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RESERVE BANK OF INDIA ACT, 1934

RESERVE BANK OF INDIA ACT, 1934

As amended by the Finance Act, 2018
6" March 1934

PREAMBLE
An Act to constitute a Reserve Bank of India.

Whereasit is expedient to constitute a Reserve Bank for Indiato regulate
the issue of Bank notes and the keeping of reserves with a view to securing
monetary stability in India and generally to operate the currency and credit
system of the country to its advantage;

AND WHEREAS it is essentia to have a modern monetary policy
framework to meet the challenge of an increasingly complex economy;

AND WHEREAS the primary objective of the monetary policy is to
maintain price stability while keeping in mind the objective of growth;

AND WHEREAS the monetary policy framework in India shall be
operated by the Reserve Bank of Indig;

It is hereby enacted asfollows: -

CHAPTER |
PRELIMINARY

1. Short title, extent and commencement.

(1) ThisAct may be called the Reserve Bank of India Act, 1934.

(2) It extendsto the whole of India.

(3) Thissection shall comeinto force at once, and the remaining provisions of
this Act shall come into force on such date or dates as the Central
Government may, by notification in the Gazette of India, appoint.

Er R 0 AL 2

B EBRATIE

1934 43 B 6 B &2
2018 R ¥ 5B

22

Ry

i}

3L EP B R RAT IR
ERFFEAGFLR: > B RFPHIZHETE A
EHIR  NFREETERY XEZEFE L A2 EE
g Sl 2R A1 E
K&ywﬁﬁf—imAx\%“ﬂm o SRRV ¥

FAR Rz SRR AT KPR o
R R 2 LB R R SRR 2 BT ik
%V*%i:
Bk 2 B R AR G B R 4T R IF o
AEFR AT

F1F g

14k 4%~ RERAX
(1) Az T1934 & & g B iy 424772 |
(2 #22es BPRZ S 2ERBEP
Q) AEERZY TP Aedsn; AFH B E> 2 4%}
R 3T R B0 Rl P L R FOR S R
e RTRZ e

wE LR ARE B TREEGRTAE —HMBE KA £
EE 4RI EGE)  AABBSRAFHEZTEANR  REFEXEZAT
ok AT FF TR AT EH R EGRITEFIRZ T 5495 -
https://rbi.org.in/Scripts/OccasionalPublications.aspx? head=Reserve%20Bank%
2001%20India%20Act




RESERVE BANK OF INDIA ACT, 1934

2.Definitions.
In this Act, unless there is anything repugnant in the subject or context:

@
(a)
(aii)

(aiii)

(b)

(bi)
(bii)
(biii)
(biv)
(bv)
(bva)

(bvi)

(vii)
(bviii)
(bviiia)

(bix)

(©

(ci)

[*****]

[*****]

"the Bank" means the Reserve Bank of India constituted by this
Act;

"Bank for International Settlements' means the body corporate
established with the said name under the law of Switzerland in
pursuance of an agreement dated the 20th January, 1930, signed at
the Hague;

"the Central Board" means the Central Board of Directors of the
Bank;

[*****]
[*****]
[*****]
[*****]

[*****]

"Consumer Price Index" means the Consumer Price Index

Combined published by the Government of Indiafrom timeto time;
"Deposit Insurance Corporation” means the Deposit Insurance
Corporation established under section 3 of the Deposit Insurance
Corporation Act, 1961;

[*****]

[*****]

"Exim Bank" means the Export-Import Bank of India established
under the Export-Import Bank of India Act, 1981;

"foreign currency" and "foreign exchange" have the meanings
respectively assigned to them in the Foreign Exchange Regulation
Act, 1973;

"Industrial Finance Corporation” means the Industrial Finance
Corporation of India established under the Industrial Finance
Corporation Act, 1948;

"inflation” means the year wise change in monthly Consumer Price
Index expressed in terms of percentage;
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RESERVE BANK OF INDIA ACT, 1934

(cii)

(ca)

(cb)

(co)

(cci)

(cco)

(cece)

(cccci)

(ci)
(cia)
(cii)
(ciii)
(civ)
(cv)

(d)

()

"inflation target" means the inflation target determined in
accordance with sub-section (1) of section 45ZA;

"International Development Association" means the "Association”
referred to in the International Development Association (Status,
Immunities and Privileges) Act, 1960;

"International  Finance Corporation" means the "Corporation”
referred to in the International Finance Corporation (Status,
Immunities and Privileges) Act, 1958;

"International  Monetary Fund" and "International Bank for
Reconstruction and Development” mean respectively the "
International Fund" and the "International Bank", referred to in the
International Monetary Fund and Bank Act, 1945;

"Monetary Policy Committee" means the Committee constituted
under sub-section (1) of section 45ZB;

"National Bank" means the National Bank for Agriculture and
Rural Development established under section 3 of the National
Bank for Agriculture and Rural Development Act, 1981,

"National Housing Bank" means the National Housing Bank
established under section 3 of the National Housing Bank Act,
1987,

"Policy Rate" means the rate for repo-transactions under sub-
section (12AB) of section 17,

[*****]
[*****]
[*****]
[*****]

[*****]

"Reconstruction Bank" means the Industrial Reconstruction Bank
of Indiaestablished under section 3 of the Industrial Reconstruction
Bank of India, Act, 1984;

"rupee coin” means rupees which are legal tender in India under
the provisions of the Indian Coinage Act, 1906;

"scheduled bank" means a bank included in the Second Schedule;
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(co)

(cci)

(cce)

(cece)

(cceai)

(ci)
(cia)
(cii)
(ciii)
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(cv)

(d)

(€)
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RESERVE BANK OF INDIA ACT, 1934

(ea)
(€b)

(ef)

(f)
(fi)

(9)
(h)

0]

"Sponsor Bank" means a Sponsor Bank as defined in the Regional
Rural Banks Act, 1976;

"State Bank" means the State Bank of India constituted under the
State Bank of India Act, 1955;

"Small Industries Bank" means the Small Industries Development
Bank of India established under Section 3 of the Small Industries
Development Bank of India Act, 1989".

[* * * % *]

"State Financial Corporation” means any State Financid
Corporation established under the State Financial Corporations Act
1951.

"Unit Trust" means the Unit Trust of India established under section
3 of the Unit Trust of India Act, 1963;

"agricultural operations', "central co-operative bank", "co-operative
society”, "crops’, "marketing of crops', "pisciculture", "regional
rural bank" and "State co-operative bank" shall have the meanings
respectively assigned to them in the National Bank for Agriculture
and Rural Development Act, 1981;

"co-operative bank", "co-operative credit society”, "director", "
primary agricultural credit society”, "primary co-operative bank"
and "primary credit society" shall have the meanings respectively
assigned to them in Part V of the Banking Regulation Act, 1949;

CHAPTER II

INCORPORATION, CAPITAL, MANAGEMENT AND

BUSINESS

3. Establishment and incorporation of Reserve Bank.

(1) A bank to be called the Reserve Bank of India shall be constituted for the
purposes of taking over the management of the currency from the Central
Government and of carrying on the business of banking in accordance
with the provisions of this Act.

(2) The Bank shall be a body corporate by the name of the Reserve Bank of
India, having perpetual succession and a common seal, and shall by the
said name sue and be sued.

(ed) " ;?‘EEI’ 7

(b) ¥4

(@

)
(fi

Er R 0 AL 2

Dfd ik T1976 & B B 4LIF R

R 2 AT o

Dtadp i T1955 4 B N 2 4T R
B AT 2N 2 45 o

) f'”'lﬂ $47 1 g ix 11989 & & B A

’;‘é‘lrszavS’,n R 2 Al ER

%?ﬁﬁo
(#%F) -

) T gmaP ) cfd e (1951 &A@
Piz  MEAMK N EROP o

(@ THwigze, @ fhd ik 1963 E P R H 253072

$ OB AR 2 R H e o

() TREFE, « (o4 &ERFE, ~ 4k -
TEA L TEEEH, S TEE, > TERBEEH
ﬁﬁJ1r$i€ﬁﬁﬁJ:ﬂi%&me&g
FERHFERFELUTZ ) LA MR

(i) rélffﬂf'J Py siEA, ~ TEE S
Ti @ P ¥er itk ~ T2 8 &FAF, -
'—iigf;i’**?}i.J ﬁ{alﬁ |—1949—P‘-§Qf""§««12‘J

F 34k BHBITZIRL

(1) X = PR EF ST > ATk ki 2 A
SRV LR g 7 LR E
Q AFBNEREERFL L2080 F 4 0 EAKY
é—a‘l»,}gnb,% Fﬁgfﬁ&ig’j»?ﬁ,"lj\f’??%éfi

PEE LT o



RESERVE BANK OF INDIA ACT, 1934

4, Capital of the Bank.
The capital of the Bank shall be five crores of rupees.

5. Increase and reduction of share capital.
[Rep. by Act 62 of 1948, s.7 and Sch. (w.e.f. 1-1-1949)].

6. Offices, branches and agencies.

The Bank shall, as soon asmay be, establish officesin Bombay, Calcutta, Delhi
and Madras and may establish branches or agenciesin any other placein India
India India India India or, with the previous sanction of the Centra
Government, elsewhere.

7. Management.

)

@)

©)

The Central Government may from timeto time give such directionsto the
Bank asit may, after consultation with the Governor of the Bank, consider
necessary in the public interest.

Subject to any such directions, the general superintendence and direction
of the affairs and business of the Bank shall be entrusted to a Central Board
of Directors which may exercise all powers and do all acts and things
which may be exercised or done by the Bank.

Save as otherwise provided in regulations made by the Central Board, the
Governor and in his absence the Deputy Governor nominated by him in
this behalf, shall aso have powers of genera superintendence and
direction of the affairs and the business of the Bank, and may exercise all
powers and do all acts and things which may be exercised or done by the
Bank.

8. Composition of the Central Board, and term of office of Directors.

@

The Central Board shall consist of the following Directors, namely:

(@) aGovernor and not more than four Deputy Governors to be appointed
by the Central Government;

(b) four Directors to be nominated by the Central Government, one from
each of the four Local Boards as constituted by section 9;

(c) ten Directorsto be nominated by the Central Government; and

(d) two Government officialsto be nominated by the Central Government;
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(2) The Governor and Deputy Governors shall devote their whole time to the
affairs of the Bank, and shall receive such salaries and allowances as may
be determined by the Central Board, with the approva of the 1Central
Government:

Provided that the Central Board may, if in its opinion it is necessary in
the public interest so to do, permit the Governor or a Deputy Governor
to undertake, at the request of the Central Government or any State
Government, such part-time honorary work, whether related to the
purposes of this Act or not, asisnot likely to interfere with hisduties as
Governor or Deputy Governor, as the case may be:

Provided further that the Central Government may, in consultation with
the Bank, appoint a Deputy Governor as the Chairman of the National
Bank, on such terms and conditions as that Government may specify.

(3) A Deputy Governor and the Director nominated under clause (d) of sub-
section (1) may attend any meeting of the Central Board and take part in
its deliberations but shall not be entitled to vote:

Provided that when the Governor is, for any reason, unableto attend any
such meeting, a Deputy Governor authorised by him in this behalf in
writing may vote for him at that meeting.

(4) The Governor and a Deputy Governor shall hold office for such term not
exceeding five years asthe Central Government may fix when appointing
them and shall be eligible for re-appointment.

A Director nominated under clause (c) of sub-section (1) shall hold

office for aperiod of four years and shall be eligible for reappointment:
Provided that any such Director shall not be appointed for more than
two terms, that is, for a maximum period of eight years either
continuously or intermittently.

A Director nominated under clause (d) of sub-section (1) shall

holdoffice during the pleasure of the Central Government.

(5) No act or proceeding of the Board shall be questioned on the ground
merely of the existence of any vacancy in, or any defect in the constitution
of, the Board.

(6) [* * kK *]

(7) A retiring Director shall be eligible for re-nomination.

(2

3)

(4)

(5) =

(6)
(7)
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RESERVE BANK OF INDIA ACT, 1934

9. Local Boards, their constitution and functions.

(1) A Local Board shall be constituted for each of the four areas specified in
the First Schedule and shall consist of five membersto be appointed by the
Centra Government to represent, as far as possible, territorial and
economic interestsand theinterests of co-operative and indigenous banks.

(2) Themembers of the Local Board shall elect from amongst themselves one
person to be the chairman of the Board.

(3) Every member of aLoca Board shall hold office for aterm of four years
and shall be eligible for reappointment:

Provided that any such Director shall not be appointed for more than two
terms, that is, for a maximum period of eight years either continuously or
intermittently.

(4) A Local Board shall advise the Central Board on such matters as may be
generally or specifically referred to it and shall perform such duties asthe
Central Board may delegateto it.

10. Disqualifications of Directors and members of Local Boards.
(1) No person may be aDirector or amember of aLoca Board who -
(a) isasaaried Government official or
(b) is, or at any time has been, adjudicated an insolvent, or has suspended
payment or has compounded with his creditors, or
(c) isfound lunatic or becomes of unsound mind, or
(d) isan officer or employee of any bank, or
(e) isaDirector of abanking company within the meaning of clause (c) of
section 5 of the Banking Regulation Act, 1949, or of a co-operative
bank.

(2) No two persons who are partners of the same mercantile firm, or are
Directors of the same private company, or one of whom is the genera
agent of or holds a power of procuration from the other, or from a
mercantile firm of which the other is a partner, may be Directors or
members of the same Local Board at the same time.

(3) Nothingin clause (a), clause (d) or clause (€) of sub-section (1) shall apply
to the Governor, or to a Deputy Governor, or to the Director nominated
under clause (d) of sub-section (1) of section 8.
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11. Removal from and vacation of office.

(1) TheCentra Government may remove from office the Governor, or aDeputy
Governor or any other Director or any member of aLocal Board.

(2) A Director nominated under clause (b) or clause (c) of sub-section (1) of
section 8 shall ceaseto hold officeif without leave from the Central Board
he absents himself from three consecutive meetings of the Board
convened under sub-section (1) of section 13.

(3) The Centra Government shall remove from office any Director and the
Central Board shall remove from office any member of a Local Board, if
such Director or member becomes subject to any of the disqualifications
specified in sub-section (1) or sub-section (2) of section 10.

(4) A Director or member of aL ocal Board removed or ceasing to hold office,
under the foregoing sub-sections shall not be €eligible for re-appointment
either as Director or as member of a Local Board until the expiry of the
term for which his appointment was made.

(5) The nomination as Director or member of a Local Board of any person
who is a member of Parliament or the Legisature of any State shall be
void, unless, within two months of the date of his nomination, he ceasesto
be such member, and, if any Director or member of a Local Board is
elected or nominated as a member of Parliament or any such Legislature,
he shall cease to be a Director or member of the Local Board as from the
date of such election or nomination, as the case may be.

(6) A Director may resign hisofficeto the Central Government, and amember
of aLocal Board may resign his office to the Central Board, and on the
acceptance of the resignation the office shall become vacant.

12. Casual Vacancies and absences

(1) If the Governor or a Deputy Governor by infirmity or otherwiseis rendered
incapable of executing his duties or is absent on leave or otherwise in
circumstances not involving the vacation of his appointment, the Central
Government may, after consideration of the recommendations made by the
Central Board in this behalf, appoint ancther person to officiatefor him, and
such person may, notwithstanding anything contained in clause (d) of sub-
section (1) of section 10, be an officer of the Bank.
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(2) [* * Kk * *]

(3) Where any casual vacancy in the office of any member of a Local Board
occursthe Central Board may nominate thereto any person recommended
by the other members of the Local Board.

(4) Where any casual vacancy occursin the office of a Director other than the
vacancies provided for in sub-section (1), the vacancy shall befilled by the
Central Government.

(5) A person nominated under this section to fill acasual vacancy shall hold
office for the unexpired portion of the term of his predecessor.

13. Meetings of the Central Board.

(1) Meetings of the Central Board shall be convened by the Governor at least
six timesin each year and at least once in each quarter.

(2) Any four Directors may require the Governor to convene ameeting of the
Central Board at any time and the Governor shall forthwith convene a
meeting accordingly.

(3) The Governor, or if for any reason, he is unable to attend, the Deputy
Governor authorized by the Governor under the proviso to subsection (3)
of section 8 to votefor him, shall preside at meetings of the Central Board,
and, in the event of an equality of votes, shall have a second or casting
vote.

14. to 16. General meetings. First constitution of the Central Board. First
constitution of Local Board.

[Rep. by the Act 62 of 1948, 5.7 and Sch. (w.e.f. 1-1-1949).]

17. Business which the Bank may transact.

The Bank shall be authorized to carry on and transact the several kinds of

business hereinafter specified, namely:

(1) theaccepting of money on deposit without interest from and the collection
of money for, the Central Government, the State Governments local
authorities, banks and any other persons;
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(2) (a) the purchase, sale and rediscount of bills of exchange and promissory

notes, drawn on and payable in India and arising out of bona fide
commercial or trade transactions bearing two or more good signatures,
one of which shall be that of a scheduled bank or a State co-operative
bank or any financial institution, which is predominantly engaged in the
acceptance or discounting of bills of exchange and promissory notes
and which is approved by the Bank in this behalf and maturing,

(i) inthe case of hills of exchange and promissory notes arising out
of any such transaction relating to the export of goods from
India, within one hundred and eighty days, and

(ii) in any other case, within ninety days, from the date of such
purchase or rediscount exclusive of days of grace;

(b) the purchase, sale and rediscount of bills of exchange and promissory

notes, drawn and payable in India and bearing two or more good
signatures, one of which shall be that of a scheduled bank or a State
co-operative bank or any financial institution, which is predominantly
engaged in the acceptance or discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of discounting of bills of exchange and
promissory notes and which is approved by the Bank in this behalf and
drawn or issued for the purpose of financing agricultural operations or
the marketing of crops, and maturing within fifteen months from the
date of such purchase or rediscount, exclusive of days of grace;
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(bb) the purchase, sale and rediscount of bills of exchange and promiss

(©

3 @
(b)

notes drawn and payable in India and bearing two or more good
signatures, one of which shall be that of a State Co-operative bank or
a State financial corporation 5 or any financial institution, which is
predominantly engaged in the acceptance or discounting of bills of
exchange and promissory notes and which is approved by theBank in
this behalf, and drawn or issued for the purpose of financing the
production or marketing activities of cottage and small scale
industries approved by the Bank and maturing within twelve months
from the date of such purchase or rediscount, exclusive of days of
grace, provided that the payment of the principal and interest of such
bills of exchange or promissory notesis fully guaranteed by the State
Government;
the purchase, sale and rediscount of bills of exchange and promissory
notes drawn and payable in India and bearing the signature of a
scheduled bank, and issued or drawn for the purpose of holding or
trading in securities of the Central Government or a State
Government and maturing within ninety days from the date of such
purchase or rediscount, exclusive of days of grace;
the purchase from and sale to scheduled banks of foreign
exchange.
the purchase, sale and rediscount of hills of exchange (including
treasury hills) drawn in or on any place in any country outside India
which is a member of the International Monetary Fund and maturing,
(i) in the case of hills of exchange arising out of any bona fide
transaction relating to the export of goods from India, within
one hundred and eighty days, and
(ii) in any other case, within ninety days, from the date of such
purchase or rediscount:
Provided that no such purchase, sale or rediscount shall be made
in India except with a scheduled bank or a State co-operative
bank;

(3A) the making to any scheduled bank or State co-operative bank, of loans
and advances, against promissory notes of such bank, repayable on
demand or on the expiry of fixed periods not exceeding one hundred and
eighty days;
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RESERVE BANK OF INDIA ACT, 1934

Provided that the borrowing bank furnishes a declaration in writing, to
the effect that:

(i) it holds bills of exchange arising out of any transaction relating to
the export of goods from India, of avalue not less than the amount
of such loans or advances,

(@) drawninIndiaand on any placein any country outside Indiawhich
is a member of the International Monetary Fund or in any other

country notified in this behalf by the Bank in the Gazette of India,
and

(b) maturing not later than one hundred and eighty days from the date
of theloan or advance, and it will, so long as any part of such loans
and advances remains unpaid, continue to hold such bills of
exchange of a value not less than the amount of such loans or
advances outstanding for the time being; or

(ii) it has granted a pre-shipment loan or advance to an exporter or any

other person in Indiain order to enable him to export goods from

India, the amount of the loan or advance drawn and outstanding at

any time being not less than the outstanding amount of the loan or

advance obtained by the borrowing bank from the Bank;

(3B) themaking to any scheduled bank or State co-operative bank of loans and

(4)

advances repayable on demand or on the expiry of fixed periods not
exceeding one hundred and eighty days against promissory notes of such
bank;

Provided that the borrowing bank furnishes a declaration in writing to the
effect that it has made loans and advances for bona fide commercial or
trade transactions or for financing agricultural operations or the
marketing of crops or for other agricultural purposes as set out in the
declaration and the said declaration includes such other particulars as
may be required by the Bank:

the making to local authorities, scheduled banks State co-operative banks
and State Financial Corporations of loans and advances, repayable on
demand or on the expiry of fixed periods not exceeding ninety days,
against the security of -

