes of this
paragraph if —
(a) it has been made available to the public from other sources, or
(b)itisinthe form of a summary or collection of information so framed
as not to enable information relating to any particular person to be as
certained from it.
(3) Except as permitted by the following provisions of this Schedule,
restricted information shall not be disclosed by—
(a)the Bank or any officer or employee of the Bank, or
(b) any person obtaining the information directly or indirectly from the
Bank,
without the consent of the person from whom the Bank obtained the
information and, if different, the person to whom the information relates.
(4) Any person who disclosesinformation in contravention of this paragraph
shall be guilty of an offence and liable—
(a) on conviction on indictment, to imprisonment for aterm not exceeding
2 years, or to afine, or to both;
(b)on summary conviction, to imprisonment for a term not exceeding 3
months, or to afine not exceeding the statutory maximum, or to both.

Disclosure for the purposes of the Bank's functions

2 (1) Paragraph 1 does not preclude the disclosure of information in any case
in which disclosure is for the purpose of enabling or assisting the Bank
to discharge—

(a)its functions as a monetary authority,
(b)its functions as a supervisor of systems for the transfer of funds
between credit institutions and their customers,

(c)itsfunctions under Schedule 2, or
(d)its functions as the Prudential Regulation Authority.

(2)"Credit institution" means an undertaking whose business is to receive
deposits or other repayable funds from the public and to grant credits for
its own account.
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Disclosure by the Bank to other authorities RITH AWK 2755

3.(D) AR EMB TN HA S Lol M R % 24
P\ BAEA e F 0 R fH R R TR B3k

3 (1) Paragraph 1 does not preclude the disclosure by the Bank of information
to any authority specified in the first column of the following Tableif the
Bank considers that the disclosure would enable or assist that authority

to discharge any of the functions specified in relation to it in the second BRI AR LBRT 2
column of that Table. it 2
Table
Authority Functions # A
The Treasury. Functions under the Financial P FTn %OQO % éiﬁﬂﬁiﬂ SR NERL g
Servicesand Markets Act 2000. o E?“ i
The Secretary of State. Functions under the Financial Services PRSE 2000 # £ FPRIEZ T P2 SRR

An inspector appointed under Part 14 of
the Companies Act 1985

A person authorised to exercise powers
under section 447 of the Companies Act
1985 or section 84 of the Companies Act
1989.

A person appointed under—

(a) section 167 of the Financial Services
and Markets Act 2000,

(b) subsection (3) or (5) of section 168 of
that Act, or

(c) section 284 of that Act,

to conduct an investigation.

The Financial Conduct Authority

and Markets Act 2000.

Functions under that Part.

Functions under that section.

Functions in relaion to that
investigation.

Functions under thelegidation relating to
friendly societies, the Building Societies
Act 1986, Part 7 of the Companies Act
1989 or the Financia Services and
Markets Act 2000.
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The Chancellor of the Exchequer (or any
person to whom any functions of the
Chancellor of the Exchequer under the
Statistics of Trade Act 1947 are
del egated)

The Pensions Regulator

The Payment Systems Regulator
established under section 40 of the
Financial Services (Banking Reform)
Act 2013

Functions under the Statistics of Trade
Act 1947.

Functions conferred by or by virtue of —

(a) the Pension Schemes Act 1993,

(b) the Pensions Act 1995,

(c) the Welfare Reform and Pensions Act
1999,

(d) the Pensions Act 2004, or

(e) any enactment in force in Northern
Ireland  corresponding to an
enactment mentioned in paragraphs
(a) to (d) above.

Functions conferred by, or by virtue of,
that Act, the Payment Card Interchange
Fee Regulations 2015 and the Payment
Services Regulations 2017.
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(2) The Treasury may by order amend the Table in sub-paragraph (1) by—

(a)adding any public or other authority and specifying functions in

relation to it,

(b) removing any authority for the time being specified in the Table, or

(c)atering the functions for the time being specified in the Table in

relation to any authority.

(3) The Treasury may by order restrict the circumstancesin which, or impose
conditions subject to which, disclosure is permitted in the case of any

authority for the time being specified in the Table.

(4) Before making an order under this paragraph, the Treasury shall consult

the Bank.

Onward disclosure

4 (1) Paragraph 1 does not preclude the disclosure by any authority specified
inthefirst column of the Tablein paragraph 3 (1) of information obtained

by it by virtue of that provision if it makes the disclosure—
(a) with the consent of the Bank, and

(b)for the purpose of enabling or assisting it to discharge any functions

specified in relation to it in the second column of that Table.
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(2) Before deciding whether to give its consent to disclosure under this
paragraph, the Bank shall take account of such representations as the
authority proposing to make the disclosure may make about the
desirability of or necessity for the disclosure.

Other permitted disclosures

5 Paragraph 1 does not preclude the disclosure of information—

(a)with aview to the institution of, or otherwise for the purposes of, any
proceedings in connection with a payment due under Schedule 2
(payment in lieu of cash ratio deposit),

(b) with aview to the ingtitution of, or otherwise for the purposes of, any
criminal proceedings, whether under this Act or otherwise, or

(c)in pursuance of any EU obligation.

SCHEDULE 8
TRANSITIONAL PROVISIONS AND SAVINGS

Bank's immunity from suit

Pre-commencement consultation

6 If, before the day on which this Act comes into force, anything is done
which, had it been done after that day, would to any extent have satisfied—
(a) any requirement to consult before making an order under this Act, or
(b) any requirement of paragraph 2 (1) of Schedule 6,
that requirement shall to that extent be taken to have been satisfied.
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Member ship of the Deposit Protection Board
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Chapter Short title Extent of repeal 3 A #& Ji& 1k 3R
1946 & % 27 5 | 1946 = & #3421 | % 2152 % 455 (2)7 -
1946 c. 27. The Bank of England Act ~ Sections 2 and 4 (2). 7 W 2
1946. Schedule 2. - T
In  Schedue 7, in Rl 7 %5 1B S (2 2
paragraph 1 (2), thewords Fz 3 *x WALE R 2
"and the Governor of the R
Bank of England acting T5 ) %%
jointly".
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BANK OF JAPAN ACT

BANK OF JAPAN ACT
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Chapter |
Chapter I1
Chapter I11
Chapter 1V
Chapter V
Chapter VI
Chapter VI

Chapter VI1I

Chapter IX

Chapter X

General Provisions (Article 1 - Article 13)

Policy Board (Article 14 - Article 20)
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Chapter | General Provisions

(Purpose)

Article 1

(1) The purpose of the Bank of Japan, or the central bank of Japan, isto issue
banknotes and to carry out currency and monetary control.

(2) In addition to what is prescribed in the preceding paragraph, the Bank of
Japan's purpose is to ensure smooth settlement of funds among banks and
other financial institutions, thereby contributing to the maintenance of
stability of the financial system.

(ThePrinciple of Currency and Monetary Control)

Article 2

Currency and monetary control by the Bank of Japan shall be aimed at
achieving price stability, thereby contributing to the sound development of the
national economy.

(Respectingthe Autonomy of the Bank of Japan and Ensuring Transpar ency)

Article 3

(1) The Bank of Japan's autonomy regarding currency and monetary control
shall be respected.

(2) The Bank of Japan shall endeavor to clarify to the citizen the content of its
decisions, as well as its decision-making process, regarding currency and
monetary control.

(Rélationship with the Gover nment)

Article 4

The Bank of Japan shall, taking into account the fact that currency and
monetary control is acomponent of overall economic policy, aways maintain
close contact with the government and exchange views sufficiently, so that its
currency and monetary control and the basic stance of the government's
economic policy shall be mutually compatible.
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(Public Nature of the Bank of Japan's Business and |ts Autonomy)

Article 5

(1) Inlight of the public nature of its business and property, the Bank of Japan
shall endeavor to conduct its businessin a proper and efficient manner.

(2) In implementing this Act, due consideration shall be given to the autonomy
of the Bank of Japan's business operations.

(Juridical Personality)
Article 6
The Bank of Japan shall be ajuridical person.

(Head Office and Branch Offices, etc.)

Article 7

(1) The Bank of Japan shall locate its head office in Tokyo.

(2) The Bank of Japan may, pursuant to an Ordinance of the Ministry of Finance
and upon authorization from the Minister of Finance, establish, relocate, or
abolish offices including branch offices.

(3) The Bank of Japan may, pursuant to an Ordinance of the Ministry of Finance
and upon authorization from the Minister of Finance, establish or abolish
agencies that perform a part of the Bank's business.

(4) If an application for authorization set forth in the preceding two paragraphs
has been filed but the Minister of Finance has denied it, he/she shall make
public thisdenial of authorization and the reason therefor promptly, together
with the content of the requested application.

(Stated Capital)

Article 8

(1) The amount of the Bank of Japan's stated capital shall be one hundred
million yen to be contributed to by both the government and non-
governmental persons.

(2) Of the amount of stated capital set forth in the preceding paragraph, the
amount of contribution by the government shall be no less than fifty-five
million yen.

(Investment Securities)

Article 9

(1) The Bank of Japan shall issue investment securities for capital contribution
pursuant to paragraph 1 of the preceding Article.

(2) Other matters concerning investment securities set forth in the preceding
paragraph, as well as matters concerning capital contribution in general,
shall be specified by a Cabinet Order.
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(Transfer of Equity)

Article 10

Contributoriesto the Bank of Japan's capital may, pursuant to a Cabinet Order,
transfer their equity or put it in pledge.

(Articles of Incor poration)
Article 11
(1) The Bank of Japan shall stipulate the following matters in its articles of
incorporation:
(i) Purposg;
(ii) Officia name;
(iii) Locations of the head office and branch offices;
(iv) Matters concerning the stated capital and contribution;
(v) Matters concerning the Policy Board;
(vi) Matters concerning officers;
(vii) Matters concerning its business and the execution thereof;
(viii) Matters concerning the issuance of banknotes;
(ix) Matters concerning accounting;
(X) Meansfor public notice and publication.
(2) Any amendments to the articles of incorporation shall not come into effect
unless authorized by the Minister of Finance and the Prime Minister.
(3) The provisions of Article 7, paragraph 4 shall apply mutatis mutandisto the
authorization set forth in the preceding paragraph.

(Registration)

Article 12

(1) The Bank of Japan shall register relevant matters pursuant to a Cabinet
Order.

(2) Mattersto be registered as prescribed in the preceding paragraph may not be
asserted against a third party unless having been registered.

(Restriction on Use of the Bank of Japan's Name)

Article 13
No person other than the Bank of Japan may use the name "Bank of Japan.”
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Chapter Il Policy Board

(Establishment)

Article 14

A Policy Board (hereinafter referred to asthe "Board" in this and the following
Chapter) shall be established in the Bank of Japan.

(Authority)

Article 15

(1) The following matters concerning currency and monetary control shall be
decided by the Board:

0]

(i)

(iii)

(iv)

v)

Determining or atering the basic discount rate and other discount
rates pertaining to the discounting of negotiable instruments set
forth in Article 33, paragraph 1, item (i), as well as the types and
conditions of negotiable instruments pertaining to the said
discounting;

Determining or altering the basic loan rate and other loan rates
pertaining to the loans set forth in Article 33, paragraph 1, item
(ii), as well as the types, conditions, and value of collateral
pertaining to the said loans;

Determining, altering, or abolishing reserve requirement ratios,
the base date, and other matters prescribed in Article 4, paragraph
1 of the Act on Reserve Deposit Requirement System (Act No.
135 of 1957);

Determining or atering the guidelinesfor financial market control
(currency and monetary control conducted through financial
markets [including open market operations]) through such
measures as the buying and selling of negotiable instruments,
bonds, or electronically recorded claims (electronically recorded
claims prescribed in Article 2, paragraph 1 of the Electronically
Recorded Claims Act [Act No. 102 of 2007]; hereinafter the same
shall apply inthisitem and Article 33, paragraph 1) prescribed in
Article 33, paragraph 1, item (iii), as well as determining or
altering the types, conditions, and other matters of negotiable
instruments, bonds, or electronically recorded claims pertaining to
the said financial market control;

Determining or altering other guidelines for currency and
monetary control;
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(vi) Determining or altering the Bank of Japan's view on currency and
monetary control, including its basic view on economic and
monetary conditions which provides the basis for matterslisted in
the preceding items.

(2) In addition to matters to be subject to the Board resolution as prescribed in
the preceding paragraph, the following matters shall also be decided by the
Board:

(i) Making loans pursuant to Article 37, paragraph 1, and executing
business pursuant to Article 38, paragraph 2;

(i)  Applying for authorization pursuant to Article 39, paragraph 1,
and determining important matters concerning the business
pertaining to the said authorization;

(iii) Conducting the buying and selling of foreign exchange to
facilitate international financial business which the Minister of
Finance specifies as constituting cooperation in the field of
international finance as prescribed in Article 40, paragraph 3,
initiating transactions with a foreign central bank, etc. (aforeign
central bank, etc. prescribed in Article 41) pertaining to the
business prescribed in the same Article, and executing
transactions pursuant to Article 42;

(iv) Applying for authorization pursuant to the proviso of Article 43,
paragraph 1, and determining important matters concerning the
business pertaining to the said authorization;

(v) Determining the content of a contract concerning on-site
examinations prescribed in Article 44, paragraph 1, as well as
determining important matters concerning the implementation of
on-site examinations for each business year;

(vi) Altering the articles of incorporation;

(vii) Preparing or atering a statement of operation procedures;

(viii) Establishing, relocating, or abolishing offices including branch
offices and agencies,

(ix) Determining important matters concerning the Bank of Japan's
organization and size of staff (excluding what is listed in the
preceding item);

(x) Establishing or altering the standards for paying remuneration
prescribed in Article 31, paragraph 1, as well as rules on service
prescribed in Article 32;

(xi) Acquiring or disposing of real estate and other important property;
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(xii) Making or atering a budget for expenses (a budget for expenses
prescribed in Article 51, paragraph 1), preparing an inventory,
balance sheet, profit and loss statement, and statement of
accounts, and determining important matters concerning
accounting including the appropriation of any surplus,

(xiii) Preparing awritten report prescribed in Article 54, paragraph 1, as
well asthe outline of business operations prescribed in Article 55;

(xiv) Establishing or altering the rules prescribed in Article 59;

(xv) Determining matters to be decided by the Board pursuant to this
Act or to be carried out by the Board pursuant to this Act or other
laws and regulations;

(xvi) Determining matters which the Board finds particularly
necessary, in addition to what is listed in the preceding items.

(3) The Board shall supervise the execution of their duties by the officers

(excluding Auditors and Counsellors in this paragraph) of the Bank of

Japan.

(Organization)

Article 16

(1) The Board shall be composed of nine members.

(2) Board members shall consist of six Members of the Policy Board, the Bank
of Japan's Governor and two Deputy Governors. In this case, the Governor
and the Deputy Governors shall perform their duties as Board members
independently of each other, irrespective of the provisions of Article 22,
paragraphs 1 and 2.

(3) The Board shall have a chairperson, who shall be elected by Board members
from among themselves.

(4) The chairperson shall exercise genera control over Board business.

(5) The Board shall designate, in advance, a member who shall perform the
duties of the chairperson when the chairperson is prevented from attending
to his/her duties.

(Calling of Board M eetings)

Article 17

(1) Board meetings shall be called by the chairperson of the Board (or by the
designated aternate prescribed in paragraph 5 of the previous Article;
hereinafter the same shall apply in this Article, the following Article, and
Article 20).

(2) The chairperson shall, pursuant to a Cabinet Order, regularly call Board
meetings at which the matters listed in the items of Article 15, paragraph 1
(hereinafter referred to as "monetary control matters' in this Chapter) areto
be discussed.
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(3) The preceding paragraph shall not be interpreted as preventing a Board
meeting for monetary control matters from being called on an ad hoc basis,
when the chairperson finds it necessary, or when one-third or more of the
total incumbent Board members find it necessary and request the
chairperson to call such a meeting.

(Management of Board M eetings)

Article 18

(1) The Board may neither meet nor vote unless the chairperson and two-thirds
or more of the total incumbent Board members are present.

(2) Matters shall be decided by amajority of votes cast by Board members who
are present. When the votes are equally split, the chairperson shall make a
final decision.

(3) Except for those specified in this Act, procedures of meetings and other
necessary matters concerning the administration of the Board shall be
determined by the Board.

(Attendance of Gover nment Representatives)

Article 19

(1) The Minister of Finance or the Minister of State for Economic and Fiscal
Policy prescribed in Article 19, paragraph 2 of the Act for Establishment of
the Cabinet Office (Act No. 89 of 1999) (referred to asthe "Minister of State
for Economic and Fiscal Policy" in the following paragraph; in the case
where the office is vacant, it shall be assumed by the Prime Minister) may,
when necessary, attend and express opinions at Board meetings for
monetary control matters, or may designate an official of the Ministry of
Finance or the Cabinet Office, respectively, to attend and express opinions
at such meetings.

(2) The Minister of Finance, or a delegate designated by him/her, and the
Minister of State for Economic and Fiscal Policy, or a delegate designated
by him/her, may, when attending the Board meetings for monetary control
matters, submit proposals concerning monetary control matters, or request
that the Board postpone a vote on proposals on monetary control matters
submitted at the meeting until the next Board meeting for monetary control
matters.

(3)When a reguest has been made to postpone a vote as prescribed in the
preceding paragraph, the Board shall decide whether or not to accommodate
the request, in accordance with the Board's practice for voting.
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(Publication of Transcripts, etc.)

Article 20

(1) After each Board meeting for monetary control matters, the chairperson
shall promptly prepare a document describing an outline of the discussion
at the meeting in accordance with the decisions made by the Board, and
make public the document following its approval at another Board meeting
for monetary control matters.

(2) The chairperson shall prepare a transcript of each Board meeting for
monetary control matters in accordance with the decisions made by the
Board, and make public the transcript after the expiration of aperiod of time
which is determined by the Board as appropriate.

Chapter 111 Officersand Employees

(Officers)

Article 21

The officers of the Bank of Japan shall consist of six Members of the Policy
Board, a Governor, two Deputy Governors, three or fewer Auditors, six or
fewer Executive Directors, and a small number of Counsellors.

(Duties and Power s of Officers)

Article 22

(1) The Governor shall represent the Bank of Japan and exercise general control
over the Bank's business in accordance with decisions made by the Board.

(2) The Deputy Governors shall, in accordance with decisions made by the
Governor, represent the Bank of Japan, administer the business of the Bank
assisting the Governor, act for the Governor whenever he/she is prevented
from attending to his/her duties, and perform the Governor's duties during a
vacancy in the office of the Governor.

(3) The Auditors shall audit the business of the Bank of Japan.

(4) The Auditors may, when they find it necessary based on the audit results,
submit their opinions to the Minister of Finance, the Prime Minister, or the
Board.

(5) The Executive Directors shall, in accordance with the decisions made by the
Governor, administer the business of the Bank of Japan assisting the
Governor and the Deputy Governors, act for the Governor when the
Governor and the Deputy Governors are prevented from attending to their
duties, and perform the Governor's duties during a vacancy in the office of
the Governor and the Deputy Governors.

(6) The Counsellors shall be consulted by the Board on any important matters
concerning the Bank of Japan's business operations, and may express their
opinions to the Board when they find it necessary.
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(Restrictions on Authority of Representation)

Article 22-2

Restrictions on the authority of representation of the Governor or the Deputy
Governors may not be asserted against athird party without knowledge of such
restrictions.

(Actsof Conflict of Interest)

Article 22-3

The Governor or the Deputy Governors shall not have the authority of
representation with regard to matters for which their interests and the interest
of the Bank of Japan conflict with each other. In this case, the court shall
appoint a special agent, upon a request from an interested person or a public
prosecutor.

(Appointment of Officers)

Article 23

(1) The Governor and the Deputy Governors shall be appointed by the Cabinet,
subject to the consent of the House of Representatives and the House of
Councillors.

(2) The Members of the Policy Board shall be appointed by the Cabinet, subject
to the consent of the House of Representatives and the House of
Councillors, from among persons with relevant knowledge and experience
including experts on the economy or finance.

(3) The Auditors shall be appointed by the Cabinet.

(4) The Executive Directors and the Counsellors shall be appointed by the
Minister of Finance based on the Board's recommendation.

(5)If the term of office of a Governor, Deputy Governor, or Member of the
Policy Board expires or a vacancy occurs in the office of any of these, and
if the Diet is out of session or the House of Representatives has been
dissolved and it is impossible to obtain the consent of both Houses, the
Cabinet may appoint a Governor, Deputy Governor, or Member of the
Policy Board, irrespective of the provisions of paragraphs 1 and 2.

(6) In the case set forth in the preceding paragraph, the appointment shall be
approved ex post by both Houses in the first Diet session after the said
appointment. If the Cabinet fails to obtain such ex post approval, it shall
immediately dismiss the said Governor, Deputy Governor, or Member of
the Policy Board.
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(Officers Termsof Office)

Atrticle 24

(1) The terms of office shall be five yearsfor the Governor, Deputy Governors,
and Members of the Policy Board, four years for Auditors and Executive
Directors, and two years for Counsellors. However, if a vacancy occursin
the office of a Governor, Deputy Governor, or Member of the Policy Board,
the term of office for a substitute Governor, Deputy Governor, or Member
of the Policy Board shall be limited to the remaining term of his/her
predecessor.

(2) The Governor, Deputy Governors, Members of the Policy Board, Auditors,
Executive Directors, and Counsellors may be reappointed.

(Guarantee of the Officers Status)

Article 25

(1) Officers of the Bank of Japan (excluding Executive Directors in this
paragraph) shall not be dismissed against their will during their terms of
office, except in the case prescribed in the second sentence of Article 23,
paragraph 6 or in the following cases:

(i) An officer has received a ruling of the commencement of
bankruptcy proceedings;

(i)  Anofficer has received punishment under this Act;

(iii)  Anofficer has been sentenced to imprisonment without work or a
heavier punishment;

(iv) An officer has been deemed incapable of carrying out his’her
duties due to mental or physical disorder by the Board (or by the
Board and the Cabinet in the case of the Auditors).

(2) The Cabinet or the Minister of Finance shall dismiss an officer of the Bank
of Japan if he/she falls under any of the cases listed in the items of the
preceding paragraph.

(3) In addition to the case prescribed in the preceding paragraph, the Minister
of Finance may dismiss an Executive Director when the Board has
reguested the dismissal thereof.

(Restriction on Officers Acts)
Article 26
(1) An officer of the Bank of Japan (excluding Counsellors; hereinafter the
same shall apply in this Article and Articles 31 and 32) shall not conduct
any of the following acts during his/her term of office:
(i) Becoming a candidate for the Diet, for any local council, or for
any elected public office;
(i) Becoming an officer of any political body including a political
party or actively engaging in political activities;
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(iii) Engaging in other work that brings remuneration (excluding work
that the Board finds as meeting the requirements specified by the
rules on service prescribed in Article 32 as the standards of work
that does not interfere with the proper execution of his/her duties
as an officer);

(iv) Carrying out commercial business or other business for the
purpose of pecuniary gain.

(2) If an officer of the Bank of Japan becomes a candidate for the Diet, for any
local council, or for any elected public office, he/she shall be deemed to
have resigned as an officer of the Bank.

(Appointment of Agents)

Atrticle 27

The Governor and the Deputy Governors may appoint agents, from among the
Bank of Japan's Executive Directors or employees, who shal have the
authority to act on behalf of the Bank in all juridical and non-juridical matters
with regard to the business of the Bank's head office and branch offices.

(Appointment of Employees)
Article 28
The Bank of Japan's employees shall be appointed by the Governor.

(Confidentiality Obligations of Officersand Employees)

Article 29

The Bank of Japan's officers and employees shall not leak or misappropriate
secrets which they have learned in the course of their duties. The same shall
apply even after they have left the Bank.

(Status of the Officer s and Employees)

Article 30

The Bank of Japan's officers and employees shall be deemed to be those
engaged in public service pursuant to laws and regul ations.

(Standardsfor Paying Remuner ation)

Article 31

(1) The Bank of Japan shal establish the standards for paying rewards
(including the payment of money such as bonuses), salaries (including the
payment of money such as honuses), and retirement alowances
(collectively referred to as "remuneration” in the following paragraph) to be
paid to its officers and employees, as being consistent with the general
standards prevailing in society, and shall report such standards to the
Minister of Finance and, at the sametime, makethem public. The same shall
apply when making any change to the standards.
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(2) Among the standards for paying remuneration prescribed in the preceding
paragraph, those pertaining to officers shall be established in consideration
of sdaries, retirement allowances, and other circumstances of nationa
public officers to whom the Act on Salaries of Government Officials with
Specia Capacity (Act No. 252 of 1949) is applicable.

(Ruleson Service)

Article 32

The Bank of Japan shall, inlight of the public nature of itsbusinessand in order
to ensure the proper execution of their duties by its officers and employees,
establish rules on service for its officers and employees, such as rules on the
obligations to devote themselves to their duties and to separate themselves
from private enterprises, and shall report such rulesto the Minister of Finance
and, at the same time, make them public. The same shall apply when making
any changeto therules.

Chapter 1V Business

(Regular Business)

Article 33

(1) In order to achieve the purpose prescribed in Article 1, the Bank of Japan
may conduct the following business:

(i)  Discounting of commercial billsand other negotiableinstruments;

(i) Making loans against collateral in the form of negotiable
instruments, national government securities and other securities,
or electronically recorded claims;

(iii) Buying and selling of commercia hills and other negotiable
instruments (including those drawn by the Bank of Japan in this
item), national government securities and other bonds, or
electronically recorded claims;

(iv) Lending and borrowing of national government securities and
other bonds against cash collateral;

(v) Taking deposits;

(vi) Conducting domestic funds transfers;

(vii) Taking safe custody of securities and other instruments pertaining
to property rights, or certificates,

(viii) Buying and selling gold and silver bullion and carrying out
business related to business set forth in the preceding items.
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BANK OF JAPAN ACT

(2)"Taking deposits' set forth in item (v) of the preceding paragraph refersto
taking deposits based on a deposit contract.

(Loans, etc. to the National Gover nment)

Article 34

Asthe central bank of Japan, the Bank of Japan may, in addition to the business
prescribed in paragraph 1 of the preceding Article, conduct the following
business with the national government:

(i)  Making uncollateralized loanswithin thelimit decided by the Diet
asprescribed in the proviso of Article 5 of the Fiscal Act (Act No.
34 of 1947);

(ii) Making uncollateralized loans for the national government's
temporary borrowing permitted under the Fiscal Act or other acts
concerning the national government's accounting;

(iii) Subscribing or underwriting national government securities
within the limit decided by the Diet as prescribed in the proviso of
Article 5 of the Fiscal Act;

(iv) Subscribing or underwriting financing bills and other financing
securities;

(v) Taking safe custody of precious metals and other articles.

(Handling of Treasury Money)

Article 35

(1) Asthe central bank of Japan, the Bank of Japan shall handle treasury money,
pursuant to laws and regulations.

(2) When handling treasury money as prescribed in the preceding paragraph,
the Bank of Japan may conduct the business necessary for this purpose in
addition to the business prescribed in Article 33, paragraph 1.

(Handling of National Government Affairs)

Article 36

(1) As the central bank of Japan, the Bank of Japan shall handle national
government affairs concerning currency and finance, pursuant to laws and
regulations.

(2) When handling national government affairs as prescribed in the preceding
paragraph, the Bank of Japan may conduct the business necessary for this
purpose in addition to the business prescribed in Article 33, paragraph 1.

(3) Expenses necessary for handling national government affairs as prescribed
in paragraph 1 may be borne by the Bank of Japan, pursuant to laws and
regulations.
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(Temporary Loansto Financial I nstitutions, etc.)

Article 37

(1) Irrespective of the provisions of Article 33, paragraph 1, the Bank of Japan
may provide financia institutions (banks and other institutions engaged in
the business of taking deposits, etc. [deposits and others prescribed in
Article 2, paragraph 2 of the Deposit Insurance Act { Act No. 34 of 1971}
and other deposits for savings] and in funds transfers in the course of trade;
the same shall apply hereinafter) and other financial business entities
specified by a Cabinet Order (hereinafter collectively referred to as "
financial institutions, etc.") with uncollateralized | oans the amount of which
is equivaent to the shortage of funds for a period no longer than the length
of time prescribed by a Cabinet Order, when the relevant financial
ingtitutions, etc. unexpectedly experience a temporary shortage of funds
necessary for payment due to accidental causes, including failures in
electronic data processing systems, whereby their business operations may
be seriously hampered if the shortage is not recovered swiftly, provided that
the Bank finds the advance is necessary to secure smooth settlement of
funds among financial institutions.

(2) The Bank of Japan shall, when having provided loans as prescribed in the
preceding paragraph, report to that effect to the Prime Minister and the
Minister of Finance without delay.

(Business Contributing to the Maintenance of Stability of the Financial

System)

Article 38

(1) The Prime Minister and the Minister of Finance may, when they find it
especially necessary for the maintenance of stability of the financial system,
such as in the case where they find that serious problems may arise in the
maintenance of stability of the financial system based on the consultation
pursuant to Article 57-5 of the Banking Act (Act No. 59 of 1981) or other
laws and regulations, request the Bank of Japan to conduct the business
necessary to maintain stability of the financial system, such as to provide
loans to the financial institution pertaining to the said consultation.

(2) When arequest has been made from the Prime Minister and the Minister of
Finance as prescribed in the preceding paragraph, the Bank of Japan may
conduct the business necessary to maintain stability of the financia system,
including the provision of loans under special conditions, responding to the
said request, in addition to the business prescribed in Article 33, paragraph 1.
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(Business Contributing to Smooth Settlement of Funds)

Article 39

(1) In addition to the business prescribed in Article 33 through the preceding
Article, the Bank of Japan may, upon authorization from the Prime Minister
and the Minister of Finance, conduct the business deemed to contribute to
smooth settlement of funds among financia institutionsin conjunction with
the business prescribed in Article 33, paragraph 1, items (v) through (vii) or
the business prescribed in Article 35, paragraph 2 or Article 36, paragraph 2.

(2) The provisions of Article 7, paragraph 4 shall apply mutatis mutandisto the
authorization set forth in the preceding paragraph.

(Buying and Selling of Foreign Exchange)

Article 40

(1) The Bank of Japan may, when necessary, buy and sell foreign exchange on
its own account or as an agent handling national government affairs
pursuant to Article 36, paragraph 1, and it may also buy and sell foreign
exchange on behalf of foreign central banks, etc. (foreign central banks and
those equivalent thereto; the same shall apply hereinafter) or international
ingtitutions (international ingtitutions of which Japan has a membership,
including the Bank for International Settlements; the same shall apply
hereinafter) as their agent in order to cooperate with them as the central
bank of Japan.

(2) The Bank of Japan shall buy and sell foreign exchange as an agent handling
national government affairs pursuant to Article 36, paragraph 1, when the
purpose of the buying and sdlling is to stabilize the exchange rate of
Japanese currency.