(@) stocks, funds and securities (other than immovable property) in which
atrustee is authorized to invest trust money by any Act of Parliament
of the United Kingdom or by any law for the time being in force in
Indig;
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(b) gold or silver or documents of title to the same;

(c) such hills of exchange and promissory notes as are eligible for
purchase or rediscount by the Bank or as are fully guaranteed as to the
repayment of the principal and payment of interest by a State

Government;

(d) promissory notes of any scheduled bank or State Co-operative bank,
supported by documents of title to goods 15such documents having
been transferred], assigned, or pledged to any such bank as security for
aloan or advance made for bonafide commercial or trade transactions,
or for the purpose of financing agricultural operations or the marketing

of crops:

Provided that |oans and advances made against the security of bills
of exchange and promissory notes arising out of any transaction
relating to the export of goods from India shall be repayable on
demand or on the expiry of fixed periods not exceeding one

hundred and eighty days;

(4A) the making to any State Financial Corporation, of loans and advances
repayable on the expiry of fixed periods not exceeding eighteen months
from the date of such loan or advance, against securities of the Central
Government or of any State Government, of any maturity, or against
bonds and debentures issued by that Corporation and guaranteed by the
State Government concerned and maturing within aperiod not exceeding
eighteen months from the date of such loan or advance:

Provided that the previous approval of the State Government shall be
obtained for the borrowing by the State Financial Corporation and the
amount of loans and advances granted to that Corporation under this
clause shall not, at any time, exceed in the aggregate twice the paid up

share capital thereof;

(4AA) themaking of annual contributions to the National Rural Credit (Long
Term Operations) Fund and the National Rural Credit (Stabilisation)
Fund established under sections 42 and 43, respectively, of the
National Bank for Agriculture and Rural Development Act, 1981;

(4A)
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RESERVE BANK OF INDIA ACT, 1934

(4B)

@

(b)

(4BB)

@

(b)

the making to the Industrial Finance Corporation of India of loansand
advances,
repayable on demand or on the expiry of fixed periods not exceeding
ninety daysfrom the date of such loan or advance, against securities of
the Central Government or of any State Government; or
repayable on the expiry of fixed periods not exceeding eighteen
months from the date of such loan or advance, against securities of the
Central Government of any maturity or against bonds and debentures
issued by the said Corporation and guaranteed by the Central
Government and maturing within a period not exceeding eighteen
months from the date of such loan or advance:
the making to any financial ingtitution notified by the Centra
Government in this behalf, of oans and advances,
repayable on demand or on the expiry of fixed periods not exceeding
ninety days from the date of such loan or advance, against the
securities of the Central Government or of any State Government, or
repayable on the expiry of fixed periods not exceeding eighteen
months from the date of such loan or advance, against securities of the
Central Government or of any State Government, of any maturity, or
against bonds and debentures issued by that financial institution and
guaranteed by the Central Government or any State Government, and
maturing within a period not exceeding eighteen months from the date
of such loan or advance:
Provided that the amount of loans and advances granted to a
financial institution under sub-clause (b) shal not, at any time,
exceed in the aggregate sixty per cent, of the paid-up share capital

thereof;
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RESERVE BANK OF INDIA ACT, 1934 B 4T

(4BBB) the making to the Unit Trust of loans and advances: (4BBB) #H i i3 223538 jé“ Ey g ﬁﬁ;@ :

(i) repayable on demand or on the expiry of afixed period not (i) rstze X ik ok BE ?‘i‘? @ {220 H b ArgR
exceeding ninety days from the date of such loan or advance T2ME A &N i HE(H AP
against the security of stocks, funds and securities (other than A)E R ,,37-% %R AR R
immovable property) in which a trustee is authorised to ;%—1\133 y ;ﬁ'— 5 don T i -,‘g— ® o H 3
invest trust money by any law for the time being in force in Hr oo f Iﬁ“ & Fhil 2| A2 0 7 FAZ:E
Indig; Q0 o

(ii) repayable on demand or within a period of eighteen months (ii) ¥ & ,ﬁ:;tj-}b R i Al - R
from the date of such loan or advance against the security of (e fF, X5 @.ﬁz 3R A il R %§g%-
the bonds of the Unit Trust issued with the approval of and ]‘\p » WL ’F U des ,i > H P Hp
guaranteed by the Central Government; » f 7;.* IW"' 2_F A= },@ A 18 i ®

(iii) for the purpose of any scheme other than thefirst unit scheme ,u noo
under the Unit Trust of India Act, 1963 on such terms and (iii) 1963 # er g H = i33272 | T % - 4
conditions and against the security of such other property of Btz B v 2 HiR42 1
the Unit Trust as may be specified in this behaf by the Bank; =i ;J:F.Xg_ SHERZGER > d AT T

(4C) the making to a Warehousing Corporation established under the 7o
Agricultural Produce (Development and Warehousing) Corporations (4C) ¥tix T1956# L ¥4 Z(FEZ fF)o i |
Act, 1956, of |oans and advances, k2 Nhwad PEIE R AR il
(a8 repayable on demand or on the expiry of fixed periods not exceeding (@ ™7 & 5 FTE & g IFF-]-L «}; ,% 2 K % % 1A
ninety days, from the date of such loan or advance, against securities E7
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of the Central Government or of any State Government, or
(b) repayable on the expiry of fixed periods not exceeding eighteen
months from the date of such |oan or advance, against securities of the

. , o ¢ = -
Central Government or of any State Government, of any maturity, or (b) J: ;i J{Q—E;_ | Tﬁ_}}\ g N ﬁj ),E ?_ i\! :‘
against bonds and debentures issued by the Corporation to which the P ! P fﬁ N
loan or advance is made, and guaranteed by the Central or a State * ﬁfTé N J}IF‘TI i IS %' “ 2
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Government, and maturing within a period not exceeding eighteen fw‘g ; 5“ 18 i ]F' &£ iR = -
months from the date of such loan or advance: % 'R"JZ R A ‘\‘WL}@%’%— i TS
Provided that the amount of loans and advances granted under FH AL T FE o AR o f FA
clause (b) shall not at any time exceed, in the aggregate, three 2 I‘*"T"‘L'ﬁ ZpAT 2 EAZE 18 T -
crores of rupees in the case of the Centra Warehousing % % (b)Ax 2 Eh A ﬁ"i‘g %%Ff‘ AN A 'va
Corporation and fifty lakhs of rupees in the case of a State “wF o A i3 3 Bt oW gEra
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RESERVE BANK OF INDIA ACT, 1934

(4D)

(4DD)

(4E)

(4F)

(4G)

(4GG)

(4H)
@

(b)

the making to the Deposit Insurance Corporation of loans and
advances; and generally assisting the Corporation in such manner and
on such terms as may be determined by the Central Board;

the making to the National Housing Bank of loans and advances and
generally assisting the National Housing Bank in such manner and on
such terms as may be determined by the Central Board,;

the making to the National Bank of loans and advances repayable on
demand or on the expiry of fixed period not exceeding eighteen
months from the date of making of the loan or advance, either-

(i) against the security of stocks, funds and securities (other than
immovable property) in which a trustee is authorised to invest
trust money by any law for the time being in forcein India; or

(ii) on such other terms and conditions as the Bank may specify;

contributing to theinitia capital of the Unit Trust;

the making of loans and advances to, and the purchasing of bonds and
debentures of , the Exim Bank or the Reconstruction Bank or the Small
Industries Bank out of the National Industrial Credit (Long Term
Operations) Fund established under section 46C;

the making of loans and advances to, and the purchasing of bonds and
debentures of, the National Housing Bank out of the National Housing
Credit (Long Term Operations) Fund established under section 46D;
the making to the Small Industries Bank of |oans and advances -
repayable on demand or on the expiry of fixed periods not exceeding
ninety days, from the date of such loan or advance against the security
of stocks, funds and securities (other than immovable property) in
which atrustee is authorised to invest trust money by any law for the
timebeing inforcein India; or

against the security of hills of exchange or promissory notes, arising
out of bona fide commercial or trade transactions bearing two or more
good signatures and maturing within five years from the date of such
loan or advance;
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RESERVE BANK OF INDIA ACT, 1934

(40)

4)
@

(b)

(4K)

@

(b)

the making to scheduled banks, the Exim Bank or the Reconstruction
Bank or the Small Industries Bank, the Industrial Finance Corporation
and any other financial ingtitution as may, on the recommendation of
the Bank, be approved in this behalf by the Central Government of
loans and advances repayable on demand or otherwise and against
such security and on such other terms and conditions as may be
approved in this behaf by the Central Board for the purpose of
enabling such banks, or financia institution, as the case may be, to
purchase foreign exchange from the Bank for the purpose of financing
the import of capital goods or for such other purposes as may be
approved by the Central Government;

the making to the Exim Bank of loans and advances -

repayable on demand or on the expiry of afixed period not exceeding
ninety days, from the date of such loan or advance against the security
of stocks, funds and securities (other than immovable property) in
which atrustee is authorised to invest trust money by any law for the
time being in forcein India; or

against the security of bills of exchange or promissory notes, arising
out of bona fide commercia or trade transactions bearing two or more
good signatures and maturing within five years from the date of such
loan or advance;

the making to the Reconstruction Bank of loans and advances -
repayable on demand or on the expiry of afixed period not exceeding
ninety days, from the date of such loan or advance against the security
of stocks, funds and securities (other than immovable property) in
which atrustee is authorised to invest trust money by any law for the
timebeing inforcein India; or

against the security of bills of exchange or promissory notes, arising
out of bona fide commercial or trade transactions bearing two or more
good signatures and maturing within five years from the date of such
loan or advance;

(41)
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(4K)
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RESERVE BANK OF INDIA ACT, 1934

©)

(6)

(6A)

)
(8)

the making to the Central Government and State Governments of

advances repayable in each case not later than three months from the

date of the making of the advance;

the issue of demand drafts, telegraphic transfers and other kinds of

remittances made payable at its own offices or agencies, the purchase

of telegraphic transfers, and the making, issue and circulation of bank
post hills;

dealing in derivatives, and, with the approval of the Central Board, in

any other financial instrument.

Explanation. For the purposes of this clause, "derivative" meansan
instrument, to be settled at afuture date, whose valueisderived from
change in one or a combination of more than one of the following
underlyings, namely:

(a) interest rate,

(b) price of securities of the Central Government or a State
Government or of such securities of a local authority as may be
specified in this behalf by the Central Government,

(c) priceof foreign securities,

(d) foreign exchangerate,

(e) index of rates or prices,

(f) credit rating or credit index,

(g) priceof gold or silver coins, or gold or silver bullion, or

(h) any other variable of similar nature;

[* * k *k x % *]

the Purchase and sale of securities of the Central Government or a

State Government of any maturity or of such securities of a local

authority as may be specified in thisbehalf by the Central Government

on the recommendation of the Central Board:
Provided that securities fully guaranteed asto principal and interest
by any such Government or authority shall be deemed for the
purposes of this clause to be securities of such government or
authority;

(5)

(6)

(6A)

()
(8)
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RESERVE BANK OF INDIA ACT, 1934

(8A)

(8AA)

(8B)

©)

(10)

(11)

the purchase and sale of sharesin, or the capital of the National Bank

the Deposit Insurance Corporation, the State Bank or any other bank

or financia institution notified by the Central Government in this

behalf;

the promoting, establishing, supporting or aiding in the promotion,

establishment and support of any financia institution, whether as its

subsidiary or otherwise;

the keeping of deposits with the State Bank for such specific purposes

as may be approved by the Central Government in this behalf;

the custody of monies, securities and other articles of value, and the

collection of the proceeds, whether principal, interest or dividends, of

any such securities;

thesaleand realisation of all property, whether movable or immovable,

which may in any way come into the possession of the Bank in

satisfaction, or part satisfaction, of any of its claims;

theacting as agent for the Central Government or any State

Government or any loca authority or the Industria Finance

Corporation of India or any other body corporate which is established

or constituted by or under any other law or the Government of any such

country outside India or such country outside India or such country

outside India or any such person or authority as may be approved in

this behalf by the Central Government in the transaction of any of the

following kinds of business, namely;

(@) thepurchase and sale of gold or silver or foreign exchange;

(b) the purchase, sdle, transfer and custody of bills of exchange,
securities or shares in any company;

(c) the collection of the proceeds, whether principal, interest or
dividends, of any securities or shares:

(d) the remittance of such proceeds, at the risk of the principal, by
bills of exchange payable either in India or elsewhere;

(e) the management of public debt;

(f) theissue and management of bonds and debentures;

(8A)

(8AA)

(8B)

(9)

(10)

(11)
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RESERVE BANK OF INDIA ACT, 1934

(11A)

(12)

(12A)

(12AA)

(12AB)

the acting as agent for the Central Government,

(@) inguaranteeing the due performance by any small scale industrial
concern, approved by the Central Government, of its obligations
to any bank or other financial institution in respect of loans and
advances made, or other credit facilities provided, to it by such
bank or other financial institution and the making as such agent of
payments in connection with such guarantee, and

(b) inadministering any scheme for subsidising the rate of interest or
other charges in relation to any loans or advances made, or other
credit facilities provided, by banks or other financial institutions
for the purpose of financing or facilitating any export from India
and the making as such agent of payments on behalf of the Central
Government;

the purchase and sale of gold or silver coinsand gold and silver bullion

and foreign exchange and the opening of a gold account with the

principal currency authority of any foreign country or the Bank for

International Settlements or any international or regional bank or

financia institution formed by such principa currency authority or

authorities or by the Government of any foreign country;

the purchase and sale of securities issued by the Government of any

country outside India or by any institution or body corporate

established outside India and expressed to be payable in a foreign
currency or any international or composite currency unit, being in the
case of purchase by the Bank securities maturing within aperiod of ten
years from the date of purchase:
Provided that in the case of securities of an institution or body
corporate, the repayment of principal and payment of interest in
respect of such securities shall be guaranteed by the Government of
the country concerned;

lending or borrowing of securitiesof the Central Government or a State

Government or of such securities of a local authority as may be

specified in this behalf by the Centra Government or foreign

securities;

dealing in repo or reverse repo:

Provided that lending or borrowing of funds by way of repo or
reverse repo shall not be subject to any limitation contained in this
section.

(11A)

(12)

(12A)

(12AA)

(12AB)
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RESERVE BANK OF INDIA ACT, 1934

Explanation. For the purposes of this clause:

(& "repo" means an instrument for borrowing funds by selling
securities of the Central Government or a State Government or of
such securities of a local authority as may be specified in this
behalf by the Central Government or foreign securities, with an
agreement to repurchase the said securities on a mutually agreed
future date at an agreed price which includesinterest for the funds

borrowed;

(b) "reverse repo” means an instrument for lending funds by
purchasing securities of the Central Government or a State
Government or of such securities of alocal authority as may be
specified in this behaf by the Central Government or foreign
securities, with an agreement to resell the said securities on a
mutually agreed future date at an agreed price which includes

interest for the funds lent;

(12B) the making of loans and advances in foreign currencies to scheduled
banks, the Exim Bank, the Reconstruction Bank or the Small
Industries Bank, the Industrial Finance Corporation, any State
Financial Corporation and any other financial institution as may, onthe
recommendation of the Bank, be approved by the Central Government
and on such terms and conditions as may be specified by the Central
Board in thisbehalf, against promissory notes of such bank or financial

institution, as the case may be:

Provided that the borrowing bank or financial institution, asthe case
may be, furnishes a declaration in writing to the effect that -
(a) it hasmadeloansand advancesin foreign currenciesfor financing
international trade or for the import of capital goods or for such
other purposes as may be approved by the Central Government;

and

(b) that the amount of loans or advances so made and outstanding at
any time will not be less than the outstanding amount of the loans
or advances obtained by it from the Bank;

(12B)
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RESERVE BANK OF INDIA ACT, 1934

(13)

(13A)

(14)

the opening of an account with an office outside India of any bank,
including a bank incorporated in India or the making of an agency
agreement with, and the acting as an agent or correspondent of, any
bank incorporated outside India, or the principal currency authority of
any country under the law for the time being in forcein that country or
any international or regional bank or financial institution formed by
such principal currency authorities or foreign governments, and the
investing of the funds of the Bank in the shares and securities of any
such international or regional bank or financial intitution or of any
other foreign ingtitution as may be approved by the Central Board in
this behalf;
participation in any arrangement for the clearing and settlement of any
amounts due from, or to, any person or authority on account of the
externa trade of Indiawith any other country or group of countries or
of any remittances to, or from, that country or group of countries,
including the advancing, or receiving, of any amount in any currency
in connection therewith, and, for that purpose, becoming, with the
approval of the Central Government, amember of any international or
regional clearing union of central banks, monetary or other authorities,
or being associated with any such clearing arrangements, or becoming
a member of any body or association formed by central banks,
monetary or other similar authorities, or being associated with the
same in any manner;
the borrowing of money for a period not exceeding one month for the
purposes of the business of the Bank, and the giving of security for
money so borrowed:
Provided that no money shall be borrowed under this clause from
any person in India other than a scheduled bank or from any person
outside India outside India outside India other than a bank which is
the principal currency authority of any country under the law for the
time being in force in that country:
Provided further that the total amount of such borrowing from
persons in India shall not at any time exceed the amount of the
capital of the Bank:

(13)

(13A)

(14)
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(15) themaking and issue of bank notes subject to the provisions of thisAct

(15A) the exercise of powers and functions and the performance of duties
entrusted to the Bank under this act or under any other law for thetime
being in force;

(15B) theproviding of facilitiesfor training in banking and for the promotion
of research, where, in the opinion of the Bank, such provision may
facilitate the exercise by the Bank of its powers and functions, or the
discharge of its duties;

(16) generally, thedoing of al such matters and things as may be incidental
to or consequential upon the exercise of its powers or the discharge of
its duties under this Act.

18. Power of direct discount.

When, in the opinion of the Bank, a special occasion has arisen making it

necessary or expedient that action should be taken under this section for the

purpose of regulating credit in the interests of Indian trade, commerce, industry
and agriculture, the Bank may, notwithstanding any limitation contained in
trade, commerce, industry and agriculture, the Bank may, notwithstanding any
limitation contained in trade, commerce, industry and agriculture, the Bank

may, notwithstanding any limitation contained in section 17,

(1) purchase, sell or discount any bill of exchange or promissory note though
such bill or promissory noteis not eligible for purchase or discount by the
Bank under that section; or

(2) [ * k ok Kk ok ]

(3) makeloans or advancesto :

(a) a State co-operative bank, or
(b) on the recommendation of a State co-operative bank, to a co-operative
society registered within the area in which the State co-operative bank
operates, or
(c) any other person,
repayable on demand or on the expiry of fixed periods, not exceeding
ninety days, on such terms and conditions as the Bank may consider to be
sufficient.
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18A. Validity of loan or advance not to be questioned.
Notwithstanding anything to the contrary contained in any other law for the
time being in force :

(a) thevalidity of any loan or advance granted by the Bank in pursuance of

the provisions of this Act shall not be called in question merely on the
ground of non-compliance with the requirements of such other law as
aforesaid or of any resolution, contract, memorandum, articles of
association or other instrument:
Provided, that nothing in this clause shall render valid any loan or
advance obtained by any company or co-operative society where such
company or co-operative society is not empowered by its memorandum
to obtain loans or advances;

(b) where a loan or advance has been granted under clause (3A) or under
clause (3B) of section 17 or aloan or advance granted under clause (3)
of section 18 by the Bank to any person has been applied by such person,
wholly or in part, in making aloan or advance to any borrowers, any sum
received :

(i) by the borrowing bank on account of bills of exchange in
respect of which the declaration under clause (i) of the proviso
to clause (3A) of section 17 has been furnished or in
repayment or redisation of the outstanding loans and
advances referred to in clause (ii) of the said proviso or in the
proviso to clause (3B) of the said section, or

(ii) by the borrowing bank or any other person in repayment or
redisation of loans and advances granted to a borrower out of
funds obtained by it or by him from the Bank under section 18,
shall be utilised only for the repayment by the borrowing bank
or other person, as the case may be, of the amounts due to be
repaid by it or by him to the Bank, and shall be held by it or
by himin trust for the Bank, until such time asthe amountsare
SO repaid.

19. Business which the Bank may not transact.
Save as otherwise provided in sections 17, 18, 42 and 45, the Bank may not :

(1) engage in trade or otherwise have a direct interest in any commercial,
industrial, or other undertaking except such interest as it may in any
way acquire in the course of the satisfaction of any of its claims:
Provided that al such interests shall be disposed of at the earliest
possible moment;

(2) purchase the shares of any banking company or of any other company,
or grant loans upon the security of any such shares,
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(3) advance money on mortgage of, or otherwise on the security of,
immovable property or documents of title relating thereto, or become
the owner of immovable property, except so far asis necessary for its
own business premises and residences for its officers and servants;

(4) make loans or advances,

(5) draw or accept bills payable otherwise than on demand,;

(6) alow interest on deposits or current accounts.

CHAPTER 11
CENTRAL BANKING FUNCTIONS

20. Obligation of the bank to transact Government business.

The Bank shall undertake to accept monies for account of the Central
Government and to make payments up to the amount standing to the credit of
its account, and to carry out its exchange, remittance and other banking
operations, including the management of the public debt of the Union.

21. Bank to have the right to transact Government business in India.

(1) TheCentral Government shall entrust the Bank, on such conditions as

may be agreed upon, with al its money, remittance, exchange and
banking transactions in India, and, in particular, shall deposit free of
interest all its cash balances with the Bank:
Provided that nothing in this sub-section shall prevent the Central
Government from carrying on money transactions at placeswherethe
Bank has no branches or agencies, and the Central Government may
hold at such places such balances as it may require.

(2) The Central Government shall entrust the Bank, on such conditions as
may be agreed upon, with the management of the public debt and with
the issue of any new loans.

(3) In the event of any failure to reach agreement on the conditions
referred to in this section the Central Government shall decide what
the conditions shall be.

(4) Any agreement made under this section shall be laid, as soon as may
be after it is made, before Parliament.
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21A. Bank to transact Government business of States on agreement.
(1) The Bank may by agreement with the Government of any State
undertake -
(a) dl its money, remittance, exchange and banking transactions in
India, including in particular, the deposit, free of interest, of all its
cash balances with the Bank; and
(b) the management of the public debt of, and the issue of any new
loans by, that State.
(2) Any agreement made under this section shall be laid, as soon as may
be after it is made, before Parliament.

21B. Effect of agreements made between the Bank and certain States before the
1st November, 1956.

(1) Any agreement made under section 21 or section 21A between the
Bank and the Government of a State specified in the Explanation
below and in forceimmediately before the 1* day of November, 1956,
shall , as from that day have effect asif it were an agreement made
on that day under section 21A between the Bank and the Government
of the corresponding State subject to such modifications, if any, being
of acharacter not affecting the general operation of the agreement, as
may be agreed upon between the Bank and the Government of the
corresponding State, or in default of such agreement, as may be made
therein by order of the Central Government.

Explanation. In this sub-section "corresponding State" means:

(@ in relation to the agreement between the Bank and the State of
Andhra, the State of Andhra Pradesh;

(b) inrelation to the agreement between the Bank and any other Part-
A State as it existed before the 1st day of November, 1956, the
State with the same name, and

(c) in relation to the agreement between the Bank and the Part B
State of Mysore or Travancore-Cochin asit existed before the 1st
day of November, 1956, the State of Mysore or Keraa
respectively.

(2) Any agreement made under section 21A between the Bank and the
Government of the Part B State of Hyderabad, Madhya Bharat or
Saurashtra shall be deemed to have terminated on the 31st day of
October, 1956.
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22. Right to issue bank notes.

(1) The Bank shall have the sole right to issue bank notes in India, and
may, for a period which shall be fixed by the Central Government on
the recommendation of the Central Board, issue currency notes of the
Government of India supplied to it by the Central Government, and
the provisions of this Act applicable to bank notes shall, unless a
contrary intention appears, apply to all currency notes of the
Government of India issued either by the Central Government or by
the Bank in like manner as if such currency notes were bank notes,
and references in this Act to bank notes shal be construed
accordingly.

(2) On and from the date on which this Chapter comes into force the
Central Government shall not issue any currency notes.

23. Issue Department.

(1) Theissue of bank notes shall be conducted by the Bank in an Issue
Department which shall be separated and kept wholly distinct from
the Banking Department, and the assets of the | ssue Department shall
not be subject to any liability other than the liabilities of the Issue
Department as hereinafter defined in section 34.

(2) The Issue Department shall not issue bank notes to the Banking
Department or to any other person except in exchange for other bank
notes or for such coin, bullion or securities as are permitted by this
Act to form part of the Reserve.

24, Denominations of notes.

(1) Subject to the provisions of sub-section (2), bank notes shall be of the
denominational values of two rupees, five rupees, ten rupees, twenty
rupees, fifty rupees, one hundred rupees, five hundred rupees, one
thousand rupees, five thousand rupees and ten thousand rupees or of
such other denominational values, not exceeding ten thousand rupees,
as the Central Government may, on the recommendation of the
Central Board, specify in this behalf.

(2) The Centra Government may, on the recommendation of the Central
Board, direct the non-issue or the discontinuance of issue of bank
notes of such denominational values as it may specify in this behalf.

25. Form of bank notes.

The design, form and material of bank notes shall be such as may be approved
by the Central Government after consideration of the recommendations made
by Central Board.
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26. Legal tender character of notes.

(1) Subject to the provisions of sub-section (2), every bank note shall be
legal tender at any place in India in payment or on account for the
amount expressed therein and shall be guaranteed by the Central
Government.

(2) On recommendation of the Central Board the Central Government
may, by notification in the Gazette of India, declare that, with effect
from such date as may be specified in the notification, any series of
bank notes of any denomination shall cease to be legal tender save at
such office or agency of the Bank and to such extent as may be
specified in the notification.

26A. Certain bank notes to cease to be legal tender.

Notwithstanding anything contained in section 26, no bank note of the
denominational value of five hundred rupees, one thousand rupees or ten
thousand rupees issued before the 13th day of January, 1946, shall be legal
tender in payment or on account for the amount expressed therein.

27. Re-issue of notes.
The Bank shall not re-issue bank notes which are torn, defaced or excessively
soiled.

28. Recovery of notes lost, stolen, mutilated or imperfect.

Notwithstanding anything contained in any enactment or rule of law to the
contrary, no person shall of right be entitled to recover from the Central
Government or the Bank, the value of any lost, stolen, mutilated or imperfect
currency note of the Government of India or bank note;

Provided that the Bank may, with the previous sanction of the Central
Government, prescribe the circumstancesin and the conditions and limitations
subject to which the value of such currency notes or bank notes may be
refunded as of grace and the rules made under this proviso shall be laid on the
table of Parliament.

=5 S i SRS

% 26 % S HFZIEMHBA
(1) =% QRT > *Fo8 FLe% > HWERR
ﬁiiﬁ’*“@*mﬁa/~ﬁﬁﬁ’ DR

Hred > FEF Pk FORR R

(2) ¥ & FRpiE ke iﬁé@’Uﬁﬁéﬁ A
it Ar s FREFLEHF A F Yo
4 FTEENAES r,;}F T %’,’q“-}f@""l’é‘ fxﬁ_ﬁﬁ

s -

% 26A 1 |REMBMAN ZH Y H
EEF ¥ 260E2 R > L 1946 & 12 13 @ Af
W70 %3G 5004;1»L ~ 1000 j +* & 10000 f +*
ZHE A EA A S S e TR 2
4 o

TN

F27T 1k BH 2 ERAT
AEHA R A BRI E A AEFF o

£ 284 Rk~ BB KFRRABREFIF RS
SRR REY R B A7 FR RS Ry
AAFRwH A ‘%ﬁ LA 2 R 20 FORRE
R S
AEFREY LR R AFV AR B R
GENHLNE S FREEUFERR > Bl
GERL T RBEIRE



RESERVE BANK OF INDIA ACT, 1934

28A. Issue of special bank notes and special one-rupee notes in certain cases.

(1) For the purpose of controlling the circulation of bank notes without
India, the Bank may, notwithstanding anything contained in any other
provision of this Act, issue bank notes of such design, form and
material as may be approved under sub-section (3) (hereinafter in this
section referred to as special bank notes) of the denominational values
of five rupees, ten rupees and one hundred rupees.

(2) For the purpose of controlling the circulation of Government of India
one rupee notes without India, the Centra Government may,
notwithstanding anything contained in any other provision of this Act
or in the Currency Ordinance, 1940, issue Government of India notes
of the denominational value of one rupee of such design, form and
material as may be adopted under sub-section (3) (hereinafter in this
section referred to as special one rupees notes).

(3) Thedesign, form and material of the special bank notes shall be such as
may be approved by the Central Government after consideration of the
recommendations made by the Governor and of the specia one-rupee
notes shall be such asthe Central Government may think fit to adopt.

(4) Neither the special bank notes nor the special one-rupee notes shall be
legal tender in India

(5) The specia one-rupee note shall be deemed to be included in the
expression "rupee coin” for all the purposes of this Act except section
39, but shall be deemed not to be a currency note for any of the
purposes of this Act.

(6) Where a special bank note is on its face expressed to be payable at a
specified office or branch of the Bank, the obligation imposed by
section 39 shall be only on the specified office or branch and, further,
shall be subject to such regulations as may be made under this section.

(7) TheBank may, with the previous sanction of the Central Government,
make regulations to provide for all matters for which provision is
necessary or convenient for the purpose of giving effect to the
provisions of this section, and, in particular, the manner in which, and
the conditions or limitations subject to which:

(i) bank notes and one-rupee notes in circulation in any country
outside India may be replaced by special notes issued under
this section;

(i) any such special notes may be exchanged for any other bank
notes or one-rupee notes.
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29. Bank exempt from stamp duty on bank notes.
The Bank shall not be liable to the payment of any stamp duty under the Indian
Stamp Act, 1899, in respect of bank notes issued by it.

30. Powers of Central Government to supersede Central Board.

(1) If intheopinion of the Central Government the Bank failsto carry out
any of the obligations imposed on it by or under this Act the Central
Government may, by notification in the Gazette of India, declare the
Centra Board to be superseded, and thereafter the general
superintendence and direction of the affairs of the Bank shall be
entrusted to such agency as the Central Government may determine,
and such agency may exercise the powers and do all acts and things
which may be exercised or done by the Central Board under this Act.

(2) When action istaken under this section the Central Government shall
cause a full report of the circumstances leading to such action and of
the action taken to be laid before Parliament at the earliest possible
opportunity and in any case within three months from the issue of the
notification superseding the Board.

31. Issue of demand bills and notes.

(1) No personin Indiaother than the Bank or, as expressly authorized by
this Act, the Central Government shall draw, accept, make or issue
any hill of exchange, hundi, promissory note or engagement for the
payment of money payable to bearer on demand, or borrow, owe or
take up any sum or sums of money on the bills, hundis or notes
payable to bearer on demand of any such person:

Provided that cheques or drafts, including hundis, payable to
bearer on demand or otherwise may be drawn on a person’ s
account with a banker, shroff or agent.

(2) notwithstanding anything contained in the Negotiable Instruments
Act, 1881, no person in India other than the Bank or, as expressly
authorised by this Act, the Central Government shall make or issue
any promissory note expressed to be payable to the bearer of the
instrument.

32. Penalty.
[Rep. by the Reserve Bank of India Amendment Act, 1974 (51 0of 1974), S. 9. |
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33. Assets of the Issue Department.

1)

2

3

(4)

Q)

(6)

The assets of the Issue Department shall consist of gold coin, gold
bullion, foreign securities, rupee coin and rupee securities to such
aggregate amount as is not less than the total of the liabilities of the
I ssue Department as hereinafter defined.
The aggregate value of the gold coin, gold bullion and foreign
securities held as assets and the aggregate value of the gold coin and
gold bullion so held shall not a any time be less than two hundred
crores of rupees and one hundred and fifteen crores of rupees,
respectively.
The remainder of the assets shall be held in rupee coin, Government
of India rupee securities of any maturity, promissory notes drawn by
the National Bank for any loans or advances under clause (4E) of
section 17 and such hills of exchange and promissory notes payable
in Indiaas are eligible for purchase by the Bank under sub-clause (a)
or sub-clause (b) or sub-clause (bb) of clause (2) of section 17 or
under clause (1) of section 18.
For the purposes of this section, gold coin and gold bullion shall be
valued at a price not exceeding the international market price for the
time being obtaining, rupee coin shall be valued at its face value, and
securities shall be valued at rates not exceeding the market rates for
the time being obtaining.
Of the gold coin and gold bullion held as assets, not less than
seventeen-twentieths shall be held in India, and all gold coin and gold
bullion held as assets shall be held in the custody of the Bank or its
agencies,
Provided that gold belonging to the Bank which isin any other bank
or inany mint or treasury or in transit may be reckoned as part of the
assets.
For the purposes of this section, the foreign securities which may be
held as part of the assets shall be :
(i) securitiesof thefollowing kinds payablein the currency of any
foreign country which is a member of the International
Monetary Fund, namely:
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(a) balances with the bank which is the principal currency
authority of that foreign country and any other balances or
securitiesin foreign currency maintained with or issued by the
International Monetary Fund, the International Bank for
Reconstruction and Development, the International
Development Association or the International Finance
Corporation or Asian Development Bank or the Bank for
International Settlements or any banking or financial
institution approved by the Central Government in this behalf,
provided that they are repayable within a period of ten years;

(b) hills of exchange bearing two or more good signatures and
drawn on and payable at any placein that foreign country and
having a maturity not exceeding ninety days; and

(c) Government securities of that foreign country maturing within
ten years,

(i) any drawing rights representing a liability of the International

Monetary Fund.

34. Liabilities of the Issue Department.

(1) Theliabilitiesof the | ssue Department shall be an amount equal to the
total of the amount of the currency notes of the Government of India
and bank notes for the time being in circulation.

(2) [* * * % *]

(3) [* * % % *]

35. Initial assets and liabilities.
[Rep. by Act 62 of 1948. s. 7 and Sch.(w.e.f. 1-1-1949).]

36. Method of dealing with fluctuations in rupee coin assets.
[Rep. by Act 55 0f 1963, 5. 3 (w.e.f. 1-2-1964).]

37. Suspension of assets requirements as to foreign securities.
Notwithstanding anything contained in the foregoing provisions, the Bank
may, with the previous sanction of the Central Government, for periods not
exceeding six months in the first instance, which may, with the like sanction,
be extended from time to time by periods not exceeding three months at atime,
hold as assets foreign securities of less amount in value than that required by
sub-section (2) of section 33.
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38. Obligations of Government and the Bank in respect of rupee coin.

The Central Government shall undertake not to put into circul ation any rupees,
except through the Bank ; and the Bank shall undertake not to dispose of rupee
coin otherwise than for the purposes of circulation .

39. Obligation to supply different forms of currency.

(1) The Bank shall issue rupee coin on demand in exchange for bank
notes and currency notes of the Government of India, and shall issue
currency notes or bank notes on demand in exchange for coin which
islegal tender under the Coinage Act, 2011.

(2) The Bank shall, in exchange for currency notes or bank notes of two
rupees or upwards, supply currency notes or bank notes of lower
value or other coins which are legal tender under the Coinage Act,
2011, in such quantities as may, in the opinion of the Bank, be
required for circulation; and the Central Government shall supply
such coins to the Bank on demand. If the Central Government at any
time fails to supply such coins, the Bank shall be released from its
obligations to supply them to the public.

40. Transactions in foreign exchange.

The Bank shall sell to or buy from any authorised person who makes a demand
in that behalf at its office in Bombay, Calcutta, Delhi or Madras or at such of
its branches as the Central Government may, by order, determine, foreign
exchange at such rates of exchange and on such conditions as the Central
Government may from time to time by general or special order determine,
having regard so far as rates of exchange are concerned to its obligationsto the
International Monetary Fund:

Provided that no person shal be entitled to demand to buy or sell foreign
exchange of avalue less than two lakhs of rupees.

Explanation. Inthissection "authorised person” means aperson whoisentitled
by or under the Foreign Exchange Regulation Act, 1973, to buy, or asthe case
may be, sell, the foreign exchange to which his demand relates.

41. Repealed
[Rep. by Act 23 of 1947, s. 4 (w.e.f. 18-4-1947). ]
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41A. Obligation to provide remittance between India and Burma.
[Rep. by Act 11 of 1947, 5. 22 (w.e.f. 1-4-1947). ]

42. Cash reserves of scheduled banks to be kept with the Bank.

(1) Every bank included in the Second Schedule shall maintain with the
Bank an average daily balance the amount of which shall not be less
than such per cent. of the total of the demand and time liabilities in
India of such bank as shown in the return referred to in sub-section
(2), asthe Bank may from time to time, having regard to the needs of
securing the monetary stability in the country, notify in the Gazette of
India:

Explanation. For the purposes of this section:

() "average daily balance" shall mean the average of the balances
held at the close of business on each day of afortnight;

(b) "fortnight" shall mean the period from Saturday to the second
following Friday, both daysinclusive;

(c) "liahilities" shall not include -

(i) thepaid-up capital or thereservesor any credit balancein
the profit and loss account of the bank;

(ii) the amount of any loan taken from the Bank or from the
Exim Bank or from the Reconstruction Bank or from the
National Housing Bank or from the National Bank or
from the Small Industries Bank.

(iii) in the case of a State co-operative bank, also any loan
taken by such bank from a State Government or from
the National Co-operative Development Corporation
established under the National Co-operative
Development Corporation Act, 1962 and any deposit of
money with such bank representing the reserve fund or
any part thereof maintained with it by any co-operative
society within its area of operation;

(iv) inthecase of a State co-operative bank, which hasgranted
an advance against any balance maintained with it, such
balance to the extent of the amount outstanding in respect
of such advance;
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(v) inthecase of aRegiona Rural Bank, also any loan taken

by such bank from its Sponsor Bank;

(d) theaggregate of the"liabilities" of ascheduled bank whichisnot

a State co-operative bank, to:

(i) the State Bank;

(ii) asubsidiary bank asdefined in section 2 of the State Bank
of India (Subsidiary Banks) Act, 1959;

(iii) acorresponding new bank constituted by section 3 of the
Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970:

(iiia) acorresponding new bank constituted by section 3 of the
Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1980;

(iv) abanking company asdefined in clause (c) of section 5 of
the Banking Regulation Act, 1949;

(v) aco-operative bank; or

(vi) any other financia institution notified by the Central
Government in this behalf, shall be reduced by the
aggregate of the liabilities of al such banks and
institutions to the scheduled bank;

(e) the aggregate of the "liabilities’ of a scheduled bank whichisa

State co-operative bank, to:

(i) the State Bank;

(ii) asubsidiary bank asdefined in section 2 of the State Bank
of India (Subsidiary Banks) Act, 1959;

(iii) acorresponding new bank constituted by section 3 of the
Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970;

(iiig) acorresponding new bank constituted by section 3 of the
Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1980.

(iv) abanking company asdefined in clause (c) of section 5 of
the Banking Regulation Act, 1949; or

(v) any other financial institution notified by the Central
Government in this behalf, shall be reduced by the
aggregate of the liabilities of all such banks and
institutions to the State Co-operative bank.
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RESERVE BANK OF INDIA ACT, 1934

(1A) Notwithstanding anything contained in sub-section (1), the Bank may,
by notification in the Gazette of India, direct that every scheduled
bank shall, with effect from such date as may be specified in the
notification, maintain with the Bank, in addition to the baance
prescribed by or under sub-section (1), an additional average daily
bal ance the amount of which shall not be less than the rate specified
in the notification, such additional balance being calculated with
reference to the excess of the total of the demand and time liabilities
of the bank as shown in the return referred to in sub-section (2) over
the total of its demand and time liabilities at the close of business on
the date specified in the notification as shown by such return so
however, that the additional balance shall, in no case, be more than
such excess:

Provided that the Bank may, by a separate notification in the
Gazette of India, specify different dates in respect of a bank
subsequently, included in the Second Schedule.

(].AA) [****]

(1B) [****]

(1C) The Bank may, for the purposes of this section, specify from time to
time with reference to any transaction or class of transactions that
such transaction or transactions shall be regarded as liability in India
of a scheduled bank, and if any question arises as to whether any
transaction or class of transactions shall be regarded, for the purposes
of this section, asliability in India of a schedule bank, the decision of
the Bank thereon shall be final.