(3) The Bank of Japan shall, when buying and selling foreign exchange on its
own account or as an agent on behalf of foreign central banks, etc. or
international institutionsto cooperate with them asthe central bank of Japan
pursuant to paragraph 1, conduct the buying and selling for the purpose
which the Minister of Finance specifies as constituting cooperation in the
field of international finance, at the request, or upon the approval, of the
Minister of Finance.

(International Financial Business)

Article 41

The Bank of Japan may conduct the following business with foreign central
banks, etc. or international institutions in order to cooperate with them as the
central bank of Japan:
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(i) Taking deposits pertaining to deposit money denominated in
Japanese currency (deposits prescribed in Article 33, paragraph 2);

(i)  Buyingand selling national government securitiesin exchangefor
deposits received through the business set forth in the preceding
item;

(iii) Taking safe custody of securities, precious metals, and other
articles;

(iv) Carrying out intermediary, brokerage, or agency servicesfor sales
and purchases of national government securities conducted by the
said foreign central banks, etc. or international institutions;

(v) Other business specified by an ordinance of the Ministry of
Finance as those deemed to contribute to the proper management
of Japanese currency or assets denominated in Japanese currency
held by the said foreign central banks, etc. or international
institutions.

Article 42
In addition to the business prescribed in the preceding Article, the Bank of
Japan may conduct the following transactions and other transactions necessary
for cooperating, asthe central bank of Japan, with foreign central banks, etc. or
international ingtitutions in the field of international finance, including the
provision of international financial assistance, at the request, or upon the
approval, of the Minister of Finance:
(i)  Substituting loan claims against foreign central banks, etc. which
are held by the Bank for International Settlements;,
(ii)  Providing credit to foreign central banks, etc. or international
institutions.

(Prohibition of Other Business)

Article 43

(1) The Bank of Japan may not conduct any business other than that specified
by this Act as the business of the Bank; provided, however, that this shall
not apply to the case where such businessis necessary to achieve the Bank's
purpose specified by this Act and the Bank has obtained authorization from
the Minister of Finance and the Prime Minister.
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(2) The provisions of Article 7, paragraph 4 shall apply mutatis mutandisto the
authorization set forth in the preceding paragraph.

(On-Site Examinations)

Article 44

(1) The Bank of Japan may, for the purpose of appropriately conducting or
preparing to conduct the business prescribed in Articles 37 through 39,
conclude a contract with financial ingtitutions, etc. which would be the
counterparty in such business (hereinafter referred to as the "counterparty
financial institutions, etc.” in this Article) concerning on-site examinations
(examinations which the Bank carries out regarding the business operations
and the state of the property of the counterparty financial institutions, etc.
by visiting the premises thereof; hereinafter the same shall apply in this
Article) (such contract shall meet the requirements specified by a Cabinet
Order including those whereby the Bank shal notify and obtain prior
consent from the counterparty financia institutions, etc. when carrying out
on-site examinations).

(2) The Bank of Japan shall consider the administrative burden incurred by
counterparty financia institutions, etc. when carrying out on-site
examinations.

(3) When a request has been made from the Commissioner of the Financial
Services Agency, the Bank of Japan may submit the documents describing
the results of the on-site examinations and other related materials to the
Commissioner or have officias of the Financial Services Agency inspect
them.

(Statement of Operation Procedures)

Article 45

(1) The Bank of Japan shall prepare a statement of operation procedures and
submit it to the Minister of Finance and the Prime Minister. The same shall
apply when making any change to the statement.

(2) The statement of operation procedures set forth in the preceding paragraph
shall contain matters specified by a Cabinet Order, including those
concerning the provision of loans.

Chapter V Bank of Japan Notes

(I'ssuance of Bank of Japan Notes)

Article 46

(1) The Bank of Japan shall issue banknotes.

(2) The banknotes issued by the Bank of Japan (hereinafter referred to as"Bank
of Japan notes') as prescribed in the preceding paragraph shall be legal
tender and hence shall be used for payment without limits.
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(Typesand Forms of Bank of Japan Notes)

Article 47

(1) The types of Bank of Japan notes shall be specified by a Cabinet Order.

(2) The Minister of Finance shall decide the forms of Bank of Japan notes and
publicly notify them.

(Exchange of Bank of Japan Notes)

Atrticle 48

The Bank of Japan shall exchange, without fees, Bank of Japan notes rendered
unfit for further circulation due to defacement, mutilation, or other causes,
pursuant to an Ordinance of the Ministry of Finance.

(Printing and Cancellation of Bank of Japan Notes)

Article 49

(1) The Bank of Japan shall determine the proceduresfor printing and canceling
Bank of Japan notes and submit those proceduresto the Minister of Finance
for approval. The same shall apply when making any change to the
procedures.

(2) The provisions of Article 7, paragraph 4 shall apply mutatis mutandisto the
approval set forth in the preceding paragraph.

Chapter VI Accounting

(Business Year)

Article 50

The business year of the Bank of Japan shall run April 1 through March 31 of
the following year.

(Budget for Expenses)

Article 51

(1) Every business year, the Bank of Japan shall make a budget for expenses
(limited to those specified by a Cabinet Order as not hampering the currency
and monetary control; hereinafter such budget shall be referred to asa ™
budget for expenses'), and submit it to the Minister of Finance for
authorization before the business year begins. The same shall apply when
making any change to the budget.

(2) If the Minister of Finance finds it inappropriate to authorize the budget for
expenses submitted as prescribed in the preceding paragraph, he/she shall
make prompt notice to the Bank of Japan to that effect along with the reason
therefor, and make public the details of the submitted budget for expenses
and the said reason.

(3) When the notice as prescribed in the preceding paragraph has been made,
the Bank of Japan may expressits opinions to the Minister of Finance or, if
necessary, make public the said opinions.
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(Financial Statements, etc.)

Article 52

(1) The Bank of Japan shall prepare an inventory of property and a balance
sheet for each six-month period running from April through September and
from October through March and prepare a profit and loss statement for
each business year as well as for each six-month period mentioned above,
and submit these documents (hereinafter referred to as "financial
statements') attached with Auditors written opinions thereon to the
Minister of Finance for approval within two months after the relevant six-
month period or the business year has elapsed.

(2) When submitting the financial statementsfor abusiness year to the Minister
of Finance as prescribed in the preceding paragraph, the Bank of Japan shall
attach astatement of accountsfor the businessyear and the Auditors written
opinions thereon.

(3)When having received the approval from the Minister of Finance as
prescribed in paragraph 1, the Bank of Japan shall, without delay, keep the
financial statements, the statement of accounts set forth in the preceding
paragraph, and the Auditors' written opinions set forth in the preceding two
paragraphs at its head office and branch offices and make them available for
public inspection for a period determined by the Policy Board as

appropriate.

(Appropriation of Surplus)

Article 53

(1) The Bank of Japan shall reserve, as a reserve fund, five-hundredths of the
surplus resulting from the settlement of profits and losses for each business
year.

(2) Irrespective of the provisions of the preceding paragraph, the Bank of Japan
may, when it findsit especially necessary, reserve the money which exceeds
the amount prescribed in the preceding paragraph as a reserve fund, upon
authorization from the Minister of Finance.

(3) The reserve fund reserved as prescribed in the preceding two paragraphs
shall not be disposed of, except to cover losses incurred by the Bank of
Japan or to be appropriated for dividends as prescribed in the following
paragraph.

(4) The Bank of Japan may, upon authorization from the Minister of Finance,
pay dividends to contributories out of the surplus resulting from the
settlement of profits and losses for each business year; provided, however,
that the rate of dividend payments against paid-up capital may not exceed
five-hundredths per annum.
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(5) After deducting the amount reserved as prescribed in paragraphs 1 and 2 and
the dividend payments prescribed in the preceding paragraph from the
surplus resulting from the settlement of profits and losses for each business
year, the Bank of Japan shall pay the remaining surplus to the national
treasury within two months after each relevant business year ends.

(6) The government may have the Bank of Japan make the payment to the
national treasury for each business year as prescribed in the preceding
paragraph, partially during the said business year, by estimate, pursuant to
a Cabinet Order.

(7) The amount of the payment to the national treasury pursuant to paragraph 5
shall be treated as |osses when accounting the amount of income prescribed
by the Corporation Tax Act (Act No. 34 of 1965) and the amount of income
pertaining to the business tax prescribed by the Local Tax Act (Act No. 226
of 1950).

(8)In addition to what is prescribed in the preceding three paragraphs,
necessary matters concerning the payment to the national treasury pursuant
to paragraph 5 shall be specified by a Cabinet Order.

(9) The provisions of Article 7, paragraph 4 shall apply mutatis mutandisto the
authorization set forth in paragraphs 2 and 4.

Chapter VIl Reporting, etc. tothe Diet

(Reporting to and Attendance at the Diet)

Article 54

(1) The Bank of Japan shall, approximately every six months, prepare awritten
report on the Policy Board resolutions regarding the matters listed in the
items of Article 15, paragraph 1 and conditions of business operations that
the Bank has conducted based thereon and submit it to the Diet through the
Minister of Finance.

(2) The Bank of Japan shall endeavor to explain to the Diet the written report
set forth in the preceding paragraph.

(3) The Bank of Japan's Governor or the chairperson of the Policy Board, or a
representative designated by them, shall attend the sessions of the House of
Representatives, the House of Councillors, or their Committees when
requested by them, in order to explain the state of the Bank's business
operations and property.
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(Publication of an Outline of Business Oper ations)

Article 55

When having received the approval regarding financial statements for each
business year as prescribed in Article 52, paragraph 1, the Bank of Japan shall
prepare, without delay, an outline of its business operations for the business
year and makeit public along with the said financial statements and a statement
of accounts for the said business year.

Chapter V111 Rectification, etc. of Illegal Acts, etc.

(Rectification of Illegal Acts, etc.)

Article 56

(1) The Minister of Finance or the Prime Minister may, when he/she finds that
the Bank of Japan, its officers or employees have violated or are likely to
violate this Act, other laws and regulations, or articles of incorporation,
reguest the Bank to take the measures necessary to rectify such acts.

(2) When a request has been made from the Minister of Finance or the Prime
Minister as prescribed in the preceding paragraph, the Bank of Japan shall
promptly take measures which the Policy Board finds necessary, such as
rectifying the said acts, and report those measures to the Minister of Finance
or the Prime Minister.

(Audit at the Request of the Minister of Finance or the Prime Minister)

Article 57

(1) The Minister of Finance or the Prime Minister may, when he/she finds that
the Bank of Japan, its officers or employees have violated or are likely to
violate this Act, other laws and regulations, or articles of incorporation,
request the Auditors of the Bank to audit such acts and other necessary
matters and report the results thereof to the Minister of Finance or the Prime
Minister.

(2) When a request has been made from the Minister of Finance or the Prime
Minister as prescribed in the preceding paragraph, the Auditors of the Bank
of Japan shall promptly audit such matters and report the results thereof to
the Minister of Finance or the Prime Minister and also to the Policy Board.

(Reports, etc.)

Article 58

The Minister of Finance or the Prime Minister may, when he/she finds it
necessary in light of the conditions of the business operations of the Bank of
Japan, regquest the Bank to submit areport or relevant materials.
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BANK OF JAPAN ACT

Chapter 1 X Miscellaneous Provisions

(Rules)

Article 59

The Bank of Japan shall, when having established rules regarding the
organization or other matters other than those specified by this Act separately,
report such rulesto the Minister of Finance without delay. The same shall apply
when making any change to the rules.

(Dissolution)

Article 60

(1) The dissolution of the Bank of Japan shall be specified separately by an Act.

(2) In the case where the Bank of Japan has been dissolved, when the residual
assets of the Bank exceed the amount of paid-up capital, the residual assets
equivalent to the excess amount shall belong to the national treasury.

(Jurisdiction over Cases Concerning Appointment of Special Agents)
Article 60-2

Cases concerning the appointment of special agents shall be under the
jurisdiction of the District Court which exercises jurisdiction over the location
of the head office of the Bank of Japan.

(Mutatis Mutandis Application of the Act on General Incorporated
Associations and General Incor porated Foundations)

Article 61

The provisions of Article 4 and Article 78 of the Act on General Incorporated
Associations and General Incorporated Foundations (Act No. 48 of 2006) shall
apply mutatis mutandis to the Bank of Japan.

(Déelegation of Authority)

Article 61-2

The Prime Minister shall delegate the authority under this Act (excluding
Article 19) to the Commissioner of the Financial Services Agency except for
those prescribed by a Cabinet Order.

(Delegation to a Cabinet Order)

Article 62

In addition to what is prescribed in this Act, matters necessary to implement
this Act shall be specified by a Cabinet Order.

Chapter X Penal Provisions

Article 63

Those who have leaked or misappropriated secrets in violation of Article 29
shall be punished by imprisonment with work for not exceeding ayear or afine
not exceeding five hundred thousand yen.
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BANK OF JAPAN ACT

Article 64

Those who have failed to conduct an audit pursuant to Article 57, paragraph 2,
or have failed to make areport pursuant to the same paragraph or have made a
false report shall be punished by a fine not exceeding five hundred thousand

yen.

Article 65

The Bank of Japan's officers or employees shall be punished by a non-penal
fine not exceeding five hundred thousand yen when falling under any of the
following items;

(i)

(i)

(iii)
(iv)
)

(vi)

(vii)
(viii)

(ix)
)

Having failed to obtain the authorization from the Minister of
Finance or from both the Minister of Finance and the Prime
Minister, or the approval from the Minister of Finance, asrequired
by this Act (excluding the provisions of Article 43, paragraph 1);
Having failed to make a report to the Minister of Finance or to
both the Minister of Finance and the Prime Minister as required
by this Act, or having made afa se report;

Having failed to make public what is required by this Act, or
having made it public falsely;

Having neglected to register in violation of a Cabinet Order
prescribed in Article 12, paragraph 1;

Having been engaged in other work that brings remuneration or
having carried out commercial business or other business for the
purpose of pecuniary gainin violation of Article 26, paragraph 1;
Having conducted any business other than that specified as the
business of the Bank of Japan in violation of Article 43, paragraph 1;
Having violated Article 48;

Having failed to keep the financia statements, the statement of
accounts, or the Auditors written opinions or having failed to
make them available for public inspection in violation of Article
52, paragraph 3;

Having failed to reserve asurplus as areserve fund in violation of
Article 53, paragraph 1,

Having disposed of a reserve fund in violation of Article 53,
paragraph 3;
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BANK OF JAPAN ACT

(xi) Having paid dividends in violation of the proviso of Article 53,
paragraph 4;

(xii) Having failedto make areport asrequiredin Article 56, paragraph
2 or having made afalse report;

(xiii) Having failed to submit areport or materials asrequired in Article
58 or having submitted a false report or false materials.

Article 66

Those who have violated Article 13 shall be punished by a non-penal fine not
exceeding five hundred thousand yen.
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Reserve Bank Act 1959

Reserve Bank Act 1959
No. 4, 1959
Compilation No. 29
Compilation date: 14 April 2015
Includes amendments up to: Act No. 36, 2015
Registered: 21 April 2015

An Act relating to the Reserve Bank of Australia, and for other purposes

Part | —Preliminary

1 Short title
This Act may be cited as the Reserve Bank Act 1959.

2 Commencement
This Act shall comeinto operation on a date to be fixed by Proclamation.

4 Repeal and saving

(1) The following Acts are repeal ed:
Commonwealth Bank Act 1945;
Commonwealth Bank Act 1948;
Commonwealth Bank Act 1951,
Commonwealth Bank Act 1953.

(2) Subsection (1) does not affect the operation of any amendment of an Act
made by an Act referred to in that subsection or any provision for the
citation of an Act as so amended.

5 Interpretation
(1) Inthis Act, unless the contrary intention appears:
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ADI (authorised deposit-taking institution) means a body corporate that is
an ADI for the purposes of the Banking Act 1959.

APRA means the Australian Prudential Regulation Authority.

APRA member has the same meaning as in the Australian Prudential
Regulation Authority Act 1998.

APRA staff member has the same meaning as in the Australian Prudential
Regulation Authority Act 1998.

Australia includes the Territories.

Deputy Governor means the Deputy Governor of the Bank.

monetary and banking policy means monetary and banking policy for the
purposes of the Bank's functions or powers under this Act or any other Act,
but does not include payments system policy.

payment system has the same meaning as in the Payment Systems
(Regulation) Act 1998.

payments system policy means policy for the purposes of the Bank's
functions or powers under:

(2) the Payment Systems (Regulation) Act 1998; and

(b) the Payment Systems and Netting Act 1998; and

(c) Part 7.3 of the Corporations Act 2001.

repealed Act means an Act repealed by this Act or by the Commonwealth
Bank Act 1945.

staff member of the Reserve Bank Service means:

(a) aperson appointed by the Bank under section 67; or

(b) a person engaged by the Bank under section 68.

statutory office means the office of Governor or Deputy Governor.

the Bank or the Reserve Bank means the Reserve Bank of Australia.

the former Commonwealth Bank of Australia means the Commonwealth
Bank of Australia established under the Commonwealth Bank Act 1911 and
continued in existence under the Commonwealth Bank Act 1945,

the Governor means the Governor of the Bank.
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(2) Unless the contrary intention appears, a reference in this Act to an Act
includes a reference to regulations made under that Act.

6 Application to Territories F o4k AHzZEA
Subject to section 6A, this Act extends to all the Territories. R OBA R ORI ARG 2R

@ F A F 2R AR MRS SR AZ TR
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6A Cessation of application to Territory

The Treasurer may, by notice published in the Gazette, declare that, on a date
specified in the notice, this Act shall cease to extend to an external Territory
specified in the notice, and, on and after the date specified in such anotice, this
Act does not extend to the Territory so specified and a reference in this Act,
other than this section, to a Territory does not include a reference to the
Territory so specified.

6B Application of Criminal Code
The Criminal Code appliesto all offences against this Act.

Part || —Constitution, policy and management of the Reserve Bank

Division 1—Constitution of the Reserve Bank

7 TheReserveBank of Australia

Notwithstanding the repeal effected by subsection 4 (1), the body corporate

established under the Commonwealth Bank Act 1911 and continued in

existence under the Commonwealth Bank Act 1945, under the name

Commonwealth Bank of Australia:

(a) is preserved and continues in existence as a body corporate under and
subject to the provisions of this Act, under the name Reserve Bank of
Australia, but so that the corporate identity of the body corporate shall
not be affected;

(b) shall have aseal; and

(c) is capable of acquiring, holding and disposing of real and personal
property and of suing and being sued.

Note:Subject to section 7A, the Public Governance, Performance and Accountability Act 2013

applies to the Bank. That Act deals with matters relating to corporate Commonwealth
entities, including reporting and the use and management of public resources.

7A Application of the Public Governance, Performance and
Accountability Act 2013

Accountable authority of Bank

(1)For the purposes of the Public Governance, Performance and
Accountability Act 2013, the Governor is the accountable authority of the
Bank.

Provisions etc. which do not apply

(2) The following sections of that Act do not apply in relation to the Bank:

— 290 —

LR TE S T WS Eesr:

% 6A 4% HAAWZAZLER

IR E @ AHTIE 2 0 AN AR R 0 7
FREAAg R AR BLEY 2 [ NgR
LEAL ARG L RS SRR A

”L”fﬁ-??f' ;}i&l‘%j 3i,é§‘_;fp T2 AR o

% 6Btk Mixz @A
BEMERIZZG S R AELG HARL

$2F BESFzER - LRAREE

F1EH EHBITZOE

BT R B REEAT

% 1911 EHFHBIEFTER > > T 1k 1945 EBEI4RITE G 5 o
LRI MR FLEA A XL AEFOFEELR
T2 ;?4?‘:3

@@ ZRZRTHFF L Z A LRSI L EE KF -

H
b) &
© Woeif ~ 45 R A 502 s

Rin D W TA R 2013 FOHBIE - S RRA AR
i”°€uz"ﬁ.ﬁ°%’ﬁl]§:-§@"7}gfﬁgi§ 382 E F R ,,..

B IAHE 2013 ENELTE S M AR EEZEA

ARITRE &/

1D i& 2013 «ﬂi/\/‘,é‘fg MR EFIRT D BPR LA
\:’%‘F\Féﬁ v

HERH %?Ez#%L

(2)3%i T AR FEF AT

— 291 —



Reserve Bank Act 1959

(a) section 36 (which deals with budget estimates);

(b) section 54 (which deals with banking by corporate Commonwealth
entities);

(c) section 55 (which deals with banking of relevant money by Ministers
and officials);

(d) section 59 (which deals with investment by corporate Commonwealth
entities).

(3) Subject to subsections (4) and (5) of this section, a member of the Reserve
Bank Board or the Payments System Board istaken, for the purposes of that
Act, not to be an official (within the meaning of that Act) of the Bank.

(4) Thefollowing members of the Reserve Bank Board or the Payments System
Board are officials (within the meaning of that Act) of the Bank:

(a) the Governor;
(b) the Deputy Governor;
(c) amember who is a staff member of the Reserve Bank Service.

Provisions about general duties of officials

(5) Subdivision A of Division 3 of Part 2-2 of that Act (which dealswith genera
duties of officials) applies in relation to a member of the Reserve Bank
Board or the Payments System Board who is not referred to in subsection
(4) of this section as if the member were an official (within the meaning of
that Act) of the Bank.

Note:Section 29 of that Act (which isin Subdivision A of Division 3 of Part 2-2 of that Act,
and deals with the duty to disclose interests) is affected by sections 7B and 7C.

(7) Section 30 of that Act appliesin relation to the following:
(a) a member of the Reserve Bank Board appointed under paragraph 14
(1)(d) of this Act;
(b) amember of the Payments System Board referred to in paragraph 25A(d)
of this Act;
as if the member were a member of the accountable authority of the Bank.
Note:This means that the appointment of the member may be terminated if the member
contravenes aduty in Subdivision A of Division 3 of Part 2-2 of the Public Governance,
Performance and Accountability Act 2013 or rules made for the purposes of that
Subdivision.
Annual financial statements of Bank
(8) The Governor may give annual financial statements for the Bank to
the Auditor-General under paragraph 42 (1)(b) of the Public Governance,
Performance and Accountability Act 2013 only if the Reserve Bank Board
has passed a resolution approving the financial statements.
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Audit committee of Bank

(9) Despite any rulesmade for the purposes of section 45 of that Act, the charter
setting out the functions of the audit committee must be approved by the
Reserve Bank Board.

7B Disclosure of interests by members of the Reserve Bank Board in

relation to certain matters

(1) This section appliesin relation to amember of the Reserve Bank Board if:
(a) a meeting of the Board is considering either or both of the following

matters:
(i) the monetary policy of the Bank;
(i) therole of the Bank in financial system stability; and
(b) the member hasamaterial personal interest that relatesto the matter; and
(c) within the previous 12 months the member has disclosed, in writing, the
member'sinterest to the Treasurer (whether the disclosure occurs before
or after this section commences); and
(d) there has been no substantial change in the nature or composition of the
interest since the disclosure.

(2) The member may do either or both of the following:

(a) be present during any consideration by the Board of the matter;
(b) vote on the matter.

(3) The member is taken to have complied with section 29 of the Public
Governance, Performance and Accountability Act 2013, and any rulesmade
for the purposes of that section.

(4) This section applies:

(a) despite subsections 7A (1), (4) and (5) of this Act; and
(b) instead of any rules made for the purposes of subsection 29 (2) of the
Public Governance, Performance and Accountability Act 2013.

7C Other disclosures of material personal interests by members of the
Reserve Bank Board and the Payments System Board
(1) This section appliesin relation to a matter if:
(a) for a member of the Reserve Bank Board—the matter is being
considered at a meeting of the Reserve Bank Board and:
(i) the matter is not amatter referred to in paragraph 7B (1)(a); or
(i) the matter is a matter referred to in paragraph 7B (1)(a), but the
condition in paragraph 7B (1)(c) or (d) isnot met in relation to the
matter; or
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(b) for a member of the Payments System Board—the matter is being
considered at a meeting of the Payments System Board.

(2) Sections 12, 14, 15 and 16D of the Public Governance, Performance and
Accountability Rule 2014 apply to each member of the Reserve Bank Board
and the Payments System Board in relation to the matter asif:

(a) the relevant Board were the accountable authority of the Bank and the
member were a member of the accountable authority of the Bank; and
(b) instead of referring to a material personal interest that relates to the
affairs of the Bank, section 29 of the Public Governance, Performance
and Accountability Act 2013, and sections 14 and 15 of that Rule,
referred to amaterial personal interest that relates to the affairs of:
(i) for a member of the Reserve Bank Board—the Reserve Bank
Board; or
(i) for a member of the Payments System Board—the Payments
System Board.
(3) This section applies:
(a) despite subsections 7A (1), (4) and (5) of thisAct; and
(b) instead of any rules made for the purposes of subsection 29 (2) of the
Public Governance, Performance and Accountability Act 2013 (other
than as referred to in subsection (2) of this section).

(4) This section does not otherwise affect subsection 7A (1) or (4) of thisAct, or
any rules made for the purposes of subsection 29 (2) of the Public
Governance, Performance and Accountability Act 2013, to the extent that a
member of the Reserve Bank Board or the Payments System Board referred
toin subsection 7A (4) of thisAct hasamateria personal interest that relates
totheaffairsof the Bank in amatter that isnot being considered at ameeting
of:

(a) for amember of the Reserve Bank Board—the Reserve Bank Board; or
(b) for a member of the Payments System Board—the Payments System
Board.

Note: The member is required to comply with the rules for officials of an entity relating to the
disclosure of such interests.

8 General powers

The Bank has such powers as are necessary for the purposes of this Act and any

other Act conferring functions on the Bank and, in particular, and in addition

to any other powers conferred on it by this Act and such other Acts, has power:
(a) to receive money on deposit;
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(b) to borrow money;

(c) to lend money;

(d) tobuy, sell, discount and re-discount bills of exchange, promissory notes
and treasury bills;

(e) to buy and sell securities issued by the Commonwealth and other
securities;

(f) tobuy, sell and otherwise deal inforeign currency, specie, gold and other
precious metals;

(8) to establish credits and give guarantees;

(h) toissue bills and drafts and effect transfers of money;

(i) to underwrite loans; and

(j) todo anything incidental to any of its powers.

Division 2—Palicy and management of the Reserve Bank

8A The Boards of the Bank

(1) The Bank has 2 Boards:

(a) the Reserve Bank Board; and
(b) the Payments System Board.

(2) The Reserve Bank Board is responsible for the Bank's monetary and
banking policy, and the Bank's policy on all other matters, except for its
payments system policy (see section 10).

(3) The Payments System Board is responsible for the Bank's payments system
policy (see section 10B).

(4) Disagreements between the Boards are to be resolved in accordance with
section 10C.

Note:See section 7A for how the Public Governance, Performance and Accountability Act
2013 appliesin relation to the 2 Boards.

9 Establishment of Reserve Bank Board
There shall be a Reserve Bank Board, which shall be constituted as provided
by Part I11.

10 Functions of Reserve Bank Board

(1) Subject to this Part, the Reserve Bank Board has power to determine the
policy of the Bank in relation to any matter, other than its payments system
policy, and to take such action as is necessary to ensure that effect is given
by the Bank to the policy so determined.
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(2) It isthe duty of the Reserve Bank Board, within the limits of its powers, to
ensure that the monetary and banking policy of the Bank is directed to the
greatest advantage of the people of Australia and that the powers of the
Bank under this Act and any other Act, other than the Payment Systems
(Regulation) Act 1998, the Payment Systems and Netting Act 1998 and Part
7.3 of the Corporations Act 2001, are exercised in such a manner as, in the
opinion of the Reserve Bank Board, will best contribute to:

(a) the stahility of the currency of Australia;
(b) the maintenance of full employment in Australia; and
(c) the economic prosperity and welfare of the people of Australia.

10A Establishment of Payments System Board
There is to be a Payments System Board of the Reserve Bank which is to be
congtituted as provided in Part [11A.

10B Functions of Payments System Board
(1) The Payments System Board has power to determine the Bank's payments
system policy.
(2) The Payments System Board has power to take whatever action is necessary
to ensure that the Bank gives effect to the policy it determines.
(3) It is the duty of the Payments System Board to ensure, within the limits of
its powers, that:
(a) the Bank's payments system policy is directed to the greatest advantage
of the people of Australia; and
(b) the powers of the Bank under the Payment Systems (Regulation) Act
1998 and the Payment Systems and Netting Act 1998 are exercised in a
way that, in the Board's opinion, will best contribute to:
(i) controlling risk in the financial system; and
(i) promoting the efficiency of the payments system; and
(i) promoting competition in the market for payment services,
consistent with the overall stability of the financial system; and
(c) the powersand functions of the Bank under Part 7.3 of the Corporations
Act 2001 are exercised in a way that, in the Board's opinion, will best
contribute to the overall stability of the financial system.
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10C Resolving differences between the Boar ds

(1) If apolicy determined by the Reserve Bank Board and a policy determined
by the Payments System Board are inconsistent:

(a) the Reserve Bank Board's policy prevails; and
(b) the Payments System Board's policy has effect asiif it were modified to
remove the inconsistency.

(2)If there is a disagreement between the Reserve Bank Board and the
Payments System Board as to:

(a) whether there is an inconsistency of policy to which subsection (1)
applies, or the extent of such an inconsistency; or

(b) the effect of paragraph (1)(b) on a policy of the Payments System Board;

the disagreement is to be resolved as determined by the Governor.

(3)If there is a disagreement between the Reserve Bank Board and the
Payments System Board as to which of the Boards is responsible for
determining the Bank's policy on a matter, the disagreement is to be
resolved as determined by the Governor.

11 Differences of opinion with Government on questions of policy

(1) The Government is to be informed of the Bank's policy as follows:

(a) the Reserve Bank Board isto inform the Government, from timeto time,
of the Bank's monetary and banking policy;

(b) the Payments System Board is to inform the Government, from time to
time, of the Bank's payments system policy.

(2) In the event of a difference of opinion between the Government and one of
the Boards (the relevant Board) about whether a policy determined by the
relevant Board is directed to the greatest advantage of the people of
Australia, the Treasurer and the relevant Board shall endeavour to reach
agreement.

(3) If the Treasurer and the relevant Board are unable to reach agreement, the
relevant Board shall forthwith furnish to the Treasurer a statement in
relation to the matter in respect of which the difference of opinion has
arisen.

(4) The Treasurer may then submit arecommendation to the Governor-General,
and the Governor-General, acting with the advice of the Federal Executive
Council, may, by order, determine the policy to be adopted by the Bank.

(5) The Treasurer shall inform the relevant Board of the policy so determined
and shall, at the same time, inform the relevant Board that the Government
accepts responsibility for the adoption by the Bank of that policy and will
take such action (if any) within its powers as the Government considers to
be necessary by reason of the adoption of that policy.