(2) Every scheduled bank shall send to the Bank a return signed by two
responsible officers of such bank showing -

(a8 the amount of its demand and time liabilities and the amount of
itsborrowingsfrom banksin Indiaclassifying theminto demand
and time liabilities,

(aa) [* * kK *]

(b) the total amount of legal tender notes and coins held by it in
India,

(c) thebalance held by it at the Bank in India,

(d) thebalancesheld by it at other banks in current account and the
money at call and short noticein India.,

(e) theinvestments(at book value) in Central and State Government
securities including treasury bills and treasury deposit receipts,

£ R 4L

(1A) 825 A ik 5 (D)2 AT > 7EF ¥ Lo dR
. foAd e B R
(1)I§%La%*ﬁ“ﬂ\ﬁ’ WE G TEH R
FEE L AP R ﬁ’]fdﬁﬁ§¢ﬁﬂﬁﬁ
’flf‘”lix’\/r'ﬁpi TH T ARG ARG R LT
Tl R 2 g o R £ Y 73{\?{
A REFRANEFQA DY FEEY 2
B R GHEEALAER N LT AMAG
F22_FRA o
N ERCERE i B ’E‘ -t o P Ee
LA A »

{\x
[N
&~
P
BT

F a
(1AA) (#1%) -
(1B)  (#1%) -
(1C) 5 »iFR T 0> & (7 @EF SRz -
B EF A E-FRRIEIARLZGRAAETEREP
ifﬁﬁmsﬁﬁﬁa%/zpukﬁﬁ RSl I SERL
T -
(2 *fEREFeAFY R Fd 208FF F 4
FREF P T5%H
@372 T FIARE > 2 BB REPN
wHBREFERZ £ (ALFEDE TG
%)

() (#1%) -

D) FEERENFF LU 24X 2 H
r*asn,n%? °

C)FZEEREPN AFHR 2 2 4% -

(d) 27720 H 8 47 2 LA 1R # 4p3F > 2 H b er
ggP\L?wﬁp \”raﬂp‘g\4% °

CEAE S AR 9= S T -
#‘t@]@}‘;[ﬂ@l?—r}\‘k%



RESERVE BANK OF INDIA ACT, 1934

(f) the amount of advancesin India,

(g) theinland bills purchased and discounted in India and foreign
bills purchased and discounted, at the close of business on each
aternate Friday, and every such return shall be sent not later
than seven days after the date to which it relates:

Provided that the Bank may, by notification in the Gazette of

India, delete or modify or add to any of the particulars

specified in the foregoing clauses:

Provided further that where such alternate Friday is a public

holiday under the Negotiable Instruments Act, 1881, for one

or more offices of a scheduled bank, the return shall give the
preceding working day's figures in respect of such office or
offices, but shall nevertheless be deemed to relate to that

Friday:

Provided also that where the Bank is satisfied that the

furnishing of a fortnightly return under this sub-section is

impracticable in the case of any scheduled bank by reason of
the geographical position of the bank and its branches, the

Bank may allow such bank:

(i) to furnish a provisional return for the fortnight within
the period aforesaid to be followed by a final return
not later than twenty days after the date to which it
relates, or

(ii) to furnish in lieu of a fortnightly return a monthly
return to be sent not later than twenty days after the
end of the month to which it relates giving the details
specified in this sub-section in respect of such bank at
the close of business for the month.

(2A) Where the last Friday of a month is not an aternate Friday for the
purpose of sub-section (2), every scheduled bank shall send to the
Bank, aspecial return giving the details specified in sub-section (2) as
at the close of business on such last Friday or where such last Friday
is a public holiday under the Negotiable Instruments Act, 1881 as at
the close of business on the preceding working day and such return
shall be sent not later than seven days after the dateto whichit relates.
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©)

(3A)

If the average daily balance held at the Bank by a scheduled bank
during any fortnight is below the minimum prescribed by or under
sub-section (1) or sub-section (1A), such Scheduled bank shall be
liable to pay to the Bank in respect of that fortnight penal interest at a
rate of three per cent, above the bank rate on the amount by which
such balance with the Bank falls short of the prescribed minimum,
and if during the next succeeding fortnight, such average daily
balance is still below the prescribed minimum the rates of penal
interest shall beincreased to arate of five per cent, abovethe bank rate
in respect of that fortnight and each subsequent fortnight during
which the default continues on the amount by which such balance at
the Bank falls short of the prescribed minimum.

When under the provisions of sub-section (3) penal interest at the
increased rate of five per cent, above the bank rate has become
payable by a scheduled bank, if thereafter the average daily balance
held at the Bank during the next succeeding fortnight isstill below the
prescribed minimum.

(a) every director, manager or secretary of the scheduled bank, who
is knowingly and wilfully a party to the default, shal be
punishable with fine which may extend to five hundred rupees
and with afurther fine which may extend to five hundred rupees
for each subsequent fortnight during which the default
continues, and

(b) the Bank may prohibit the scheduled bank from receiving after
the said fortnight any fresh deposit, and, if default is made by
the scheduled bank in complying with the prohibition referred to
in clause (b), every director and officer of the scheduled bank
who is knowingly and wilfully a party to such default or who
through negligence or otherwise contributes to such default
shall in respect of each such default be punishable with fine
which may extend to five hundred rupees and with afurther fine
which may extend to five hundred rupees for each day after the
first on which a deposit received in contravention of such
prohibition is retained by the scheduled bank.

Explanation: In this sub-section "officer" includes a manager,
secretary, branch manager, and branch secretary.
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(49) Any scheduled bank failing to comply with the provisions of
subsection (2) shall be liable to pay to the Bank a penalty of one
hundred rupees for each day during which the failure continues.

(5) (a) The penatiesimposed by sub-sections (3) and (4) shall be payable
within a period of fourteen days from the date on which a notice
issued by the Bank demanding the payment of the sameis served
on the scheduled bank, and in the event of a failure of the
scheduled bank to pay the same within such period, may belevied
by adirection of the principal civil court having jurisdiction in the
area where an office of the defaulting bank is situated, such
direction to be made only upon an application made in this behalf
to the court by the Bank;

(b) when the court makes a direction under clause (@), it shall issue a
certificate specifying the sum payable by the scheduled bank and
every such certificate shall be enforceable in the same manner as
if it were a decree made by the court in a suit;

(¢) notwithstanding anything contained in this section, if the Bank is
satisfied that the defaulting bank had sufficient causefor itsfailure
to comply with the provisions of sub-sections (1), (1A) or (2), it
may not demand the payment of the penal interest or the penalty,
as the case may be.

(6) The Bank shall, save as hereinafter provided, by notification in the
Gazette of India,

(8) direct the inclusion in the Second Schedule of any bank not
already so included which carries on the business of banking in
India and which:

(i) has apaid-up capital and reserves of an aggregate value
of not less than five lakhs of rupees, and

(i) satisfies the Bank that its affairs are not being conducted
in a manner detrimental to the interests of its depositors,
and

(iii) is a State co-operative bank or a company as defined in
section 3 of the Companies Act, 1956, or an institution
notified by the Central Government in this behalf or a
corporation or a company incorporated by or under any
law in force in any place outside India;
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RESERVE BANK OF INDIA ACT, 1934 B 4T

(b) direct the exclusion from that Schedule of any scheduled bank: (b) & u;}}; TR - 2 A 4LE S Y uf 2
(i) theaggregate value of whose paid-up capital and reserves

. : a5
becomes at any time less than five lakhs of rupees, or 4

(i) which is, in the opinion of the Bank after making an (i) FfFrgprBEF 228 Ee K35
inspection under section 35 of the Banking Regulation THEBW o
Act, 1949, conducting its affairs to the detriment of the . F o ﬂ - L e
interests of its depositors, or (i) » 70 11049 #4247 ¢ 1 | 35
(iii) which goes into liquidation or otherwise ceases to carry iE 7 ;; BT AGYE P74

on banking business: .
Provided that the Bank may, on application of the !

scheduled bank concerned and subject to such conditions, (i) ki BB iRk SRR AT E AR

if any, as it may impose, defer the making of a direction —_— Brad pgim s ¥ 2, A 50 Y A

under sub-clause (i) or sub-clause (ii) of clause (b) for = Bl B2 ﬁ‘l:\ - Pf} . : ° /F

such period as the Bank considers reasonable to give the Lgi2d A A AFH T AN ER
scheduled bank an o_pportunity of increasing the ﬁiﬁg€ VR H A KN BT H .?;z ,

aggregate value of its paid-up capital and reserves to not o I I N
less than five lakhs of rupees or, as the case may be, of A (D) F () 2w (i) 2R
removing the defects in the conduct of its affairs: wmH \% L oo

(c) alter the description in that Schedule whenever any scheduled

bank changes its name. (OF SAGETEE SN SN T L

Explanation:  Inthis sub-section the expression "value' means A i TR E, 0 TR :}F LEF T ER
thereal or exchangeable value and not the nominal value which : , b s “ & .
may be shown in the books of the bank concerned; and if any #if o 2z ?% Ap B ST R & 2 Wk o l%‘
dispute arises in computing the aggregate value of the paid-up BT EREFRTANER £RuFY
capital and reserves of a bank, a determination thereof by the LHE s A AT R Rsand o
Bank shall be final for the purposes of this sub-section. ¥
(6A) In considering whether a State co-operative bank or a regional rural (BA) *t3na M2 EFRARFA®TREHAFTILEZ >
bank should be included in or excluded from the Second Schedule, it "‘T LREEF AT RERRLF N E 2B
shall be competent for the Bank to act on a certificate from the = ”
National Bank on the question whether or not a State co-operative TR L EuRET K ?‘ IR R £ T E
bank or a regional rura bank, as the case may be, satisfies the I E , Himd ¥4 545 7F ¢
reguirements as to paid-up capital and reserves or whether its affairs TiE BRI ? # i F :}E (i
are not being conducted in amanner detrimental to the interests of its FAFIE 2
depositors. _ _ N (7) +{7FARERY riq, s AN A AT 2 D IR IR A
(7) TheBank may, for such period and subject to such conditions as may o E o _ R o .
be specified, grant to any scheduled bank such exemptions from the T S BT AE R 2INANA L
provisions of this section asit thinksfit with referenceto all or any of 3 % pE ;#? 4 411730 - Lf'F B2 LR
its offices or with reference to the whole or any part of its assets and
liabilities. 2T o B ARG
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43. Publication of consolidated statement by the Bank.

The Bank shall cause to be published each fortnight a consolidated statement
showing the aggregate liabilities and assets of all the scheduled banks together,
based on the returns and information received under this Act or any other law
for the time being in force.

43A. Protection of action taken in good faith.

(1) Nosuit or other legal proceeding shall lie against the Bank or any of its
officersfor anything which isin good faith done or intended to be done
in pursuance of section 42 or section 43 or in pursuance of the
provisions of Chapter I11A.

(2) Nosuit or other legal proceeding shall lie against the Bank or any of its
officersfor any damage caused or likely to be caused by anything which
isin good faith done or intended to be done in pursuance of section 42
or section 43 or in pursuance of the provisions of Chapter I11A.

44. Power to require returns from co-operative banks.

[Rep. by the Banking Laws (Application to Co-operative Societies) Act, 1965 (23 of
1965), 5. 7 (w.e.f. 1-3-1966).]

45. Appointment of Agents.

(1) Unlessotherwise directed by the Central Government with referenceto
any place, the Bank may, having regard to public interest, convenience
of banking, banking development and such other factors which in its
opinion are relevant in this regard, appoint the National Bank, or the
State Bank or a corresponding new bank constituted under section 3 of
the Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1970, or a corresponding new bank constituted under section 3 of
the Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1980, or any subsidiary bank as defined in the State Bank of India
(Subsidiary Banks) Act, 1959, asits agent at all places, or at any place
in Indiafor such purposes as the Bank may specify.

(2) When any bank is appointed by the Bank as its agent under subsection
(1) to receive on behalf of the Bank any payment required to be made
into the Bank, or any bill, hundies or other securities required to be
delivered into the Bank, under any law or rule, regulations or other
instructions having the force of law, the same may be paid or delivered
into the bank so appointed as the agent of the Bank.
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CHAPTER I1A B3AEEAERZAERRM
COLLECTION AND FURNISHING OF CREDIT
INFORMATION
% ASA 5 R &
?S?h.'Déf;nittions. i ot b . /%71\,, ;f B TR LEA AT T E AT
n this Chapter, unless the context otherwise requires, r , C g T P BT
(a) "banking company” means a banking company as defined in section 5 @ ) '/{ﬁﬁ IR i :!'949 + _fl ﬁ? Bz x /5
of the Banking Regulation Act, 1949, and includes the State Bank of ETR AL AR 0 e 24 > 11959 &
India, any subsidiary bank as defined in the State Bank of India BERMEZARE (RBERF) 2 AR ZHEAER
(Subsidiary Banks) Act, 1959, any corresponding new bank constituted =T EhEpo D (& YR 1
by section 3 of the Banking Companies (Acquisition and Transfer of S 1?70 ’%ﬁf F CESRRE 2R
Undertakings) Act, 1970, and any other financial institution notified by 3 iEATR = TELT o YR P R T
the Central Government in this behalf; Hiu £ ﬁﬁﬁ&f# o
(b) "borr_owef" means any .person to whom any cre@t limit has been (b) M 5 4 | ?'_} AR AT B AR 2
sanctioned by any banking company, whether availed of or not, and e e B o o e .
includes: Lo R ?Z%F{&K? - g’v R
(i) inthe case of acompany or corporation, its subsidiaries; () #3%52=d é—’f—' "r}%%}ﬁ#
(i) inthe case of aHindu Undivided Family, any member thereof (i) ¥ % 5 & B+ FoE g’ FRAELE 2 L
or any firm in which such member is a partner; FHE spiongo
(iii) in the case of afirm, any partner thereof of any other firmin fﬂ; “g ‘; . s o A s ,
which such partner is a partner; and (iR =75 SHEEPL P EFTEP LTS
(iv) inthe case of anindividual, any firminwhich such individual EP A2 HB P o
'S a partner; (ES TR R S R

(c) "credit information” means any information relating to - Fos g 2o e .
. Z B2 e 43T 720 F2 .
(i) the amounts and the nature of loans or advances and other © & FoE | #F W ]'J; P ™
. T . *_,_ e L T Y O S
credit facilities granted by a banking company to any () &R RS EHTRL L P Rl

borrower or class of borrowers; BH BT B R B o
(i) the nature of secqrity taken from any bqrrower or class of (ii) fﬁﬁ SR FEBEEEARLEESAZY A
borrowers for credit facilities granted to him or to such class; s T
(iii) the guarantee furnished by a banking company for any of its L Temree
customers or any class of its customers; (g H{HEEL AL "RELFE-
(iv) the means, antecedents, history of financial transactions and (iv) 288 b > 38~ L5t v % 4k
” the cr?rjlltvyofrthm;fsof ar;]y l;o[rr]ow;r okr class of bo.LrOV\ierst;) EEEAN LGRS LT RRE
v) any other information which the Bank may consider to be v o ie ”
. : : H WEBERTEFRAR AT 5T M
relevant for the more orderly regulation of credit or credit (v) i & f5e 5 246 FRAREIE LT oG B
policy. 2 H ?;m o
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45B. Power of Bank to collect credit information.
The Bank may:
(a) coallect, in such manner as it may think fit, credit information from
banking companies; and
(b) furnish such information to any banking company in accordance withthe
provisions of section 45D.

45C. Power to call for returns containing credit information.

(1) For the purpose of enabling the Bank to discharge its functions under
this Chapter, it may at any time direct any banking company to submit
to it such statements relating to such credit information and in such
form and within such time as may be specified by the Bank from time
to time.

(2) A banking company shall, notwithstanding anything to the contrary
contained in any law for the time being in force or in any instrument
regulating the constitution thereof or in any agreement executed by it,
relating to the secrecy of its dealings with its constituents, be bound to
comply with any direction issued under sub-section (1).

45D. Procedure for furnishing credit information to banking companies.

(1) A banking company may, in connection with any financial arrangement
entered into or proposed to be entered into by it, with any person, make
an application to the Bank in such form as the Bank may specify
requesting it to furnish the applicant with such credit information as
may be specified in the application.

(2) On receipt of an application under sub-section (1), the Bank shall, as
soon as may be, furnish the applicant with such credit information
relating to the matters specified in the application, as may be in its
possession:

Provided that the information so furnished shall not disclose the names
of the banking companieswhich have submitted such informationto the
Bank.

(3) The Bank may in respect of each application levy such fees, not
exceeding twenty-five rupees, as it may deem fit for furnishing credit
information.

45E. Disclosure of information prohibited.

(1) Any credit information contained in any statement submitted by a
banking company under section 45C or furnished by the Bank to any
banking company under section 45D, shall be treated as confidential
and shall not, except for the purposes of this Chapter, be published or
otherwise disclosed.
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(2) Nothing in this section shall apply to:

(@) the disclosure by any banking company, with the previous
permission of the Bank, of any information furnished to the Bank
under section 45.

(b) the publication by the Bank, if it considers necessary in the public
interest so to do, of any information collected by it under section
45C, in such consolidated form as it may think fit without
disclosing the name of any banking company or its borrowers:

(c) the disclosure or publication by the banking company or by the
Bank of any credit information to any other banking company or
in accordance with the practice and usage customary among
bankers or as permitted or required under any other law:

Provided that any credit information received by a banking
company under this clause shall not be published except in
accordance with the practice and usage customary among
bankers or as permitted or required under any other law.

(d) the disclosures of any credit information under the Credit
Information Companies (Regulation) Act, 2005 (30 of 2005).

(3) Notwithstanding anything contained in any law for the time being in
force, no court, tribunal or other authority shall compel the Bank or any
banking company to produce or to give inspection of any statement
submitted by that banking company under section 45C or to disclose
any credit information furnished by the Bank to that banking company
under section 45D.

45F. Certain claims for compensation barred.

No person shall have any right, whether in contract or otherwise, to any
compensation for any loss incurred by reason of the operation of any of the
provisions of this Chapter.

45G. Penalties.
[Rep. by the Reserve Bank of India (Amendment) Act, 1974 (51 of 1974), 5. 15.]
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CHAPTERIIB
PROVISIONSRELATING TO NON-BANKING INSTITUTIONS
RECEIVING DEPOSITSAND FINANCIAL INSTITUTIONS

45H. Chapter ITIB not to apply in certain cases.
The provisions of this Chapter shall not apply to the State Bank or a banking
company as defined in section 5 of the Banking Regulation Act, 1949 or a
corresponding new bank as defined in clause (da) of section 5 of that Act or a
subsidiary bank as defined in the State Bank of India (Subsidiary Banks) Act,
1959 or aRegional Rural Bank or a co-operative bank or aprimary agricultural
credit society or aprimary credit society:
Provided that for the purposes of this Chapter, the Tamil Nadu Industrial
Investment Corporation Limited shall not be deemed to be a banking
company.

451, Definitions.

In this Chapter, unless the context otherwise requires:

(@ "businessof anon-banking financial institution" means carrying on of
the business of a financial institution referred to in clause (c) and
includes business of a non-banking financial company referred to in
clause (f);

"company" means acompany as defined in section 3 of the Companies

Act, 1956 and includes a foreign company within the meaning of

section 591 of that Act:

(b) "corporation” means a corporation incorporated by an Act of any
legidlature;

(bb) "deposit" includes and shall be deemed always to have included any
receipt of money by way of deposit or loan or in any other form, but
does not include:

(i) amounts raised by way of share capital;

(i) amounts contributed as capital by partners of afirm;

(iii) amounts received from a scheduled bank or a co-operative
bank or any other banking company as defined in clause (c) of
section 5 of the Banking Regulation Act, 1949;

(iv) any amount received from,

(a) [*****]
(b) a State Financia Corporation,

(28)
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(c) any financial institution specified in or under section 6A of the
Industrial Development Bank of India Act, 1964, or

(d) any other institution that may be specified by the Bank in this
behalf:

(v) amounts received in the ordinary course of business, by way
of -

(a) security deposit,

(b) dealership deposit,

(c) earnest money,

(d) advance against orders for goods, properties or services,

(vi) any amount received from an individual or a firm or an
association of individuals not being a body corporate,
registered under any enactment relating to money lending
which isfor the time being in force in any State; and

(vii) any amount received by way of subscriptions in respect of a
chit.

Explanation I: "Chit" hasthe meaning assigned to it in clause

(b) of section 2 of the Chit Funds Act, 1982 (40 of 1982).

Explanation I1: Any credit given by aseller to abuyer on the

sale of any property (whether movable or immovable) shall

not be deemed to be deposit for the purposes of this clause;

(o) "financial ingtitution” means any non-banking institution which

carries on as its business or part of its business any of the following
activities, namely:

(i) thefinancing, whether by way of making loans or advances or
otherwise, of any activity other than its own:

(ii) the acquisition of shares, stock, bonds, debentures or securities
issued by a Government or local authority or other marketable
securities of alike nature:

(iii) letting or delivering of any goods to a hirer under a hire-
purchase agreement as defined in clause (c) of section 2 of the
Hire-Purchase Act, 1972:

(iv) the carrying on of any class of insurance business,

(v) managing, conducting or supervising, as foreman, agent or in
any other capacity, of chits or kuries as defined in any law
which is for the time being in force in any State, or any
business, which is similar thereto;
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(vi) collecting, for any purpose or under any scheme or (vi) PR ST EATFIH B H
arranggment by whatever ngmgcalled, mom%mlympsum or ;52 LR BT AE AL HEER AR A
otherwise, by way of subscriptions or by sale of units, or other Wlos 4 & A s oy e
instruments or in any other manner and awarding prizes or TR AR EEANA
gifts, whether in cash or kind, or disbursing monies in any LAV CERALET E R
other way, to persons from whom monies are collected or to CRETER
any other person, but does not include any institution, which .

y person, bt . y (@) = 58 o
carries on asits principal business,
() agricultural operations; or (b) p# (7 Bagsreeh) 2 § ¢ & RA%
(ag) industria activity; or L

(b) the purchase or sale of any goods (other than securities) or the
providing of any services; or

() # A% § ~ B > ¥ Fidfpicr B2tk

(c) the purchase, construction or sale of immovable property, so AR AT ENMTRZAFAT G~ B2
however, that no portion of the income of the ingtitution is ﬁgﬁ ? o

derived from the financing of purchases, constructions or

AL Y . U ,:\1 2 y i 457 |— ’_w—‘:
sales of immovable property by other persons; JER— L AR o T T L R

Explanation: For the purposes of this clause, "industrial Bo ) thdp 11964 & 1 E B RE
acti_\_/_ity" means any activityspe_cifiedinsub—clausas(i)_to 2555 3)r 2% (xviii)F #rE
(xviii) of clause (c) of section 2 of the Industrial e
Development Bank of IndiaAct, 1964; SRl A
(d) "firm" meansafirm as defined in the Indian Partnership Act, 1932 ; d "epp o @i iedg 19328 2P T £
(e) "non-banking ingtitution” means a company, corporation or T LR
cooperative society. - <o L NETA
L pe) o= . 22 EEA = . ro4s c =
(f)  "non-banking financial company" means: (€) ' #&ﬁi SR #F SE Ry R d g
(i) afinancia institution which is a company; T4k o
(i) an.on-ba.unk?ng insti_tution which i.s.acompany, ef\nd which has R i 2 74 ﬁ
as its principal business the receiving of deposits, under any . NERR ~
scheme or arrangement or in any other manner, or lending in () ~Fexs & ﬁﬂ:ﬁﬁ’f# °
any manner; (i) =~ ez 287484 - B R Eiraiza
(iii) such other non-banking institution or class of such institutions, ot Ny BN fﬁk o
as the Bank may, with the previous approval of the Central . 1
e . i) A7 L2 £ AFF 0 e
Government and by notification in the Official Gazette, (i) 5 ” T ¥ AT ) ¥ #F
specify; T2 B T A R s AR A 2 8 -
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45IA. Requirement of registration and net owned fund.