(6) The relevant Board shall thereupon ensure that effect is given to the policy
determined by the order and shall, if the order so requires, continue to
ensure that effect is given to that policy while the order remains in
operation.

(7) The Treasurer shall cause to be laid before each House of the Parliament,
within 15 sitting days of that House after the Treasurer has informed the
relevant Board of the policy determined under subsection (4):
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(a) acopy of the order determining the policy;

(b) a statement by the Government in relation to the matter in respect of
which the difference of opinion arose; and

(c) acopy of the statement furnished to the Treasurer by the relevant Board
under subsection (3).

12 Management of the Bank

(1) There shall be a Governor of the Bank and a Deputy Governor of the Bank,
who shall be appointed and hold office as provided by Part I11.

(2) Subject to sections 10 and 10B, the Bank shall be managed by the Governor.

(3) The Deputy Governor shall perform such duties asthe Governor directs and,
in the event of a vacancy in the office of Governor, the Deputy Governor
shall perform the duties of the Governor and shall have and may exercise
the powers and functions of the Governor.

13 Governor and Secretary to Treasury to establish liaison

The Governor and the Secretary to the Department of the Treasury shall
establish a close liaison with each other and shall keep each other fully
informed on all matters which jointly concern the Bank and the Department of
the Treasury.

Part 111 —The Reserve Bank Board and the Governor and Deputy
Governor of the Bank

14 Member ship of Reserve Bank Board
(1) The Reserve Bank Board shall consist of:
(a) the Governor;
(b) the Deputy Governor;
(c) the Secretary to the Department of the Treasury; and
(d) 6 other members, who shall be appointed in writing by the Treasurer in
accordance with this section.
(2) Of the 6 members appointed under paragraph (1)(d), at least 5 shall be
persons who are not officials.
(3) A member appointed under paragraph (1)(d) who is an official at the time of
his or her appointment holds office during the pleasure of the Treasurer.
(4) A member appointed under paragraph (1)(d) who is not an official:
(a) isto be appointed for a period, not exceeding 5 years, specified in the
instrument of appointment; and
(b) holds office subject to good behaviour.
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(6) In this section:
official means:
(a) astaff member of the Reserve Bank Service; or
(b) aperson appointed or engaged under the Public Service Act 1999.

15 Remuner ation of members

(1) A member of the Reserve Bank Board shall be paid such remuneration (if
any) asis determined by the Remuneration Tribunal .

(2) A member of the Reserve Bank Board shall be paid such allowances as are
prescribed.

(3) This section has effect subject to the Remuneration Tribunal Act 1973.

(4) A referencein this section to amember of the Reserve Bank Board does not
include a reference to the Governor or the Deputy Governor.

16 Declaration by members

(1) A member of the Reserve Bank Board shall, before entering upon his or her
duties or exercising any power under this Act, make, before a Justice of the
Peace or a Commissioner for taking Affidavits, an oath or affirmation of
alegiance in accordance with the form in the Schedule to the Constitution
and a declaration of secrecy in accordance with the prescribed form.

(2) However, the member does not have to do so if he or she is a'so a member
of the Payments System Board and has made an oath or affirmation, and a
declaration of secrecy, under section 25E.

17 Disqualifications from member ship

(1) A person who is adirector, officer or employee of an ADI is not capable of
appointment, or of continuing to act, as a member of the Reserve Bank
Board.

17A Resignation
A member of the Reserve Bank Board appointed under paragraph 14 (1)(d) may
resign his or her appointment by giving awritten resignation to the Treasurer.

18 Ter mination of appointment
(1) If amember of the Reserve Bank Board appointed under paragraph 14 (1)(d):

(a) becomes permanently incapable of performing his or her duties; or

— 306 —

LR TE S T WS Eesr:

6) ™ iE“THHEAER * 4
(a) 2 417 BT,
(b) & 1999 FRAFFRAT B 2 A F o

154 mEZHB

WEE & | AFLFP (of 24) 0 FPE S
QmE ¢ 2 F AT T2 Epk o

(3)1973 4 By fp # FE 38 % >F A 0% o
DRENFRFT X > 30 7 RFEHRP o

$164 MmEXEE
m TE A kAR 7 RPHET  ik & i R T
RSN E R T RAEE TR Ed 0 B RATAN G
@$%wo
QREEXF 7L 0ntf ¢2F
,LL%—"'IIU;'Y/ '?12’2

% 25E 0%

k)

£
f@'
i

F 174 mEZHBER
Ml FHAWHEZETF ~FESEF 2 B hd i
ERETESF o

$17A 15 fpEk

xR MiEFORFAIFER2ZFF o Fudgoe stk g
2 4 Ealdi BhF% o

%184 Mz

Dis 14iESsDESAZEFZFE > 3 T3 F52 - —?’4 )

AR g -H 2 iE
(@) A AT HRGE S A

— 307 —



Reserve Bank Act 1959

(b) becomes bankrupt, applies to take the benefit of any law for the relief of
bankrupt or insolvent debtors, compounds with his or her creditors or
makes an assignment of his or her remuneration for their benefit; or

(d) is absent, except on leave granted by the Reserve Bank Board in
accordance with section 18A, from all meetings of the Reserve Bank
Board held during 2 consecutive months or during any 3 monthsin any
period of 12 months; or

(e) failsto comply with his or her obligations under subsection 18A (3);

the Treasurer shall terminate his or her appointment.

Note: The appointment of amember appointed under paragraph 14 (1)(d) may a so beterminated

under section 30 of the Public Governance, Performance and Accountability Act 2013
(which deals with terminating the appointment of an accountable authority, or a member

of an accountable authority, for contravening general duties of officials). That section
applies to the member because of section 7A of this Act.

(2) In this section, month means any of the 12 months of the year.

18A L eave of absence

(1) This section applies to a member appointed under paragraph 14 (1)(d).

(2) The Reserve Bank Board may grant to a member leave of absence from a
meeting of the Reserve Bank Board.

(3)A member must not take part in a decision of the Reserve Bank Board
granting, or refusing to grant, leave to the member.

20 Chairper son and Deputy Chair per son

(1) The Governor shall be the Chairperson of the Reserve Bank Board and the
Deputy Governor shall be the Deputy Chairperson of the Reserve Bank
Board.

Note:For the manner in which the Chairperson and Deputy Chairperson may be referred to, see
section 18B of the Acts Interpretation Act 1901.

21 Meetings of Reserve Bank Board

(1) The Reserve Bank Board shall meet at such times and places asthe Reserve
Bank Board determines or as the Chairperson or the Deputy Chairperson
directs.

(2) Subject to section 21A, the Chairperson shall preside at all meetings of the
Reserve Bank Board at which he or sheis present and, in the absence of the
Chairperson, the Deputy Chairperson shall preside.

(3) 5 members form a quorum at a meeting of the Reserve Bank Board.
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(4) Questions arising at a meeting of the Reserve Bank Board shall be decided
by amagjority of the votes of the members present and voting.

(5) The member presiding at a meeting of the Reserve Bank Board shall have a
deliberative vote and, in the event of an equality of votes, shall also have a
casting vote.

21A Exclusion of Governor and Deputy Governor from certain deliberations

(1) The Governor and the Deputy Governor shall not be present during any
deliberation of the Reserve Bank Board, or take part in any decision of the
Reserve Bank Board, in relation to the determination or application of any
terms or conditions on which the Governor or the Deputy Governor holds
office.

(2) Where the Governor and the Deputy Governor are required by subsection
(1) not to be present during deliberations of the Reserve Bank Board, the
members present shall appoint one of their number to preside.

22 Secretary may nominatealter nateto attend meetingsof ReserveBank Board

(1) The Secretary may, by writing, nominate a specified person who is an SES
employee or acting SES employee in the Department to attend a particular
meeting, or all meetings, of the Reserve Bank Board at which the Secretary
is not present.

(2)A person so nominated may attend a meeting to which the nomination
appliesand, if the person does so, he or sheistaken, for the purposes of this
Part, to be a member of the Reserve Bank Board.

22A Conduct of meetings
The Reserve Bank Board may regulate proceedings at its meetings as it
considers appropriate. However, proceedings at a meeting must not be
inconsistent with this Part.

Note:Section 33B of the Acts Interpretation Act 1901 contains further information about the
ways in which members may participate in meetings.

22B Resolutions without meetings
A resolution is taken to have been passed at a meeting of the Reserve Bank
Board if:
(a) the Reserve Bank Board has determined:
(i) that resolutions may be passed in accordance with this section;
and
(i) the method of indicating agreement with a resolution passed in
accordance with this section; and
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(b) without meeting, amajority of the membersindicate agreement with the
resolution in accordance with the method determined by the Reserve
Bank Board; and

(c) the majority would have constituted a quorum at a meeting of the
Reserve Bank Board; and

(d) all members were informed of the proposed resolution, or reasonable
efforts were made to inform all members of the proposed resol ution.

24 Governor and Deputy Gover nor
(1) The Governor and the Deputy Governor:
(a) areto be appointed by the Treasurer; and
(b) shall be appointed for such period, not exceeding 7 years, as the
Treasurer determines but are eligible for re-appointment; and
(c) hold office subject to good behaviour.

24A Terms and conditions of employment not provided for by Act

The Governor and the Deputy Governor hold office on such terms and
conditions (including terms and conditions relating to remuneration and
allowances) in relation to matters not provided for by this Act as are
determined by the Reserve Bank Board.

24B Resignation
The Governor or the Deputy Governor may resign his or her appointment by
giving awritten resignation to the Treasurer.

25 Vacation of Office
(1) If the Governor or the Deputy Governor:
(a) becomes permanently incapable of performing his or her duties; or
(b) engages in any paid employment outside the duties of his or her office;
or
(c) becomes bankrupt, applies to take the benefit of any law for the relief of
bankrupt or insolvent debtors, compounds with his or her creditors or
makes an assignment of his or her salary for their benefit;
the Treasurer shall terminate his appointment.

(2) Section 30 of the Public Governance, Performance and Accountability Act
2013 (which deals with terminating the appointment of an accountable
authority, or amember of an accountable authority, for contravening general
duties of officials) does not apply in relation to the Governor despite
subsection 30 (6) of that Act.
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Part I11A—The Payments System Board

Division 1—The members of the Payments System Board

25A M ember ship of Payments System Board
The Payments System Board consists of the following members:
(a) the Governor;
(b) one representative of the Bank;
(c) onerepresentative of APRA;
(d) up to 5 other members.

25B Appointment of members

(1) The member who is the representative of the Bank referred to in paragraph
25A(b) is to be appointed by the Governor. The person appointed must be a
member of the Reserve Bank Board or a staff member of the Reserve Bank
Service.

(2) The member who is the representative of APRA referred to in paragraph
25A(c) is to be appointed by APRA. The person appointed must be an
APRA member or an APRA staff member.

(3) Each other member referred to in paragraph 25A(d) is to be appointed by the
Treasurer for a period specified in the instrument of appointment. The
period specified must not exceed 5 years.

(4) All appointments under this section are to be in writing.

(5) All appointments under this section are to be on a part-time basis.

Note 1:Members appointed under subsection (1) or (2) are not appointed for a specified period,
however, their appointments can be terminated at any time (see section 25K).

Note 2: The Governor is an ex officio member of the Payments System Board (and so is not
separately appointed to the Board).

25C Chair of the Payments System Boar d
The Governor isthe Chair of the Payments System Board.

25D Deputy Chair of the Payments System Board
(1) The member of the Payments System Board referred to in paragraph 25A(b)
isthe Deputy Chair of the Board.
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(2) The Deputy Chair isto act as the Chair during any period when:
(a) the office of Governor is vacant; or
(b) the Governor is absent from Australia or is, for any reason, unable to
perform the duties of Chair of the Payments System Board.
(3) The Deputy Chair has, when acting as the Chair, all the powers, duties,
rights and entitlements of the Chair of the Payments System Board.

25E Declaration by members
(1) Each member of the Payments System Board must, before first starting to
act as amember of the Board:
(a) make an oath or affirmation of allegiance; and
(b) make a declaration of secrecy.
However, the member does not haveto do so if he or sheis also a member
of the Reserve Bank Board and has made an oath or affirmation, and a
declaration of secrecy, under section 16.
(2) The oath or affirmation of allegiance:
(a) is to be in accordance with the form set out in the Schedule to the
Constitution; and
(b) isto be made before a Justice of the Peace or a Commissioner for taking
Affidavits.
(3) The declaration of secrecy:
(a) isto bein the prescribed form; and
(b) isto be made before a Justice of the Peace or a Commissioner for taking
Affidavits.

Division 2—M eetings

25F Meetings

(1) The Payments System Board isto meet at times and places as determined by
the Payments System Board or as directed by the Chair.

(2) The Chair is to preside at all meetings of the Payments System Board at
which he or she is present. In the Chair's absence, the Deputy Chair is to
preside.

(3) Five Members of the Payments System Board form a quorum at a meeting
of the Payments System Board.

(4) Questions arising at a meeting of the Payments System Board are to be
decided by a magjority of the votes of the members present and voting.

(5) The member presiding at a meeting of the Payments System Board:
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(a) hasaddiberative vote; and
(b) if necessary, also has a casting vote.

25G Conduct of meetings
The Payments System Board may regulate proceedings at its mesetings as it
considers appropriate. However, proceedings at a meeting must not be
inconsistent with this Part.

Note:Section 33B of the Acts Interpretation Act 1901 contains further information about the
ways in which members may participate in meetings.

25H Resolutions without meetings
A resolution istaken to have been passed at a meeting of the Payments System
Board if:
(a) the Payments System Board has determined:
(i) that resolutions may be passed in accordance with this section;
and
(i) the method of indicating agreement with a resolution passed in
accordance with this section; and
(b) without meeting, amajority of the membersindicate agreement with the
resolution in accordance with the method determined by the Payments
System Board; and
(c) the majority would have constituted a quorum at a meeting of the
Payments System Board; and
(d) al members were informed of the proposed resolution, or reasonable
efforts were made to inform all members of the proposed resol ution.

Division 3—Other administrative provisions

251 Remuneration

(1) A member of the Payments System Board isto be paid the remuneration that
is determined by the Remuneration Tribunal. If no determination of that
remuneration by the Tribunal is in operation, the member is to be paid the
remuneration that is prescribed.

(2) A member of the Payments System Board isto be paid the allowances that
are prescribed.

(3) This section has effect subject to the Remuneration Tribunal Act 1973.

25) Leave of absence

The Payments System Board may grant leave of absence to another member of
the Payments System Board on the terms and conditions that it determines.
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25K Resignation
A member of the Payments System Board (other than the Governor) may
resign his or her appointment by giving awritten resignation to:
(@) if he or she is the member referred to in paragraph 25A(b)—the
Governor; or
(b) if heor sheisthe member referred to in paragraph 25A(c)—APRA; or
(c¢) if he or sheisamember referred to in paragraph 25A(d)—the Treasurer.

25L Termination of appointment

(1) The following provisions apply to the member of the Payments System
Board referred to in paragraph 25A(b):

(a) the Governor may, at any time, terminate the member's appointment;

(b) the member'sappointment isterminated automatically if he or she ceases
to be a member of the Reserve Bank Board or a staff member of the
Reserve Bank Service.

(2) The following provisions apply to the member of the Payments System
Board referred to in paragraph 25A(c):

(a) APRA may, at any time, terminate the member's appointment;

(b) themember'sappointment isterminated automatically if he or she ceases
to be an APRA member or an APRA staff member.

(3) The Treasurer may terminate the appoi ntment of a member of the Payments
System Board referred to in paragraph 25A(d) for misbehaviour or physical
or mental incapacity.

(4) The Treasurer must terminate the appointment of amember of the Payments
System Board referred to in paragraph 25A(d) if:

(a) the member becomes permanently incapable of performing his or her
duties; or

(b) the member:

(i) becomes bankrupt; or

(i) appliesto take the benefit of any law for the relief of bankrupt or
insolvent debtors; or

(i) compounds with his or her creditors; or

(iv) makes an assignment of his or her remuneration for the benefit
of hisor her creditors; or

(c) the member is absent, except on leave of absence granted by the
Payments System Board, from:

(i) 2 or more consecutive meetings of the Payments System Board; or
(i) 3 or more meetings of the Payments System Board in any period
of 12 months.
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Note: The appointment of a member referred to in paragraph 25A(d) may also be terminated
under section 30 of the Public Governance, Performance and Accountability Act 2013
(which deals with terminating the appointment of an accountable authority, or a member
of an accountable authority, for contravening general duties of officials). That section
applies to the member because of section 7A of this Act.

25M Payments System Board'sreport to the Minister
(1) The Payments System Board must, as soon as practicable after 30 June in
each year, prepare and give to the Minister areport that:

(a) describes the standards determined under section 827D of the
Corporations Act 2001 during the financial year ending on that 30 June;
and

(b) describes any variations made to standards determined under that
section that were in force during the financial year ending on that 30
June; and

(c) describes any revocations of standards determined under that section
that were in force for part of the financial year ending on that 30 June;
and

(d) discusses developments in the clearing and settlement industry during
the financial year ending on that 30 June that are relevant to Australia's
financial stahbility.

(2) Section 34C of the Acts Inter pretation Act 1901 does not apply in relation to

areport under subsection (1).

Part IV—Central banking

26 Reserve Bank to act as a central bank
The Reserve Bank:
(a) isthe central bank of Australia;
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(b) shall carry on business as a central bank; and
(c) subject to this Act and to the Banking Act 1959 shall not carry on
business otherwise than as a central bank.

27 Bank to be banker for Commonwealth
The Bank shall, in so far as the Commonwealth requires it to do so, act as
banker and financial agent of the Commonwealth.

28 Capital
The capital of the Bank for the purposes of this Part shall be the aggregate of:
(a) the capital of the former Commonwealth Bank of Australia for the
purposes of Part V of the Commonwealth Bank Act 1945 immediately
before the commencement of this Act; and
(b) such other sums as are transferred from the Reserve Bank Reserve Fund
in pursuance of section 29.

29 Reserve Fund
(1) The Bank shall have areserve fund (to be called the Reserve Bank Reserve

Fund), which shall consist of:

(a) the amount standing to the credit of the Commonwealth Bank Reserve
Fund existing under the Commonwealth Bank Act 1945 immediately
before the commencement of this Act; and

(b) such other sums as are placed to its credit in pursuance of section 30.

(2) The Reserve Bank Board may, from time to time, transfer from the Reserve

Bank Reserve Fund to the capital of the Bank for the purposes of this Part

such sums as the Reserve Bank Board determines.

30 Profits
(1) Subject to subsection (2), the net profits of the Bank in each year shall be
dealt with asfollows:
(@ such amount as the Treasurer, after consultation with the Reserve Bank
Board, determinesisto be set aside for contingencies; and
(a) such amount as the Treasurer, after consultation with the Reserve Bank
Board, determines shall be placed to the credit of the Reserve Bank
Reserve Fund; and
(b) theremainder shall be paid to the Commonwealth.
(2) If the net profit of the Bank for ayear is calculated on a basis that requires
the inclusion of unrealised gains on assets during the year, the amount to
which subsection (1) appliesisto be worked out as follows:
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(a) deduct from the net profit an amount equal to the total of all amounts of
unrealised gainsincluded in the net profit; and

(b) if an asset in respect of which unrealised gains were included in the net
profit for aprevious year or yearsisrealised during the year—add to the
amount remaining after applying paragraph (a) the total amount of those
unrealised gains.

Part V—Thenoteissue

32 Interpretation

In this Part, unless the contrary intention appears:

Australian note means a note issued under the Australian Notes Act 1910,
under Part VII of the Commonwealth Bank Act 1911, under Part VI of the
Commonwealth Bank Act 1945 or under this Part asin force at any time.

34 |ssue, re-issue and cancellation of notes
(1) Subject to this Act, the Bank may:
(a) issue Australian notes;
(b) re-issue Australian notes; and
(c) cancel Australian notes.
(2) Australian notes shall be printed by, or under the authority of, the Bank.

35 Denominations of notes

Australian notes may beissued in any of the following denominations, namely,
Onedollar, Two dollars, Five dollars, Ten dollars, Twenty dollars, Fifty dollars
or One hundred dollars or in any other denomination that the Treasurer, by
instrument in writing published in the Gazette, determines.

36 Notesto belegal tender

(1) Australian notes are alegal tender throughout Australia.

(2) For the purposes of subsection (1), an Australian note of a denomination
specified in the first column of the following table has the value in the
currency provided for by the Currency Act 1965 that is set out in the second
column of that table opposite to the denomination of that note:
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LR TE S T WS Eesr:

Table

First Column Second Column

Ten shillings One dollar

One pound Two dollars

Five pounds Ten dollars

Ten pounds Twenty dollars
Twenty pounds Forty dollars

Fifty pounds One hundred dollars
One hundred pounds Two hundred dollars
One thousand pounds Two thousand dollars

37 Signature on notes

(1) The Australian notesissued in pursuance of this Part shall bear the signature
of the Secretary to the Department of the Treasury or of such other officer
of the Department of the Treasury asthe Treasurer directs, and the signature
of the Governor o, if the Governor so directs, of the Deputy Governor, or a
staff member of the Reserve Bank Service, specified by the Governor.

(2) The signatures may be made in the handwriting of those persons or may be
made by engraving or by any other process determined by the Bank.

43 Bank not to issue notes other than Australian notes
The Bank shall not issue hills or notes (other than Australian notes) intended
for circulation as money.

44 Other personsnot to issue notes

(1) A person shall not issue a bill or note for the payment of money payable to
bearer on demand and intended for circulation.
Penalty: 50 penalty units.

Note:Chapter 2 of the Criminal Code sets out the general principles of criminal responsibility.

(2) A State shall not issue a hill or note for the payment of money payable to
bearer on demand and intended for circulation.
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Part VII—The Reserve Bank Service

66 The Reserve Bank Service
The persons appointed, engaged or assi sting the Bank under this Part constitute
the Reserve Bank Service.

67 Appointment of staff

(1) The Bank may appoint such staff as the Bank considers necessary for the
performance of its functions.

(2) Theterms and conditions of appointment (including asto remuneration) are
to be determined by the Bank.

68 Consultants and other people engaged to perform services

(1) The Bank may engage consultants, or other people, that are suitably
qualified to provide advice to it or perform servicesfor it.

(2) The terms and conditions of engagement (including as to remuneration) are
to be determined by the Bank.

Part VIII—Miscellaneous

74 Head office
(1) The head office of the Bank shall be at Sydney in the State of New South
Wales.

75 Agentsetc.
In the exercise of its powers and the performance of its functions, the Bank
may':
(a) establish branches and agencies at such places, whether within or
beyond Australia, as the Bank thinksfit;
(b) arrange with a person to act as agent of the Bank in any place, whether
within or beyond Australia; and
(c) act as the agent of an ADI carrying on business within or beyond
Australia.

76 Attorney of Bank

The Bank may, by instrument under its seal, appoint a person (whether in
Australia or in a place beyond Australia) to be its attorney and a person so
appointed may, subject to the instrument, do any act or execute any power or
function which he or she is authorized by the instrument to do or execute.
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77 Guarantee by Commonwealth

The Commonwealth is responsible for the payment of all moneys due by the
Bank but nothing in this section authorizes a creditor or other person claiming
against the Bank to sue the Commonwealth in respect of his or her claim.

79 Taxation

The Bank is not liable to taxation under any law of a State or of a Territory to
which the Commonwealth is not subject and the income of the Bank is not
liable to income tax under alaw of the Commonwealth.

T9A Secrecy
(1) In this section:
court includesatribunal, authority or person having the power to requirethe
production of documents or the answering of questions.
financial institution means abody (other than the Reserve Bank) that has at
any time carried on, is carrying on, or proposes to carry on, a business that
consists of, or includes, the provision of financia products or financial
services (including abody that has previoudly carried on such abusiness but
has ceased to exist).
financial sector supervisory agency means a person or body having the
function, in Australia or in a foreign country, of supervising or regulating
financid ingtitutions.
foreign central bank means the central bank or monetary authority of a
foreign country.
officer means:
(a) the Governor, the Deputy Governor, the Secretary to the Department or
any other member of the Reserve Bank Board; or
(@ amember of the Payments System Board; or
(b) astaff member of the Reserve Bank Service; or
(d) the Statistician or a member of the staff of the Australian Bureau of
Statistics; or
(e) any other person who, because of hisor her employment or engagement,
or in the course of that employment or engagement:
(i) has acquired protected information; or
(i) has had access to protected documents.
produce includes permit access to.
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protected document means a document given or produced (whether before

or after the commencement of this section) under, or for the purposes of, this

Act, the Banking Act 1959, the Payment Systems (Regulation) Act 1998, the

Payment Systems and Netting Act 1998 or the repealed Banks

(Shareholdings) Act 1972 and containing information relating to the affairs

of:

(a) afinancial institution; or

(b) a body corporate (including a body corporate that has ceased to exist)
that has at any time been, or is, related (within the meaning of the
Corporations Act 2001) to afinancia institution that isabody corporate;
or

(c) aperson who has been, is, or proposes to be, a customer of a financia
institution;

It also includes adocument given or produced under, or for the purposes of,

the performance or exercise of the functions or powers of the Reserve Bank

under Part 7.3 or 7.5A of the Corporations Act 2001. It does not however

include any document to the extent that it contains information that has

aready been lawfully made available to the public from other sources.

protected information means information disclosed or obtained (whether

before or after the commencement of this section) under, or for the purposes

of, this Act, the Banking Act 1959, the Payment Systems (Regulation) Act

1998, the Payment Systems and Netting Act 1998 or the repealed Banks

(Shareholdings) Act 1972 and relating to the affairs of:

(a) afinancia institution; or

(b) a body corporate (including a body corporate that has ceased to exist)
that has at any time been, or is, related (within the meaning of the
Corporations Act 2001) to afinancial institution that isabody corporate;
or

(c) aperson who has been, is, or proposes to be, a customer of afinancial
institution;

It also includesinformation disclosed or obtained in the course of, or for the

purposes of, the performance or exercise of the functions or powers of the

Reserve Bank under Part 7.3 or 7.5A of the Corporations Act 2001. It does

not however include any information that has already been lawfully made

available to the public from other sources.

Statistician means the Australian Statistician referred to in subsection 5 (2)

of the Australian Bureau of Statistics Act 1975.
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(2) Subject to this section, a person who is or has been an officer must not,
except for the purposes of this Act, the Banking Act 1959, Part 7.3 or 7.5A
of the Corporations Act 2001, section 62ZZD of the Insurance Act 1973, the
Payment Systems (Regulation) Act 1998, the Payment Systems and Netting
Act 1998 or the repealed Banks (Shareholdings) Act 1972, directly or
indirectly:

(a) discloseto any person, or to acourt, any protected information acquired
by the first-mentioned person in the course of his or her duties as an
officer; or

(b) produce to any person, or to a court, a protected document.

Penalty: Imprisonment for 2 years.

Note 1:Subsection 4B (2) of the Crimes Act 1914 allows a court to impose an appropriate fine

instead of, or in addition to, a form of imprisonment.
Note 2:Chapter 2 of the Criminal Code sets out the general principles of criminal responsibility.

(3) Subsection (2) does not prohibit a person from disclosing protected
information, or producing a protected document, if the person to whose
affairs the information or document relates:

(a) isthe employer of the first-mentioned person; or
(b) agreesin writing to the disclosure of the information or the production
of the document, as the case may be.

(4) Subsection (2) does not prohibit a person from disclosing protected
information or producing a protected document to:

(a) afinancial sector supervisory agency; or

(b) aforeign central bank; or

(c) any other person or body (including aforeign person or body) prescribed
by the regulations;

if the first person is satisfied that disclosure of the information, or the

production of the document, will assist that agency or bank, or that other

person or body, to perform its functions or exercise its powers.

(5) Subsection (2) does not prohibit a person from disclosing protected
information or producing a protected document to a person or body
(including a foreign person or body) if the disclosure or production to that
person or body is approved in writing by the Governor.

(58) An approval under subsection (5) is not a legisative instrument.

(8) The Governor may, in writing, delegate to the Deputy Governor, or an
Assistant Governor of the Reserve Bank, the power to give approvals under
subsection (5).

(6) Subsection (2) does not prohibit a person from disclosing protected
information, or producing a protected document, to:
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(a) the Governor, the Deputy Governor or any other member of the Reserve
Bank Board; or

(@ amember of the Payments System Board; or

(b) astaff member of the Reserve Bank Service;

for the purposes of the performance of the functions, or the exercise of the

powers, of the Bank under alaw of the Commonwealth, of a State or of a

Territory.

(64) Subsection (2) does not prohibit a person from disclosing protected
information, or producing a protected document, to the Australian
Securities and Investments Commission if the person is satisfied that the
disclosure of the information, or the production of the document, to that
body will assist it to perform its functions or exercise its powers under Part
7.3 or 7.5A of the Corporations Act 2001.

(68) Subsection (2) does not prohibit a person from:

(a) disclosing protected information that is information disclosed or
obtained in the course of, or for the purposes of, the performance or
exercise of the functions or powers of the Reserve Bank under Part 7.3
or 7.5A of the Corporations Act 2001; or

(b) producing a protected document that is a document given or produced
under, or for the purposes of, the performance or exercise of the
functions or powers of the Reserve Bank under Part 7.3 or 7.5A of the
Corporations Act 2001;

if the disclosure or production is:

(c) to the Minister; or

(d) to the Secretary of the Department for the purpose of advising the
Minister, or to an officer of the Department authorised by the Secretary
for the purpose of advising the Minister.

(7) Subsection (2) does not prohibit a person from disclosing information, or
producing a document, if the information, or the information contained in
the document, asthe case may be, isin the form of asummary or collection
of information that is prepared so that information relating to any particular
person cannot be found out fromiit.

(1A) If aperson discloses information or produces a document under this section
to another person, the first person may, by notice in writing given to the
other person at the time of the disclosure or production, impose conditions
to be complied with in relation to the information disclosed or the document
produced.

(B) A notice under subsection (7A) is not alegidative instrument.

(1) A person commits an offence if the person fails to comply with a condition
imposed under subsection (7A).

Penalty: Imprisonment for 2 years.

(8) A person who is or has been an officer cannot be required to disclose to a
court any protected information, or to produce in a court a protected
document, except when it is necessary to do so for the purposes of this Act,
the Banking Act 1959, Part 7.3 or 7.5A of the Corporations Act 2001, the
Payment Systems (Regulation) Act 1998, the Payment Systems and Netting
Act 1998 or the repeal ed Banks (Shareholdings) Act 1972.
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(9) A document that:
(a) isaprotected document; or
(b) contains protected information;
is an exempt document for the purposes of section 38 of the Freedom of
Information Act 1982.

(%) For the avoidance of doubt, information or adocument that, as permitted by
subsection 127(2A) of the Australian Securities and Investments
Commission Act 2001, is disclosed to the Bank does not become, because of
that disclosure, protected information or a protected document.

79B Secrecy: documentsor information towhich section 79A doesnot apply

(1) Subject to this section, a staff member of the Reserve Bank Service, or an
agent or other person carrying on any business of the Reserve Bank, must
not:

(a) permit aperson to have accessto, or giveto aperson copies of or extracts
from, a document belonging to, or in the possession of, the Reserve
Bank; or

(b) give to a person information relating to the business of the Reserve
Bank;

except by the direction or authority of the Reserve Bank or under

compulsion or obligation of law.

Penalty: 1 penalty unit.

Note:Chapter 2 of the Criminal Code sets out the general principles of criminal responsibility.

(2) Paragraph (1)(b) does not apply to the giving to aperson of information with
respect to matters of a customer of the Reserve Bank if the person is the
customer or the information is given at the direction or request of the
customer.

(3) Subsection (1) does not apply to:

(a) adocument that isaprotected document for the purposes of section 79A;
or
(b) information that is protected information for the purposes of that section.

82 Returns
The Bank shall furnish to the Treasurer such periodical statements as are
prescribed.

83 Power toimprove property and carry on business

Where the Bank holds any property (whether real or personal) or business as
security for aloan or advance, and the property or business fallsinto the hands
of the Bank, the Bank may maintain, repair or improve the property, or carry
on the business, until the Bank can, inits discretion, dispose of the property or
businessin the best interests of the Bank.
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84 Execution of contracts

(1) Contracts on behalf of the Bank may be made, varied or discharged in
accordance with the succeeding provisions of this section, and all contracts
so made are effectual in law, and are binding upon the Bank and on all other
parties to the contract, their heirs, assigns, executors or administrators, as
the case may be.

(2)A contract which, if made between private persons, would be by law
required to be in writing under seal may be made, varied or discharged in
the name and on behalf of the Bank in writing under the seal of the Bank.

(3)A contract which, if made between private persons, would be by law
required to be in writing and signed by the parties to be charged therewith
may be made, varied or discharged in the name and on behalf of the Bank
inwriting signed by any person acting with the express or implied authority
of the Bank.

(4) A contract which, if made between private persons, would by law be valid
although made by parol only and not reduced into writing, may be made,
varied or discharged by parol in the name and on behalf of the Bank by a
person acting with the express or implied authority of the Bank.

(5) Nothing in this section invalidates a contract executed on behalf of the Bank
by a duly appointed attorney of the Bank if the contract would be valid if
executed by the attorney on his or her own behalf.

85 The Reserve Bank's seal

(1) All courts, judges and persons acting judicially shall take judicia notice of
the seal of the Bank affixed to adocument and shall presumethat it was duly
affixed.

(2) The Bank's sedl is to be kept in such custody as the Reserve Bank Board
directs, and is not to be used except as authorised by the Reserve Bank
Board.

85A Judicial notice of statistical information published by Bank

(1) All courts, judges and persons acting judicially are to take judicial notice of
statistical information contained in a publication issued in the name of, by,
or under the authority of, the Bank.

(2)A publication purporting to be issued in the name of, by, or under the
authority of, the Bank is to be taken, in any judicial or other proceeding, to
have been so issued unless the contrary is proved.
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86 Priority of debtsdue by other ADIs

Notwithstanding anything contained in any law relating to the winding-up of
companies, but subject to subsection 13A (3) of the Banking Act 1959, debts
due to the Bank by an ADI shall, in the winding-up, have priority over all other
debts.

87 Validity of acts and transactions of Bank

Thevalidity of an act or transaction of the Bank shall not be called in question
in any legal proceedings on the ground that any provision of this Act has not
been complied with.

89 Regulations

The Governor-General may make regulations, not inconsistent with this Act,
prescribing al matters which by this Act are required or permitted to be
prescribed, or which are necessary or convenient to be prescribed for carrying
out or giving effect to this Act or for the conduct of business by the Bank and,
in particular, prescribing penalties not exceeding 10 penalty units for offences
against the regulations.
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except paragraph 23(8)(b) and sections 61 to 66. ¥
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PART I
PRELIMINARY ﬁ"'—’: 1 i%_‘ }%_‘%ﬁ
Short title and commencement
1. (1) This Act may be cited as the Central Bank of Malaysia Act 2009.
(2) This Act comes into operation on a date to be appointed by the Minister % 1 #% MHMAKATH

by notification in the Gazette and the Minister may appoint different (1) A2 @ @A 2000 & 8 ka @ L7572 -
dates for the coming into operation of different parts or different Q) AE* (7 d IME a‘g T IR 2
provisions of this Act. IME %E,’ji“}.;] R?»ii §E g2 N v,lj;;}; FIEFP o

Interpretation ¥ 25 A

2. (1) Inthis Act, unless the context otherwise requires— F 2 % RAERR 2 o 2o ~ -
"Bank" means Bank NegaraMalaysiaor in English, the"Central Bank of @ i “v & T Lr‘l’ &R T fR
Maaysia’; ﬂ‘fﬂJi%iwqﬁﬁ—f‘l BE AL
"Board" means the Board of Directors of the Bank; r Central Bank of Malaysia; ;
"Board Audit Committee" meansthe Board Audit Committee established 2E ¢ ;} A f f‘r\,, 6
under paragraph 21 (1)(b); r %»J._z F € | ;}F w21 S )IEb)EH S =
"Board Governancg Comm:g?e;]:deanzthe Board o1 @ 2 %—;J- £F ¢ ;
Governance Committee establi under paragr. 1 (a); ¥ C o oan e A - ,
"Board Risk Committee” means the BoardpR?s?<a£ommittee established REEE Fgy ;}F %% 21 i % 1) @ax = &
under paragraph 21 (1)(c); SRR N
"capital instruments' means preference shares, loan stocks, subordinated "B'eLE € 2% 2L 5 DIEEOF =+ =
term debts or other instruments approved by the Bank to be eligible as ) LT A E’ €
capital; "g\ A1 E ;}F xg.;U" i3 g"i}‘.% = “'Eiiiﬁ
" constituent Socument", in_relation to abogy corpt())rater?_r ;J]nirl:cotr)podryatg XA H W AFP RIS F‘ Az 1 E
means any document or instrument, under or by which the body is o sk = - Loy . .
constituted,  established, incorporated, or its governing and e: 'E"T'f\( N e ;}’;’z‘ AL,:\' :”z ¢ ?’Eﬁ? ;: = ,;\
administrative structure, the scope of its functions, business, powers or D R sS = w3 A Sy Jf#
duties are set out, whether contained in one or more but not limited to the I S ﬁlg"é%““%%@i viEaF P e
following documents or instruments: FEA AT I Gt
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(a) statute;

(b) charter;

(¢) memorandum of association;

(d) articles of association;

(e) congtitution;

(f) rules or by-laws; and

(8) partnership agreement;

"Deputy Governor" means a Deputy Governor of the Bank;

"derivative" means any agreement, including an option, a swap, futures

or forward contract, whose market price, value, delivery or payment

obligationsis derived from, referenced to or based on, but not limited to,

securities, commodities, assets, rates (including interest rates, profit rates

or exchange rates) or indices;

"director" meansadirector of the Bank appointed under subsection 16(1),

and includes the Governor and the Deputy Governors;

"financial collateral” means any of the following that is subject to an

interest or a right that secures payment or performance of an obligation

in respect of a qualified financial agreement or that is subject to atitle

transfer credit support agreement:

(@) cash or cash equivalents, including negotiable instruments and
demand deposits;

(b) security, a securities account or aright to acquire securities; or

(c) futures agreement or futures account;

"financial institution" means a person carrying on a financial business

regulated under the laws enforced by the Bank and in addition includes

any—

(a) person who operates any payment system or issues any payment
instrument; and

(b) person carrying on any other financial business as the Minister may
prescribe;

"financial markets" includes the money market, the foreign exchange

market, the capital market and the derivatives market;

"Financial Stability Executive Committee" means the Financial Stability

Executive Committee established under section 37;
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"financing" meansthe giving of any advance, loan, credit or other facility
in whatever form or by whatever name called, including the giving of a
guarantee or undertaking of any surety obligationsfor another person and
where such financing is extended in accordance with the Shariah shall
include, and may be in the form of, without limitation, any sale or
purchase arrangement, joint venture arrangement, deferred payment sale,
return sharing arrangement or any other financing arrangement made in
accordance with the Shariah;

"foreign currency” means currency notes or coins which arelegal tender
in any country, territory or place outside Malaysia and any reference to
foreign currency in this Act includes a reference to any right to receive
foreign currency in respect of any credit or balance at a bank or any other
similar ingtitution in or outside Malaysia;

"Governor" means the Governor of the Bank;

"international financia institution” means any institution which is
established in or outside Malaysia by more than one country, central bank
or monetary authority in relation to financial or monetary matters and
includes the Asian Development Bank, the Bank for International
Settlements, the International Bank for Reconstruction and
Development, the International Monetary Fund, the Idamic
Development Bank and the Islamic Financial Services Board;

"Islamic financial business' means any financial business in ringgit or
other currency which is subject to the laws enforced by the Bank and
consistent with the Shariah;

"Islamic financial institution" means a financial institution carrying on
Islamic financia business;

"Minister" means the Minister charged with the responsibility for
finance;

"Monetary Policy Committee” means the Monetary Policy Committee
established under section 23;

"officer" means any officer of the Bank appointed under section 83;
"payment systems' means any system or arrangement for the transfer,
clearing or settlement of funds or securities;

"prescribed" means prescribed under the Act from time to time by order
published in the Gazette;
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"qualified financial agreement" means—

(2) a master agreement in respect of one or more qualified financial
transactions under which if certain events specified by the parties to
the agreement occur—

(i) the transactions referred to in the agreement terminate or may
be terminated;
(i) the termination values of the transactions under paragraph (a)
are calculated or may be calculated; and
(iii) the termination values of the transactions under paragraph (a)
are netted or may be netted, so that a net amount is payable,
and where an agreement isalso in respect of one or more transactionsthat
are not qualified financial transactions, the agreement shall be deemed to
be a qualified financial agreement only with respect to the transactions
that are qualified financial transactions and any permitted enforcement
by the parties of their rights under such agreement;

(b) an agreement relating to financial collateral, including atitle transfer
credit support agreement, with respect to one or more qualified
financial transactions under a master agreement referred to in
paragraph (a); or

(c) any other agreement in respect of afinancial transaction that may be
entered into by partiesin the financial markets that is prescribed as a
qualified financial agreement by the Bank, other than a standardized
derivative or an agreement in respect of securitiestransactions entered
into under the rules of a stock exchange and approved clearing house
as defined in subsection 2 (1) of the Capital Markets and Services Act
2007,

"qualified financial transaction” means—

(a) aderivative, whether to be settled by payment or delivery; or

(b) a repurchase, reverse repurchase or buy-sell back agreement with
respect to securities,

"related corporation”, in relation to a corporation, means a corporation

which is deemed to be related to the first-mentioned corporation under

section 6 of the Companies Act 1965;

"repealed Act" meansthe Central Bank of Malaysia Act 1958;
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"return" includes any form of rental, profit, dividend or benefit, including
any fee or gift, payable or to be given in relation to financing extended in
accordance with the Shariah;

"Shariah Advisory Council” means the Shariah Advisory Council on

Islamic Finance established under section 51;

"specified" means specified under the Act from time to time in writing;

"supervisory authority" means any authority, body or agency in or

outside Malaysia other than the Bank which is responsible for the

supervision or oversight of any financial institution, financial market,
capital market intermediary or participant or payment system;

"title transfer credit support agreement” means an agreement under

which title to property has been provided for the purpose of securing the

payment or performance of an obligation in respect of a qualified
financial agreement;

(2) For the purposes of this Act—

"Board Committees' refers collectively to the committees of the Board

established under section 21;

"financial business' refers collectively to conventional financial business

and Islamic financial business;

"financial system" refers collectively to financial institutions, capital

market intermediaries or participants, financial markets and payment

systemsin Malaysia.

(3) For the purposes of this Act—

(a) a power to prescribe includes the power to make different provisions
in the order, for different persons or different classes, categories or
descriptions of persons; and

(b) a power to specify includes the power to specify differently for
different persons or different classes, categories or descriptions of
persons.

(4) A reference to afinancial institution or person includes a reference to a
class, category or description of such institution or person.

(5) Where under this Act, power is given to the Bank to require any person,
or where any person isrequired under this Act, to submit to the Bank any
data, information or document—

(a) the Bank may specify that the data, information or document shall be
submitted, within a period, at such intervals, in the manner or form as
the Bank may set out in the specification; and
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(b) such person shall not submit any data, information or document—
(i) which he knows, or has reason to believe, to be false,
incomplete, inaccurate or misleading; or
(i) in respect of which there isamaterial error or omission.

PART I1
THE BANK, ITSOBJECTSAND FUNCTIONS

The Bank established under Central Bank of Malaysia Act 1958
3. (1) Notwithstanding the repeal of the Central Bank of Malaysia Act 1958 by
section 99, the body corporate established under the repealed Act under
the name "Bank Negara Malaysia' or, in English, "Centra Bank of
Malaysia" shall continue to be in existence under and subject to the
provisions of this Act.
(2) The Bank isthe same body corporate established under the repealed Act.
(3) The Bank shall continue to have perpetual succession and acommon seal
and may sue and be sued in its own name.
(4) The Bank shall have its Head Office in Kuala Lumpur and may open
branches and appoint agents and correspondentsin or outside Malaysia.
(5) The Bank may, by instrument, under its common seal, appoint a person
whether in or outside Malaysia to be its attorney, and the person so
appointed may, subject to the instrument, do any act or execute any
power or function which he is authorized by the instrument to do or
execute.

Central bank for Malaysia
4, The Bank shall be the central bank for Maaysia.

Principal objects and functions of the Bank
5. (1) The principal objects of the Bank shall be to promote monetary stability
and financial stability conducive to the sustainable growth of the
Malaysian economy.
(2) The primary functions of the Bank are asfollows:
(a) to formulate and conduct monetary policy in Malaysia;
(b) to issue currency in Malaysia;
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(c) toregulate and supervise financial institutionswhich are subject to the
laws enforced by the Bank;
(d) to provide oversight over money and foreign exchange markets;
(e) to exercise oversight over payment systems,
(f) to promote a sound, progressive and inclusive Capitad Generd
Reserve Fund financia system;
(&) to hold and manage the foreign reserves of Malaysia;
(h) to promote an exchange rate regime consistent with the fundamentals
of the economy; and
(i)to act as financial adviser, banker and financial agent of the
Government.
(3) The Bank shall have all the powers necessary, incidenta or ancillary to
give effect to its objects and carry out its functions.
(4) The Bank in giving effect to its objects and carrying out its functions
under this Act shall have regard to the national interest.

PART I11
FINANCIAL PROVISIONS

Capital
6. (1) The capital of the Bank shall be one hundred million ringgit.

(2) The capital may be increased by such amount as the Minister may
approve from time to time and the Government shall subscribe and pay
the amount of the increase to the Bank.

(3) The payment of the increase in capital referred to in subsection (2) may
be made by way of transfer from the Genera Reserve Fund as the
Minister may from time to time approve.

General Reserve Fund

7. (1) There shall be a General Reserve Fund which shall include the amount
standing to the credit of the General Reserve Fund established under
section 7 of the repealed Act immediately before the coming into
operation of this Act and such other amounts as are placed to the credit
of the General Reserve Fund under this Act.

(2) At the end of each financial year, the net profit of the Bank for that year
shall be determined after alowing for the expenses of operations in
giving effect to its objects, carrying out its functions and conducting its
business or affairs, including contributionsto staff welfare, provident and
pension funds, grants or other contributions to such persons as may be
provided by this Act or other written law and after provision has been
made for bad and doubtful debts, diminution in value of assets and other
contingencies as are usually provided for by banks.
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(3) The Bank may transfer any amount from the net profit to any contingency
reserve, fluctuation reserve or such other reserve as the Board deems
prudent or necessary.

(4) Thenet profit of the Bank less any unrealized gains and after thetransfers
under subsection (3) shall be dealt with as follows:

(a) such amount as the Minister, on the recommendation of the Board, so
determines shall be placed to the credit of the General Reserve Fund; and
(b) the remainder shall be paid to the Government:

Provided that—

(i) in the case of any year at the end of which the General Reserve
Fund is less than the capital of the Bank, the whole of the net
profit shall be credited to the General Reserve Fund; and

(i) in the case of any year at the end of which the General Reserve
Fund is not less than the capital of the Bank, but less than twice
the capital of the Bank, not lessthan thirty per centum of the net
profit shall be credited to the General Reserve Fund.

(5) Nothing in this section shall prevent the Bank from transferring such
amounts from the General Reserve Fund to any contingency reserve,
fluctuation reserve or such other reserve as the Board deems prudent or
necessary.

Financial year
8. The financia year of the Bank shall begin on the first day of January and
end on the thirty-first day of December of each year.

Requirement to keep accounts and other records

9. The Bank shall cause proper accounts and other records to be kept in respect
of its business, affairs and operations and shall, as soon as practicable, after
the end of each financial year, cause to be prepared financial statements for
that financial year.

Accounting standards

10.In preparing itsfinancial statements, the Bank shall comply with accounting
standards to the extent that it is, in the opinion of the Board, appropriate to
do s0, having regard to the objects and functions of the Bank.
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External audit
11. The Auditor General shall audit the accounts of the Bank.

Statement of assetsand liabilities

12.(1) The Bank shall, immediately after the fifteenth day and after the last day
of each month, prepare and publish a statement of its assetsand liabilities
as at the close of business on such days respectively or, if either of those
days is a holiday, then at the close of business on the last business day
preceding those days.

(2) A copy of the statement made under subsection (1) shall be submitted to

the Minister.

Preparation and publication of financial statementsand report
13.(1) The Bank shall within three months from the close of itsfinancial year—
(a) submit to the Minister a copy of the financial statements of the Bank
prepared under section 9 and certified by the Auditor General, and
such statements shall then be published in the Gazette; and
(b) submit to the Minister a report by the Board on the working of the
Bank throughout the year and such report shall be published by the
Bank.

(2) The financial statements of the Bank and the report referred to in
paragraph (1)(b) shall be laid before the Senate and the House of
Representatives or if the Senate and the House of Representatives are not
then sitting, at the sitting of the following meeting of the Senate and the
House of Representatives.

PART IV
GOVERNANCE OF THE BANK

Board of Directors
14.(1) There shall be a Board of Directors of the Bank.
(2) The Board shall —

(a) be responsible for the genera administration of the affairs and
business of the Bank and the approva of the budget and operating
plan of the Bank;

(b) have oversight of the management of the Bank and keep under
constant review the performance of the Bank in giving effect to its
objects, carrying out its functions and the use of the resources of the
Bank; and
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(c) be responsible for such other matters as provided under this Act.
(3) The Board shall consist of the following members:
(a) the Governor;
(b) not more than three Deputy Governors; and
(c) not less than five but not more than eight directors appointed under
subsection 16 (1).

(4) The Board may require the Bank to produce any book or document and
shall have access to any information which is necessary or relevant for
the carrying out of its functions under this Act.

(5) For the purposes of carrying out its functions under this Act, the Board
may issue by-laws as are necessary and expedient in relation to the
administration, affairs and business of the Bank or in respect of any other
matters as set out in this Act.

Governor and Deputy Gover nor
15.(1) The Governor shall be appointed by the Yang di-Pertuan Agong and the
Deputy Governors by the Minister.

(2) The Governor and Deputy Governors shall be persons of impeccable
reputation with proven experience and recognized knowledge in
monetary or financial matters.

(3) The Governor and Deputy Governors shall be appointed on such terms
and conditions as provided for in their respective letters of appointment.

(4) The Governor shall be appointed for aterm of five years and the Deputy
Governors shall each be appointed for aterm of three years.

(5) The Governor and Deputy Governors shall be eligiblefor reappointment.

(6) The Governor shall manage the Bank and may, unless otherwise provided
under this Act or any other written law, exerciseall powersand do all acts
which may be exercised or done by the Bank under this Act or any
written law.

(7) During the absence of the Governor or inability of the Governor to act
due to any cause, the Deputy Governor designated by the Board, on the
recommendation of the Board Governance Committee, shall manage the
Bank and exercise al powers and do al acts which may be exercised or
done by the Governor under subsection (6).

(8) The Governor and Deputy Governors shall, unless provided otherwise
under this Act, devote the whole of their professional time to the service
of the Bank and while holding office shall not occupy any other office or
employment whether remunerated or not:

Provided that they may if so appointed with the approval of the Minister—

(a) become directors, governors or members of a board, Appointment of
director by whatever name called, or of a committee or task force of
any international financia ingtitution or international organization
which the Government or Bank participatesin or isamember of or to
which the Government has adhered or given support or approval;
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(b) become directors of any corporation which is established by the Bank
under this Act or of any corporation in Malaysia which the Bank has
acquired or holds sharesin;

(c) become members of any committee or commission referred to in
subsection 70 (1); or

(d) become members of any charitable or educational organisation.

(9) Notwithstanding subsection (8) or any other provision in this Act, the
Governor or Deputy Governors may be appointed by any written law to
exercise such powers, discharge such duties, and perform such functions
under any written law, and to be conferred with such title of office asmay
be set out in such written law.

(10 The Governor and Deputy Governors shall be accountable to the Board
for their acts and decisions.

(1D The Governor may resign from office by notice in writing under his hand
addressed to the Yang di-Pertuan Agong and in the case of a Deputy
Governor by notice in writing under his hand addressed to the Minister.

Appointment of director

16.(1) The directors referred to in paragraph 14 (3)(c) shall be appointed by the
Yang di-Pertuan Agong on the advice of the Minister on such terms and
conditions as provided for in their respective letters of appointment.

(2) Before giving advice on an appointment of a person to the office of
director under subsection (1), the Minister shall have regard to—

(2) that person's probity and standing;

(b) that person's knowledge, skill and experience in banking, economics
or finance; and

(c) the likelihood of any conflict between the interests of the Bank and
any interest which that person has or represents.

(3)A director shall, at al times, act honestly and in the best interest of the
Bank and use reasonable diligence in the discharge of the duties of his
office.

(4) A director shall not make improper use of any information acquired or
exercise any improper influence by virtue of his position as a director to
gain, directly or Disgualification of Governor, Deputy Governor and
director indirectly, an advantage for himself or for any other person.

(5) A director shall not act as representative or delegate on the Board from
any commercial, financial, agricultural, industrial or other interests with
which he may be connected:

Provided that the prohibition shall not extend to any director holding or
for the time being acting in the office of Secretary Genera to the
Treasury.
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(6) Except as provided in paragraph 17 (2)(a), a director appointed under
subsection (1) shall hold office for a term of three years and shall be
eligible for reappointment.

(7) The directors appointed under subsection (1) shall be paid by the Bank
such remuneration and allowances as may be approved by the Minister.

(8) A director may resign from office by notice in writing under his hand
addressed to the Yang di-Pertuan Agong.

Disqualification of Governor, Deputy Governor and director
17.(1)No person shall be appointed or shal remain as Governor, Deputy

Governor or other director of the Bank if he—

(a) isor becomes amember of the Senate or House of Representatives or
any Legidative Assembly;

(b) subject to paragraph (2)(a), is or becomes a public officer;

(c) subject to paragraph (2)(b), is or becomes an officer or adirector of any
entity under the supervision of the Bank;

(d) is convicted of a criminal offence involving dishonesty or of any
criminal offence for which he has been sentenced to imprisonment;

(e) is or becomes bankrupt or suspends payment or compounds with his
creditors;

(f) is or becomes involved in any activity which may interfere with his
independence in discharging his duties; or

(8) isnot aMalaysian citizen.

(2) Notwithstanding subsection (1)—

(a) adirector appointed under subsection 16 (1) may bethe person holding
the office of Secretary General to the Treasury, and notwithstanding
subsection 16 (6) shall remain amember of the Board for solong ashe
holds the office of Secretary General to the Treasury or for such lesser
time as may be provided in his |etter of appointment; and

(b) a Deputy Governor appointed with the approval of the Board to the
board of any body corporate established or acquired by the Bank
under section 48 shall not be required to vacate his office as member
of the Board.

(3)The Yang di-Pertuan Agong may terminate the appointment of the

Governor or any director appointed under subsection 16 (1), and the

Minister may terminate the appointment of any Deputy Governor, if he—
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(a) becomes of unsound mind or incapable of carrying out his duties;

(b) is guilty of serious misconduct in relation to his duties;

(c) is absent, except on leave granted by the Minister in the case of the
Governor, or by the Governor in the case of al other directors, from
all meetings of the Board held during two consecutive months or
during any three monthsin any period of twelve months;

(d) fails to comply with his obligations under section 20; or

(e) isdisgualified under subsection (1).

Vacanciesin office of Governor, Deputy Governor or director
18. If the office of the Governor or any Deputy Governor or any other director

becomes vacant before the expiry of the term for which he has been
appointed, another person may be appointed by the Yang di-Pertuan Agong
in the case of the Governor or a director appointed under subsection 16 (1),
or by the Minister in the case of a Deputy Governor, for the unexpired
period of the term of office of the person in whose place he is appointed.

M eetings of Board
19.(1) The Governor shall be the chairman of the Board and in his absence, the

directors present shall elect a chairman among the directors appointed
under subsection 16 (1) and the person so elected shall preside and have
all the powers of the chairman.

(2) The Board may meet as often as necessary but not less than oncein each
month.

(3) The chairman or any other director may, at any time, call ameeting of the
Board.

(4) The person calling a meeting shall ensure that—

(a) each director is given at least three days' notice of the meeting; or
Disclosure of interest

(b) if the meeting is to be convened as a matter of urgency, the directors
agree to waive the requirement under paragraph (a).

(5) At any meeting of the Board, the quorum shall be five directors, the
majority of whom shall be directors appointed under subsection 16 (1)
and decisions shall be adopted by a simple majority of the votes of the
directors present and voting:

Provided that in the case of an equality of votes, the chairman shall have
acasting vote.

(6) The chairman of the Board may authorize a director to use live video,
television links or other appropriate communication or multimedia
facilities to participate in any meeting of the Board where, prior to the
meeting, the director, by notification to the chairman, has requested for
such authorization and the director shall be treated as being present for
the mesting.
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(7) A resolution in writing, signed by all of the directors, shall beasvalid and
effectual asif it had been passed at ameeting of the Board duly convened
and held and any such resolution may consist of several documents in
like form, each signed by one or more directors.

Disclosure of interest
20.(1) A director who has any direct or indirect interest in any dealing or
business with the Bank or in the exercise or proposed exercise by the

Bank of a power shall disclose that interest at the first meeting of the

Board at which he is present after the relevant facts have come to his

knowledge.

(2) A disclosure under subsection (1) shall be recorded in the minutes of the
meeting of the Board and, after the disclosure, the director—

(a) shall not be present at, or take part in, any deliberation or decision of
the Board with respect to that dealing or business or the exercise or
proposed exercise of the power; and

(b) shall be disregarded for the purpose of constituting a quorum of the
Board for any such deliberation or decision.

(3)No act or proceeding of the Board shall be invalidated on the ground of
the contravention of subsection (1) by a director.

(4) A director who fails to comply with subsection (1) commits an offence
and shall, on conviction, be liable to a fine not exceeding one million
ringgit.

Board committees
21.(1) The Board shall establish the following committees of the Board:
(a) the Board Governance Committee;
(b) the Board Audit Committee; and
(c) the Board Risk Committee.
(2) Each Board Committee shall be responsible for such matters and shall
have such functions as provided under this Act.
(3) The Board Governance Committee shall have the following functions:
(a) to recommend members of the Monetary Policy Committee, Assessor
Committee and other committees of the Bank as may be appointed or
established by the Bank from time to time;
(b) to examine and recommend to the Board the budget and operating
plan of the Bank for approval; and
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(c) to be responsible for such other matters as provided under this Act.
(4) The functions of the Board Audit Committee shall be to assist the Board
inits oversight of —
(a) the integrity of the accounts and financial statements of the Bank;
(b) the effectiveness of the internal control system of the Bank;
(c) the performance of the internal audit function of the Bank; and
(d) the compliance by the Bank with legal and regulatory requirements.
(5) The functions of the Board Risk Committee shall be to assist the Board
in its oversight of the review and management of the enterprise risks of
the Bank.
(6) Each Board Committee shall consist of at least three directors appointed
under subsection 16 (1).
(7) Unless the Board determines otherwise, the procedures of each Board
Committee shall be as set out in the First Schedule.

PART V
MONETARY FUNCTIONS AND OPERATIONS OF THE BANK

Monetary policy
22.(1) In promoting monetary stability, the Bank shall pursue amonetary policy
which serves the interests of the Monetary Policy Committee country
with the primary objective of maintaining price stability giving due
regard to the devel opments in the economy.
(2) The monetary policy of the Bank shall be formulated and implemented
autonomously by the Bank, without any external influence.

Monetary Policy Committee

23.(1) There shall be a committee of the Bank to be known as the "Monetary
Policy Committee” which shall have the responsibility for formulating
the monetary policy and the policies for the conduct of monetary policy
operations.

(2) The Monetary Policy Committee shall consist of the Governor, the
Deputy Governors and not less than three but not more than seven other
members.

(3) Members of the Monetary Policy Committee may be appointed from
amongst directors appointed under subsection 16 (1) or officers and such
members shall be appointed by the Board on the recommendation of the
Board Governance Committee.
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(4) In addition to subsection (3), the Minister may appoint any other person
as amember of the Monetary Policy Committee on the recommendation
of the Board Governance Committee.

(5) The Board Governance Committee, in recommending any person to be a
member of the Monetary Policy Committee, shall at all times be satisfied
that the person has the expertise and experience relevant to the
responsibility and functions of the Monetary Policy Committee and be a
person of probity, competence and sound judgment.

(6) The members of the Monetary Policy Committee, other than the
Governor and Deputy Governors, may each be appointed for a term not
exceeding three years and shall be eligible for reappointment.

(7) The Governor and Deputy Governors shall remain as members of the
Monetary Policy Committee for so long as the Governor or Deputy
Governors hold office as Governor or Deputy Governor.

(8)No person shall be appointed as a member of the Monetary Policy
Committee or shall remain as a member if he—

(a) isor becomes amember of the Senate or House of Representatives or
any Legidative Assembly;

(b) is or becomes an officer or a director of any entity nyf. under the
supervision of the Bank;

(c) isor becomes apublic officer unless otherwise approved by the Board
or in the case of aperson appointed under subsection (4), the Minister;

(d) is convicted of a criminal offence involving dishonesty or of any
criminal offence for which he has been sentenced to imprisonment;

(e) is or becomes bankrupt or suspends payment or compounds with his
creditor;

(f) is or becomes involved in any activity which may interfere with his
independence in discharging his duties; or

(8) isnot aMalaysian citizen.