@

@)

©)

4

Notwithstanding anything contained in this Chapter or in any other law
for the time being in force, no non-banking financial company shall
commence or carry on the business of a non-banking financial
institution without:
(a) obtaining a certificate of registration issued under this Chapter;
and
(b) having the net owned fund of twenty-five lakh rupees or such
other amount, not exceeding two hundred lakh rupees, asthe Bank
may, by notification in the Official Gazette, specify.
Every non-banking financial company shall make an application for
registration to the Bank in such form as the Bank may specify:
Provided that a non-banking financial company in existence on the
commencement of the Reserve Bank of India (Amendment) Act, 1997
shall make an application for registration to the Bank before the expiry
of six months from such commencement and notwithstanding anything
contained in sub-section (1) may continue to carry on the business of a
non-banking financia institution until a certificate of registration is
issued to it or rejection of application for registration is communicated
toit.
Notwithstanding anything contained in sub-section (1), a non-banking
financial company in existence on the commencement of the Reserve
Bank of India (Amendment) Act, 1997 and having a net owned fund of
less than twenty-five lakh rupees may, for the purpose of enabling such
company to fulfil the requirement of the net owned fund, continue to
carry on the business of a non-banking financial institution -
(i) for aperiod of three years from such commencement; or
(ii) for such further period as the Bank may, after recording the
reasons in writing for so doing, extend, subject to the
condition that such company shall, within three months of
fulfilling the requirement of the net owned fund, inform the
Bank about such fulfilment:
Provided that the period allowed to continue business under
this subsection shall in no case exceed six years in the
aggregate.
The Bank may, for the purpose of considering the application for
registration, require to be satisfied by an inspection of the books of the
non-banking financial company or otherwise that the following
conditions are fulfilled:
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(@) that the non-banking financial company is or shall bein aposition

to pay its present or future depositors in full as and when their
claims accrue;

(b) that the affairs of the non-banking financial company are not being

or are not likely to be conducted in a manner detrimental to the
interest of its present or future depositors;

(c) that the general character of the management or the proposed

(d)

management of the non-banking financial company shall not be
prejudicia to the public interest or the interest of its depositors;
that the non-banking financial company has adequate capital
structure and earning prospects,

(e) that the publicinterest shall be served by the grant of certificate of

registration to the non-banking financial company to commence
or to carry on the businessin Indig;

(f) that the grant of certificate of registration shall not be prejudicial

to the operation and consolidation of the financial sector
consistent with monetary stability, economic growth and
considering such other relevant factors which the Bank may, by
notification in the Official Gazette, specify; and

(g) any other condition, fulfilment of which in the opinion of the

Bank, shall be necessary to ensure that the commencement of or
carrying on of the business in India by a non-banking financial
company shall not be prejudicial to the public interest or in the
interest of the depositors.

(5) TheBank may, after being satisfied that the conditions specified in sub-
section (4) arefulfilled, grant a certificate of registration subject to such
conditions which it may consider fit to impose.

(6) The Bank may cancel a certificate of registration granted to a non-
banking financial company under this section if such company -

(i) ceases to carry on the business of a non-banking financial

institution in India; or

(ii) has failed to comply with any condition subject to which the

certificate of registration had been issued to it; or

(iii) at any time fails to fulfil any of the conditions referred to in

clauses (a) to (g) of sub-section (4); or

(iv) fails:
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() to comply with any direction issued by the Bank under the @ ﬁ TRAFERAFTHREATI T ;}; L
provisions of this chapter; or b XA ey Y

(b) to maintain accounts in accordance with the requirements of (b) %2 (FiRAFATTRTLE ? =z
any law or any direction or order issued by the Bank under the e F2 o
provisions of this Chapter; or R

(c) to submit or offer for inspection its books of account and other (€ * A FRAIFE L5 > Z 2 ARG
relevant documents when so demanded by an inspecting TALE A B2 AR o
authority of the Bank; or

(v) has been prohibited from accepting deposit by an order made (V) *FEAFRLTHE RS B HA0

by the Bank under the provisions of this Chapter and such e R AR R TR I B

order has been in force for a period of not less than three oo _ s e .

months: St LS R (DI L S N
Provided that before cancelling a certificate of registration e 7% (i ||) B L - e F » AN (T A

on the ground that the non-banking financial company has . o
failed to comply with the provisions of clause (ii) or has ERa fi*f BRH AP B #Fz‘
failed to fulfil any of the conditions referred to in clause (iii) SExHIE FEAAEZEEF £ ﬁ;& 7 E
the Bank, unless it is of the opinion that the delay in
cancelling the certificate of registration shall be prejudicial
to public interest or the interest of the depositors or the non- RO | I ol N S VA ;‘HF— oo AR AT R
banking financial company, shall give an opportunity to such

company on such terms as the Bank may specify for taking
necessary steps to comply with such provision or fulfillment AT A 2 4 ﬁf; NP Few oo B
of such condition;

??P A FEEA T e 0 T

Ry (7O o

Provided further that before making any order of AT TMELLZBE -
cancellation of certificate of registration, such company shall (7) FI & (785w zop 2@ F%_ s A KA e B e R S
be given a reasonable opportunity of being heard. o ‘

(7) A company aggrieved by the order of rejection of application for Fj 2 AR5 & ﬁ‘& Fo AR S W e el
registration or cancellation of certificate of registration may prefer an WaviEidz P 4230F PN 0w P A ﬁf‘]‘ﬁfk"ﬂff
appeal, within aperiod of thirty daysfrom the date on which such order
of rejection or cancellation is communicated to it, to the Central ¢k ﬂ}ffl‘dﬁf’??ﬁﬁi Pk SR A EE AR F
Government and the decision of the Centra Government where an ;osbm o wmir D 2hEE X , B B tiph o 4
appeal has been preferred toit, or of the Bank where no appeal has been LA R AR f PR AR
preferred, shall be final: ARG FRE 2B w2 20 0 RS TTRE A

Provided that before making any order of rejection of appeal, such WR e o
company shall be given areasonable opportunity of being heard.
Explanation: For the purposes of this section, JRR—A AL R P
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() "net owned fund" means:

(a) the aggregate of the paid-up equity capital and free reserves as
disclosed in the latest balance-sheet of the company after
deducting therefrom:

(i) accumulated balance of loss;
(ii) deferred revenue expenditure; and
(iii) other intangible assets; and
(b) further reduced by the amounts representing:
(1) investments of such company in shares of:
(i) itssubsidiaries;
(ii) companiesin the same group;
(iii) all other non-banking financial companies; and
(2) the book value of debentures, bonds, outstanding loans and
advances (including hire-purchase and |ease finance) made
to, and deposits with,
(i) subsidiaries of such company; and
(ii) companiesin the same group,
to the extent such amount exceeds ten per cent of (a)
above.
(1) "subsidiaries’ and "companies in the same group” shall have the
same meanings assigned to them in the Companies Act, 1956.

451IB. Maintenance of percentage of assets.

(1) Every non-banking financial company shall invest and continue to
invest in Indiain unencumbered approved securities, valued at a price
not exceeding the current market price of such securities, an amount
which, at the close of business on any day, shall not belessthan five per
cent, or such higher percentage not exceeding twenty-five per cent, as
the Bank may, from time to time and by notification in the Official
Gazette, specify, of the deposits outstanding at the close of business on
the last working day of the second preceding quarter:

Provided that the Bank may specify different percentages of investment
in respect of different classes of non-banking financial companies.

(2) For the purpose of ensuring compliance with the provisions of this
section, the Bank may require every non-banking financial company to
furnish areturn to it in such form, in such manner and for such period
as may be specified by the Bank.
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(3) If theamount invested by anon-banking financial company at the close

of business on any day falls below the rate specified under subsection
(1), such company shall be liable to pay to the Bank, in respect of such
shortfall, apenal interest at arate of three per cent per annum above the
bank rate on such amount by which the amount actually invested falls
short of the specified percentage, and where the shortfall continuesin
the subsequent quarters, the rate of penal interest shall be five per cent
per annum above the bank rate on such shortfall for each subsequent
quarter.

(4) (a) The penal interest payable under sub-section (3) shall be payable

©)

within a period of fourteen days from the date on which a notice
issued by the Bank demanding payment of the sameis served onthe
non-banking financial company and, in the event of afailure of the
non-banking financial company to pay the same within such period,
penalty may be levied by a direction of the principal civil court
having jurisdiction in the areawhere an office of the defaulting non-
banking financial company is situated and such direction shall be
made only upon an application made in this behalf to the court by
the Bank; and
(b) When the court makes a direction under clause (a), it shall issue a
certificate specifying the sum payabl e by the non-banking financial
company and every such certificate shall be enforceable in the same
manner asif it were a decree made by the court in a suit.
Notwithstanding anything contained in this section, if the Bank is
satisfied that the defaulting non-banking financial company had
sufficient cause for its failure to comply with the provisions of sub-
section (1), it may not demand the payment of the penal interest.
Explanation: For the purposes of this section,

(i) "approved securities® means securities of any State
Government or of the Central Government and such bonds,
both the principal whereof and theinterest whereon shall have
been fully and unconditionally guaranteed by any such
Government;

(i) "unencumbered approved securities’ includes the approved
securities lodged by the non-banking financial company with
another institution for an advance or any other arrangement to
the extent to which such securities have not been drawn
against or availed of or encumbered in any manner;

(i) "quarter" means the period of three months ending on the last
day of March, June, September or December.
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45IC. Reserve fund.

(1) Every non-banking financial company shall create a reserve fund and
transfer therein asum not less than twenty per cent of its net profit every
year as disclosed in the profit and loss account and before any dividend
is declared.

(2) No appropriation of any sum from the reserve fund shall be made by the
non-banking financial company except for the purpose as may be
specified by the Bank from time to time and every such appropriation
shall be reported to the Bank within twenty-one days from the date of
such withdrawal:

Provided that the Bank may, in any particular case and for sufficient
cause being shown, extend the period of twenty-one days by such
further period as it thinks fit or condone any delay in making such
report.

(3) Notwithstanding anything contained in sub-section (1), the Central
Government may, on the recommendation of the Bank and having
regard to the adequacy of the paid-up capital and reserves of a non-
banking financial company in relation to its deposit liabilities, declare
by order in writing that the provisions of sub-section (1) shall not be
applicable to the non-banking financial company for such period as
may be specified in the order:

Provided that no such order shall be made unless the amount in the
reserve fund under sub-section (1) together with the amount in the
share premium account is not less than the paid-up capital of the
non-banking financial company.

45]. Bank to regulate or prohibit issue of prospectus or advertisement soliciting
deposits of money.

The Bank may, if it considers necessary in the public interest so to do, by

general or specia order,

(a) regulate or prohibit the issue by any non-banking institution of any
prospectus or advertisement soliciting deposits of money from the
public; and

(b) specify the conditions subject to which any such prospectus or
advertisement, if not prohibited, may be issued.
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45JA. Power of Bank to determine policy and issue directions.

(1) If the Bank is satisfied that, in the public interest or to regulate the
financial system of the country to its advantage or to prevent the affairs
of any non-banking financial company being conducted in a manner
detrimental to theinterest of the depositors or in amanner prejudicial to
the interest of the non-banking financial company, it is necessary or
expedient so to do, it may determine the policy and give directions to
al or any of the non-banking financial companies relating to income
recognition, accounting standards, making of proper provision for bad
and doubtful debts, capital adequacy based on risk weights for assets
and credit conversion factors for off-balance-sheet items and also
relating to deployment of funds by a non-banking financial company or
a class of non-banking financial companies or non-banking financial
companies generally, as the case may be, and such non-banking
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(2) Without prejudice to the generality of the powers vested under sub- = '\ E4) EANEES " LRl 'ﬂfj’

section (1), the Bank may give directions to non-banking financial Efp e F TR N 2R 4} ﬁﬁ SRS T A2

companies generally or to a class of non-banking financial companies
or to any non-banking financial company in particular asto -
(@) thepurpose for which advances, or other fund based or non-fund-
based accommodation may not be made; and

4?7-%‘1
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(b) the maximum amount of advances or other financial (b) $H>vizfm 4~ w2 @ & R8P 5 il
accommodation or investment in shares and other securities FToémads gy s hgrig: o
which, having regard to the paid-up capital, reserves and deposits > 19 57 5 - b E g 2ol N
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company to any person or acompany or to agroup of companies.

45K. Power of Bank to collect information from non-banking institutions as to o, - 1 s b =
deposits and to give directions. F 45Kk RTRIEBRITRERELRERRL T TZHES

(1) The Bank may at any time direct that every non-banking institution (1) ~ 7 @A 7 2247 1‘3‘“#1@5 RBA TR 2 -
shall furnish to the Bank, in such form, at such intervalsand within such AR SEL s RTINS EFERF R A
time, such statements, information or particulars relating to or = ¢a 25 2 4 s pong ;o=
connected with deposits received by the non-banking institution, as N ﬁﬁ: HAALE PR A ML ST
may be specified by the Bank by general or special order. LA e e
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(2) Without prejudice to the generality of the power vested in the Bank
under sub-section (1), the statements, information or particulars to be
furnished under sub-section (1) may relateto all or any of thefollowing
matters, namely, the amount of the deposits, the purposes and periods
for which, and the rates of interest and other terms and conditions on
which, they are received.

(3) The Bank may, if it considers necessary in the public interest so to do,
give directions to non-banking ingtitutions either generally or to any
non-banking ingtitution or group of non-banking institutions in
particular, in respect of any matters relating to or connected with the
receipt of deposits, including the rates of interest payable on such
deposits, and the periods for which deposits may be received.

(4) If any non-banking institution fails to comply with any direction given
by the Bank under sub-section (3), the Bank may prohibit the
acceptance of deposits by that non-banking institution.

(5) [* * % % *]

(6) Every non-banking institution receiving deposits shall, if so required by
the Bank and within such time asthe Bank may specify, cause to be sent
at the cost of the non-banking ingtitution a copy of its annual balance
sheet and profit and loss account or other annual accounts to every
person from whom the non-banking institution holds, as on the last day
of the year to which the accounts relate, deposits higher than such sum
as may be specified by the Bank.

45L. Power of Bank to call for information from financial institutions and to

give directions.

(1) If the Bank issatisfied that for the purpose of enabling it to regulate the
credit system of the country to its advantage it is necessary so to do; it
may':

(a) require financia institutions either generally or any group of
financial ingtitutions or financia institution in particular, to
furnish to the Bank in such form, at such intervals and within such
time, such statements, information or particulars relating to the
business of such financial institutions or institution, as may be
specified by the Bank by general or specia order.

(b) giveto suchinstitutions either generally or to any such institution
in particular, directionsrelating to the conduct of business by them
or by it asfinancial institutions or institution.
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(2) Without prejudice to the generality of the power vested in the Bank
under clause (a) of sub-section (1), the statements, information or
particulars to be furnished by afinancial institution may relateto al or
any of the following matters, namely, the paid-up capital, reserves or
other liabilities, the investments whether in Government securities or
otherwise, the persons to whom, and the purposes and periods for
which, finance is provided and the terms and conditions, including the
rates of interest, on which it is provided.

(3) Inissuing directionsto any financial institution under clause (b) of sub-
section (1), the Bank shall have due regard to the conditions in which,
and the objects for which, the institution has been established, its
statutory responsibilities, if any, and the effect the business of such
financial ingtitution islikely to have on trendsin the money and capital
markets.

45M. Duty of non-banking institutions to furnish statements, etc., required by
Bank.

It shall be the duty of every non-banking institution to furnish the statements,

information or particulars called for, and to comply with any direction given to

it, under the provisions of this Chapter.

45MA. Powers and duties of auditors.

(1) It shall bethe duty of an auditor of a non-banking institution to inquire
whether or not the non-banking institution has furnished to the Bank
such statements, information or particularsrelating to or connected with
deposits received by it, as are required to be furnished under this
Chapter, and the auditor shall, except where he is satisfied on such
inquiry that the non-banking institution has furnished such statements,
information or particulars, make a report to the Bank giving the
aggregate amount of such deposits held by the non-banking institution;

(1A) The Bank may, on being satisfied that it is necessary so to do, in the
public interest or in the interest of the depositors or for the purpose of
proper assessment of the books of account, issue directionsto any non-
banking financial company or any class of non-banking financial
companies or non-banking financial companies generally or to the
auditors of such non-banking financial company or companies relating
to balance-sheet, profit and loss account, disclosure of liabilitiesin the
books of account or any matter relating thereto;

(2) Where, in the case of anon-banking financial company the auditor has
made, or intends to make, areport to the Bank under sub-section (1), he
shall include in his report under sub-section (2) of section 227 of the
Companies Act, 1956, the contents of the report which he has made, or
intends to make to the Bank.
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(3) Where the Bank is of the opinion that it is necessary so to do in the
public interest or in the interest of the non-banking financial company
or in theinterest of the depositors of such company, it may at any time
by order direct that a special audit of the accounts of the non-banking
financial company in relation to any such transaction or class of
transactions or for such period or periods, as may be specified in the
order, shall be conducted and the Bank may appoint an auditor or
auditors to conduct such special audit and direct the auditor or the
auditors to submit the report to it.

(4) The remuneration of the auditors as may be fixed by the Bank, having
regard to the nature and volume of work involved in the audit and the
expenses of or incidental to the audit, shall be borne by the non-banking
financial company so audited.

45MB. Power of Bank to prohibit acceptance of deposit and alienation of
assets.

(1 If any non-banking financial company violates the provisions of any
section or failsto comply with any direction or order given by the Bank
under any of the provisions of this Chapter, the Bank may prohibit the
non-banking financial company from accepting any deposit.

(2) Notwithstanding anything to the contrary contained in any agreement
or instrument or any law for the time being in force, the Bank, on being
satisfied that it is necessary so to do in the public interest or in the
interest of the depositors, may direct, the non-banking financial
company against which an order prohibiting from accepting deposit has
been issued, not to sell, transfer, create charge or mortgage or deal in
any manner with its property and assets without prior written
permission of the Bank for such period not exceeding six months from
the date of the order.

45MC. Power of Bank to file winding up petition.
(1) TheBank, on being satisfied that a non-banking financial company,

(@) isunableto pay its debt; or

(b) has by virtue of the provisons of section 45lA become
disqualified to carry on the business of a non-banking financial
institution; or

(c) has been prohibited by the Bank from receiving deposit by an
order and such order has been in force for a period of not less than
three months; or
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(d) the continuance of the non-banking financia company is
detrimental to the public interest or to the interest of the depositors
of the company, may file an application for winding up of such
non-banking financial company under the Companies Act, 1956.

(2) A non-banking financial company shall be deemed to be unable to pay
its debt if it has refused or has failed to meet within five working days
any lawful demand made at any of its offices or branches and the Bank
certifies in writing that such company is unable to pay its debt.

(3) A copy of every application made by the Bank under sub-section (1)
shall be sent to the Registrar of Companies.

(4) All the provisions of the Companies Act, 1956 relating to winding up
of a company shall apply to a winding up proceeding initiated on the
application made by the Bank under this provision.

45N. Inspection.

(1) The Bank may, at any time, cause an inspection to be made by one or
more of its officers or employees or other persons (hereafter in this
section referred to as the inspecting authority)-

(i) of any non-banking institution, including a financial
institution, for the purpose of verifying the correctness or
completeness of any statement, information or particulars
furnished to the Bank or for the purpose of obtaining any
information or particulars which the non-banking institution
has failed to furnish on being called upon to do so; or

(ii) of any non-banking institution being a financia institution, if
the Bank considers it necessary or expedient to inspect that
institution.

(2) It shall be the duty of every director or member of any committee or
other body for the time being vested with the management of the affairs
of the non-banking institution or other officer or employee thereof to
produce to the inspecting authority all such books, accounts and other
documents in his custody or power and to furnish that authority with
any statements and information relating to the business of theinstitution
as that authority may reguire of him, within such time as may be
specified by that authority.

(3) Theinspecting authority may examine on oath any director or member
of any committee or body for the time being vested with the
management of the affairs of the non-banking institution or other officer
or employee thereof, in relation to its business and may administer an
oath accordingly.
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45NA. Deposits not to be solicited by unauthorised person.

No person shall solicit on behalf of any non-banking institution either by
publishing or causing to be published any prospectus or advertisement or in
any other manner deposits of money from the public unless-

(a) he has been authorised in writing by the said non-banking institution to
do so and specifies the name of the institution which has so authorised
him, and

(b) the prospectus or advertisement complies with any order made by the
Bank under section 45J and with any other provision of law for thetime
being in force, applicable to the publication of such prospectus or
advertisement.

45NB. Disclosure of information.
(1) Any information relating to a non-banking financial company, -
(i) contained in any statement or return submitted by such
company under the provisions of this Chapter; or
(ii) obtained through audit or inspection or otherwise by the Bank,
shall be treated as confidential and shall not, except otherwise
provided in this section, be disclosed.
(2) Nothing in this section shall apply to-

(a) the disclosure by any non-banking financial company, with the
previous permission of the Bank, of any information furnished to
the Bank under sub-section (1);

(b) the publication by the Bank, if it considers necessary in the public
interest so to do, of any information collected by it under sub-
section (1) in such consolidated form as it may think fit without
disclosing the name of any non-banking financial company or its
borrowers;

(c) the disclosure or publication by the non-banking financial
company or by the Bank of any such information to any other non-
banking financial company or in accordance with the practice and
usage customary amongst such companies or as permitted or
required under any other law:

Provided that any such information received by a non-banking
financial company under this clause shall not be published
except in accordance with the practice and usage customary
amongst companies or as permitted or required under any other
law.
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(3) Notwithstanding anything contained in this Act or in any other law for
the time being in force, the Bank, if it is satisfied that, in the public
interest or in the interest of the depositors or the non-banking financial
company or to prevent the affairs of any non-banking financial
company being conducted in amanner detrimental to the interest of the
depositors, it is expedient so to do, may, either on its own motion or on
being requested, furnish or communicate any information relating to the
conduct of business by any non-banking financial company to any
authority constituted under any law.

(4) Notwithstanding anything contained in any law for the time being in
force, no court or tribunal or other authority shall compel the Bank to
produce or to give inspection of any statement or other material
obtained by the Bank under any provisions of this chapter.

45NC. Power of Bank to exempt.

The Bank, on being satisfied that it is necessary so to do, may declare by
notification in the Official Gazette that any or al of the provisions of this
Chapter shall not apply to a non-banking institution or a class of non-banking
institutions or anon-banking financial company or to any class or non-banking
financial companies either generally or for such period as may be specified,
subject to such conditions, limitations or restrictions as it may think fit to
impose.

450. Penalties.

[ Rep. by the Reserve Bank of India (Amendment) Act, 1974, (51 of 1974). section 22
(w.e.f 13-12-1974).]

45P. Cognizance of offence.

[ Rep. by the Reserve Bank of India (Amendment) Act, 1974, section22 (w.e.f.
13-12-1974).]

45Q. Chapter IIIB to override other laws.

The provisions of this Chapter shall have effect notwithstanding anything
inconsistent therewith contained in any other law for the time being in force or
any instrument having effect by virtue of any such law.

45QA. Power of Company Law Board to offer repayment of deposit.
(1) Every deposit accepted by a non-banking financial company, unless
renewed, shall be repaid in accordance with the terms and condition of
such deposit.
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(2) Whereanon-banking financial company hasfailed to repay and deposit

or part thereof in accordance with the terms and conditions of such
deposit, the Company Law Board constituted under section 10E of the
Companies Act, 1956, may, if it is satisfied, either on its own motion or
on an application of the depositor, that it is necessary so to do to
safeguard the interests of the company, the depositors or in the public
interest, direct, by order, the non-banking financial company to make
repayment of such deposit or part thereof forthwith or within such time
and subject to such conditions as may be specified in the order:
Provided that the Company Law Board may, before making any
order under this sub-section, give a reasonable opportunity of
being heard to the non-banking financial company and the other
persons interested in the matter.

45QB. Nomination by depositors.

@

@

©)

Where a deposit is held by a non-banking financial institution to the
credit of one or more persons, the depositor or, as the case may be, all
the depositors together may nominate, in the manner prescribed by
rules made by the Central Government under section 45ZA of the
Banking Regulation Act, 1949, one person to whom in the event of the
death of the sole depositor or the death of all the depositors, the amount
of deposit may be returned by the non-banking financial ingtitution.
Notwithstanding anything contained in any other law for thetime being
in force, or in any disposition, whether testamentary or otherwise, in
respect of such deposit, where a nomination made purports to confer on
any person the right to receive the amount of deposit from the non-
banking financial institution, the nominee shall, on the death of the sole
depositor or, as the case may be, on the death of al the depositors,
become entitled to all the rights of the sole depositor or, asthe case may
be, of the depositors, in relation to such deposit to the exclusion of all
other persons, unless the nomination is varied or cancelled in the
manner prescribed by rules made by the Central Government under
section 45ZA of the Banking Regulation Act, 1949.

Where the nominee is a minor, it shall be lawful for the depositor
making the nomination to appoint, in the manner prescribed by rules
made by the Central Government under section 45ZA of the Banking
Regulation Act, 1949, any person to receive the amount of deposit in
the event of his death during the minority of the nominee.

— 124 —

Er R 0 AL 2

(@) 4L 2 P A6 TR T4 A 2

EAPA fii’g‘jg 4 fi\ l—:l.956-;I 2}5 fz ] 1OE1'+

ﬁﬁ;ﬁ')f’fi«ﬁv

LA ENE AWER A

3
(w
4
X

F 45QB tk FHRAZIEL

(1)

(2)

(3)#}2 '»)»‘r}\ p-#\‘%\'-&/\r ’]?

?Lﬁﬁﬁﬁﬁﬁ%&ﬁ%*WL LA S A P &gt
Frik T1949 & 17 § 12 | % 4BZA iE+f # 2 R
LS R ’%gzﬁﬁk4iewﬁéﬁﬁ’
ARP~H Ap BEPE 2 20 3 3R o

7‘7&4\0%?*—,—,@ EEZR T ANERY 2R ERN
3 S A= E N E I A I
*ﬁﬁ%‘iﬂr*h’@%ﬂ%%bﬁiﬁ
Hoofeimnala 1 ARG L ikd LRk
F1949 & 417§ 1272 | % A5ZAiE=F # 2. R 2>
Ak ﬁﬁﬂ%7ﬁ~«“$+°

R
ik (1949 & 4217 § 1032 | 5 ABZA FEATHEH 2
#Fla’ér_;zxﬂ&ré%a\& TFAA S 2T

- ,;hj-;r:c\]_/\dwéﬁnﬁxo

— 125 —



RESERVE BANK OF INDIA ACT, 1934

(4) Payment by anon-banking institution in accordance with the provisions
of this section shall constitute a full discharge to the non-banking
institution of itsliability in respect of the deposit:

Provided that nothing contained in this sub-section shall affect the
right or claim which any person may have against the person to
whom any payment is made under this section.

(5) No natice of the claim of any person, other than the person or personsin
whose name a deposit is held by a non-banking institution, shall be
receivable by the non-banking institution, nor shall the non-banking
institution be bound by any such notice even though expressly giventoit:

Provided that where any decree order, certificate or other authority
from a court of competent jurisdiction relating to such deposit is
produced before a non-banking institution, the non-banking
institution shall take due note of such decree, order, certificate or
other authority.

CHAPTERIIIC
PROHIBITION OF ACCEPTANCE OF DEPOSITSBY
UNINCORPORATED BODIES

45R. Interpretation.
The words and expressions used in this Chapter and defined in Chapter 111B
shall have the meanings respectively assigned to them therein.

458S. Deposits not to be accepted in certain cases.
(1) No person, being an individual or a firm or an unincorporated
association of individuals shall, accept any deposit:
(i) If his or its business wholly or partly includes any of the
activities specified in clause (c) of section 45l; or
(ii) if his or its principal business is that of receiving of deposits
under any scheme or arrangement or in any other manner, or
lending in any manner;
Provided that nothing contained in this sub-section shall apply
to the receipt of money by an individual by way of loan from
any of hisrelatives or to the receipt of money by afirm by way
of loan from the relative or relatives of any of the partners.
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@

©)

Where any person referred to in sub-section (1) holds any deposit on the
1st day of April 1997 which is not in accordance with sub-section (1),
such deposit shall be repaid by that person immediately after such
deposit becomes due for repayment or within three years from the date
of such commencement, whichever is earlier;
Provided that if the Bank is satisfied on an application made by any
person to the Bank that such person is unable to repay a part of the
deposits for reasons beyond his control or such repayment shall
cause extreme hardship to him, it may, by an order in writing, extend
such period by a period not exceeding one year subject to such
conditions as may be specified in the order.
On and from the 1st day of April 1997, no person referred to in sub-
section (1) shall issue or cause to be issued any advertisement in any
form for soliciting deposit.
Explanation: For the purposes of this section, a person shall be
deemed to be arelative of another if, and only if,
(i) they are members of a Hindu undivided family; or
(ii) they are husband and wife; or
(iii) the one is related to the other in the manner indicated in the
List of Relatives below:
List of relatives:
1. Father, 2. Mother (including step-mother), 3. Son (including
stepson), 4. Son'swife, 5. Daughter (including step-daughter),
6. Father's father, 7. Father's mother, 8. Mother's mother, 9.
Mother's father, 10. Son's son, 11. Son's son's wife, 12. Son's
daughter, 13. Son's daughter's husband, 14. Daughter's
husband, 15. Daughter's son, 16. Daughter's son's wife, 17.
Daughter's daughter, 18. Daughter's daughter's husband, 19.
Brother (including stepbrother), 20. Brother's wife, 21. Sister
(including step-sister), 22. Sister's husband.

45T. Power to issue search warrants.

)

Any court having jurisdiction to issue a search warrant under the Code
of Criminal Procedure, 1973 may, on an application by an officer of the
Bank or of the State Government authorised in this behalf stating his
belief that certain documents relating to acceptance of deposits in
contravention of the provisions of section 45S are secreted in any place
within the local limits of the jurisdiction of such court, issue a warrant
to search for such documents.
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(2) A warrant issued under sub-section (1) shall be executed in the same
manner and shall have the same effect as a search warrant issued under
the Code of Criminal Procedure, 1973.

CHAPTERIIID
REGULATION OF TRANSACTIONSIN DERIVATIVES,
MONEY MARKET INSTRUMENTS, SECURITIES, ETC.

45U. Definitions.
For the purposes of this Chapter:

(a) "derivative" means an instrument, to be settled at a future date, whose
value is derived from change in interest rate, foreign exchange rate,
credit rating or credit index, price of securities (adso called "
underlying"), or a combination of more than one of them and includes
interest rate swaps, forward rate agreements, foreign currency swaps,
foreign currency-rupee swaps, foreign currency options, foreign
currency-rupee options or such other instruments as may be specified by
the Bank from time to time;

(b) "money market instruments" include call or notice money, term money,
repo, reverse repo, certificate of deposit, commercial usance hill,
commercial paper and such other debt instrument of original or initial
maturity up to one year as the Bank may specify from time to time;

(©) "repo" means an instrument for borrowing funds by selling securities
with an agreement to repurchase the securities on a mutually agreed
future date at an agreed price which includes interest for the funds
borrowed;

(d) "reverse repo" means an instrument for lending funds by purchasing
securities with an agreement to resell the securities on amutually agreed
future date at an agreed price which includesinterest for the funds lent;

(e) "securities' means securities of the Central Government or a State
Government or such securities of alocal authority as may be specified
in this behalf by the Central Government and, for the purposes of "repo”
or "reverse repo", include corporate bonds and debentures.
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45V. Transactions in derivatives.

)

@

45W.

@

@

Notwithstanding anything contained in the Securities Contracts
(Regulation) Act, 1956 (42 of 1956) or any other law for the time being
in force, transactions in such derivatives, as may be specified by the
Bank from time to time, shall be valid, if at least one of the parties to
the transaction is the Bank, a scheduled bank, or such other agency
falling under the regulatory purview of the Bank under the Act, the
Banking Regulation Act, 1949 (10 of 1949), the Foreign Exchange
Management Act, 1999 (42 of 1999), or any other Act or instrument
having the force of law, as may be specified by the Bank from time to
time.

Transactions in such derivatives, as had been specified by the Bank
from time to time, shall be deemed always to have been valid, asif the
provisions of sub-section (1) werein force at all material times.

Power to regulate transactions in derivatives, money market instruments,
etc.
The Bank may, in public interest, or to regulate the financial system of
the country to its advantage, determine the policy relating to interest
rates or interest rate products and give directions in that behalf to all
agencies or any of them, dealing in securities, money market
instruments, foreign exchange, derivatives, or other instruments of like
nature as the Bank may specify from time to time:
Provided that the directions issued under this sub-section shall not
relate to the procedure for execution or settlement of the trades in
respect of the transactions mentioned therein, on the Stock
Exchanges recognised under section 4 of the Securities Contracts
(Regulation) Act, 1956(42 of 1956).
The Bank may, for the purpose of enabling it to regulate agencies
referred to in sub-section (1), call for any information, statement or
other particulars from them, or cause an inspection of such agenciesto
be made.

45X. Duty to comply with directions and furnish information.

It shal

| bethe duty of every director or member or other body for thetime being

vested with the management of the affairs of the agenciesreferred to in section

45W

to comply with the directions given by the Bank and to submit the

information or statement or particulars called for under that section.
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CHAPTERIII1E % 3E X BE KB ase
JOINT MECHANISM
45Y. Joint Mechanism. FA5Y 15 BE KB e
(1) Il;l;t\r/]vithstagding z?n?/tgmi conigjgzed inthis:ctlor tfhe tShec;J.ritieEai\nd (1) 242~ T1992 #er g% 3 4 E’ REN
change Board of IndiaAct, or any other law for the time bein - o e
inforce?if any difference of opinion arisgsasto whether — ’ <1956 # 5 42 %i) EHRE R ﬁﬂﬁ kik B ﬂﬁ *
(i) any instrument, being derivative referred to in clause () or BARE ARy
money market instrument referred to in clause (b) or repo (i) =@ B % 45U if % (@A “TfE2 #7217 &
referred toin clause (c) or reverse repo referred to in clause EY (b)?"”"'frﬁ;; RS FI1E S F (C)?"”"’“rﬁ,‘e‘;;
(d) or securities referred to in clause (e) of section 45U of HE R S E (d)*—»mr%dj KIT? w3l A
thisAct; or

FEFTHLF BEF2Z2FF L &

ii) any instrument, being policy of life insurance under the .. .
(i) any g poley (i) = o i "1938& R ‘ﬁrmﬁ;;%‘é

Insurance Act, 1938, or the rules or regulations made

thereunder, or, scrips or any other securities referred to in RORF TR A F e e [1956 &
subclauses (i), (ia), (ib), (ic), (id), (ie), (ii), (iia) and (iii) of BEE Y E“’/z %2R (|)—r)\ N (EEsa
clause (h) of section 2 of the Securities Contracts (Regulation) 5@z -~ 50k ~ % (id)x ~ % (e~ %
Act, 1356, o _ (||)1A N Er A N (I Ere A S =
is hybrid or composite instrument, having a component of H 14 u;. HEEAVFIE o

al \ \: [ -~

money market investment or securities market instrument or a
component of insurance or any other instrument referred toin
clause (i) or clause (ii) and falls within the jurisdiction of the

gL ()55 3 ()G M8
?E%ﬁ%ﬁﬁ1?~ﬁ%ﬂ%1£é%%

Reserve Bank of India or the Securities and Exchange Board 1 ERET2ZAHERNRF&FFENGF IR
of India established under section 3 of the Securities and PO #rrpEL 2L 62, % 3%
Exchange Board of India Act, 1992 or the Insurance drz ToRpmEi2L1f 5 . R r1999
Regylatory and Development Authority established under &R R ? TR FREE P 3R 2
section 3 of the Insurance Regulatory and Development Mer R mrs & g9 2 2% R o P
Authority Act, 1999 or the Pension Fund Regulatory and - E‘ e g L % By o RS E"K il
Development Authority constituted by the Resolution of the 2008 # 11 * 14 p % FNo. 1(6)2007-PR %L+
Government of India number FNo. 1(6)2007-PR, dated the Rz TORALEFRZFER | P T
14th November, 2008, such difference of opinion shall be 25 EM LR A AR
referred to a Joint Committee consisting of the following, 2l THAF mA TEELF ¢ b2
namely: 7
(8 the Union Finance Minister — ex officio Chairperson; e E v oo s .
(b) the Governor, Reserve Bank of India — ex officio Vice- (@) PAFcii& —3% ; iR

Chairperson; (b) Br R G i 4217 03— % R®lA A
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(c) the Secretary, Department of Economic Affairs in the
Ministry of Finance, Government of India — ex officio
Member;

(d) the Secretary, Department of Financial Services in the
Ministry of Finance, Government of India — ex officio
Member;

(e) the Chairperson, Insurance Regulatory and Development
Authority—ex officio Member;

(f) the Chairman, Securities and Exchange Board of India—
ex officio Member;

(g) the Chairperson, Pension Fund Regulatory and Devel opment
Authority—ex officio Member.

(2) The Secretary, Department of Financial Services in the Ministry of

©)

Finance, Government of India shall be the convener of the meetings
of the Joint Committee referred to in sub-section (1).

In case of any difference of opinion referred to in sub-section (1),
any Member of the Joint Committee referred to in clauses (b), (e), (f)
or (g) of that sub-section may make areference to the Joint Committee.

(4) The Joint Committee shall follow such procedure as it may consider

expedient and give, within a period of three months from the date of
reference made under sub-section (3), its decisions thereon to the
Central Government.

(5) The decision of the Joint Committee shall be binding on the Reserve

Bank of India, the Securities and Exchange Board of India, the
Insurance Regulatory and Development Authority and the Pension
Fund Regulatory and Development Authority.

CHAPTERIII F
MONETARY POLICY

45Z. Provisions of this Chapter to override other provisions of Act.

The provisions of this Chapter shall have effect, notwithstanding anything

inconsistent therewith contained in any other provisions of this Act.

45ZA. Inflation target.

(1) The Centra Government shall, in consultation with the Bank,
determine the inflation target in terms of the Consumer Price Index,

oncein every five years.
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(2) The Central Government shall, upon such determination, notify the
inflation target in the Official Gazette.

457B. Constitution of Monetary Policy Committee.

(1) The Central Government may, by natification in the Official Gazette,
congtitute a Committee to be called the Monetary Policy Committee of
the Bank.

(2) The Monetary Policy Committee shall consist of the following
Members, namely:

(@) the Governor of the Bank—Chairperson, ex officio;

(b) Deputy Governor of the Bank, in charge of Monetary Policy—
Member, ex officio;

(c) one officer of the Bank to be nominated by the Central Board—
Member, ex officio; and

(d) three persons to be appointed by the Central Government—
Members.

(3) The Monetary Policy Committee shall determine the Policy Rate
reguired to achieve the inflation target.

(4) Thedecision of the Monetary Policy Committee shall be binding on the
Bank.

45ZC. Eligibility and Selection of Members appointed by Central
Government.

(1) The Members of the Monetary Policy Committee referred to in clause
(d) of sub-section (2) of section 45ZB shall be appointed by the Central
Government from amongst persons of ability, integrity and standing,
having knowledge and experience in the field of economics or banking
or finance or monetary policy:

Provided that no person shall be appointed as a Member, in case such
person—
(i) has completed the age of seventy years on the date of
appointment as Member;
(i) isaMember of any Board or Committee of the Bank;
(iii) is an employee of the Bank;
(iv) is a public servant as defined under section 21 of the Indian
Penal Code;
(v) isaMember of Parliament or any State Legislature;
(vi) has been at any time, adjudged as an insolvent;
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(vii) has been convicted of an offence which is punishable with an
imprisonment for a term of one hundred and eighty days or
more;

(viii) is physically or mentally incapable of discharging the duties
of aMember of the Monetary Policy Committee; or

(ix) has amaterial conflict of interest with the Bank and is unable
to resolve such conflict.

(2) The Members of the Monetary Policy Committee referred to in clause
(d) of sub-section (2) of section 45ZB shall be appointed by the Central
Government on the recommendations made by Search-cum-Selection
Committee consisting of the following members, namely:

(a) Cabinet Secretary—Chairperson;

(b) Governor of the Reserve Bank of India or his representative (not
below the rank of Deputy Governor)—member;

(c) Secretary, Department of Economic Affairs—member;

(d) three expertsin the field of economics or banking or finance or
Monetary policy to be nominated by the Central Government—
members.