(9) The Board, or in the case of a person appointed under subsection (4), the
Minister, may remove amember of the Monetary Policy Committee if —
(a) the Board or the Minister, as the case may be, is satisfied that he is

guilty of serious misconduct in relation to his duties as a member of
the committee;
(b) he becomes of unsound mind or incapable of carrying out his duties; or
(c) heisdisqualified under subsection (8).

(10 The monetary policy of the Bank shall be formulated only at a duly
convened meeting of the Monetary Policy Committee.

(1D The Monetary Policy Committee shall be chaired by the Governor or in
the absence of the Governor, by the Deputy Governor designated by the
Board under subsection 15 (7).
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(12 The First Schedule shall apply to the Monetary Policy Committee.

Publication of monetary policy statement

24.Following each meeting of the monetary policy Committee, the Bank shall
publish a monetary policy statement on the decision made at the meeting
and the rationale for such decision.

Monetary policy operations
25.(1)In this Part, "monetary policy operations' means any transaction
undertaken by the Bank to manage liquidity in the financial system.
(2) The Monetary Policy Committee shall establish general principles,
guidelines, and terms and conditions for the monetary policy operations
carried out by the Bank under this Part.

Conduct of monetary policy operations
26.(1) The Bank shall conduct monetary policy operations to implement the
decisions of the Monetary Policy Committee.
(2) For the purpose of conducting monetary policy operations, the Bank—

(a) may issue securitiesin its own name provided that the total amount of
securitiesissued shall not at any time exceed the amount of theforeign
reserves;

(b) may purchase, sell and redeem securitiesissued by the Bank pursuant
to paragraph (a);

(c) may require a reserve to be held at the Bank by each financia
institution;

(d) shall havethe powers set out in section 75, in particular paragraphs(c),
(d), (), (), ®), (), (i) and (1); and

(e) may undertake such other financial transactionsinvolving currencies,
securities, precious metals or other commodities or financial
instruments as approved by the Monetary Policy Committee.

(3) The terms and conditions of a requirement under paragraph (2)(c) may
include—

(a) the principles and method for the determination of reserve;

(b) the penalty which shall not exceed one-tenth of one per centum of the
amount of the deficiency for every day during which the deficiency
continues or other sanctions for any non-compliance with the
reguirement;

(c) inthe case of —
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(i) anIdamic financial institution, the returns which may be given; or
(i) any other financial institution, the interest which may be paid,
by the Bank on the reserve.

PART VI
FINANCIAL STABILITY FUNCTIONSAND POWERS
OFTHE BANK

Chapter 1

Powers for promoting financial stability

Dual financial system
27. Thefinancial system in Malaysiashall consist of the conventional financial
system and the Ilamic financial system.

Financial stability powersunder the laws

28. The powers conferred upon the Bank under this Act and the written laws set
out in the Second Schedule are for the purposes of promoting financial
stability.

Interpretation

29.For the purposes of this Chapter, "risk to financial stability" means a risk
which in the opinion of the Bank disrupts, or is likely to disrupt, the
financial intermediation process including the orderly functioning of the
money market and foreign exchange market, or affects, or islikely to affect,
public confidence in the financial system or the stability of the financial
system.

Information for purposes of financial stability

30.(1) Intheinterest of financial stability, the Bank may request any supervisory
authority or Government agency in Malaysia overseeing the following
persons to submit to the Bank any information or document relating to
the activities, financing, accounts, transactions, customers' accounts or
any other information of such persons which the Bank considers
necessary for giving effect to thefinancial stability object under this Act:
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(a) any financial institution;

(b) any participant, intermediary, exchange, depository or provider of
clearing, settlement or other servicesin the financial markets;

(c) any other person which in the opinion of the Bank may pose arisk to
financial stability; or

(d) any related corporation of a person referred to in paragraph (), (b) or
(©).

(2) Where any person referred to in paragraph (1)(a), (b), (¢) or (d) is not under
the supervision or oversight of any supervisory authority or Government
agency, the Bank shall by order in writing require such person to submit
the information or document required under subsection (1).

Measuresfor financial stability
31.(1) Where the Bank considers it necessary in the interest of financial
stability, the Bank may—

(a) specify measures, which in the opinion of the Bank would contribute
to the resilience of the financial system or limit the accumulation of
any risk to financial stability, to a class, category or description of
persons engaging in financial intermediation; or

(b) issue an order in writing requiring any person within a class, category
or description of persons, including aclass, category or description of
persons engaging in financial intermediation, to take such measuresas
the Bank may consider necessary or appropriate to avert or reduce any
risk to financial stability.

(2) Before issuing an order under paragraph (1)(b), the Bank shall give the
person an opportunity to make representation.

(3) Notwithstanding subsection (2), an order under paragraph (1)(b) may be
issued first and the opportunity to make representations shall be given
immediately after the order has been issued if any delay would aggravate
therisk to financia stability.

(4)An order issued under paragraph (1)(b) may be amended or modified
where the representation is made after the order is issued.

(5) The person referred to in subsection (1) shall comply with such measure
or order from the date as the Bank may specify notwithstanding the
provisions of any other written law or of any obligations under any
contract, agreement or arrangement to the contrary.
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(6) The Bank may conduct due diligence or require such person to submit
any document or information or appoint an auditor or any other person
approved by the Bank to carry out an assessment, to determine whether
the person has complied with such measure or order under subsection (1).

(7) The remuneration of the auditor or such other person as approved by the
Bank under subsection (6) and other expenses relating to such assessment
shall be paid by the person referred to in subsection (1).

(8) Notwithstanding subsection (5), any measure or order issued under
subsection (1) shall not affect the enforcement by the parties of their
rights under a qualified financial agreement.

(9) Any person who fails to comply with subsection (5) or any requirements
imposed by the Bank under subsection (6) commits an offence and shall,
on conviction, be liable to a fine not exceeding ten million ringgit or to
imprisonment for aterm not exceeding ten years or to both.

Power for averting or reducing risk to financial stability
32.(1) Without prejudice to section 31, the Bank may,for the purpose of averting
or reducing any risk to financial stability—

(a) provide liquidity assistance to any financial ingtitution;

(b) enter into arrangements with aother central banks to provide liquidity
assistance to subsidiaries or branches outside Malaysia of any
financial ingtitution established in Malaysia; or

(c) in the case of any financial institution which has ceased to be viable
or which the Bank considers likely to become non-viable—

(i) purchase or subscribe to the shares or other capital instruments
issued by such financial institution;

(i) provide financing to any other financial institution or a body
corporate established by the Bank under paragraph 48 (1)(d) to
purchase the whole or part of the business, assets, liahilities,
shares or other capital instruments of such financia institution;
or
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(ili) subject to subsection 38 (2), by order published in the Gazette,
vest in the Bank, a body corporate established by the Bank
under paragraph 48 (1) (d), another financial institution or any
other person the whole or part of the business, assets or
liabilities of, or all or any of the shares or other capital
instruments issued by, such financial institution.

(14) The enforcement by the parties of their rights under a qualified financial
agreement shall not be affected by the making of an order for the vesting
of, the whole or part of the business, assets or liabilities of, or al or any
of the shares or other capital instrumentsissued by, afinancial institution
pursuant to subparagraph (1)(c)(iii).

(2) Notwithstanding the definition of "financial institution” in subsection 2
(1), the financial institution for purposes of paragraph 1(a) shall include
any financial institution which is under the supervision or oversight of
any other supervisory authority or is not under the supervision or
oversight of the Bank or any other supervisory authority.

Duediligence

33.Inrelation to afinancial institution referred to in paragraph 32 (1)(a) or (b) or
any of its related corporations, the Bank may conduct due diligence and
examine, take possession of or make copies or extracts of any books,
documents, accounts and transactions of the financial institution or any of
its related corporations or require such institution or any of its related
corporationsto submit any information or document the Bank requires prior
to the tabling of any proposal a a meeting of the Financial Stability
Executive Committee under subparagraph 38 (1) (a)(ii) or prior to providing
any liquidity assistance or during the period where any such assistance is
being provided.

Liquidity assistance under paragraph 32 (1) (a) or (b)
34. Liquidity assistance under paragraph 32 (1)(a) or (b) may be provided by way
of —
(a) financing against such form of security as the Bank may consider
sufficient;
(b) purchase or commitment to purchase assets of the financia
institution;
(c) lending or exchanging assets of the Bank against assets of the
financial ingtitution;
(d) guarantees or indemnities; or
(e) such other arrangements as the Bank may consider appropriate,
upon such terms and conditions as the Bank thinks fit in the circumstances.
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Additional provisionsrelating to subparagraph 32 (1)(cXi)

35.(1) The Bank may, as it deems necessary, in exercising its powers under
in subparagraph 32 (1)(c) relation to a financia ingtitution, by order in
writing—

(a) remove from office, with effect from such date as may be specified in
the order, any director, officer or employee of thefinancial institution;

(b) vary or terminate the contract of service of any director, officer or
employee of thefinancial institution as may be specified in the order; or

(c) appoint any person as a director, officer or employee of the financia
institution subject to such terms and conditions as the Bank may
specify.

(2) Before exercising its powers under subsection (1), the Bank shall givethe
director, officer or employee of the financial institution an opportunity to
make representation.

(3) This section shall have full force and effect notwithstanding—

(a) any conflict or inconsistency between this section and any other
provision of this Act;

(b) anything contained in any law including thelaw by or under which the
financial ingtitution is constituted, established, incorporated or
registered; or

(c) anything contained in the constituent document of the financia
ingtitution or in any contract entered into by or on behalf of the
financial institution or in any contract affecting the shares or other

capital instruments issued by or otherwise relating to the financial
institution.

Additional provisionsrelating to subparagraph 32 (1)(©) (iii)

36. (1)The Third Schedule shall apply in relation to an order of the Bank under
subparagraph 32 (1)(c)(iii) and such order shall be binding on all persons
to whom the order is made or who are affected by the order regardless
that such persons had no notice of any circumstances which led to the
making of the order, or had no opportunity to be heard by, or make any
representation to, the Bank regarding the order.

(2) This section shall have full force and effect notwithstanding—
(@) any conflict or inconsistency between this section and any other
provision of this Act;
(b) anything contained in any law including thelaw by or under which the
financial ingtitution is constituted, established, incorporated or
registered; or

— 394 —

B ke v L4

F 35 fF BREFOREOKGBZHARE
(D & 73 & A7 @ % 32 1% % (DIFEH%G)
ZBE o deiiy vk o WE G S ——
(a)ﬁ’:rx{éiﬁﬁﬁ‘iﬁ\ﬁi FEE%T@;’\ » T
fp A e B
O RLAL S ERP e T B
Ve A 2o ERRE K R
© i & Forais i Bhih b bR -
,E KL EA
<m%ﬁﬁ@xpm7 EE I NIRRTy
BB lfa:’\l‘ﬁ‘* Loz o
(3) lm_’? P ’f’l]'r‘i‘ﬂ N N S |’3}3 = 23 A
@B ARZzHPEL RS - KR

¥

T

DESFER IR EY ¥ TS EE FUE N
BEwZZEE FHAENTEIRG RBR
T_;

© &mipfpL mm 2~ B F2 25 A
P EBBREF FLIRPAFT AL LR
HofAiET I AT A MRTS Yo

% 36 # % NEEOEORK (i) BXHARZ
(1) * {7 i& % 32 1% 5 (DA () (i) T2 5 IS
W HSHEZRL A FA G i%
é:gikijfléiﬂvzwé\#vq\’ﬂ {@ia i

2as REFF e ATMER L2BE o
) 13_?73 T FEAS ﬂ\.ﬂ:{m’ﬁ Z > 2 e
(@) &+
(b)

‘é’:f—!fb'l '\?féﬁ‘f\ N

ééé’cﬁﬁﬁﬁﬁﬁuﬁﬁ‘ai
w2 ko FHAETTERG A AR

~

~

( 0 \u
[
oo

— 395 —



Central Bank of Malaysia Act 2009

(c)anything contained in the constituent document of the financial
institution or in any contract entered into by or on behalf of the
financial institution or in any contract affecting the shares or other
capital instruments issued by or otherwise relating to the financial
institution.

(3) Where the Bank makes an order to a financial institution referred to in
subparagraph 32 (1)(c)(iii), the Bank shall give notice of such order by
publication in at least two daily newspapers published in Malaysia, one
of which shall be in the national language.

(4) The notice under subsection (3) shall include the transacted price of the
transfer and the right of any affected person to appea under subsection
(1D on the transacted price to the Assessor Committee constituted under
subsection (12).

(5) The transacted price referred to in subsection (4) shall be determined by
an independent valuer.

(6) Subject to subsection (1), the transferee and the transferor shall mutually
agree on the person to be appointed by the Bank as the independent
valuer under subsection (5).

(7) Where an agreement under subsection (6) cannot be reached between the
transferee and the transferor within a period the Bank determines to be
reasonable, the appointment of an independent valuer shall be made by
the Minister upon the matter being referred to him by the Bank and the
decision of the Minister shall be final.

(8) The remuneration of the independent valuer appointed under subsection
(6) or (7) shall be payable out of the transacted price unless otherwise
determined by the Bank.

(9) In determining the transacted price under subsection (5) for the business,
assets, liabilities, shares or other capital instruments of the transferor, the
independent valuer shall —

(a) have regard to matters which the independent valuer considers
relevant including the prevailing market conditions for sale or
disposal of similar business, assets, liabilities, shares or other capital
instruments of the transferor; and

(b) disregard any benefit derived from any specia financial assistance
provided directly or indirectly by the Bank or the Government to the
transferor.

(10 Notwithstanding subsection (9), where the transferor isinsolvent and the
whole of the business, assets or liabilities of the transferor are vested
under subparagraph 32 (1)(c)(iii), a consideration of one ringgit shall be
deemed to be reasonabl e as the transacted price under subsection (5).
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(ID Any person aggrieved by the transacted price may, within twenty-one
days from the date of publication of the notice under subsection (3),
appeal on the transacted price to the Assessor Committee constituted
under subsection (12) by submitting the appeal in writing to the Bank.

(12 Where any person appeas under subsection (1), the Bank shall
constitute an Assessor Committee consisting of three independent
persons as members of the Assessor Committee, drawn from a panel
of ten persons appointed by the Minister on the recommendation of
the Board Governance Committee, and refer the appeal to the
Assessor Committee.

(139 The Assessor Committee constituted under subsection (12 may
determine its own procedures.

(1) Wherethe vesting under subparagraph 32 (1)(c)(iii) isto bein the Bank
or abody corporate established by the Bank under paragraph 48 (1) (d),
the independent valuer referred to in subsection (5) shall be appointed
by the Minister.

(15 A vesting of the business, assets, liabilities, shares or other capital
instruments of atransferor under subparagraph 32 (1)(c)(iii) shall take
effect despite any appeal under subsection (1), or any decision made
by the Assessor Committee.

(16 The Bank may, as it deems necessary, in exercising its powers under
subparagraph 32 (1)(c)(iii) in relation to a transferor, by order in
writing—

(a) remove from office, with effect from such date as may be
specified in the order, any director, officer or employee of the
transferor;

(b) vary or terminate the contract of service of any director, officer
or employee of the transferor as may be specified in the order; or

(c) appoint any person as a director, officer or employee of the
transferor subject to such terms and conditions as the Bank may
specify.

(17 Before exercising its powers under subsection (16), the Bank shall give
the director, officer or employee of such transferor an opportunity to
make representation.

(18) For purposes of this section—

"transacted price" means the price at which the whole or part of the

business, assets or liabilities of, or all or any of the shares or other capital

instruments of afinancial institution referred to in subparagraph 32 (1)(c)

(iii) isvested in the transferee;
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"transferee” means the Bank, a body corporate established by the Bank
under paragraph 48 (1)(d), afinancia institution, or any other person, as
the case may be, in which is vested under subparagraph 32 (1)(c)(iii) the
whole or part of the business, assets or liabilities of, or all or any of the
shares or other capital instruments issued by the financial institution
which has ceased to become viable or which the Bank considerslikely to
become non-viable;

"transferor" means the financia institution under subparagraph 32 (1)(c)
(iii) which has ceased to become viable or which the Bank considers
likely to become non-viable, the shareholders of such financial
ingtitution or the holders of the capital instruments of such financial
ingtitution, as the case may be.

Financial Stability Executive Committee
37.(1) For the purposes of section 38, there shall be a committee of the Bank to
be known as the "Financia Stability Executive Committee”.

(2) The Financial Stability Executive Committee shall consist of the
Governor, one Deputy Governor and not lessthan three but not more than
five other members appointed by the Minister on the recommendation of
the Board from amongst directors appointed under subsection 16 (1) or
other persons.

(3) The Board, in recommending any person to be amember of the Financia
Stability Executive Committee, shall at al times be satisfied that the
person has the expertise and experience rel evant to the responsibility and
functions of the Financial Stability Executive Committee and be aperson
of probity, competence and sound judgment.

(4) The Secretary General to the Treasury shall beinformed of and beinvited
to all meetings of the Financial Stability Executive Committee.

(5) When the Secretary General to the Treasury or his representative attends
ameeting of the Financia Stability Executive Committee referred to in
subsection (4) he attends asamember of the Financial Stability Executive
Committee.

(6) Where any proposal made by the Bank under subsection 38 (1) isin
respect of a person or financia institution under the supervision or
oversight of another supervisory authority, the head of that supervisory
authority shall be informed and the head of that supervisory authority or
his representative shall be present at the meeting of the Financial
Stability Executive Committee as a member.

(7)The absence of the Secretary General to the Treasury or his
representative at any meeting of the Financial Stability Executive
Committee or the head of any supervisory authority concerned or his
representative, as the case may be, at any meeting of the Financial
Stability Executive Committee shall not invalidate the decision made at
such meeting of the Committee.
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(8) The Financia Stability Executive Committee shall be chaired by the
Governor or, in the absence of the Governor, by the Deputy Governor
designated by the Board under subsection 15 (7).

(9) The Financial Stability Executive Committee shall meet as required by
the Bank and at any meeting of the Financia Stability Executive
Committee the quorum shall be three members, including the Governor
or, in the absence of the Governor, the Deputy Governor designated by
the Board under subsection 15 (7).

(10 The Financial Stability Executive Committee may determine its own
procedures.

Power s and functions of the Financial Stability Executive Committee
38.(1) The Bank shall table the following proposals at ameeting of the Financial

Stability Executive Committee:

(a) a proposal in respect of a person or financial institution, as the case
may be, which is under the supervision or oversight of any other
supervisory authority, or is not under the supervision or oversight of
the Bank or any other supervisory authority—

(i) under paragraph 31 (1)(a) for ameasureto be specified to aclass,
category or description of persons engaging in financial
intermediation or under paragraph 31(1)(b) for an order to be
issued to such person within a class, category or description of
persons; or

(i) under paragraph 32 (1)(a) for the provision of liquidity
assistance to such financial institution;

(b) aproposal under paragraph 32 (1)(b) to enter into arrangementsin
relation to subsidiaries or branches outside Malaysia of a financial
ingtitution established in Malaysia;

(c) a proposal under subparagraph 32 (1)(c)(i) for the purchase or
subscription of shares or other capita instruments of a financial
institution;

(d) a proposal under subparagraph 32 (1)(c)(ii) for the provision of
financing for the purchase of business, assets, liabilities, shares or
other capita instruments of another financia institution; and

(e) a proposal under subparagraph 32 (1)(c)(iii) for an order to vest the
business, assets, liabilities, shares or other capital instruments of a
financial institution in the Bank, a body corporate established by the
Bank under paragraph 48 (1)(d), another financial institution or any
other person.
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(2) The Financial Stability Executive Committee may decide to accept any Q) & ﬁﬁﬁ TREAELEL ¢ T FN L Fik ENGE:]
prppogal tabled at the megting of the Committee under subsection (1), ﬂ'& M2 i AR RAFRNE R KT A
reject the proposal or require the Bank to table another proposal for the iy B ol 2 werw
consideration of the Committee and the Bank shall act in accordancewith 6 %37 € iR FHL o

the decision of the Committee.
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by the Bank under subsection 31 (1) or subparagraph 32 (1)(c)(iii) or any 2 ('”) PriER L G M AT &G M
other action, arrangement, scheme or measures of the Bank in connection EhbiAGHs AT A7E ﬁﬂ:f «LT'F F
with financial stability related or consequent to any such order or in TR % —\,;P. o WA FARE C B YA

relation to any other matter under this Chapter, the court shall, subject to

E > L‘H,._;_ o~ L 4&/“4—%_ ’-i d\“'l'—’;‘"
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(3) The court shall not in any civil proceedingsin relation to any order issued 3)

by the Bank under subsection 31 (1) or subparagraph 32 (1)(c)(iii) or any
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make any order against an officer of the Bank if the effect of granting the LM A4

gk A fH A
injunction or making the order would be to give any relief against the 7 E RN R e

Bank which could not have been obtained in proceedings against the * ?f AP 2 jr“
Bank. L?:Q:%'?,z v EFRAE L 2 o
(4) Any order issued under subsection 31 (1) or subparagraph 32 (1)(c)(iii) 4) &% 31 i % ()% & % 32 i 5 Q)7 (02 (iii) F

shall have effect in accordance with the provisions of this Part and, P N SN VI S a4 P
notwithstanding any legal proceedings instituted pursuant to subsection " :i\' = R I )
(2), shall be binding on any person to whom the order is issued. YRS SR SR S VIR BER S F RS I
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Arrangementswith other supervisory authorities
40.(1) For the purposes of promoting financial stability, the Bank may—

(a) enter into arrangements to co-operate with other supervisory
authorities and co-ordinate financial stability measures with such
supervisory authorities; and

(b) obtain any information or document from, or share any information or
document with, any other supervisory authority if the Bank considers
it necessary that such information or document be so obtained or
shared.

(2) Where the Bank shares any information or document under paragraph

1(b)—

(a) with any supervisory authority in Malaysia, such information or
document shall not be disclosed to any person except with the written
consent of the Bank; or

(b) with any supervisory authority outside Malaysia, such supervisory
authority shall give an appropriate undertaking for protecting the
confidentiality of such information or document and the purposes for
which the information or document may be used.

Advice or recommendationson financial stability to supervisory authorities
41. The Bank may, in the interest of financial stability advise, or make
recommendations to any supervisory authority in Malaysia on—
(a) theimplications of any written law, policies or measures proposed by
such authority which may affect financial stability; and
(b) appropriate measures or safeguards to take for purposes of promoting
financial stability.

Confidentiality

42.(1) Except as provided in paragraph 40 (1)(b) and section 86, any information
or document submitted by any person under section 30 shall be
confidential as between the person and the Bank.

(2) Any person whoisrequired to submit any information or document under
section 30 and any supervisory authority in Malaysia from which
information or document is to be obtained by the Bank under paragraph
40 (1)(b) shall provide such information or document, notwithstanding the
provisions of any written law whether enacted before or after the
commencement of this Act or any oath, undertaking, or requirement of
secrecy to the contrary or of any obligation under any contract,
agreement or arrangement whether express or implied to the contrary.
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(3) Any person shall not, in complying with the requirement to submit any
information or document under subsection (2), be treated as being in
breach of any such contract, agreement or arrangement.

Chapter 2

Money market and foreign exchange mar ket

Rules, guidelines, etc., for money market, etc.

43.(1) The Bank may issue rules, codes, standards, principles or guidelines for
the purposes of regulating, devel oping, or maintaining orderly conditions
or theintegrity of, the money market, the foreign exchange market or the
market for the derivatives related to the currencies, securities and other
financial instruments traded in these markets.

(2) Without prejudice to the generality of subsection (1), rules, codes,
standards, principles or guidelines may beissued in respect of the money
market, the foreign exchange market or the market for the derivatives
related to the currencies, securities and other financial instruments traded
in these markets—

(a) to ensure orderly dealings in such markets;

(b) to impose obligations and duties on participants of such markets or
any system established or operated, including those pursuant to
subsection 44 (1); and

(c) on the issuance or acquisition, holding or disposal of financia
instruments in such markets.

(3) The Bank may, subject to such terms and conditions as the Bank may
impose, appoint a self-regulatory organization established for theforeign
exchange market or the market for the derivatives related to the
currencies, securities and other financial instruments traded in these
markets for the purposes of —

(a) promoting the regulation, development and maintenance of orderly
conditions or the integrity of such markets; and

(b) rendering such assistance as the Bank may specify in the exercise of
its powers under subsection (1) or exercising such powers on behalf of
the Bank.

(4) The appointment referred to in subsection (3) shall be published in the
Gazette.

(5) The Bank shall enter into arrangements with supervisory authorities in
Malaysia to co-ordinate on the regulation of derivatives or financial
instruments in the money market which are within the supervision and
oversight of the supervisory authorities.
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The Bank may establish system for funds, debt securities, etc.
44.(1) The Bank or any body corporate established or acquired by the Bank

under paragraph 48(1)(c) or any person authorized by the Bank may

establish or operate any system, electronic or otherwise, as may be

necessary —

(a) to facilitate the transferring, clearing and settlement of funds and debt
securities;

(b) to facilitate the tendering, issuance, borrowing and lending of debt
securities;

(c) to provide information to any person relating to the money market or
to the tender, issue, trading and offer, or bid prices of debt securities
or any other related information relating to debt securities;

(d) for the central handling of debt securities deposited with the Bank by
means of entries in debt securities accounts without physical delivery
of certificates;

(e) for the carrying out of any other activity related to any of the systems
in paragraphs (a) to (d); and

(f) for the dissemination of information relating to paragraphs (a) to (e),
in such markets, as the case may be.

(2) The Bank may function as a depository or paying agent or undertake any

other ancillary or incidental function related to the establishment or
operation of any of the systems referred to in subsection (1).

(3) For purposes of this section, "debt securities" includes—

(a) stock issued under the Loan (Local) Act 1959;

(b) Treasury Billsissued under the Treasury Bills (Local) Act 1946;

(c) investments under the Government Funding Act 1983 ;

(d) securities issued by the Bank under paragraph 26 (2) (a);

(e) debentures, as defined in the Companies Act 1965, denominated and
payable in ringgit issued by the Government of any State, any public
authority, any statutory body, any corporation including a private or a
public company, or such other persons who under their constituent
documents may issue such debentures that are tendered, deposited,
cleared or settled through any system established or operated by the
Bank pursuant to this section; and
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(f) such securities or debentures as may be approved by the Minister on
the recommendation of the Board that are tendered, deposited, cleared
or settled through any system established or operated by the Bank or
any body corporate established or acquired by the Bank or any person
authorized by the Bank pursuant to this section.

Chapter 3

Financial services and other functions

Co-operation with financial institutions
45, The Bank shall use its best endeavours in co-operation with financial
ingtitutionsin Malaysiato—
(a) promote and maintain banking and financia services for the public;
and
(b) foster high standards of banking and finance in Malaysia.

Clearing houses and settlement of balances between financial institutions

46.(1) In order to facilitate the clearing of cheques and other credit or payment
instruments for financial ingtitutions or any person approved by the
Bank, the Bank or any body corporate established or acquired under
paragraph 48 (1)(c) may, at an appropriate time and in conjunction with
such institutions or person, establish a clearing house in Kuala Lumpur
and in such other place as the Bank or the body corporate may consider
necessary.

(2) A financia institution or any person approved by the Bank shall settle, in
such manner as the Bank or the body corporate may from time to time
specify by notice in writing, all balances between itself and any other
financial institution or any person approved by the Bank arising out of the
general clearances effected in Kuala L umpur and such other places asthe
Bank or a body corporate established or acquired under paragraph 48

(1)(c) may specify.

Credit bureau

47.(1) The Bank may establish a credit bureau to collect, in such manner and to
such extent as the Bank thinks fit, credit information (including
information on and relating to the rejection of any chegue by a paying
bank by reason of insufficiency of fundsin the account of the drawer of
the cheque) or any other information which the Bank considers relevant
in the assessment of the creditworthiness of the customers of any
financial institution.
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(2) Notwithstanding section 86, the Bank may disclose, in such manner and

(2) EY % 86I'—!-7 J'FLK’ ﬂ\f‘rfgl/ﬂ\f‘f i F“
to such extent as the Bank thinksfit, the credit information to— S i

(2) any financial institution for the purpose of assisting in assessing the 222 R RTRTREDY TA—
creditworthiness of its existing and potential customers or for the a P g T NA R B
purpose of assisting afinancial institution to assess the digihility of a (@) # & ﬁﬁ%ﬁ e E‘P V’ = B =T

customer to maintain or open a current account with the financial
ingtitution being a financial institution authorized by the Bank to
operate a current account, provided that the information disclosed by
the Bank shall be secret between the Bank and the financial institution
unless the financial institution is requested by a customer to disclose
the information in respect of the customer's account;

(b) a customer of afinancial institution in respect of his own account, or

as the Bank thinks fit, to a customer or any person in respect of any
account in which such customer or person has incurred any financial
obligation, for the purpose of verifying the accuracy of the credit
information provided by the financia institution, or for any other
purpose as the Bank thinksfit, provided that the information disclosed
by the Bank to such customer or person in respect of any account in
which such customer or person has incurred any financial obligation
shall be secret between the Bank and the customer or person
concerned,

(c) any credit reporting agency which isregistered under any law relating

to credit reporting agencies, as the Bank thinks fit, for the purpose of
providing credit reporting or credit assessment services, or for any
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effect to the objects and carrying out the functions of the Bank under PR 2 i im g o = A s w
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(3) No action, suit, prosecution or other proceeding shall lie or be brought,
instituted or maintained in any court or before any other authority against
the Bank on account of or in respect of any act done or statement made
or omitted to be done or made under this section if the act or statement
was done or made or omitted to be done or made in good faith.
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(4) Any director, officer or employee of the Bank, afinancial institution or a
credit reporting agency or any person referred to in paragraph (2)(d) or (e)
to whom any credit information has been disclosed who fails to comply
with the conditions provided for in the same provision commits an
offence and shall, on conviction, be liable to a fine not exceeding one
million ringgit.

Establishment of body cor por ate, etc.
48.(1) Notwithstanding section 76, the Bank may—

(a) establish a body corporate for the purpose of training, research and
development of human resource in relation to banking and financial
services,

(b) establish a body corporate for the purposes of providing financial
counselling, debt management services and education on financia
management;

(c)establish a body corporate or acquire, hold or sell shares of a body
corporate, wholly or partly, to operate payment systems or issue
payment instruments, and undertake any other ancillary or incidental
function or activity, for the purpose of promoting and developing
payment systems and payment instrumentsin Malaysia;

(d) establish a body corporate or acquire or hold shares of a body
corporate, wholly or partly, for the purposes of subparagraph 32 (1)(c)
(i), (ii) or (iii);

(da) establish a body corporate or acquire or hold shares of a body
corporate, wholly or partly, for the purposes of carrying out the
functions of abridge institution under any written law enforced by the
Bank; and

(e) with the approval of the Minister on the recommendation of the
Board, and subject to section 50, establish abody corporate or acquire,
hold or sell shares of a body corporate, wholly or partly, for the
purposes of giving effect to its objects and carrying out its functions
under this Act.

(2) The Bank may—

(a) grant, donate or provide financing as may be necessary for the
establishment or operations of a body corporate established under
paragraphs (1)(a) and (b) and create and manage a fund to meet the
expenses of such body corporate;

(b) provide financing as may be necessary for the establishment or
operations of a body corporate established or acquired under
paragraph (1)(c) or (d); and
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(c) subject to section 50, provide financing as may be necessary for the
establishment or operations of a body corporate established or
acquired under paragraph (1)(e).

(3) The Bank may only provide financing under paragraph (2)(b) to a body
corporate established or acquired under paragraph (1)(c) which iswholly
owned by the Bank.

(4) The Bank may only provide financing under paragraph (2)(b) to a body
corporate established or acquired under paragraph (1)(d) which iswholly
owned by the Bank or jointly owned by the Bank and the Government.

(5) The Moneylenders Act 1951 shall not apply to a body corporate
established under paragraphs (1) (d) and (da).

Financing for special purposes
49. The Bank, with the approval of the Minister on the recommendation of the
Board, may establish funds to provide financing through financial
ingtitutions on such terms and conditions as the Bank thinks necessary—
(2) in the event of any exigent circumstances or force majeure; and
(b)to any segment of the economy for the purposes of promoting
financial inclusion.

Limit on investment and financing

50. The value of shares held by the Bank under paragraph 48 (1)(e) together with
the financing made under paragraph 48 (2)(c) and funds established under
section 49 shall not in the aggregate at any time exceed two times the
Genera Reserve Fund.

PART VII
ISLAMIC FINANCIAL BUSINESS

Chapter 1

Shariah Advisory Council

Establishment of Shariah Advisory Council

51.(1) The Bank may establish a Shariah Advisory Council on Islamic Finance
which shall be the authority for the ascertainment of Islamic law for the
purposes of Idlamic financial business.

— 418 —

B ke v L4

© 2 & ¥ HHEDAEME A 2H 2 &Y
oo ik % 50 EAR TR gl o

(&iﬁw“2ﬁ®ﬂﬁpﬁwp,ﬁﬁfﬁﬁg
FDFBOIF 2K NBE > T A2 F R
F AR 'wﬁﬁ °

(4) & 72 % 25 (D& B pF > FEHA TR
FOEIR2 K2 EBE > 2 d ATH fp &
R PG H 230202 A il o

(5) 1951 # 2k 4 ;2 ¥ % (DA 2 (da) %
F2E A AR 2 o

'riljl‘iiﬁ—o’ﬂ\f—r,gﬂ i?ﬁ:&’f %K . e

% 49 % HplBHTHR
L
LoREAE D BB E AR EY

Lﬁrﬁ |I+ li'ﬁl—aﬁﬁ;\—
(@y?%Tﬁ*%41“ﬁ 2RRE 2
(b) 5 2 g intsy > Heds ¥ B &b -

% 50 #% HERRREBZRH
AFRE ABEF(DAEFIFF 2R §E
gk % ABIE H (QMOB A B2 il o 5 ik F 49
FR 2 A BREFAEREF L E£2
A2 o

FT1EF FHESRER

Fleh FHERNEARE

%51 4 PHEBNEREIRYL
= ”?}“"E%Wfﬁﬁ%* R ERFEALT
é &F'Q“E?r FER ﬂ'TW$ﬁl‘»”‘¥ZZ-L [£3 ﬁTWT Ex o

— 419 —



Central Bank of Malaysia Act 2009

(2) The Shariah Advisory Council may determine its own procedures.

Functions of Shariah Advisory Council
52.(1) The Shariah Advisory Council shall have the following functions:
(2) to ascertain the Islamic law on any financial matter and issue aruling
upon reference made to it in accordance with this Part;
(b) to advise the Bank on any Shariah issue relating to Islamic financial
business, the activities or transactions of the Bank;
(c) to provide advice to any Islamic financial institution or any other
person as may be provided under any written law; and
(d) such other functions as may be determined by the Bank.
(2) For the purposes of this Part, "ruling" means any ruling made by the
Shariah Advisory Council for the ascertainment of Islamic law for the
purposes of Islamic financial business.

Appointment of membersto Shariah Advisory Council

53.(1) The Yang di-Pertuan Agong may, on the advice of the Minister after
consultation with the Bank, appoint from amongst persons who are
qualified in the Shariah or who have knowledge or experience in the

Shariah and in banking, finance, law or such other related disciplines as

members of the Shariah Advisory Council.

(2) If ajudge of the High Court, the Court of Appeal or the Federal Court, or
ajudge of the Shariah Appeal Court of any State or Federal Territory, is
to be appointed under subsection (1), such appointment shall not be made
except—

(a) in the case of ajudge of the High Court, the Court of Appeal or the
Federal Court, after consultation by the Bank with the Chief Justice;
and

(b) in the case of a judge of the Shariah Appeal Court of any State or
Federal Territory, after consultation by the Bank with the Chief
Shariah Judge of the respective State or Federal Territory, as the case
may be.

(3) A member of the Shariah Advisory Council appointed under subsection
(1) shall hold office on such terms and conditions as may be provided in
their respective letters of appointment, and shall be eligible for
reappointment.

(4) The members of the Shariah Advisory Council shall be paid such
remuneration and allowances as may be determined by the Board from
the funds of the Bank.

— 420 —

B ke v L4

Q) EETHHALE €T FimTLREASE o

F 52 4% FPHMEHHNEAEIHRE
(D) Barfsgat | 2o icdhe™
@ AP * oG AR AR AT R
ETE ST RN i [ -
b) 47z pdiffbpEn - EFHa2 I i
BER
©) ¥ ERBHLN L R &2 22 4
REL L Z
dHw&AFPTZH0N -
@ FrF2p TR, G rATFFALT
éﬁﬁﬁ?%aﬁﬁﬁﬁ%ﬁ7¢%wég,

—

B R

% 53 1% PHEBHEEERBEZES

(Dﬁ%ifﬁﬁﬁiﬁﬁi@’mﬁwféﬁ’
EHBREIF R AL AEEHNF 4
fo AR MAREG b AL ik

8 S A A S
(2)%@/27}175‘._@’%/ZPm‘%/K‘LPm‘%K o
PR RS2 T 0 RALT AR > 4
Bias)IES LiEh
(@ F F 2 P FERABINE R EF o
d ﬂ‘f‘/pﬁ? T ﬁ‘y‘/;‘
(YR “ﬁ%wjﬁm&igﬁ’ﬂiﬁ

LhE
B AL F R A A
Q)BT h2zlFHat] ¢2F  Hiz
ﬁﬂali%lla-l——lﬁﬁ/”\l\’ i\‘”‘rlgéi‘r"
4) B2riFRaL F ¢ F 232 2Pk d 2%
gt Fd AFL o o

o

— 421 —



Central Bank of Malaysia Act 2009

Secretariat to Shariah Advisory Council
54, The Bank may—

(a) establish a secretariat and such other committees as it considers
necessary to assist the Shariah Advisory Council in carrying out its
functions; and

(b) appoint any officer of the Bank or any other person to be amember of
the secretariat or such other committees.

The Bank and Idamic financial institutions to consult Shariah Advisory
Council
55.(1) The Bank shall consult the Shariah Advisory Council on any matter—
(a) relating to Islamic financial business; and
(b) for the purpose of carrying out its functions or conducting its business
or affairs under this Act or any other written law in accordance with
the Shariah,
which reguires the ascertainment of Islamic law by the Shariah Advisory
Council.
(2)Any Idlamic financia institution in respect of its Islamic financia
business, may—
(2) refer for aruling; or
(b) seek the advice,
of the Shariah Advisory Council on the operations of its businessin order
to ascertain that it does not involve any element which is inconsistent
with the Shariah.

Referenceto Shariah Advisory Council for rulingfrom court or arbitrator

56.(1) Where in any proceedings relating to Islamic financial business before
any court or arbitrator any question arises concerning a Shariah matter,
the court or the arbitrator, as the case may be, shall —
(a) take into consideration any published rulings of the Shariah Advisory

Council; or
(b) refer such question to the Shariah Advisory Council for its ruling.
(2) Any request for advice or aruling of the Shariah Advisory Council under

this Act or any other law shall be submitted to the secretariat.
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Effect of Shariah rulings

57.Any ruling made by the Shariah Advisory Council pursuant to a reference
made under this Part shall be binding on the Islamic financia institutions
under section 55 and the court or arbitrator making areference under section
56.

Shariah Advisory Council ruling prevails

58.Where the ruling given by a Shariah body or committee constituted in
Malaysia by an Islamic financia institution is different from the ruling
given by the Shariah Advisory Council, the ruling of the Shariah Advisory
Council shall prevail.

Chapter 2

Power s of the Bank

The Bank toissuecirculars, guidelines, etc., on Shariah matters

59.(1) The Bank may issue such written circulars, guidelines or notices on any
Shariah matter relating to the Islamic financial business carried on by any
Islamic financial institution in accordance with the advice or ruling of the
Shariah Advisory Council.

(2) An Islamic financial institution shall comply with any written circulars,
guidelines or notices issued by the Bank under subsection (1) and within
such time as may be set out in the circulars, guidelines or notices.

(3) Any person who failsto comply with any circulars, guidelines or notices
issued by the Bank under subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding three million ringgit.

Promotion of Malaysia asan international 1slamic financial centre
60.(1) The Bank shall, in co-operation with the Government or any Government
agency, statutory body, supervisory authority or international or
supranational organization, develop and promote Malaysia as an
international Islamic financial centre.
(2) For the purposes of subsection (1), the Bank may—
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(a) establish asecretariat or other committees to assist the Government or
any organization, council, agency or committee established by the
Government; and

(b) generally take such measures or facilitate such actions or provide

financing,
as may be necessary for the development and promotion of Malaysia as
aninternational Islamic financial centre.

PART VIII

CURRENCY
[Note: Section 61 to Section 66 of this Part have not comeinto force yet. In thisregard, Part 11 of
the repealed Central Bank of Malaysia Act 1958 containing Section 18 to Section 27A are still in
force notwithstanding the repeal of that Act.]

Unit of currency
61.¢(1) The unit of currency in Malaysia shall be the ringgit, which shall be
divided into one hundred sen.
(2) The abbreviated form of the ringgit shall be "RM" or "MYR".

Right toissue, print or mint currency

62.(1) The Bank shall be the sole authority to issue currency notes and coinsin
Malaysia and such notes and coins shall only be printed or minted by or
under the authority of the Bank.

(2) The Government, any Sate Government, public authority, financial
ingtitution, other institution or person shall not issue, print, mint or
authorize the printing or minting of currency or any document or token
payable to bearer on demand being documental tokens, which in the
opinion of the Bank, are likely to pass as legal tender.

Legal tender
63.Only currency notes and coins issued by the Bank shall be legal tender in
Malaysia.

The Bank may call in currency

64.(1) The Bank may, fromtimeto time, on giving not lessthan a month's notice
in the Gazette of its intention to do so, call in any of the currency notes
or coinsissued by the Bank.

(2) Upon the expiration of the notice, all currency notesor coinsto whichthe
notice applies shall cease to be legal tender, but the Bank shall continue
to beliableto pay any such currency notes or coinson presentation at the
offices of the Bank.
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The Bank may buy and sell ringgit

65. The Bank shall at its discretion buy and sell ringgit against gold or any
foreign currency eligible for inclusion in the foreign reserves set out under
this Act.

Exchange rate regime for ringgit
66.(1) The exchange rate regime for the ringgit shall be determined by the
Minister on the recommendation of the Bank.
(2) The Bank shall autonomously conduct foreign exchange operations for
the efficient and effective functioning of the exchange rate regime and the
foreign exchange market.

PART IX
FOREIGN RESERVES

Duty of the Bank to hold and manage foreign reserves

67.(1) It shall be the duty of the Bank at all times to hold and manage foreign
reserves for the purposes of giving effect to its objects, carrying out its
functions under this Act and maintaining public confidence.

(2) Subject to section 68, the foreign reserves held and Policies and
guidelines on foreign reserves Banker and financial agent to Government
Adviceto, and acting generally as agent for, Government managed under
subsection (1) shall consist of the following:

(a) gold or other precious metals;

(b) foreign currency;

(c) securities of, or guaranteed by—
(i) governments or agencies of such governments; or
(i) international financial institutions;

(d) any readily available drawing facility of such international financial
ingtitutions;

(e) bills of exchange; and

(f) such other securities and other financial instruments including
derivatives.

Right to issue, print or mint currency
68. The Bank shall hold and manage the foreign reservesin accordance with the

policies and guidelines established by the Board.
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PART X
RELATIONSWITH GOVERNMENT

Banker and financial agent to Gover nment
69.(1) Initsfunction as banker and financial agent to the Government, the Bank—
(a) shall keep account of Government moneys that it receives and
disburses; and
(b) may undertake the i ssue and management of securities, Treasury Bills
and other financial instruments publicly issued by the Government.
(2) The Bank shall not charge the Government for any expensesincurred for
the services provided under subsection (1).

Adviceto, and acting generally as agent for, Gover nment

70.(1) The Governor or any Deputy Governor with the approval of the Minister
or any officer of the Bank with the approval of the Governor, may upon
request of the Government, act as a member of any committee or
commission appointed by the Government to advise or enquire into any
matter affecting monetary, financial, banking or currency matters in

Malaysia or outside Malaysia.

(2) The Bank, where it is appropriate and consistent with its objects and the
provisions of this Act and if it is within its competence and expertise—

(a) shall, upon request by the Government or where the Bank considersit
necessary in the interest of the economy, advise the Government on
economic matters,

(b) may, upon request of the Government, act as a member of any
committee affecting economic mattersin Malaysia;

(c) may, upon request of the Government, represent the Government as
its agent in al dealings, negotiations or transactions relating to
monetary, financia, banking, currency or economic matters with any
government or authorities outside Malaysia to which the Government
has adhered or given support or approval; or

(d) may act generally as agent to the Government on such terms and
conditions to be agreed between the Bank and the Government.
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£ 71 5 HEHFZ G akE

Temporary financing to Gover nment
71.(1) The Board may extend temporary financing to the Government on terms

prevailing in the market in respect of temporary deficiencies of budget
revenue.

(2) All financing extended under subsection (1) shall be repaid as soon as
possible and shall in any event be payable not more than three months
after the end of the financial year of the Government in which it is
extended; and if after that date any such financing remains outstanding,
the power of the Bank to extend further financing in any subsequent
financial year shal not be exercisable unless and until the outstanding
financing has been repaid.

(3) The aggregate amount of financing extended by the Bank under
subsection (1) and securitiesissued by the Government, purchased by the
Bank excluding any such securities acquired in the course of, or held
solely for, monetary policy operations, shall not at any time exceed
twelve and a half per centum of the estimated receipts of the Federation
shown in the statement laid before the House of Representatives pursuant
to Article 99 of the Federal Constitution for the financial year of the
Government in which the financing is extended.

I ssues of policy
72.(1) The Bank shall keep the Minister informed of policies relating to its

principal objects.

(2) Inthe event of a difference of opinion between the Minister and the Bank
relating to its principal objects, the Minister and the Bank shall
endeavour to reach an agreement.

(3) If the Minister and the Bank are unable to reach an agreement, the Board
shall furnish to the Minister astatement in relation to the matter in respect
of which the difference of opinion has arisen.

(4) The Minister shall then submit a recommendation together with the
statement furnished by the Board under subsection (3) to the Cabinet.
(5)Acting on the recommendation of the Minister and the statement
furnished by the Board, the Cabinet may determine the policy to be

adopted by the Bank.

(6) The Minister shall inform the Bank of the policy as determined under
subsection (5) and that the Government accepts responsibility for the
policy.

(7) The Bank shal then give effect to the policy as determinedunder
subsection (5).

(8) If the Board objects to the policy as determined under subsection (5), the
Board may submit its objections and reasons therefor in writing to the
Minister who shall cause the same together with the policy as determined
under subsection (5) to be laid before the House of Representatives, or, if
the House of Representatives is not then sitting, at the sitting of the
following meeting of the House of Representatives.
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PART XI
OTHER POWERS OF THE BANK

Compliance with the Shariah
73.(1) The Bank may, in giving effect to its objects, carrying out its functions or
conducting its business or affairs under this Act or any other written law,
put in place such arrangements or take such measures as may be
approved by the Shariah Advisory Council to ensure that such functions,
business or affairs are in accordance with the Shariah.
(2) Without prejudice to the generality of subsection (1), where any
arrangements or measures under subsection (1) require—
(2) the establishment of a corporation or a partnership;
(b) the entering into any commercial, agricultural or industria
undertaking; or
(c) transaction involving trade, bailment, sale, purchase, lease or sale and
lease back, agency, endowment or other business or dealing involving
services, intellectual property, commodities, other assets or
properties,
which is prohibited or not authorized by this Act, the Bank may, only for
the purpose of carrying out its functions or conducting its business or
affairs in accordance with the Shariah, put in place such arrangements or
take such measures.

Acquisition of immovableimmovable property
74. The Bank may purchase, acquire or lease property—
(a) for the purposes of carrying out its functions or conducting its
business or affairs in accordance with the Shariah pursuant to section
73,
(b) for the provision or future provision of —
(i) business premises for the Bank and its agencies and any
clearing houses established pursuant to section 46;
(ii) residences for the Governor, Deputy Governors, officers and
employees; and
(i) amenities for the promation of the welfare of officers and
employees; or
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(c) asmay be provided in any provision of this Act.

General powers of the Bank
75.The Bank, where it is consistent with its objects, functions and other
provisionsin this Act, may—

(a) enter into contracts;

(b) acquire, purchase, take, hold and enjoy movable or immovable
property of every description and may convey, assign, surrender, yield
up, charge, mortgage, demise, lease, rent, reassign, transfer or
otherwise dispose of, or deal with, any movable or immovable
property or any interest vested in the Bank upon such terms as the
Bank deemsfit;

(c) purchase, sell, repurchase, lend or borrow currencies, securities, gold,
other precious metals or other commaodities or enter into derivatives,

(d) exchange the currencies, securities, gold, other precious metals or
other commodities or financial instrumentsreferred to in paragraph (c)
for other currencies, securities, gold, other precious metals or other
commodities or financia instruments;

(e) purchase, sell, discount and rediscount bills of exchange, Treasury
bills or promissory notes drawn in or outside Malaysia and maturing
within one year from the date of acquisition or such other period as
may be approved by the Minister;

(f) purchase, sell or repurchase any certificate of deposit issued by any
financial ingtitution;

(8) act as agent, correspondent or banker for, or open and maintain
accounts for, or accept deposits of gold, other precious metals or
money in any currency from, any central bank, monetary authority,
international financial institution, international monetary authority or
other financial institutions outside Malaysia;

(h) open accounts for, and accept deposits of gold, other precious metals
or money in any currency from—
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(i) the Government, any State Government, public authority or
financial institution; or

(i) any other person in Malaysia with the prior approval of the
Minister;

(i) open and maintain accounts, place deposits of gold, other precious
metals or money in any currency with any financia institution in or
outside Malaysia, central bank, monetary authority, international
financial ingtitution or international monetary authority;

(j) undertake on behalf of customers and correspondents the purchase,
sale, collection and payment of securities, currencies and credit
instruments in and outside Malaysia, and the purchase or sale of gold
and other precious metals;

(k) accept from customers for custody securities and other articles of
value;

(1) accept assets, including book entry securities, as collateral;

@) borrow money, establish credits and provide guarantees and
indemnitiesin any currencies, in or outside Malaysia;

(n) issue demand drafts and other kinds of remittances made payable at
its own offices and branches or at the offices of agents or
correspondents;

(0) invest in securities on behalf of staff and pension funds and other
internal funds of the Bank; and

(p) do generally all such things as may be commonly done by bankers.

Business which the Bank may not transact
76. Unless otherwise provided in this Act, the Bank may not—

(a) engagein trade or otherwise have adirect interest in any commercial,
agricultural, industrial or any other undertaking except in the course
of the satisfaction of debts due to the Bank provided that any such
interest shall be disposed of at the earliest suitable opportunity;

(b) provide financing upon security of any shares;

(c) purchase the shares of any corporation;
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(d) extend unsecured financing or financing secured otherwise than as set d) KiTRZE AR T ‘ﬂ:}f»‘jf,‘ﬁﬁ g\:%.ﬁ-ﬁﬁ :
out in this Act: j‘f"v:&'%’fg—}’ & éx}%‘f?i&_ +, ?5’])?%
Provided that in the event of any debt due to the Bank becoming in the B4t 2R B A A A AR &g, ¥
opinion of the Bank endangered, the Bank may secure such debt on any Bl gt %A ; I—T;f%f; }"%&1'&; E*‘%ﬁ; 5
= L 2 T8l g = 2

immovable or movable property of the debtor and may acquire such
property, which shall, however, be resold at the earliest suitable moment;

2
7
“~

(e) draw or accept bills payable otherwise than on demand; and @ F# LR LETHE ;}7? k2 K ;}7? ’

(f) accept for discount, or as security for any financing extended by the f) 2% ~ A {7 Bﬂ‘ R A ﬁ 2 £ %
Bank, billsor notes signed by members of the Board or by the officers f’% REIR o #ze;;' GERBRITL AR
or employees of the Bank. Z Yo

M easuresto safeguar d monetary and financial stability %77t BREERLBRETZIEE

77.(1) Notwithstanding the provisions of this Act, the Board may, for the

purpose of giving effect to the objects of the Bank or safeguarding the

balance of payments position, by notice in writing give directions to, or

impose requirements on, any person including financial institutions in
respect of or relating to—

(a) transactions between residents, non-residents or residents and non-
residents, in ringgit or foreign currency, or involving gold, other
precious metals, securities or other financial instruments including
derivatives; or

(b) the receipt, surrender or retention of foreign currency, gold or other
precious metals:

Provided that any direction given or requirement imposed shall not affect

the enforcement by the parties of their rights under a qualified financial

agreement.

(2) For the purposes of this section—

"foreign currency" shall have the meaning as in subsection 2 (1) and in

addition includes any document of a kind intended to enable the person

to whom the document is issued to obtain foreign currency from some

other person on the credit of the person issuing it, and in particul ar to any

traveller's cheque or other draft or letter of credit so intended;

"non-resident” means—

(a) any person other than aresident;

(b) an overseas branch, subsidiary, regiona office, sales office or
representative office of aresident company;
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(c) Embassies, Consulates, High Commissions, supranational or
international organizations;

(d) aMaaysian citizen who has obtained permanent resident status of a
country or territory outside Malaysiaand isresiding outside Malaysia;
or

(e) any other person as may be specified by the Bank to be anon-resident;

"person” means a natural person, any corporation, statutory body, local

authority, society, trade union, co-operative society, partnership or any

other body, organization, association or group of persons, whether
corporate or unincorporated and in addition includes the Government,
any State Government or any other government;

"resident” means—

(a) acitizen of Malaysia, excluding acitizen who has obtained permanent
resident status in a country or territory outside Malaysia and is
residing outside Malaysia;

(b) anon-citizen of Malaysiawho has obtained permanent resident status
in Maaysiaand is ordinarily residing in Maaysia;

(c) a body corporate incorporated or established, or registered with or
approved by any authority, in Malaysia;

(d) an unincorporated body registered with or approved by any authority
in Malaysia;

(e) the Government or any State Government; or
(f) any other person as may be specified by the Bank to be aresident;
"securities' means shares, stock, bonds, notes (other than promissory
notes), debentures, debenture stock, units under a unit trust scheme,
shares in an oil royalty, a secondary security and coupons whether in
scripless form or in bearer certificates, including certificates of title to
securities or any letter of allotment which may be renounced, any letter
of rights, any warrants conferring an option to acquire a security, any
deposit certificate in respect of securities and such other documents
conferring, or containing evidence of, rights to securities as the Bank
may prescribe;

"transactions" include—
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(a) buying or sdlling;

(b) borrowing or lending;

(c) payment, transfer or settlement;

(d) issuance, transfer or substitution of securities;

(e) giving or obtaining financial guarantee, indemnity or similar
undertaking in respect of any debt, obligation or liability;

(f) any act whichinvolves, isin association with, or is preparatory to, the
matters in paragraphs (a), (b), (c), (d), (¢) and (8); or

(8) issuance of publication of advertisement of the mattersin paragraphs
(@), (b), (¢), (d) and (e).

(3)Any person who fails to comply with the directions or requirements of
the Board under subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding ten million ringgit or to
imprisonment for aterm not exceeding ten years or to both.

Record of international accounts

78.(1) For the purposes of giving effect to its objects and carrying out its
functions under this Act, the Bank shall maintain arecord of international
accounts containing such data and information as the Bank may
determine.

(2) For the purpose of maintaining the record of international accounts, the
Bank shall have the power to require in writing at any time persons
which, in the opinion of the Bank, having in their possession or under
their custody or control, or haswithin their capacity to obtain, compile or
submit, any data, information or document relating to the record of
international accounts—

(a) to submit such data, information or document to the Bank; or
(b) to attend before an officer of the Bank to answer any enquiries in
relation to such data, information or document.

(3) Any person who is required to submit any data, information or document
under this section shall ensure that—

(a) such data, information or document submitted pursuant to any
requirement under paragraph (2)(a); or

(b) any answer to any enquiry pursuant to any requirement under
paragraph (2)(b),

istrue, correct, complete and not misleading.
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(4) Any person who is required to submit any data, information or document
under this section shall comply with such requirement, notwithstanding
the provisions of any written law whether enacted before or after the
commencement of this Act or any oath, undertaking, or requirement of
secrecy to the contrary or of any obligation under any contract,
agreement or arrangement whether express or implied to the contrary.

(5) Any person shall not, in complying with the requirement to submit any
information or document under subsection (4), be treated as being in
breach of any such contract, agreement or arrangement.

(6) The Bank may publish in any manner it deems fit, consolidated
statements of all or any part of the record of international accounts,
aggregating the data, information or particularsin documents received or
obtained under subsection (2), provided that such publication shall not in
any manner lead to the identification of any person to which such data,
information, or particulars relate.

(7) Notwithstanding section 88 or any other written law but without
prejudice to subsection (6), any data, information or document received
or obtained by the Bank under subsection (2) shall only be disclosed by
the Bank for the purposes of maintaining the record of international
accounts, giving effect to its principal objects or carrying out its primary
functions under section 5, and shall not be otherwise disclosed by the
Bank to any other person.

(8) For the purposes of this section—

(a) "person” means a natural person, any corporation, statutory body,
local authority, society, trade union, co-operative society, partnership
or any other body, organization, association or group of persons,
whether corporate or unincorporate and in addition includes the
Government, any State Government or any other government;

"record of international accounts' refers collectively to the records of

bal ance of payments and international investment position of Malaysia;

"record of balance of payments’ means a record of economic and

financial transactions of Malaysia with any country, territory or place

outside Malaysia during a period deemed appropriate by the Bank;

"record of international investment position” means the position of

financial assets and liabilities of Malaysia with any country, territory or

place outside Malaysia as at a date deemed appropriate by the Bank; and
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(b) the Bank may determine—

(i) the economic and financial transactionswhich may beincluded
or excluded from the record of balance of payments;

(i) the externa financial assets and liabilities of Malaysia which
may be included or excluded from the record of international
investment position; and

(ili) any territory or place as being in or outside Malaysia.

(9) Any person who fails to comply with the requirements of the Bank under
subsection (2), (3) or (4) commits an offence and shall, on conviction, be
liable to a fine not exceeding one million ringgit.

PART XII
INTERNATIONAL MATTERS

I nternational co-operation
79. The Bank may—

(a) participate in any arrangement, scheme, programme or initiative with
any other centra banks, monetary authorities or international
financial institutions or authorities outside Maaysia to promote
bilateral, regional and international monetary, financial or economic
co-operation; or

(b) with the approva of the Minister on the recommendation of the
Board, fund or provide financing in whole or in part for the
arrangement, scheme, programme or initiative referred to in

paragraph (a).

M ember ship in international organizations
80. The Bank shall exercise the rights and perform the obligations arising from
the—
(a) membership of Malaysia in the International Monetary Fund under
the Bretton Woods Agreements Act 1957 ;
(b) membership of the Bank in the Islamic Financial Services Board
pursuant to the Islamic Financial Services Board Act 2002 ; and
(c) membership of Malaysiaor the Bank in any international organization
in respect of which provision is made in any federal law.
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Participation in Bank for International Settlements and other
international financial institutions
81. The Bank may acquire, hold and sell shares of —
(a) the Bank for International Settlements; and
(b) any other international financial ingtitution,
and exercise the rights and perform the obligations arising from its
membership or participation in the Bank for International Settlements and
such other international financial institution.

Regulations or directions to discharge Government's international

obligations under United Nations Security Council Resolutions

82.(1) Where the Security Council of the United Nations decides, in pursuance
of Article 41 of the Charter of the United Nations, on measures to be
employed to give effect to any of its decision and calls upon the
Government of Malaysia to apply such measures, the Bank may, in
relation to the measures that are within the functions and duties of the
Bank, with the approval of the Minister, make regulations for, or issue
directions in writing to any financia ingtitution or class of financia
institutions to enable those measures to be effectively applied.

(2) Any financial institution for which the regulations are made or to which
directions are issued under subsection (1) shall comply with the
regulations or directions notwithstanding any other duty imposed on the
financia institution by any contract or law or international agreement.

(3) Any financial institution shall not, in carrying out any act in compliance
with the regulations made or directions issued under subsection (1), be
treated as being in breach of any such contract or law or international
agreement.

(4) Any financial ingtitution who failsto comply with subsection (2) commits
an offence and shall, on conviction, be liable to a fine not exceeding one
hundred thousand ringgit.

PART XIII
OFFICERSAND EMPLOYEES

Officers and employees of the Bank
83.(1) The Bank may appoint such officers and employees asit considersto be
necessary for the efficient conduct of the business of the Bank.
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(2) Officers and employees of the Bank shall hold office for such period,
receive such salaries and allowances and shall be subject to such by-laws
on conduct and discipline and other terms and conditions of service as
may be determined by the Board.

(3) The Bank may, with the approval of the Minister, out of the funds of the
Bank establish and maintain a pension and provident fund for its officers
and employees, which in this subsection includes the Governor and the
Deputy Governors, and their dependants.

(4) There shall continue to be a Bank Negara Maaysia Staff Welfare
Account which shall include the amount standing to the credit of the
Bank Negara Malaysia Staff Welfare Account created under subsection
15 (5) of the repealed Act immediately before the coming into operation
of this Act and such other amounts as are placed to the credit of the Bank
Negara Maaysia Staff Welfare Account under this Act.