(3) While selecting the Members of the Monetary Policy Committee, the
Search cum- Selection Committee shall follow such procedure as may
be prescribed by the Central Government.

457ZD. Terms and conditions of appointment of Members of Monetary Policy
Committee.

(1) The Members of the Monetary Policy Committee appointed under
clause (d) of sub-section (2) of section 45ZB shall hold office for a
period of four years and shall not be eligible for re-appointment.

(2) Thetermsand conditions of appointment of Members of the Monetary
Policy Committee shall be such as may be prescribed by the Central
Government and the remuneration and other allowances payable to
such Members shall be such as may be specified by the regulations
made by the Central Board.

(3) A Member may resign from the Monetary Policy Committee, at any
time before the expiry of his tenure under sub-section (1), by giving to
the Central Government, awritten notice of not less than six weeks, and
on the acceptance of the resignation by the Central Government, he
shall cease to be aMember of the Monetary Policy Committee.
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45ZE. Removal of Members of Monetary Policy Committee.

(1) The Central Government may remove from office any Member of the
Monetary Policy Committee appointed under clause (d) of sub-section
(2) of section 45ZB, who—

() is, or at any time has been, adjudged as an insolvent; or

(b) has become physically or mentally incapable of acting as a
Member; or

(c) has been convicted of an offence which, in the opinion of the
Central Government, involves moral turpitude; or

(d) hasfailed to adequately disclose any material conflict of interest
at the time of his appointment; or

(e) doesnot attend three consecutive meetings of the Monetary Policy
Committee without obtaining prior leave; or

(f) has acquired such financial or other interest asis likely to affect
prejudicialy his functions as a Member; or

(g) has acquired any post referred to in clauses (ii), (iii), (iv) and
clause (v) of the proviso to sub-section (1) of section 45ZC; or

(h) has, in the opinion of the Central Government, so abused his
position as to render his continuance in office detrimental to the
public interest.

(2) No Member appointed under clause (d) of sub-section (2) of section
457B shall be removed under clause (d) or clause (€) or clause (f) or
clause (g) or clause (h) of sub-section (1) unless he has been given a
reasonable opportunity of being heard in the matter.

45ZF. Vacancies etc., not to invalidate proceedings of Monetary Policy
Committee.
No act or proceeding of the Monetary Policy Committee shall be invalid
merely by reason of —
(a) any vacancy in, or any defect in the constitution of the Monetary Policy
Committee; or
(b) any defect in the appointment of a person acting as a Member of the
Monetary Policy Committee; or
(c) any irregularity in the procedure of the Monetary Policy Committee not
affecting the merits of the case.
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457ZG. Secretary to Monetary Policy Committee.
(1) The Bank shall appoint a Secretary to the Monetary Policy Committee
to provide secretariat support to the said Committee.
(2) The Secretary shall perform such functions and, in such manner, as may
be specified by the regulations made by the Central Board.

45ZH. Information for Monetary Policy Committee Members.

(1) TheBank shall provide al information to the Members of the Monetary
Policy Committee that may be relevant to achieve the inflation target.

(2) Inaddition to information provided by the Bank under sub-section (1),
any Member of the Monetary Policy Committee may, at any time,
request the Bank for additional information, including any data, models
or analysis.

(3) The Bank shall provide the information, as referred to in sub-section
(2), to the Member of the Monetary Policy Committee, within
reasonable time, unless—

(@) theinformation pertains to an entity or person and is not publicly
available; or

(b) theinformation allows an entity or person to be identified and the
information is not publicly available.

(4) Any information provided by the Bank to a Member of the Monetary
Policy Committee shall be provided to all the Members of the Monetary
Policy Committee.

4571, Meetings of Monetary Policy Committee.

(1) The Bank shall organise at least four meetings of the Monetary Policy
Committeein ayear.

(2) The meeting schedule of the Monetary Policy Committee for a year
shall be published by the Bank at | east one week before the first meeting
in that year.

(3) The meeting schedule may be changed only—

(@) by way of a decision taken at a prior meeting of the Monetary
Policy Committee; or

(b) if, in the opinion of the Governor, an additiona meeting is
required, or a meeting is required to be rescheduled due to
administrative exigencies.
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(4) Any changein meeting schedule shall be published by the Bank as soon
as practicable.

(5) The quorum for a meeting of the Monetary Policy Committee shall be
four Members, at least one of whom shall be the Governor and, in his
absence, the Deputy Governor who is the Member of the Monetary
Policy Committee.

(6) The meetings of the Monetary Policy Committee shall be presided over
by the Governor, and in his absence by the Deputy Governor who is a
Member of the Monetary Policy Committee.

(7) Each Member of the Monetary Policy Committee shall have one vote.

(8) All questions which come up before any meseting of the Monetary
Policy Committee shall be decided by a majority of votes by the
Members present and voting, and in the event of an equality of votes,
the Governor shall have a second or casting vote.

(90 The Central Government may, if it considers necessary, convey its
views in writing to the Monetary Policy Committee from time to time.

(10) The vote of each Member of the Monetary Policy Committee for a
proposed resolution shall be recorded against such Member.

(11) Each Member of the Monetary Policy Committee shall write a
statement specifying the reasons for voting in favour of, or against the
proposed resol ution.

(12) The procedure, conduct, code of confidentiality and any other
incidental matter for the functioning of the Monetary Policy Committee
shall be such asmay be specified by the regul ations made by the Central
Board.

(13) The proceeding of the Monetary Policy Committee shall be
confidential.

457). Steps to be taken to implement decisions of Monetary Policy Committee.
(1) The Bank shall publish adocument explaining the steps to be taken by
it to implement the decisions of the Monetary Policy Committee,
including any changes thereto.
(2) The particulars to be included in such document and the frequency of
publications of such document shall be such as may be specified by the
regulations made by the Central Board.

457ZK. Publication of decisions.

The Bank shall publish, after the conclusion of every meeting of the Monetary
Policy Committee, the resolution adopted by the said Committee;
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45ZL. Publication of proceedings of meeting of Monetary Policy Committee.
The Bank shall publish, on the fourteenth day after every meeting of the
Monetary Policy Committee, the minutes of the proceedings of the meeting
which shall include the following, namely:
(a) theresolution adopted at the meeting of the Monetary Policy Committee;
(b) thevote of each member of the Monetary Policy Committee, ascribed to
such member, on resolutions adopted in the said meeting; and
(c) the statement of each member of the Monetary Policy Committee under
sub-section (11) of section 45ZL on the resolutions adopted in the said
meeting.

457ZM. Monetary Policy Report.
(1) The Bank shall, once in every six months, publish a document to be
called the Monetary Policy Report, explaining:
(a) the sources of inflation; and
(b) the forecasts of inflation for the period between six to eighteen
months from the date of publication of the document.
(2) The form and contents of the Monetary Policy Report shall be such as
may be specified by the regulations made by the Central Board.

45ZN. Failure to maintain inflation target.
Where the Bank fails to meet the inflation target, it shall set out in areport to
the Central Government:
(a) thereasonsfor failure to achieve the inflation target;
(b) remedial actions proposed to be taken by the Bank; and
(c) an estimate of the time-period within which the inflation target shall be
achieved pursuant to timely implementation of proposed remedial
actions.
Explanation: For the purposes of this section, the factors that constitute failure
shall be such as may be notified by the Central Government in the Official
Gazette, within three months from the date of the commencement of Part | of
Chapter X1I of the Finance Act, 2016.

45Z0. Power to make rules.
(1) The Central Government may, by natification in the Official Gazette,
make rules for the purpose of carrying out the provisions of this
Chapter.
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(2) In particular and without prejudice to the generaity of the foregoing
power, such rules may provide for—
(@) the procedure of functioning of the Search-cum-Selection
Committee under sub-section (3) of section 45ZC;
(b) the terms and conditions of appointment, (other than the
remuneration and other allowances), of Members of the Monetary
Policy Committee under sub-section (2) of section 45ZD; and
(c) any other matter which is to be, or may be, prescribed by the
Central Government by rules.".

CHAPTER IV
GENERAL PROVISIONS

46. Contribution by Central Government to the Reserve Fund.
The Central Government shall transfer to the Bank rupee securities of the value
of five crores of rupees to be allocated by the Bank to the Reserve Fund.

46A. Contribution to National Rural Credit (Long Term Operations) Fund and
National Rural Credit (Stabilisation) Fund.

The Bank shall contribute every year such sums of money as it may consider
necessary and feasible to do so, to the National Rural Credit (Long Term
Operations) Fund and the National Rural Credit (Stablisation) Fund
established and maintained by the National Bank under sections 42 and 43,
respectively, of the National Bank for Agriculture and Rural Development Act,
1981.

46B.
Section 46-B omitted by National Bank for Agriculture & Rural Devel opment
Act, 1981 61 of 1981 (w.ef. 12-7-1982).

46C. National Industrial Credit (Long Term Operations) Fund.

(1) The Bank shall establish and maintain a Fund to be known as the
National Industrial Credit (Long Term Operations) Fund to which shall
be credited -

(@) aninitia sum of ten crores of rupees by the Bank;

(b) such further sums of money asthe Bank may contribute every year:
Provided that the annual contribution during each of the five
years commencing with the year ending on the 30th day of
June, 1965 shall not be less than five crores of rupees:
Provided further that the Central Government may, if the
circumstances so require, authorise the Bank to reduce the said
sum of five crores of rupeesin any year.

— 150 —

Er R 0 AL 2

(2 232 Hifs M ﬂ\f‘?él‘%i%%] ¥k FRT

TR RFEHE

(@ % 45ZC 5 (QH 7 M THFAH BEL
F§ 2 glFﬁﬁzim :

(b) % 45ZD % (s “r37F M p W rc KL F ¢
2 F Epz THEROGE ; fﬁfﬁgi“ﬁggrm;{ 3
BEEE T o B g

(© H# gy Lpchr 78 @d Himg 2 $£7 -

F4FE —BBE

% 46 4% R BUGH AT EB S Z B
LR E5FF R 2 T RES T &
Foira AF2ZEGE £ o

F A60A R AMTHBRRENEA(RPERELRARARENSE
A R)E L2 &
AEFRERCE TV TIF RE ERBHERRLLT &

BHZEZ | % 42153 % 43054 9
B (&3

HHEiT) AL22PAREHE

r1981 & ¥ =
aiww i
L&

% 46B #
(#1%)

FACH AELKER (RMEHE) 2o
D+FRsxzraEmia £6r (EPEFrE) &

£
@+ AfFgrdplheA s Lip
(b) 3 45 4 ﬁ»f—r-zr.&:}ﬁ‘{::
p Egﬁf, dpz P A% 1965 & 6% 30 &

2 EREHQI 0 T EIEF G
”ﬁiﬁﬁwﬁ%w’mﬁﬁﬁ»g—ﬁg
b BT Q’;;S—Fg)i Iy vt

— 151 —



RESERVE BANK OF INDIA ACT, 1934

(2) Theamount in the said Fund shall be applied by the Bank only to the
following objects, namely:-
[*****]

(b) [*****]

(c) the making to the Exim Bank or the Reconstruction Bank or the
Small Industries Bank as the case may be, of loans and advances
for the purposes of any business of the Exim Bank or the
Reconstruction Bank, or the Small Industries Bank as the case
may be;

(d) the purchasing of bonds and debentures issued by the Exim Bank
or the Reconstruction Bank, or the Small Industries Bank as the
case may be.

46D. National Housing Credit (Long Term Operations) Fund.

(1) The Bank shal establish and maintain a Fund to be known as the
National Housing Credit (Long Term Operations) Fund to which shall
be credited every year such sums of money as it may consider
necessary.

(2) The amount in the said Fund shall be applied by the Bank only to the
following objects, namely:

(a) the making to the National Housing Bank of loans and advances
for the purpose of any business of the National Housing Bank;

(b) the purchasing of bonds and debentures issued by the National
Housing Bank.

47. Allocation of surplus profits.

After making provision for bad and doubtful debts, depreciation in assets,
contributions to staff and superannuation funds and for all other matters for
which provision is to be made by or under this Act or which are usually
provided for by bankers, the balance of the profits shall be paid to the Central
Government.

48. Exemption of Bank from income-tax and super-tax.

(1) Notwithstanding anything contained in the Income-Tax Act, 1961, or
any other enactment for the time being in force relating to income-tax
or super-tax, the Bank shall not beliable to pay income-tax or super-tax
on any of itsincome, profits or gains.

(2) [* * % % % *]

49. Publication of bank rate.

The Bank shall make public from time to time the standard rate at which it is
prepared to buy or re-discount hills of exchange or other commercia paper
eligible for purchase under this Act.
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50. Auditors.
(1) Not less than two auditors shall be appointed, and their remuneration
fixed, by the Central Government.
(2) The auditors shall hold office for such term not exceeding one year as
the Central Government may fix while appointing them and shall be
eligible for re-ppointment.

51. Appointment of special auditors by Government.

Without prejudice to anything contained in section 50, the Central Government
may at any time appoint the Comptroller and Auditor-General to examine and
report upon the accounts of the Bank.

52. Powers and duties of auditors.

(1) Every auditor shall be supplied with acopy of the annual balance-sheet,
and it shall be his duty to examine the same, together with the accounts
and vouchers, relating thereto; and every auditor shall have a list
delivered to him of all books kept by the Bank, and shall at all
reasonable times have access to the books, accounts and other
documents of the Bank, and may, at the expense of the Bank, employ
accountants or other persons to assist him in investigating such
accounts, and may, in relation to such accounts, examine any Director
or officer of the Bank.

(2) The auditors shall make a report to the Central Government upon the
annual balance-sheet and accounts, and in every such report they shall
state whether, in their opinion, the balance-sheet is a full and fair
bal ance-sheet containing all necessary particulars and properly drawn
up so as to exhibit a true and correct view of the state of the Bank's
affairs, and, in case they have called for any explanation or information
from the Central Board, whether it has been given and whether it is
satisfactory.

53. Returns.

(1) The Bank shall prepare and transmit to the Central Government a
weekly account of the Issue Department and of the Banking
Department in such from as the Central Government may, by
notification in the Gazette of India, prescribe. The Central Government
shall causethese accountsto be published in the Gazette of Indiaat such
intervals and in such modified form as it may deem fit.
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(2) The Bank shall aso, within two months from the date on which the
annua accounts of the Bank are closed, transmit to the Central
Government a copy of the annual accounts signed by the Governor, the
Deputy Governors and the Chief Accounting Officer of the Bank, and
certified by the auditors, together with areport by the Central Board on
the working of the Bank throughout the year, and the Centra
Government shall cause such accounts and report to be published in the
Gazette of India.

54. Rural Credit and Development.
The Bank may maintain expert staff to study various aspects of rural credit and
development and in particular it may:
(a) tender expert guidance and assistance to the National Bank;
(b) conduct special studiesin such areas as it may consider necessary to do
so for promoting integrated rural development.

54A. Delegation of powers.

(1) The Governor may, by general or special order, delegate to a Deputy
Governor, subject to such conditions and limitations, if any, as may be
specified in the order, such of the powers and functions exercisable by
him under this Act or under any other law for the time being in force
as he may deem necessary for the efficient administration of the
functions of the Bank.

(2) Thefact that a Deputy Governor exercises any power or does any act or
thing in pursuance of this Act shall be conclusive proof of his authority
to do so.

54AA. Power of Bank to depute its employees to other institutions.

(1) The Bank may, notwithstanding anything contained in any law, or in
any agreement, for the time being in force, depute any member of its
staff for such period as it may think fit,

(@) to any ingtitution which is wholly or substantially owned by the
Bank;

(b) to the Development Bank, so, however, that no such deputation
shall continue after the expiration of thirty months from the
commencement of section 5 of the Public Financial Institutions
Laws (Amendment) Act, 1975;
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(c) to the Unit Trust, so, however, that no such deputation shall
continue after the expiration of thirty months from the date
notified by the Central Government under sub-section (1) of
section 4A of the Unit Trust of IndiaAct, 1963, and thereupon the
person so deputed shall, during the period of hisdeputation, render
such service to the ingtitution to which he is so deputed as that
institution may require.

(2) Where aperson has been deputed to an institution under subsection (1),
he shall not be entitled to claim any salary, emoluments and other terms
and conditions of service which he would not have been entitled to
claim if he had not been so deputed.

(3) Nothing contained in this section shall empower the Bank to depute any
member of itsstaff to any institution on any salary, emoluments or other
terms and conditions which is or are less favourable to him than that or
those to which heis entitled immediately before such deputation.

(4) For the purposes of this section, an ingtitution shall be deemed to be
substantially owned by the Bank if in the capital of the institution the
Bank has not less than forty per cent, share.

Explanation: Theword "capital" means, in relation to the Unit Trust,
theinitia capita of that Trust.

55 and 56. Reports by the Bank. Power to require declaration as to ownership
of registered shares.
[Rep. by Act 62 of 1948, s. 7 and Sch. (w.e.f. 1-1-1949).]

57. Liquidation of the Bank.

(1) Nothing in the Companies Act, 1956, shall apply to the Bank, and the
Bank shall not be placed in liquidation save by order of the Central
Government and in such manner as it may direct.

(2) [* * % % % *]

58. Power of the Central Board to make regulations.

(1) The Centra Board may, with the previous sanction of the Central
Government by notification in the official Gazette make regulations
consistent with this Act to provide for all mattersfor which provisionis
necessary or convenient for the purpose of giving effect to the
provisions of this Act.

(2) In particular and without prejudice to the generaity of the foregoing
provision, such regulations may provide for all or any of the following
matters, namely:
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@
(f)

(9)
(h)
(i)

)

(k)
V)

,.,_(e) [*****]

the manner in which the business of the Central Board shall be
transacted, and the procedure to be followed at meetings thereof;
the conduct of business of Local Boards and the del egation to such
Boards of powers and functions;

the delegation of powers and functions of the Central Board to
Deputy Governors, Directors or officers of the Bank;

the formation of Committees of the Central Board, the delegation
of powers and functions of the Central Board to such Committees,
and the conduct of businessin such Committees;

the constitution and management of staff and superannuation
funds for the officers and servants of the Bank;

the manner and form in which contracts binding on the Bank may
be executed;

the provisions of an official seal of the Bank and the manner and
effect of its use;

(m) the manner and form in which the balance-sheet of the Bank shall

(n)
(0)

()

(Pp)

(@

be drawn up, and in which the accounts shall be maintained;

the remuneration of Directors of the Bank;

the relations of the scheduled banks with the Bank and the returns
to be submitted by the scheduled banks to the Bank;

the regulation of clearing-houses for the banks (including post
office savings banks).

the regulation of fund transfer through electronic means between
the banks or between the banks and other financial institutions
referred to in clause (c) of section 45-1, including the laying down
of the conditions subject to which banks and other financia
institutions shall participate in such fund transfers, the manner of
such fund transfers and the rights and obligations of the
participants in such fund transfers.

the circumstances in which, and the conditions and limitations
subject to which, the value of any lost, stolen, mutilated or
imperfect currency note of the Government of India or bank note
may be refunded; and

(98 theremuneration and other allowances payable to Members of the

Monetary Policy Committee under sub-section (2) of section
45ZD;

(gb) the functions of the Secretary under sub-section (2) of section

457G,
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(qc) the procedure, manner of conducting of meetings and related
matters of the Monetary Policy Committee under sub-section (12)
of section 45Z1;

(qd) the particulars and the frequency of publication of document under
sub-section (2) of section 452J;

(ge) the form and contents of the Monetary Policy Report to be
published under sub-section (2) of section 45ZM;

(r) generally, for the efficient conduct of the business of the Bank.

(3) Any regulation made under this section shall have effect from such
earlier or later date as may be specified in the regulation.

(4) Every regulation shall, as soon as may be after it is made by the Central
Board, be forwarded to the Central Government and that Government
shall cause a copy of the same to be laid before each House of
Parliament, whileitisin session, for atotal period of thirty dayswhich
may be comprised in one session or in two or more SUCCeSSi Ve Sessions,
and if, before the expiry of the session immediately following the
session or the successive sessions aforesaid, both Houses agree in
making any modification in the regulation, or both Houses agree that
the regulation should not be made, the regulation shall, thereafter, have
effect only in such modified form or be of no effect, asthe case may be;
so, however, that any such modification or annulment shall be without
prejudice to the validity of anything previously done under that
regulation.

(5) Copies of all regulations made under this section shall be available to
the public on payment.

58A. Protection of action taken in good faith.

(1) No suit, prosecution or other legal proceeding shall lie against the
Central Government or the Bank or any other person in respect of
anything which isin good faith done or intended to be done under this
Act or in pursuance of any order, regulation or direction made or given
thereunder.