(5) The Bank Negara Malaysia Staff Welfare Account shall be utilized for
such purposes conducive to the welfare of the officers and employees of
the Bank, including their dependants, as may from time to time be
provided in trust directions to be issued by the Board with the approval
of the Minister, and such directions may provide for the manner and the
procedure for the making of the grant, financing or other payments from
the Bank Negara Malaysia Staff Welfare Account.

Financing for housing, vehicles, studies and scholar ships

84.(1) Without prejudice to subsections 83 (4) and (5), but subject to subsections
(2), (3) and (4), the Bank shall not extend financing to an officer or
employee.

(2) The Bank may extend financing to an officer or employee upon such
terms and conditions as the Board may determine—

(a) for the purchase, erection, alteration, renovation or enlargement of a
house in which he resides or intends to reside;

(b) to discharge a mortgage or encumbrance on such a house; or

(c) for the purchase of avehicle.

(3)The Bank may, where the Governor is satisfied that special or
compassionate circumstances exist or the purpose is appropriate, extend
financing to an officer or employee on such terms and conditions as the
Governor may determine, not exceeding at any one time an amount equal
to three months salary of the officer or employee.
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(4) The Bank may extend financing for studies or scholarshipsto any officer
or employee of the Bank or any child, including a step-child or adopted
child of such officer or employee, or to any suitable person, in
accordance with such terms and conditions as may be approved by the
Board generally or in any particular case.

Remuneration not to be related to profits
85.No salary, fee, wage, or other remuneration, or allowance, paid by the Bank
shall be computed by reference to the profits of the Bank.

PART XIV
GENERAL

Preservation of secrecy
86.(1) Without prejudice to section 88, and except for the purpose of the
performance of his duties or the carrying out of his functions or when
lawfully required to do so by any court or under any law, no person who
isor has been director, officer, or employee of the Bank or member of the
Shariah Advisory Council or any committee appointed under this Act
shall disclose to any person any information relating to the business or
affairs of the Bank or of afinancid institution or of a customer of the
Bank or of a financial ingtitution which he has acquired in the
performance of his duties or the carrying out of his functions.
(2) Any person who fails to comply with subsection (1) commits an offence
and shall, on conviction, be liable to a fine not exceeding three million
ringgit or to imprisonment for aterm not exceeding three years or to both.

Immunity

87.(1) No action, suit, prosecution or other proceeding shall lie or be brought,
instituted, or maintained in any court or before any other authority
against—
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(a) any officer or employee of the Bank; (@ ~ {7 V Pt |
(b) any person lawfully acting on behalf of the Bank, or on behalf of any Lo e T g
such officer or employee, in his capacity as a person acting on such (b) & i % 2 fr~ &7y Foemip s |2
behalf; or A ,%:«gfxgﬁxq%g]px M
(c) any person appointed pursuant to this Act, n dix b
for or on account of, or in respect of, any act done or statement made or (© iz # 7’ Ea Loe
omitted to be done or made, or purporting to be done or made, in (2) ~ ik 2 §’ G IR S Rz H
pursuance or in execution of,, or intended pursuance or execution of, this ' e e T
Act, any order in writing, direction, instruction, notice or other thing ¥ o

issued under this Act:
Provided that such act or such statement was done or made, or was
omitted to be done or made, in good faith.

(2)In this section, the expression "officer" includes the Governor, the
Deputy Governors and the other directors.

# 88 f& LB TikEe
(D) & Fkkid ~ 5 2@ AEREFLEE
RH B oA R AT f’fl‘éﬁﬂ*«’fg fg 17 ZFr

Power toreport suspected offence _;!:JL FE BT ;?;E*F WZ“ R Dk

88.(1) Where the Bank in the course of the exercise of any of its powers, or the

discharge of any of its duties, or the performance of any of its functions, m@k RN H B ;u v EATE R (T2 rEF o 17
under this Act, or under any law enforced by the Bank referred to in the g e L oE = ¥ 5 =
Second Schedule or other written law, suspects that any person has vERL LR EF o REPREARMT
committed any offence under this Act, or any of the Acts referred to in EREEMES o 3,E M2 }_,grzgu ELIPIETIE el Ll
the Second Schedule, or any other written law, it shall be lawful for the o) s _ P M o th el g .,
Bank to give information of such commission to apolice officer in charge )&!4—‘,?31 ERtpiE s AL S E W RZHE I
of a police station or to any other police officer, or to convey any or all 7Yoo 2 BV SRR PR o
information in relation to such offenceto any financial institution or other 7 "E 15+ % fEe :‘JL ’f %:g\ ﬁg/&" : ) F )
person affected by such offence, or to any authority or person having 2) Az~ F 20 E AP AERFLZE
power to investigate under, or enforce, the provision of the law under A H R ST 5 dp o, K
which the offence is suspected by the Bank to have been committed. H R PR - RE fBEZHRZ 0 %)
(2) Subsection (1) shall have full force and effect, notwithstanding anything BARTEF RFFL T4 o

inconsistent with, or contrary to it, in the Act or any law enforced by the
Bank referred to in the Second Schedule or in any other written law.

$ 89 15 Fuigi

Power to compound

=] N < R 2 + ZE 2 -]

89.(1) The Governor may, with the consent in writing of the Public Prosecutor, (1) e A2 A FRERT > 7 7 /'5'@3'] SEDAL
offer in writing to compound any offence punishable under this Act or Wi Ao B ;;;’xg 2ZEF ok EIF T
any regulations made under this Act, by accepting from the person 1% S B R N .
reasonably suspected of having committed the offence, such sum of HNT R fER WL IR
money as he thinks fit not exceeding the amount of the maximum fineto Wi JE 5E A 4 % Hje 2y 0 b B ¥ LA B
which that person would have been liable if he had been convicted of the %‘ﬁ fg‘ LAALES ] &8 J}%@‘ J
offence, within such time as may be specified in the offer. £ ERPRIRFT ¥ Py AR

(2) An offer under subsection (1) may be made at any time after the offence

has been committed, but before any prosecution for it has been ingtituted,
and if the amount specified in the offer is not paid within the time
specified in the offer or within such extended period asthe Governor may
grant, prosecution for the offence may be instituted at any time after that
against the person to whom the offer was made.
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(3)Where an offence has been compounded under subsection (1), no
prosecution shall beinstituted in respect of the offence against the person
to whom the offer to compound was made, and any document or thing
seized in connection with the offence may be released by the Bank,
subject to such terms and conditions as the Bank thinksfit.

(4) All sums of money accepted under subsection (1) shall be paid into the
Federal Consolidated Fund.

Prosecution
90. No prosecution in respect of any offence under this Act shall be instituted
except by or with the written consent of the Public Prosecutor.

Offence by body corporate
91.(1) If abody corporate commits an offence under this Act or any regulations
made under this Act, any person who at the time of the commission of
the offence was adirector, chief executive officer, chief operating officer,
manager, secretary or other similar officer of the body corporate or was
purporting to act in any such capacity or was in any manner or to any
extent responsible for the management of any of the affairs of the body
corporate or was assisting in such management—
(2) may be charged severally or jointly in the same proceedings with the
body corporate; and
(b) if the body corporate is found to have committed the offence, shall be
deemed to have committed that offence unless, having regard to the
nature of his functions in that capacity and to al circumstances, he
proves—
(i) that the offence was committed without his knowledge, consent
or connivance; and
(i) that he had taken all reasonable precautions and exercised due
diligence to prevent the commission of the offence.

(2) If any person would beliable under this Act to any punishment or penalty
for his act, omission, neglect or default, he shall be liable to the same
punishment or penalty for every such act, omission, neglect or default of
any employee or agent of his, or of the employee of the agent, if the act,
omission, neglect or default was committed—
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(a) by that person's employee in the course of his employment;

(b) by the agent when acting on behalf of that person; or

(c) by the employee of the agent in the course of his employment by the
agent or otherwise on behalf of the agent acting on behalf of that
person.

The Bank may be represented by officer or employee of the Bank in civil
proceedings
92. Notwithstanding the provisions of any written law—
(@) inany civil proceedings by or against the Bank; or
(b) in any other civil proceedings in which the Bank is required or
permitted by the court to be represented, or to be heard, or isotherwise
entitled to be represented or to be heard,
any officer or employee of the Bank authorized by the Governor for the
purpose, may, on behalf of the Bank, institute such proceedings or appear as
an advocate therein and may make all appearances and applications and do
al actsin respect of such proceedings on behalf of the Bank.

Fees and charges

93. Subject to subsection 69 (2), the Bank may impose such fees or charges asit
deems appropriate for the services provided by the Bank or the Shariah
Advisory Council in relation to its functions under this Act or any other
written law.

Power to make regulations
94.(1) The Bank may, with the approval of the Minister, make regulations for
the better carrying out of the objects and purposes of this Act.
(2) Without prejudice to the generality of subsection (1), regulations may be
made—
(2) to give effect to section 78;
(b) to provide for administrative penalties pursuant to section 98;
(c) to provide that any act or omission in contravention of any provision
of the regulations shall be an offence; and
(d) to provide for the imposition of pendlties for any offence under the
regulations which shall not exceed one million ringgit or to
imprisonment for aterm not exceeding one year or to both.
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Power to issue guidelines, etc.
95. The Bank may, for—
(a) giving effect to its objects and carrying out its functions or conducting
its business or affairs;
(b) giving full effect to any provision of this Act; or
(c) the further, better or more convenient implementation of the
provisions of this Act,
generally in respect of this Act, or in respect of any particular provision of
this Act, or generally in respect of the conduct of the Bank, issue such
guidelines, by-laws, circulars, standards or notices as the Bank may
consider necessary or expedient.

Exemptions

96. The Minister may, on the recommendation of the Bank and provided that it
is not inconsistent with the objects and functions of the Bank, by order
published in the Gazette, exempt any particular person or any class,
category or description of persons, from all or any of the provisions of this
Act, for such duration, and subject to such conditions, as the Minister may
specify in the order.

Power to amend Schedule

97. The Minister may, on the recommendation of the Bank, from time to time
by order published in the Gazette amend any provision in the First, Second
or Third Schedule and upon such publication, such provision as amended,
shall come into full force and effect and shall be deemed to be an integral
part of this Act as from the date of such publication, or from such later date
as may be specified in the order.

Power to impose administrative penalty

98.(1) The Bank may, by regulations made under section 94, impose
administrative penalties on any person for any delay in complying with
any directive, guideline, standard, circular, specification, order or notice
issued by the Bank in respect of any provision of this Act.

(2) The Bank shall, before making a decision to impose any administrative
penalty on any person, serve on him a written notice calling on him to
show cause why the administrative penalty should not be imposed on
him.

(3) If asatisfactory explanation is not received within fourteen daysfrom the
date of the written notice, the Bank may impose an administrative penalty
in an amount not exceeding five hundred ringgit for each day of non-
compliance and such amount shall not in total exceed the sum of five
thousand ringgit.
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PART XV
REPEAL, SAVINGS AND TRANSITIONAL

Repeal
99. The Central Bank of Malaysia Act 1958 is repealed.

Savings and transitional
100. Notwithstanding the repeal of the Central Bank of Malaysia Act 1958 under
section 99—

(@) Part 111 of the repealed Act shall continue to remain in full force and
effect until such date to be appointed by the Minister in accordance
with subsection 1 (2) for the coming into operation of Part V1l of this
Act;

(b) subparagraphs 30 (1)(00)(ii), (iii), (iiia), (iv) and (v) of the repealed
Act shall continue to remain in full force and effect until such date to
be appointed by the Minister by notification in the Gazette for the
repeal to take effect;

(c) the capital of the Bank under the repealed Act which on the coming
into operation of this Act stands at one hundred million ringgit of
which the amount of twenty million ringgit being the capital of the
Bank which was subscribed and paid up by the Government under
subsection 6 (2) of the repealed Act on the establishment of the Bank
and the additional amount of eighty million ringgit which was
subsequently subscribed and paid up by the Government pursuant to
subsection 6 (3) of the repealed Act shall continue to remain as the
capital of the Bank under this Act;

(d) the person holding office under the repealed Act immediately before
the coming into operation of this Act as—

(1) Governor;

(ii) Deputy Governor;

(ili) director; or

(iv) officer or employee of the Bank,

shall be deemed to have been appointed under this Act and shall
continue to hold such office for the unexpired period of the term of
office of such person under the repealed Act at the time of the repeal
of that Act under section 99;
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(e) the Head Office and any branches opened, or any agent, correspondent
or atorney appointed under the repealed Act shall be deemed to be
opened and appointed under or in accordance with this Act;

(f) the Syariah Advisory Council established and its members appointed
under the repealed Act shall be deemed to be established and
appointed, as the case may be, under or in accordance with this Act;

(8) currency notes and coinsissued under the repealed Act and which are
legal tender immediately before the coming into operation of this Act
shall continue to be legal tender in Malaysia at their face value as
provided in section 24 of the repealed Act and every contract, sale,
payment, bill, note, instrument and security for money and every
transaction, dealing, matter and thing relating to money or involving
the payment of, or the liability to pay, any money which but for this
paragraph would have been made, executed, entered into, done and
had for in, and in relation to currency notes and coinsissued under the
repealed Act shall be deemed to be validly made, executed, entered
into, done and had for in and in relation to currency notes and coins
issued under this Act;

(h) currency notes and coins issued under the repealed Act which have
ceased to be legal tender shall not be affected by this Act and any
obligation of the Bank relating to the currency notes and coins under
the repealed Act shall continue to be in force under this Act;

(i) subsidiary legislation and any approval, direction, decision,
exemption, trust directions, recommendation, specification and other
executive act made or done under the repealed Act and in force or
having effect immediately before the coming into operation of this
Act, shall be deemed to have been made or done under the
corresponding provisions of this Act, and shall continue to remain in
full force and effect in relation to the person to whom it applied until
amended or replaced;

(j) any directive, notice or circular issued, or any act or thing done, by the
Bank in relation to Islamic financial business, or any ruling made by
the Syariah Advisory Council established under section 16B of the
repealed Act before the coming into operation of this Act shall be
deemed to have been validly issued, done or made under this Act and
shall continue to remain in full force and effect in relation to the
person to whom it applied until amended or replaced;
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(k) any securitiesissued by the Bank under—

(i) subparagraph 30 (1)(bb)(i) of the repealed Act and any right or
liability relating to the securities shall continue under the
repealed Act until the obligation is discharged; and

(ii) subparagraph 30 (1)(bbb)(i) of the repealed Act and any right or
liability relating to the securities shall be deemed to continueto
beissued under or in accordance with this Act;

(D al transactions, dedlings, contracts, powers of attorney or
arrangements lawfully executed or entered into and all business
lawfully done, under or in accordance with the repealed Act with any
other person shall be deemed to have been lawfully and validly
executed, entered into or done, under or in accordance with this Act,
and accordingly, any right or liability under such transaction, dealing
or business existing immediately before the coming into operation of
this Act, shall be deemed to continue to be lawful and valid under this
Act;

@) nothing shall affect any person'sliability to be prosecuted or punished
for offences committed under the repealed Act immediately beforethe
coming into operation of this Act;

(n) any pending legal proceedings, criminal prosecution, investigation or
disciplinary proceedings under the repealed Act shall be continued
under the repealed Act;

(o) any body corporate, clearing house, credit bureau or any systems
established or operated by the Bank under the repealed Act shall be
deemed to have been established or operated under or in accordance
with this Act;

(p) any securities or shares subscribed, acquired or held by the Bank
under the repealed Act shall be deemed to have been lawfully and
validly subscribed, acquired or held by the Bank under or in
accordance with this Act;

() any trust deed or deed issued or executed under the repealed Act shall
be deemed to have been lawfully and validly issued or executed under
or in accordance with this Act;

(r) any reserve held by banking institutions or Islamic banks at the Bank
pursuant to paragraph 37 (1)(c) or (d) of the repealed Act, as the case
may be, shall be deemed to be held under or in accordance with this
Act;

(s) any obligation pursuant to any grants, loans or other payments made
by the Bank under the Bank Negara Malaysia Staff Welfare Account
established under subsection 15 (5) or any scholarships granted by the
Bank under section 49 of the repealed Act shall continueto remainin
force under the repealed Act until the obligation is discharged;
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(t) any loan provided by the Bank under section 49 of the repealed Act
shall continue to remain in force under the repealed Act until the loan
is settled;

(u) the General Reserve Fund established under section 7 of the repealed
Act, any pension and provident fund established under subsection 15
(3) of the repealed Act and the Bank Negara Maaysia Staff Welfare
Account established under subsection 15 (5) of the repealed Act shall
be deemed to have been established under or in accordance with this
Act and any moneys standing in or due to be paid to the funds shall be
transferred to and be deemed to be part of the General Reserve Fund,
pension and provident fund and Bank Negara Malaysia Staff Welfare
Account, as the case may be, established under this Act;

(v) any movable, immovable property and asset purchased, acquired,
leased or held by the Bank under the repealed Act shall be deemed to
have been purchased, acquired, leased or held under or in accordance
with this Act;

) any reference to the repealed Act in any written law shall be construed
as areference to this Act and any reference to any specific provision
of therepealed Act in any written law shall be construed asareference
to a provision of this Act which corresponds as nearly as may be to
such specific provision;

(x) any membership of the Bank in any organization or to any committee
or commission appointed by the Government or participation in any
bilateral, regional or international co-operation or scheme under the
repealed Act, as the case may be, shall continue to be in force under
this Act for the unexpired period of the membership or participation;

(y)any act required to be done under the repealed Act shall be deemed to
be required to be done under or in accordance with this Act; and

(z) any other right, benefit, privilege, obligation or liability acquired,
accrued or incurred under the repealed Act, including any obligation
to preserve secrecy, shall not be affected by this Act and shall continue
to remainin force asif this Act had not been enacted.
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FIRST SCHEDULE
[Sections 21 and 23]

1. Unless otherwise provided in this Act, the Board shall appoint any member
to act as a chairman to preside over the meetings of the committee.

2. A member of any of the committees may at any time resign his office by
giving awritten notice of at least thirty daysto the Bank.

3. Theprovision on quorum and frequency of meetings of the committees shall
be asfollows:

Committee (1) Quorum (2) Frequency of meetings (3)

Board Governance Not less than two-thirds of At least two times ayear
Committee the members of the Board
Governance Committee

Board Audit Not less than two-thirds of At least four times ayear
Committee the members of the Board

Audit Committee
Board Risk Not |ess than two-thirds of At least two times ayear
Committee the members of the Board

Risk Committee
Monetary Policy Not |ess than two-thirds of At least six times ayear
Committee the members of the

Monetary Policy Committee
of whom two must be the
Governor (or in the absence
of the Governor, the Deputy
Governor designated by the
Board under subsection 15
(7)) and a Deputy Governor

4. Notwithstanding column (3) of paragraph 3, the committees shall also meet
as and when required or directed by the chairman.

5. The chairman may authorize amember to use live video, television links or
other appropriate communication or multimedia facilities to participate in
any meeting of the committee where, prior to the meeting, the member, by
notification to the chairman, has requested for such authorization and such
member shall be treated as being present for the meeting.

6. Except for the Monetary Policy Committee established under section 23, a
resolution in writing, signed by all of the members of the other committees
shall be asvalid and effectual asif it had been passed at a meeting of any of
the committees duly convened and held and any such resolution may consist
of several documentsin like form, each signed by one or more members.

7. Unless otherwise provided in this Act, any committee may act
notwithstanding any vacancy in its membership and its proceedings shall
not be invalidated by—

(a) the absence of any member;
(b) any defect afterwards discovered in the appointment or qualification of
any member or the constitution of the committee;
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(c) any omission, defect or irregularity in the convening or conduct of a
meeting; or

(d) the presence or participation of a person who is not a member of the
committee.

8. A committee may determine for any particular reason or on a particular
occasion that the decisions of the committee would be by vote.

9. Any advice given by any member, the deliberations and decisions of the
meetings of the committees including any dissenting views of members or
any result of any vote under paragraph 8 shall be recorded in the minutes of
the meetings. The deliberations, proceedings and the decisions of the
committees shall be confidential and except as otherwise provided in
section 86 shall not be disclosed to any person outside the committee.

10.The chairman may, with the concurrence of al the members of the
committee, invite any officer or person to attend and participate in the
discussions of the committee.

11. A committee may, if it deems necessary in carrying out its functions, call
upon any officer or person to provide any information or document whichis
relevant to the functions of such committee.

12. A committee may appoint an officer to act as secretary to the committee.

13. The Board may make further by-laws on the procedures relating to the
meetings of the committees.

SECOND SCHEDULE
[Section 28]

. Islamic Banking Act 1983

. Takaful Act 1984

. Banking and Financia Institutions Act 1989 [

. Insurance Act 1996

. Money-Changing Act 1998

. Anti-Money Laundering and Anti-Terrorism Financing Act 2001
. Development Financial Institutions Act 2002

. Payment Systems Act 2003

cO~NO OO A~ WNEPE

THIRD SCHEDULE
[Section 36]

Interpretation
1. Inthis Schedule, unless the context otherwise requires—
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"claim" means any claim, defence, counterclaim, set-off, legal or other
proceeding, action, equity or equitable interest of any kind by an obligor or
any third party against a transferor, or in respect of any business, asset or
liability, whether present or future, or whether vested or contingent; "
disclosed claim™ means any specific claim disclosed by the transferor to the
transferee in writing prior to the vesting date;

"disclosed obligation" means an obligation or liability owed to the obligor

by the transferor under or with respect to an asset and which obligation or

liability is disclosed by the transferor to the transferee in writing prior to the
vesting date;

"interest in land" means—

(a) any interest in land, whether registered or registrable, including one to
which the Strata Titles Act 1985 applies and which is capable of being
transferred under Part Fourteen of the National Land Code or relating to
the State of Sabah, Part V of the Land Ordinance or relating to the State
of Sarawak, Part V11 of the Land Code;

(b) any Registrar's caveat, lien holder's caveat or other caveat; or

(c) any other rights or entitlements relating to land;

"obligor" means any person who owes a duty or obligation of any nature,

whether present or future, or whether vested or contingent, to the transferor

under or with respect to an asset, including without limitation, an obligor
under any financing or security arrangement or other chose-in-action;

"registered interest" means any right or interest—

(2) in acharge to which section 108 of the Companies Act 1965 applies and
isduly registered in accordance with that section;

(b) in land which is duly registered under the Strata Titles Act 1985, the
National Land Code, the Land Ordinance relating to the State of Sabah
or the Land Code relating to the State of Sarawak;

() in a ship which is duly registered under the Merchant Shipping
Ordinance 1952 ; or

(d) duly registered under any other law or under foreign law;

"Registration Authority" includes—

(a) the registrar of any court;

(b) the Registrar of Companies as designated under subsection 7 (1) of the
Companies Act 1965;

(c) the Registrar as defined under section 5 of the National Land Code, the
Registrar as defined under section 4 of the Land Ordinance relating to the
State of Sabah or the Registrar under the Land Code relating to the State
of Sarawak, as the case may be;
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(d) the registrar of Malaysian ships appointed under subsection 14 (1) of the
Merchant Shipping Ordinance 1952 and includes the Registrar General
of Ships as appointed under subsection 14 (1) of the Ordinance; or

(e) a central depository, an authorized depository agent or any person
maintaining aregister or record of ownership, interest or security;

"transferee” has the same meaning assigned to it in subsection 36(18);

"transferor" has the same meaning assigned to it in subsection 36(18);

"vesting date" means the date stated on a vesting order as the date on which

any business, assets, liahilities, or shares or other capital instruments vest or

are deemed to vest in the transferee;

"vesting order" means an order made under subparagraph 32 (1)(c)(iii) and

includes a replacement vesting order made under paragraph 11 of this

Schedule.

Vesting order
2. (1) Where the Bank makes a vesting order, the vesting order shall be in
accordance with this Schedule.

(2) A vesting order may be in such form as determined by the Bank from
time to time and shall take effect in accordance with this Schedule.

(3) A vesting order stating that any business, assets, liabilities, shares or
other capital instruments to be vested shall be conclusive evidence of
such vesting as of the vesting date.

(4) Where avesting order is made, the transferor and transferee, as the case
may be, shall not be required to—

(a) notify or obtain the approval of their shareholders or creditors in a
general meeting or otherwise notwithstanding any contract or law
including without limitation sections 132C, 132D and 132E of the
Companies Act 1965 or anything in their constituent documents; or

(b) make a take-over offer or be required to acquire the shares of other
shareholders of the transferor or its borrowers notwithstanding
anything to the contrary in any contract or law.

(5) Subject to subsection 32(1A), avesting order may restrict or prevent the
termination of any agreements or transactions in accordance with their
terms subject to such conditions as may be imposed in the vesting order.

(54) Where a vesting order is made and a qualified financial agreement is
transferred pursuant to such order, the transferee shall assume all rights
and obligations under any qualified financial agreement of the transferor
from whom such agreement was transferred.

(8) Wherethe qualified financial agreement istransferred to atransferee, the
enforcement by the parties of their rights under such qualified financial
agreement shall be in accordance with the terms of such agreement asif
the transferee had always been a party to such agreement.

(50 Where the qualified financial agreement of the transferor is transferred
to a transferee and where a person is a counterparty to two or more
qualified financial transactions under a qualified financial agreement
with the transferor, all or none of such qualified financial transactions
shall be transferred to the transferee.

— 478 —

B ke v L4

A ) % 14 FEDAH LA KRG T dodi
’ EEQEA LA AR E e

I
2l
<

S
1
=5

7
~

PORE RIEA RN 8 Y
|J'§E_7‘\’( )
(1978 TR 2 X R A
k(1978 FT T 2 e A
!ﬁ‘%ﬁ~§%\&9éﬂ

+
BT
i

X
- =
q; >~

»
™

R A < S T
%
AN
F*
e

'_\
.Hw
%§N

(27 o)
oy R
AA—)\;\%@

LR

\;\Q“:‘;*ﬁ*ﬁ Sl
v X T W
oW W

~

Sy
TR W o

[
Y
s v

oy b

i
T

BN ERGE AGERT o
TE_> T lliib‘;:ﬂ\‘ [ e = )
ﬁ\&w*ﬁw@$1£1$

%
P
FRrE AL ZBRA o
o

% . :

HWHFL F”J}:i‘\:lgﬁ47 )
£ FEoeim X T i S - S
;'é % 132C ,i€ 132D i %2 % 132E %2

ez H S ks .

(b) #& vlz??. £ x4
PTG

G) &% 32 i % (1A)78 > %;ﬁv

ﬁ-L'JE\;ﬁL Z:ﬁ},%'p'rl'—!-‘r}\ 15538
(5A) Be s ivis RTG L HE2L
SN E RS RPN S IR PP

B EHAEREOBMT LML BNE T LR g

Hﬂl
—=\
“&r
#

N

g XEAMGE AT iz gE 4 o
B0 et s&pE gBES XFAL > ZEHEYRELF A
B ERERMIEIZA D ARSI R- EHESTH

— 479 —



Central Bank of Malaysia Act 2009

() Where aqualified financial agreement relating to financial collateral that
appliesto any property of thetransferor istransferred, that property shall
be transferred to the transferee.

(6) A vesting order may make other provisions for the purposes of, or in
connection with, the vesting of any business, assets, liabilities, shares or
other capital instruments of the transferor.

(7) A vesting order may require or permit—

(a) atransferor to provide atransferee with information and assistance; or
(b) atransferee to provide a transferor with information and assistance.

(8) Any person in complying with the vesting order for the purposes of
subparagraph (7) shall not be treated as being in breach of any law,
contract, agreement or arrangement.

(9) The powers under this Schedul e are without prejudice to, and in addition
to any other rights and powers of the Bank.

Notice
3. (1) The Bank shall servethe vesting order made under subparagraph 32 (1)(c)

(i) to the transferor and transferee in such manner as the Bank may
deem appropriate.

(2) The directors of afinancia institution shall inform the members of the
financial institution that an order under subparagraph 32 (1)(c)(iii) has
been made against the financial institution not later than thirty days after
the order has been received by the financial institution.

(3) Nodirector of afinancial institution shall beliableto be suedin any court
or before any other authority for not being able to carry out his duty
under subsection 132 (1) of the Companies Act 1965 in relation to any act
necessary to effect the vesting of the business, assets, liabilities, shares
or other capital instruments of the financial institution from the date an
order under subparagraph 32 (1)(c)(iii) is made by the Bank.

Vesting of business, assetsor liabilities
4. (1) No provision in any law including subsection 4 (3) of the Civil Law Act

1956 or agreement limiting or prohibiting the right of the transferor or

requiring any consent to assign, sell, dispose of, novate or transfer any

business, assets or liabilities shall insofar as such limitation, prohibition

or consent requirement is concerned, have any application or effect in

respect of any order made by the Bank under subparagraph 32 (1)(c)(iii).

(2) Where the Bank makes a vesting order—

(a) in the case where an asset is held by the transferor alone immediately
before the vesting date, such asset shall on and from the vesting date
vest in the transferee; and
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(b) in the case where the asset is held jointly by the transferor with
another person immediately before the vesting date, such asset shall
on and from the vesting date vest in the transferee in accordance with
subparagraph (5) jointly with that other person.

(3) Where the assets vested in a transferee in accordance with this Schedule
include any financing, thetransfereeis deemed to have given the financing
or issued the guarantee, as the case may be, notwithstanding that the
financing or guarantee had been drawn down or issued by the transferor.

(4) Where the security for any financing that is vested under this Schedule
in the transferee includes a share—

(a) for the purposes of paragraph 6A (9)(b) of the Companies Act 1965, the
transferee, shall be deemed to hold an interest in the share only by way
of security for the purposes of atransaction entered into in the ordinary
course of business in connection with the lending of money; and

(b) the interest of the transferee in the share shall be disregarded for the
purposes of section 6A of the Companies Act 1965.

(5) Thetransferee shall, on and from the vesting date for any assets, acquire
all of the transferor's present and future rights, title and interests in, and
disclosed obligations with respect to, such asset, free of any
encumbrance, caveat, prohibitory order, injunction or claim save for any
registered interest existing as at the vesting date and disclosed claims.

(6) On and from the vesting date for aliability—

(a) the transferee shall assume and be vested with that liability and
becomes liable, instead of the transferor, to discharge that liability;

(b) the transferor shall be deemed to have been released and discharged
from that liability; and

(c) any depositor, creditor or other person who is owed that liability shall
be deemed to have consented to and accepted the assumption by the
transferee of that liability.

(7) Without prejudice to subparagraphs (1), (2), (3), (4), (5) and (6) in relation
to any business, assets or liabilities, as the case may be, vested in the
transferee—

(a) each obligor with respect to such assets, shall be deemed to have
released and discharged the transferor from al the disclosed
obligations with respect to such assets;

(b) any person having any right, title or interest in such assets, shall be
deemed to have consented to and accepted the vesting in the
transferee of all the disclosed obligations with respect to such assets;

(c) an existing agreement or instrument, whether in the form of a deed,
will or otherwise, or order of any court, under or by virtue of which,
the transferor hastitle or ownership of or rightsto such assets shall be
construed and shall have effect as if for any reference in it to the
transferor there were substituted a reference to the transferee;

(d) an existing agreement or instrument in relation to such assetsto which
the transferor was a party shall have effect insofar asiit is applicable
to the disclosed obligations, disclosed claims and registered interests
asif the transferee had been a party to it instead of the transferor;
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(e) an existing instruction, order, mandate, power of attorney, authority,

undertaking or consent in relation to an account which was given to
the transferor, either alone or jointly with another person, shall be
deemed to have effect, as if given to the transferee either alone or
jointly with such other person, as the case may be;

(f) if any security were held immediately before the vesting date by the

transferor, or by a nominee of or trustee for the transferor, as security
for the payment or discharge of any liability of any person, such
security shall be held by the transferee, that nominee or trustee, asthe
case may be, as the nominee of, or trustee for, the transferee with the
same priority asthe transferor, and to the extent of that liability, shall
be available to the transferee as security for the payment or discharge
of that liability, and if any such security extends to future advances or
future liabilities, shall be held by and be available to the transferee as
security for future advances by or future liahilitiesto the transfereein
the same manner in al respects as future advances by or future
liabilities to the transferor were secured thereby immediately before
the vesting date;

(8) in addition to any other right, power or remedy granted to the

transfereein this Schedul e, the transferee shall havetherights, powers
and remedies (and in particular the rights and powers as to taking or
resisting legal or other proceedings or making or resisting
applicationsto any authority) for ascertaining, protecting or enforcing
the rights, title, interests and disclosed obligations vested in the
transferee including those rights, title, interests or obligations in
respect of any legal or other proceedings or applications to any
authority pending immediately before the vesting date by or against
the transferor, and resisting any disclosed claims or registered
interests as if they had at all times been the rights, title, interests or
obligations of the transferee;
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(k) where the custody of any goods, things or documents is held by the
transferor as bailee immediately before the vesting date, such goods,
things or documents shall be deemed to have passed to the transferee
and the rights and disclosed obligations of the transferor under any
contract of bailment shall be transferred free of any claim save for
disclosed claims;

(1) a negotiable instrument or order for payment of money given to or
drawn on or accepted by the transferor, whether so given, drawn or
accepted before, on or after the vesting date, shall have the same effect
on and from the vesting date, asif it had been given to or drawn on or
accepted by the transferee; and

@) any account between the transferor and its customer shall become an
account between the transferee and the customer, subject to the
conditions and incidents as theretofore, and such account to be
deemed for all purposesto be a single continuing account.

(8) Without prejudice to subparagraphs (1), (2), (3), 4), (5), (6) and (7), a
vesting of any business, assets or liabilities in the transferee shall not,
unless otherwise provided for in the vesting order—

(a) be regarded as placing—

(i) the transferee;

(i) the transferor;

(ili) any person deriving title from the transferee; or

(iv) any other person,
in breach of or default under, any contract, agreement,
undertaking, guarantee, indemnity or any other arrangement, or
in breach of confidence;

(b) be regarded as giving rise to aright or duty for any person to—

(i) terminate, cancel, modify or replace an agreement;

(i) enforce or accel erate the performance of an obligation; or

(ili) require the performance of an obligation not otherwise arising
for performance;

(c) be regarded as placing the transferor, the transferee or any other
person in breach of any law or agreement prohibiting, restricting or
regulating the assignment, sale, disposal or transfer of any asset or
disclosure of information;

(d) release a surety from an obligation;

(e) invalidate or discharge a contract or security; or
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viable or which the Bank considers likely to become non-viable under ERE R ’i HFLY LR & 4 - . 7 9 & 4 }@Lﬁ‘
subparagraph 32 (1)(c)(iii) to take effect free from any trust, liability, THK > E ﬁ‘ 1B 1 %ﬁi Haxgd 2 L5332~ Fa% -
adverse claim or other encumbrances. & H £ B AR o

(2) A vesting order for the vesting of any shares or other capital instruments 5 Fﬂ‘g/ﬁ . ' F %\ R . .
may provide for— Q) M>»RRPEFALE2ZHBESL TR
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(a) the extinguishment of rights of holders of warrants or other
instruments that entitle the holder to acquire shares in the financial
institution which has ceased to be viable or which the Bank considers
likely to become non-viable under subparagraph 32 (1)(c)(iii);

(b) the financial institution which has ceased to be viable or which the
Bank considers likely to become non-viable under subparagraph 32
(1)(c)(iii) to not issue any further shares, warrants, or such other
securities which are convertible or exchangeable into shares in such
financial institution;

(c) any shares or capital instruments of a financial institution which has
ceased to be viable or which the Bank considerslikely to become non-
viable under subparagraph 32 (1)(c)(iii) to be converted from oneform
or class to another; or

(d) the removal from the official list of any stock exchange the shares of
the transferor or a particular class of securities of the transferor.

Preservation of rights
6. (1) A person who is precluded from making a claim against any transferee
or is precluded from raising a defence against that transferee under this

Schedule, shall be entitled to seek compensation against the transferor in

respect of such claim.

(2) Where the court is satisfied that the person referred to in subparagraph
(1) hasaclaim against the transferor including any prior equitableinterest
in the assets which that person could have raised or claimed but is
precluded by subparagraph 4 (9) that person shall be entitled to such
compensation from the transferor in respect of such claim as the court
considersfair and reasonable.

Additional provisionson land
7. (1) Notwithstanding the provisions of the National Land Code, the Land

Ordinance relating to the State of Sabah, the Land Code relating to the

State of Sarawak or any other law, any caveat, prohibitory order or any

other encumbrance which was entered, endorsed, registered or lodged,

prior to, on or after, the vesting date shall not prevent a vesting of any
interest in land of the transferor to the transferee.

(2) Where avesting order vestsin the transferee, any interest in land—

(@) in Peninsular Malaysia, on receipt of —

(i) payment of the prescribed fee; and

(i) the vesting order,

the Registrar under the National Land Code shall, without the need for
any further application or filing of any further document, make a
memorial on the register document of title and make such other
entries and generally do all things as may be necessary to give effect
to the vesting;
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(b) in Sabah, on receipt of —
(i) payment of the prescribed fee; and
(i) the vesting order,
the Registrar under the Land Ordinance relating to the State of Sabah
shall, without the need for any further application or filing of any
further document, make a memorial on the register document of title
and make such other entries and generally do all things as may be

necessary to give effect to the vesting; and
(c) in Sarawak, on receipt of —

(i) payment of the prescribed fee; and

(i) the vesting order,

the Registrar under the Land Code relating to the State of Sarawak
shall, without the need for any further application or filing of any
further document, make a memorial on the register document of title
and make such other entries and generally do all things as may be

necessary to give effect to the vesting.

(3) Notwithstanding any provision in the National Land Code, the Land
Ordinance relating to the State of Sabah, the Land Code relating to the
State of Sarawak or any other law, a vesting order shall be effective to
vest an interest in land in the transferee as of the vesting date and shall

be conclusive evidence of such vesting.
Other Registration Authoritiesto give effect to vesting order

8. (1) Notwithstanding the provisions of any other law, any Registration
Authority other than the Registrar under the National Land Code, the
Registrar under the Land Ordinance rel ating to the State of Sabah and the
Registrar under the Land Code relating to the State of Sarawak, shall, on

receipt of —
(a) payment of the prescribed fee; and
(b) the vesting order,

without the need for any further application or filing of any further
documents, do al things and make all entries or memorials in any
register or record kept by the Registration Authority as may be necessary
to give effect to the vesting of any business, assets or liabilities, sharesor
other capital instruments referred to in subparagraph 32 (1)(c)(iii) to

which the vesting order relates.

(2) For the purpose of this paragraph, subsection 112A (1) of the Companies
Act 1965 shall be deemed to apply to the transferee as if for the word "
thirty" in that subsection the words "one hundred and eighty" had been

substituted.
Automatic substitution in any legal or other proceedings

9. Notwithstanding the provisions of any other law, every registrar of courts
shall automatically upon receipt of a copy of the vesting order do all things
and make all entriesin any register or record kept by such registrar as may
be necessary to give effect to the automatic substitution of the transferee in

place of the transferor as a party in any legal or other proceedings.
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Immunity of Registration Authority
10. A Registration Authority shall not be liable to any person in respect of the
making of any memorial on or entry in the register document of title or any
other register or record in reliance of the vesting order.
Replacement vesting order
11.(1) The Bank may, by order published in the Gazette, make a new vesting
order (in this paragraph referred to as "replacement vesting order") to
replace any vesting order it has previously made in order to rectify any
omission or error in the vesting order.

(2) Any replacement vesting order made by the Bank under subparagraph (1)
stating that any business, assets, liabilities, shares or other capital
instruments have been vested in the transferee shall be conclusive
evidence of such vesting as of the vesting date stipulated in the
replacement vesting order.

(3) If any law stipulates a time period within which a vesting of any of the
assets stated to be the subject of areplacement vesting order made under
subparagraph (1) shall be registered or filed, that period shall commence
from the date the replacement vesting order is made.

(4) Any act done by atransferee, transferor or any other person, in reliance
of avesting order previously made shall not be affected by any omission
or error rectified in a replacement vesting order made under
subparagraph (1).

(5) For the purposes of this Act, any reference to a vesting order shall be
deemed to include areference to areplacement vesting order made under
subparagraph (1).

Transfer of foreign assetsand foreign liabilities
12. (1) This paragraph appliesin relation to foreign assets and foreign liabilities
held by the transferor.

(2) For the purposes of this paragraph—

"foreign assets' means assets of the transferor outside Malaysia;
"foreign law" meansthe law of the country or territory outside Malaysia
in which the assets of the transferor are situated or liabilities of the
transferor are to be discharged,;

"foreign liabilities' means the liabilities of the transferor to be
discharged outside Malaysia.

(3) The transferor and transferee shall each take any necessary steps to
ensure that the vesting of any foreign assets or foreign liabilities of the
transferor is effective under foreign law where such vesting is not wholly
effective by virtue of the vesting order.

(4) Until the vesting of foreign assets or foreign liabilitiesis effective under
foreign law, the transferor shall —
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(a) hold the assets as a trustee for the benefit of the transferee together
with any additional asset or right accruing by virtue of the origina
asset or right; and

(b) discharge any liability on behalf of the transferee.

(5) The transferee must meet any expenses of the transferor in complying
with this paragraph.

(6) An obligation imposed by this paragraph is enforceable as if created by
contract between the transferor and transferee.
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The Central Bank of the Republic
of China (Taiwan) Act

Promulgated on May 23, 1935

Amended on November 8, 1979

Articles 23 and 44 amended on May 21, 1997

(Article 23 amendment effected on July 7, 1999)

Articles18-1, 18-2 and 18-3 added, Articles 32 and 35 amended on June
5, 2002

Article 11-1 added, Articles 3, 6, 9, 11 and 38 amended on April 27, 2011
Article 25 amended on January 8, 2014

Chapter | General Provisions

(Status of the Bank)

Article 1

The Central Bank of the Republic of China (Taiwan) (hereafter called the
Bank) shall be a government bank and an agency under the Executive Yuan.

(Objectives of the Bank's Operations)

Article 2

The primary objectives of the Bank's operations shall be;

1. To promote financial stability;

2. To guide sound banking operations;

3. To maintain the stability of the internal and external value of the currency;
4. To foster economic development within the scope of the above objectives.

— 502 —

W P BRSP4

FERE TP RBATE

EAR24 50 23 FASRHIESH 2 361

vEINE68E 110 8 it (- ) BF 5557384 31 o
> 44 0%

PEAREB6E ST 21 BAER (- ) &3 % 8600115460 54
B oty 23iEs 5 44 iEiEe (Y EAR8BE6T 22} (7
Felid 88 4% % 24060 54 %% 2315388 &£ 7 T W (T)

PERAROLE 6" 5 BiEs (- ) &5 % 09100113090 5. 4
2T HIH 18152 13 % 18152 3iE2 s X3 r ¥ 3RiE2 §
3555~

PEIEI00E 40 27 p BAER- 53 % 10000079371 5.4
THITH AL iE2 1iE> S A8 % 305 F61E % 9
11152 % 38igig=

¢ K103 # 17 8 MAsER- £F % 10300000611 554 2
o #F g 250

Yo

>
>

\%

F—% &3

(ARATRAL)
F - M P ERE (T EHEAF) PR B

T Il o

= K AEEFZr AL
- R AR
S ERREFEDR -
CHGEHPN 2 HOAREL T
oA PRI O R R

fu

— 503 —



TheCentral Bank of the Republic of China (Taiwan) Act

(Head Office, Branch Offices and Representative Offices)

Article 3

The Bank shall haveits Head Office at the seat of the Central Government and
may establish domestic branch offices and representative offices; and, if
necessary, may establish representative offices overseas. The establishment
and dissolution of branch offices and representative offices shall be authorized
by the Board of Directors and reported to the Executive Yuan for approval.

(Capital of the Bank)

Article 4

The capital of the Bank shall be appropriated from the National Treasury. It
shall be fully owned by the Central Government and nontransferable.

Chapter 11 Organization

(Board of Directors)

Article 5

The Bank shall have a Board of Directors consisting of eleven to fifteen
directors to be nominated by the Executive Yuan and appointed by the
President. A Board of Executive Directors composed of fiveto seven executive
directors shall be designated among the directors.

The Governor of the Bank, the Minister of Finance and the Minister of
Economic Affairs shall be ex officio directors and executive directors. Among
thedirectors, there shall be at least one each from the agricultural, theindustrial
and commercial, and the banking sectors.

Except for the ex officio directors, the directors shall be appointed for a term
of five years, and may be reappointed upon the expiration of such term.

(Powers and Functions of the Board of Directors)

Article 6

The powers and functions of the Board of Directors shall be as follows:

1. To examine and approve policies concerning money, credit and foreign
exchange;

2. To examine the adjustment of the Bank's capital;

3. To approve the operation plans of the Bank;
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e

To examine the budget estimate and financia statements of the Bank;

5. To examine and approve magjor by-laws and regulations of the Bank;

6. To examine or approve the establishment, adjustment and dissolution of the
Bank's administrative units, branch offices, representative offices and
subsidiary institutions;

7. To approve the appointment and the removal of the heads of the Bank's
administrative units, branch offices, representative offices and subsidiary
ingtitutions;

8. To examine matters proposed by the Directors.

The Board of Directors may delegate al or part of the above powers and

functions to the Board of Executive Directors. The resolution of the Board of

Executive Directors shall be reported to the Board of Directors for record and

approval.

The Board of Directors shall establish rules and regulations of board meetings.

Such rules and regulations shall be reported to the Executive Yuan for record.

(Board of Supervisors)

Atrticle 7

The Bank shall have a Board of Supervisors, composed of five to seven
supervisors to be nominated by the Executive Yuan and appointed by the
President. The Minister of Directorate-General of Budget, Accounting and
Statistics of the Executive Yuan shall be an ex officio supervisor.

Except for the ex officio supervisor, the supervisors shall be appointed for a
term of three years and may be re-appointed upon the expirations of such term.
The Board of Supervisors shall have a chairman to be elected from among the
SUpErVisors.

(Powers and Functions of the Board of Supervisors)

Article 8

The powers and functions of the Board of Supervisors shall be as follows:

To examine the Bank's assets and liabilities;

To audit the Bank's accounts;

To examine the reserves for the issuance of currency by the Bank;

To examine the amount of currency issued by the Bank;

To examine and approve the Bank's financial statements;

To investigate any case involving violation of this Act and the by-laws and
regulations of the Bank. The result of such investigation shall be referred to
the Board of Directors for corrective action.

o g hswNE

— 506 —

HE ¢ EARY 4R

Ty AFIRE R L2 B o
I AFERRFLFRE AL
Ao AFRIRE AT PR RS R
&i‘ﬂ%ﬁﬁﬁiﬁﬁéﬁi°
S AEPRE 2 R RS R
3 %‘f:é’uy‘ %*io
AN~ iﬁpi;iiﬁ vi:
wﬁr g LR ¢ - s 2R
if ¥IFEE § 243 @fﬁ;ﬁ*ﬂi?
R BT RN DG ARG G -
(E¥¢)
¥ £ #% FAFREFEOREFIAI-A D AR
:%*JZ’L‘“ ILL 2 e AR AR AR REE -
%gﬁziﬂ’iigwaiﬁ’wﬁﬁﬁm
@iE o
TEEEARA-A D EFEIT 2 o
(BEFam)
O OETF2BELL
- ‘*‘f’??‘g N é\f‘%]‘\%ﬁﬁo
= AERE 2P
i‘iﬁ%W% TRBZ G
o~ AE R TR AP
I~AFEAEZFP
AociER REEAERMETLAE > D RG



TheCentral Bank of the Republic of China (Taiwan) Act

(Governor and Deputy Governors)

Article 9

The Bank shall have a Governor with the rank of special appointment and two
Deputy Governors with the rank equivalent to Grade 14; all of whom shall be
appointed for aterm of five years and may be reappointed upon the expiration
of such term.

The provision of the preceding paragraph that the rank of Deputy Governor is
equivalent to Grade 14 shall apply to Deputy Governors appointed after the
revision of this Act, amended on 8 April 2011, has come into force.

(Duties of Governor and Deputy Governors)

Article 10

The Governor shall be the chief executive in directing and supervising the
operations of the Bank, shall carry out resolutions of the Board of Directors,
and shall represent the Bank on al occasions. The Deputy Governors shall
assist the Governor in the execution of the above duties.

The Governor shall be the chairman of the Board of Directors and the Board of
Executive Directors. Whenever the Governor is unable to attend in person, the
Deputy Governor designated to act for the Governor shall be the chairman.

(Administrative Units and the Ranks and Quotas of the Bank's Personnel)
Article 11

Administrative units established in the Head Office of the Bank shall be named
as Department or Office.

The ranks and quotas of the Bank's personnel shall be tabulated separately.

(Personnel Management)

Article 11-1

Except for the appointment, removal, remuneration, retirement and indemnity
of the Governor and Deputy Governors as specified in this Act and other laws,
the regulations for the appointment, dismissal, remuneration, bonus, welfare,
performancerating, incentives and discipline, retirement, indemnity, severance
and other personnel management matters related to the Bank's personnel shall
be proposed by the Bank, authorized by the Board of Directors and reported to
the Executive Yuan for approval.
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Chapter 111 Operations

(Business Counterparties)

Article 12

Unless otherwise specified by law, the Bank's operations shall be
circumscribed to business with the following organizations:

1. Government agencies.

2. Banks and other financia ingtitutions.

3. International and foreign financial institutions.

(Issuance of National Currency)

Article 13

The currency of the Republic of China (Taiwan) shall be issued by the Bank.
The currency issued by the Bank shall be the national currency, and shall be
legal tender for al payments within the territory of the Republic of China
(Taiwan).

The Bank shall establish plants under its management to carry out the printing
and minting of the currency.

(Delegation of Issuance of National Currency)

Article 14

The Bank may, whenever necessary, delegate other government banks to issue
currency in designated regions on its behalf, to be regarded as national
currency. The assets and liabilities pertaining to the issuance of such currency
shall be for the account of the Bank.

(Specifications of Notes and Coins)

Article 15

The basic monetary unit of the national currency is Yuan and the subsidiary
currencies are Chiou and Fen. Ten Fens equal to one Chiou and ten Chious
equal to one Yuan.

The denomination, composition, form, and pattern of the notes and coins
issued by the Bank shall be proposed by the Bank, for approval by the
Executive Yuan.

The Bank shall make public the specifications of notes and coins prior to
issuance.
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(Reserves against Currency Issuance)

Article 16

Against currency issued by the Bank and its delegated banks, reservesin full
equivalent value shall be maintained in gold, silver, foreign exchange, and
eligible bills and securities.

The issuance of coins shall be exempt from reserves.

(Publication of the Amount and Reserve Status of Currency)

Article 17

The amount and reserve status of currency issued by the Bank and its del egated
banks shall be made public in regular intervals.

(Exchange and Redemption of Currency)

Article 18

The Bank shall exchange stained or damaged notes and coins deemed to be
unfit for circulation in accordance with certain standards, and destroy them
according to law.

The Bank may redeem currency issued. Currency redeemed shall no longer be
legal tender. However, the redemption period shall not be less than one year,
during which time holders may exchange redeemed currency with the Bank.

(Maximum Amount of National Currency Carried into or out of the Territory
of the ROC)

Article 18-1

The maximum amount of national currency that may be carried or mailed into
or out of theterritory of the Republic of China (Taiwan) shall be prescribed by
the Bank.

Currency in excess of the aforesaid maximum cannot be transported into or out
of the territory.

(Handling of Counterfeit or Altered Currency)

Article 18-2

When financia institutions or other enterprises which are authorized to engage
in foreign exchange operations receive counterfeit or falsified national
currency or foreign currency, they shall retain, void and destroy those
currencies, save that suspicion of criminal involvement shall be reported to the
judicial authority. Regulations on handling counterfeit or falsified currency
shall be stipulated by the Bank.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Issuance of Gold and Silver Coins and Commemorative Notes and Coins)
Article 18-3

The Bank may issue gold and silver coins and commemorative notes and coins.
Regulations governing the issuance of gold and silver coins and
commemorative notes and coins shall be stipulated by the Bank.

The sale or resale price of aforesaid notes and coins may be higher than their
denomination.

(Accommodations)

Article 19

The Bank may provide the following accommodations to banks:

1. Rediscounts of eligible bills, with maturity not exceeding 90 days for
industrial and commercial bills, and 180 days for agricultural hills.

2. Temporary advances not exceeding 10 days.

3. Refinancing of secured loans not exceeding 360 days.

The Bank may impose limits on rediscounts or other accommodations to

banks.

(Establishment of Funds)

Article 20

The Bank, in order to assist economic development, may establish various
funds, using savings deposits re-deposited by financial institutions and other
special funds to refinance medium and long-term loans disbursed by banks.

(Publication of the Interest Rates of the Bank's Rediscounts and other
Accommodations)

Article 21

Theinterest rates of the Bank's rediscounts and other accommaodations shall be
determined by the Bank in the light of prevailing financia and economic
conditions, and made public. However, a branch office of the Bank may
establish its own interest rates on rediscounts and accommodations according
to special local financial conditions, with prior approva by the Head Office,
and make them public.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Exception Management on the Interest Rates of Banks' Deposits and Loans)
Article 22

The Bank may, at its discretion and in the light of financial and economic
conditions, prescribe an upper limit for the interest rates of bank deposits, and
approve the range of interest rates on bank loans as proposed by the Bankers
Association.

(Deposit Reserve Ratios)

Article 23

The Bank shall receive and keep reserves against deposits and other liabilities
of financial institutions which are regulated by the Banking Act, and may, at its
discretion, adjust various deposit and other liability reserve ratios under the
following maximum limits in accordance with the regulation governing
adjustment and audit thereof, which shall be stipulated by the Bank:

Checking deposits: 25%

Demand deposits: 25%

Savings deposits: 15%

Time deposits; 15%

. Other liabilities: 25%

The scope of aforesaid other liabilities shall be prescribed by the Bank.

The Bank may, whenever necessary and from a specific date, impose on the
increment of the checking deposits, demand deposits and other liabilities, a
marginal reserve ratio which shall not be bound by the maximum limits on
paragraph 1 of thisArticle.

The Bank may charge the financial institutions having insufficient reserves, on
the portion of the shortfall, a penalty interest rate not higher than two times of
that prescribed in Article 21 on unsecured temporary advances as stated in
subparagraph 2, paragraph 1 of Article 19.

agrwdPE

(Reserves for Indemnity Deposited by Investment and Trust Companies)
Article 24

The Bank shal, in conformity with law, receive and keep reserves for
indemnity deposited by investment and trust companies.

(Minimum Ratio of Banks’ Liquid Assets to Liabilities)

Article 25

The Bank, after consulting with the Financial Supervisory Commission, may
at its discretion, prescribe for banks a minimum ratio of their liquid assets to
various liabilities.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Open Market Operations - Purchasing and Selling Bonds)

Article 26

The Bank may, inthelight of financial conditions, purchaseand sell inthe open
market the bonds issued or guaranteed by the government, financial bonds
issued by banks and bills accepted or guaranteed by banks.

(Open Market Operations - Issuing Certificates of Deposits and Savings
Bonds)

Article 27

The Bank may, for the purpose of regulating monetary conditions, issue
certificates of deposits, savings bonds and short-term bonds, and may purchase
and sell them in the open market.

(Credit Control - Maximum Loanable Ratios of Secured Loans)

Article 28

The Bank may, whenever necessary, prescribe maximum loanable ratios
selectively on the items used as collateral or mortgage of secured loans
extended by banks.

(Credit Control - Amount of Down-payment and Term of Credit)

Article 29

The Bank may, whenever necessary, prescribe and regulate the amount of
down-payment and the term of credit extended by banks for the purchase or
construction of buildings and the purchase of durable consumer goods.

(Administration of Accommodations Extended by Banks to Securities Dealers
or Securities Finance Companies)

Article 30

The Bank shall prescribe and regulate the accommodati ons extended by banks
to securities dealers or securities finance companies.

(Credit Control - Limit on Credit Lines)

Article 31

The Bank may, whenever it deems that the monetary and credit conditions so
warrant, prescribe a limit on various kinds of credit extended by al, or any
category of, financia institutions.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Exchange of Negotiable Instruments and Clearance of Accounts among
Banks)

Article 32

The Bank shall establish clearing houses for checks and settlement of accounts
among banks at the sites of Head Office or branch offices. The Bank may
delegate government banksto carry out this function in places where the Bank
has no branch office. Regulations governing checks clearance and settlement
of accounts among banks shall be stipulated by the Bank.

(International Monetary Reserves and its Management)

Article 33

The Bank shall hold international monetary reserves, and undertake the overall
management of foreign exchange.

(Adjustment of the Demand for and Supply of Foreign Exchange)

Article 34

The Bank may, in the light of the balance of payments situation, take measures
to adjust the demand for and supply of foreign exchange with a view to
maintaining an orderly foreign exchange market.

(Foreign Exchange Operations)

Article 35

The Bank shall undertake the following foreign exchange operations:

1. To draw up plans for foreign exchange management and on anticipated
receipts and payments;

2. To authorize and supervise banks and other enterprises engaged in foreign
exchange operations;

3. To settle the purchase and sale of foreign exchange;

4. To examine and approve private outward and inward remittances;

5. To supervise private enterprises foreign borrowings guaranteed by
authorized banks, with reference to their management and their repayment
schedule;

6. To purchase and sell foreign currencies, bills of exchange and securities;

7. To caculate, compile, analyse and report the receipts and payments of
foreign exchange;

8. Other operations relating to foreign exchange.

Regulations governing requirements of application, the examination

procedure, approval of authorization, the scope of operations, withdrawal of

authorization, and other matters which banks and other enterprises applying to
engage in foreign exchange operations must comply with, shall be stipulated
by the Bank.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Fiscal Agency and Depository Services for National Treasury)

Article 36

The Bank shall effect the operations of the National Treasury and manage the
National Treasury's cash accounts. It shall also manage the Centra
Governmental agencies cash accounts, bills, securities, including receipts and
payments, safekeeping and transfers, and the

safekeeping of their other asset documents.

The Bank may delegate, whenever necessary, the operations mentioned above
to other financial institutions in places where the Bank has no branch office.

(Floatation and Redemption of Government Bonds and Treasury Bills)
Article 37

The Bank shall undertake the floatation and the redemption of government
bonds, issued domestically or abroad, and treasury bills. The Bank may
delegate, whenever necessary, the above to other financial institutions.

(Financial Examination)

Article 38

In conformity with the powers and functions authorized by this Act, the Bank,

if necessary, may undertake the inspection of the operations of financial

ingtitutions and the targeted examination of such operations as outlined in

Chapter 3 of this Act; and may direct financia institutions to prepare and

submit, within a prescribed period of time, accurate financial reports, property

inventories or other relevant documents and reports.

If the responsible person(s) or staff member(s) of afinancia ingtitution or its

branch office commits any of the following acts when the Bank dispatches

officialsto inspect or examine its operations, or directsthe financial institution

to prepare and submit accurate financial reports, property inventories or other

relevant documents and

reports in accordance with the preceding paragraph, the financial institution or

its branch office shall be liable to an administrative fine of Two Million New

Taiwan Dollars (NT$2,000,000) to Ten Million New Taiwan Dollars (NT

$10,000,000), imposed by the Bank:

1. Refusing to be inspected or examined;

2. Concealing or destroying account books and documents related to business
or financia conditions;
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TheCentral Bank of the Republic of China (Taiwan) Act

3. Refusing to reply or providing false information to inquiries made by the
examiner without justifiable reasons;

4. Falure to provide accurate and complete financial reports, property
inventories or other relevant documents or reportsin atimely manner.

The financid ingtitution or its branch office shall seek recourse from the

responsible person after paying such administrative fines.

(Economic Research)

Article 39

The Bank shall, to coordinate the formulation of financial policies and the
execution of its operations, regularly collect economic information, compile
financia statistics and conduct financial and economic research.

Chapter 1V Budget and Financial Statement

(Budget)

Article 40

Before the beginning of each fiscal year, the Bank shall prepare a budget
estimate. The budget estimate shall be examined by the Board of Directors and
processed in accordance with the Budget Act.

(Financial Statement)

Article 41

After the close of each fiscal year, the Bank shall settle all accountsand prepare
financial statements. The financial statements shall be examined by the Board
of Directors, examined and approved by the Board of Supervisors, and
processed in accordance with the Financial Statement Act.

(Legal Reserve)

Article 42

At the close of each fiscal year, the Bank shall set aside fifty per cent of its net
profit as legal reserve. In case the amount of the accumulated legal reserve
equals or exceeds the Bank's current capital, the percentage herein prescribed
may, subject to the resolution of the Board of Directors and the concurrence of
the Board of Supervisors, be reduced to alevel no lower than twenty per cent.
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TheCentral Bank of the Republic of China (Taiwan) Act

(Accounting for the Gain or Loss from the Change of Exchange Rate)

Article 43

The gain or loss from the Bank's assets or liabilities denominated in gold,
silver, foreign currencies and other

forms of international reserve, resulted from changes in parity of the national
currency, or changes in the value, parity or exchange rate of these assets and
liabilities relative to the national currency, shall not be listed in the Bank's
annual income statement.

Any gain from the above changes shall be posted in the Exchange Reserve
Account, and any loss shall be offset in the balance of that Account.

Chapter V Appendix

(Effective Date)

Article 44

This Act shall become effective on the date of promulgation.

The effective date of the Article 23 amendment shall be prescribed by the
Executive Yuan.

{ Remarks : This Act is made in Chinese which shall prevail in case of any
discrepancy between the English translation and the Chinese
original. )
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