(2) No suit or other legal proceeding shall lie against the Central
Government or the Bank for any damage caused or likely to be caused
by anything which isin good faith done or intended to be done under
this Act or in pursuance of any order, regulation or direction made or
given thereunder.
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CHAPTER YV
PENALTIES

58B. Penalties

@

@

©)

4

Whoever in any application, declaration, return, statement, information
or particulars made, required or furnished by or under or for the
purposes of any provisions of this Act, or any order, regulation or
direction made or given thereunder or in any prospectus or
advertisement issued for or in connection with the invitation by any
person, of deposits of money from the public wilfully makes a
statement which isfalsein any material particular knowing it to befalse
or wilfully omits to make amaterial statement shall be punishable with
imprisonment for aterm which may extend to three years and shall also
beliableto fine.

If any person fails to produce any book, account or other document or
to furnish any statement, information or particulars which, under this
Act or any order, regulation or direction made or given thereunder, it is
his duty to produce or furnish or to answer any question put to himin
pursuance of the provisions of this Act or of any order, regulation or
direction made or given thereunder, he shall be punishable with fine
which may extend to two thousand rupees in respect of each offence
and if he persistsin such failure or refusal, with further fine which may
extend to one hundred rupees for every day, after the first during which
the offence continues.

If any person contravenes the provisions of section 31, he shall be
punishable with fine, which may extend to the amount of the bill of
exchange, hundi, promissory note or engagement for payment of
money in respect whereof the offence is committed.

If any person discloses any credit information, the disclosure of which
is prohibited under section 45E, he shal be punishable with
imprisonment for aterm, which may extend to six months, or with fine,
which may extend to one thousand rupees, or with both.

(4A) If any person contravenes the provisions of sub-section (1) of section

45| A, he shall be punishable with imprisonment for aterm which shall
not be less than one year but which may extend to five years and with
finewhich shall not be less than one lakh rupees, but which may extend
to five lakh rupees.

(4AA) If any auditor failsto comply with any direction given or order made by

the Bank under section 45MA, he shall be punishable with fine, which
may extend to five thousand rupees.
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(44A4) Whoever fails to comply with any order made by the Company Law

®)

(6)

-

Board under sub-section (2) of section 45QA, shall be punishable with
imprisonment for aterm which may extend to three years and shall also
be liable to a fine of not less than rupees fifty for every day during
which such non-compliance continues.
If any person, other than an auditor-
(a) receives any deposit in contravention of any direction given or
order made under Chapter 111B; or
(ag) failsto comply with any direction given or order made by the Bank
under any of the provisions of Chapter 111B; or
(b) issues any prospectus or advertisement otherwise than in
accordance with section 45NA or any order made under section
45], asthe case may be, he shall be punishable with imprisonment
for aterm which may extend to three years and shall also beliable
to fine which may extend,
(i) in the case of a contravention falling under clause (a), to
twice the amount of the deposit received; and
(i) in the case of a contravention falling under clause (b), to
twice the amount of the deposit called for by the prospectus
or advertisement.
If any person contravenes any provision of section 45S, he shall be
punishable with imprisonment for a term which may extend to two
years, or with fine which may extend to twice the amount of deposit
received by such person in contravention of that section, or two
thousand rupees, whichever is more, or with both:
Provided that in the absence of special and adeguate reasons to the
contrary to be mentioned in the judgement of the court, the
imprisonment shall not be less than one year and the fine shall not
be less than one thousand rupees.
Notwithstanding anything contained in section 29 of the Code of
Criminal Procedure, 1973, it shall be lawful for a Metropolitan
Magistrate or a Judicial Magistrate of the first class to impose a
sentence of fine in excess of the limit specified in that section on any
person convicted under subsection (5A).
If any other provision of this Act is contravened or if any default is
made in complying with any other requirement of this Act or of any
order, regulation or direction made or given or condition imposed
thereunder, any person guilty of such contravention or default shall be
punishable with fine which may extend to two thousand rupees and
where a contravention or default is a continuing one, with further fine
which may extend to one hundred rupees for every day after the firgt,
during which the contravention or default continues.
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58C. Offences by companies.

(1) Where a person committing a contravention or default referred to in
section 58B is a company, every person who, at the time the
contravention or default was committed, was in charge of, and was
responsible to, the company for the conduct of the business of the
company, as well as the company, shall be deemed to be gulity of the
contravention or default and shall be liable to be proceeded against and
punished accordingly:

Provided that nothing contained in this sub-section shall render any
such person liable to punishment if he proves that the contravention
or default was committed without his knowledge or that he had
exercised all due diligence to prevent the contravention or default.

(2) Notwithstanding anything contained in sub-section (1), where an
offence under this Act has been committed by a company and it is
proved that the same was committed with the consent or connivance of
or is attributable to any neglect on the part of, any director, manager,
secretary, or other officer or employee of the company, such director,
manager, secretary, other officer or employee shall also be deemed to
be guilty of the offence and shall be liable to be proceeded against and
punished accordingly.

Explanation 1. Any offence punishable under this Act shal be
deemed to have been committed at the place where the registered
office or the principal place of business, asthe case may be, inIndia,
of the company is situated.

Explanation 2: For the purpose of this section,

(@ "a company" means any body corporate and includes a
corporation, a non-banking ingtitution, a firm, a co-operative
society or other association of individuals;

(b) "director", in relation to afirm, means a partner in the firm.

58D. Application of section 58B barred.
Nothing contained in section 58B shall apply to, or in respect of, any matter
dealt with in section 42.

58E. Cognizance of offences.

(1) No court shall take cognizance of any offence punishable under this Act
except upon a complaint in writing made by an officer of the Bank,
generally or specially authorized in writing in this behalf by the Bank,
and no court other than that of a Metropolitan Magistrate or a Judicial
Magistrate of thefirst class or acourt superior thereto shall try any such
offence:

Provided that in respect of any offence punishable under sub-section
(5A) of section 58B, a complaint in writing may also be made by an
officer of the State Government, generally or specially authorised in
writing in this behalf by that Government.
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(2) Notwithstanding anything contained in the Code of Criminal
Procedure, 1973 a Magistrate may, if he sees reason so to do, dispense
with the personal attendance of the officer of the Bank filing the
complaint, but the Magistrate may in his discretion, at any stage of the
proceedings, direct the personal attendance of the complainant.

58F. Application of fine.

A court imposing any fine under this Act may direct that the whole or any
part thereof shall be applied in, or towards payment of, the costs of the
proceedings.

58G. Power of Bank to impose fine.

(1) Notwithstanding anything contained in section 58B, if the
contravention or default of the nature referred to in section 58B is
committed by a non-banking financial company, the Bank may impose
on such non-banking financial company :

() apenalty not exceeding five thousand rupees; or

(b) where the contravention or default is under sub-section (4A) or
clause (a) or clause (aa) of sub-section (5) of section 58B, a
penalty not exceeding five lakh rupees or twice the amount
involved in such contravention or default, where the amount is
guantifiable, whichever is more; and where such contravention or
default is a continuing one, further penalty which may extend to
twenty-five thousand rupees for every day, after the first, during
which the contravention or default continues.

(2) For the purpose of imposing penalty under sub-section (1), the Bank
shall serve a notice on the non-banking financial company requiring it
to show cause why the amount specified in the notice should not be
imposed as a penalty and a reasonabl e opportunity of being heard shall
also be given to such non-banking financial company.

(3) Any penalty imposed by the Bank under this section shall be payable
within a period of thirty days from the date on which notice issued by
the Bank demanding payment of the sum is served on the non-banking
financial company and, in the event of failure of the non-banking
financial company to pay the sum within such period, may belevied on
a direction made by the principal civil court having jurisdiction in the
area where the registered office or the head office of the non-banking
financial company is situated;

Provided that no such direction shall be made, except on an
application made by an officer of the Bank authorised in this behalf,
to by the principal civil court.
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(4) The court, which makes a direction under sub-section (3), shall issue a
certificate specifying the sum payable by the non-banking financial
company and every such certificate shall be enforceable in the same
manner as if it were a decree made by the court in acivil suit.

(5) Nocomplaint shall befiled against any non-banking financial company
in any court of law pertaining to any contravention or default in respect
of which any penalty has been imposed by the Bank under this section.

(6) Where any complaint has been filed against a non-banking financial
company in acourt in respect of contravention or default of the nature
referred to in section 58B, no proceedings for imposition of penalty
against that non-banking financial company shall be taken under this
section.

59to 61. Amendment of Act 3 of 1906. Repeals, Amendment of section 11, Act

7 of 1913.
[Rep. by Act 20 of 1937, s. 3 Sch. 11.]
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Part 5A
Part 5B

Registration of banks

Financial disclosure by registered banks
Advertising by registered banks

Provisions applying to disclosure statements
Supply of information

Access to information by home country supervisor
Powers to obtain information and documents
Investigations

Miscellaneous provisions

Reserve Bank may give directions

Satutory management of registered banks
Interpretation relating to covered bonds
Registration of covered bond programmes
Cover pool monitor

Satutory management, etc, of issuer
Miscellaneous provisions
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Oversight of payment systems
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Part 5C  Designated settlement systems
General
Designation
Designation
Effect of designation
Effect of designation
Procedure for making designation
Procedure for making designation
Amendments to rules

Variation and revocation of designation

Disclosure of information

Penalties for offences against this Part
Part 5D Deposit takers

Preliminary provisions

Credit ratings

Gover nance requirements

Risk management

Minimum capital requirement

Capital ratio requirement

Restrictions on related party exposures

Liquidity requirements

Other matters relating to trust deeds

Ld ER LS

Obligationsto give notice and supply information
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Reserve Bank of New Zealand Act 1989

Public Act 1989 No 157
Date of assent 20 December 1989
Commencement  see section 1(2)
Title [Repealed]

1 Short Title and commencement

(1) This Act may be cited as the Reserve Bank of New Zealand Act 1989.

(2) Except as provided in section 181(5) and (9), this Act shall comeinto force
on 1 February 1990.

1A Purpose
(1) The purpose of this Act isto provide for the Reserve Bank of New Zealand,

asthe central bank, to be responsible for—

(a) formulating and implementing monetary policy designed to promote sta-
bility in the general level of prices, while recognising the Crown's right
to determine economic policy; and

(b) promoting the maintenance of a sound and efficient financial system;
and

(c) carrying out other functions, and exercising powers, specified in this
Act.

(2) This section does not limit the functions or powers given to the Bank by any
other enactment.

2 Interpretation

(1) In this Act, unless the context otherwise requires,—
bank note or note means any negotiable instrument used or circulated, or in-
tended for use or circulation, as currency
banking group has the meaning given to it in the Orders in Council made
under section 81
debt security has the same meaning asin section 8 of the Financial Markets
Conduct Act 2013
Deputy Chief Executive means, if 1 person is appointed under this Act as
the Deputy Governor of the Bank, that person, and if 2 persons are
appointed under this Act as Deputy Governors of the Bank, the Deputy
Governor designated by the Board as the Deputy Chief Executive
Deputy Governor means, if 1 person is appointed under this Act as the
Deputy Governor of the Bank, that person, and if 2 persons are appointed
under this Act as Deputy Governors, each of those persons
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designated settlement system has the meaning set out in section 156M

director, except in relation to the Bank, means—

(a) aperson occupying the position of director by whatever name called:

(b) inthe case of an entity that does not have directors as such, any trustee,
manager, or other person who acts in relation to that entity in the same
or asimilar fashion as a director would act were that entity a company
in-corporated in New Zealand under the Companies Act 1993

disclosure statement means the document referred to in section 81 (2)(a)

document means a document in any form, whether signed or initialled or

otherwise authenticated by its maker or not; and includes—

(a) any writing on any material:

(b) any information recorded or stored by means of any tape-recorder, com-
puter, or other device; and any material subsequently derived frominfor-
mation so recorded or stored:

(c) any label, marking, or other writing that identifies or describes any thing
of which it forms part, or to which it is attached by any means:

(d) any book, map, plan, graph, or drawing:

(e) any photograph, film, negative, tape, or other device in which 1 or more
visual images are embodied so as to be capable (with or without the aid
of some other equipment) of being reproduced

financial institution means any person including abody of persons whether

incorporated or not, who carries on the business of borrowing and lending

money, or providing financial services, or both, and without limiting the
gener-ality of the foregoing includes—

(a) aninsurer that issues, or isliable under, life policies within the meaning
of section 6 (1) of the Insurance (Prudential Supervision) Act 2010; and
includes any branch, division, or office of that insurer; and

(b) abuilding society as defined in section 2 of the Building Societies Act
1965; and

(c) aregistered bank; and

(d) aspecified person or class of persons (including abody or bodies of per-
sons, whether incorporated or not) who is or are declared by the
Governor-General, by Order in Council, to be a financial institution or
institutions for the purposes of this Act
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financial product has the same meaning as in section 7 of the Financial

Markets Conduct Act 2013

financial year has the meaning given to it by section 157

FMA meansthe Financial Markets A uthority established under Part 2 of the

Financial Markets Authority Act 2011

foreign exchange means—

(a) the bank notes or other currency, postal notes, or money orders of any
country other than New Zealand:

(b) promissory notes and bills of exchange payable otherwise than in New
Zedland currency:

(c) aright to receive payment in the currency of a country other than New
Zedland:

(d) an obligation to make payment in the currency of a country other than
New Zeaand:

(e) adebt security in respect of which any amount payable is payable in a
country other than New Zealand or in aforeign currency

Governor means the Governor of the Bank appointed under this Act

holding company means a holding company within the meaning of section

5 of the Companies Act 1993

home country supervisor means any central bank, authority, or body in any

country other than New Zealand that exercises functions in relation to a

parent bank or an overseas incorporated registered bank that correspond

with, or are similar to, those conferred on the Bank under Part 5

home jurisdiction means,—

(a) inthe case of an overseas person that is abody corporate, the country in
which that body isincorporated:

(b) in the case of an overseas person that is an unincorporated body, the
country in which that body has its head office or principal place of
business

licensed insurer has the same meaning as in section 6 (1) of the Insurance

(Prudential Supervision) Act 2010

managed investment scheme has the same meaning as in section 9 of the

Financial Markets Conduct Act 2013

Minister meansthe Treasurer, or other Minister of the Crown who, under the

authority of any warrant or with the authority of the Prime Minister, is for

the time being responsible for the administration of this Act or particular
provisions of this Act

net income, in relation to a financial year, means the total revenue of the

Bank reported in its statement of financial performance for that year

calculated after deducting all expenses incurred by the Bank in that year
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New Zealand chief executive officer, in relation to an overseasincorporated
registered bank, means—
(a) the most senior officer of that bank who is ordinarily resident in New

Zedland; or

(b) another person who may be nominated by that bank and agreed to in
writing by the Bank; or

(c) if section 82 (3) applies, an employee of that bank who has been specified
by the Bank under that section

non-voting security, in relation to any body, means a specified security that

does not confer avoting right

operating expenses, in relation to afinancia year,—

(@) includes all expensesincurred by the Bank and reported in its statement
of financial performance for that year; but

(b) does not include—

(i) interest, foreign exchangelosses, and losses (or provisionfor los-
ses) on financial instruments or revaluation of financial instru-
ments; or

(i) any payments made to the Crown under section 21; or

(i) any expenses agreed by the Minister and the Bank not to be
operating expenses

operator, in relation to either a settlement system or a payment system,

means any person that provides clearing, settlement, or processing services

in respect of that system

overseas bank means any person that is formed, licensed, or registered asa

bank in any country other than New Zealand

overseas person means—

(a) abody corporate incorporated outside New Zealand; or

(b) an unincorporated body that has its head office or principal place of
business outside New Zealand

parent bank means an overseas bank that is a holding company of a

registered bank

participant, in relation to either a settlement system or a payment system,—

(a) means a person who has agreed to participate in either a settlement sys-
tem or apayment system in accordance with the rules of that system; and

(b) inthe case of adesignated settlement system, includes an operator of the
settlement system if the designation under section 156N (3)(b) so
provides

payment system—

(a) means a system or arrangement for—
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(i) theclearing or settlement of payment obligations; or
(ii) the processing of payment instructions; and

(b) includes any instruments, rules, and procedures that relate to the matters
referred to in paragraph (a)

qualifying interest, in relation to a specified security, means—

(a) thelegal or beneficial ownership of the specified security; or

(b) the power to exercise, or control the exercise of, any voting right attach-
ed to the specified security; or

(c) the power to acquire or dispose of the specified security; or

(d) the power to control the acquisition or disposition of the specified
security by another person; or

(e) the powers referred to in paragraphs (b) to (d) under, or by virtue of, any
trust, agreement, arrangement, or understanding relating to the specified
security

registered bank means a person whose name s entered in the register main-

tained under section 69 or who continues to be a registered bank by virtue

of the provisions of section 76

Reserve Bank or the Bank means the Reserve Bank of New Zealand

constitu-ted under this Act

restricted word—

(a) means the words "bank”, "banker", and "banking"; and

(b) includes—

(i) any of those words as part of any other word:
(i) atrandation of those words into another language (whether or
not the trandation of those wordsis part of any other word)
settlement system has the meaning set out in section 156M

significant influence, in relation to aregistered bank, means—

(a) the ahility to directly or indirectly appoint 25% or more of the board of
directors (or other persons exercising powers of management, however
described) of the registered bank; or

(b) adirect or indirect qualifying interest in 10% or more of the voting
securities issued or allotted by the registered bank

specified operator has the meaning set out in section 156M

specified security has the meaning given to security in section 6 (1) of the

Oversesas Investment Act 2005

subsidiary means a subsidiary within the meaning of section 5 (1)(a)(iii) and

(b) of the Companies Act 1993
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trade mark has the meaning given to it by section 5 (1) of the Trade Marks

Act 2002

voting right, in relation to any body,—

(a) means a currently exercisable right to cast a vote at meetings of share-
holders or members of that body; but

(b) does not include aright to vote that is exercisable only in 1 or more of
the following circumstances:

(i) during a period in which a payment or distribution (or part of a
payment or distribution) in respect of the security that confersthe
voting right isin arrears or some other default exists:

(i) onaproposa that affects rights attached to the security that con-
fers the voting right:

(i) onaproposal to put the body into liquidation or voluntary admin-
istration:

(iv) onaproposal for the disposal of the whole, or amateria part, of
the property, business, or undertaking of the body:

(v) during the liquidation, receivership, voluntary administration,
bankruptcy, or statutory management of the body; and

(c) doesnot include aright to vote that is exercisable only for a special, im-
material, or remote matter that is inconsequential to the control of the
body

voting security, in relation to any body, means a specified security that

confers avoting right.

(2) For the purposes of section 36, Parts4 and 5, and sections 179 and 179A, a
person is an associated person of afinancial institution or aregistered bank,
asthe case may be, if —

(a) that person directly or indirectly controls the management of the
financial institution or registered bank; or

(b) that person has adirect or indirect qualifying interest in 20% or more of
the voting or non-voting securities issued by the financial institution or
registered bank; or

(c) that financial institution or registered bank directly or indirectly controls
the management of that person; or

(d) that financial institution or registered bank has a direct or indirect
qualifying interest in 20% or more of the voting or non-voting securities
issued by that person.
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(3) For the purposes of section 77A, transaction includes the—
(a) saleor transfer of property or financial products; and
(b) issue or allotment of financial products; and
(c) entering into, or giving effect to a provision in, a contract or arrange-
ment; and
(d) arriving at, or giving effect to, an understanding.
(4) For the purposes of Part 5, a holding company of a registered bank has a
substantial interest in a body if —
(a) that holding company directly or indirectly controls the management of
that body; or
(b) that holding company has a direct or indirect qualifying interest in 20%
or more of the voting securities issued by that body.

3 Interpretation of provisions relating to false or misleading information
For the purposes of this Act, a reference to information or datathat is false or
misleading includes areference to information or data that is false or mislead-
ing by reason of —
(a) the form or context in which it is published or supplied; or
(b) the omission of any other information that is material in the form and
context in which it is published or supplied.

4 Act to bind the Crown
This Act shall bind the Crown.

Part 1
Constitution of Reserve Bank of New Zealand

5 Reserve Bank of New Zealand

(1) There shall continue to be a bank called the Reserve Bank of New Zealand.

(2) The Bank shall be a body corporate with perpetual succession and a
common seal and shall be capable of acquiring, holding and disposing of
real and personal property and of suing and being sued.

(3) Without limiting any other provision of this Act, the Bank shall have the
rights, powers, and privileges of anatural person.

(4) The Bank is the same body corporate as that which was continued in
existence by the Reserve Bank of New Zealand Act 1964.
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6 Branches and agencies
The Bank may establish branches and agencies and appoint agentsin New Zea-
land or elsewhere.

Part 2
Functions and power s of Reserve Bank

Central bank
7 Bank to act as central bank
The Bank shall act as the central bank for New Zealand.

Monetary policy

8 Primary function of Bank

The primary function of the Bank isto formulate and implement monetary pol-
icy directed to the economic objective of achieving and maintaining stability
in the general level of prices.

9 Policy targets

(1) The Minister shall, before appointing, or reappointing, any person as
Governor, fix, in agreement with that person, policy targets for the carrying
out by the Bank of its primary function during that person's term of office,
or next term of office, as Governor.

(2) In the case of a person who is deemed to have been appointed as Governor
under section 191 (1), policy targets for that person's term of office shall be
fixed by the Minister, in agreement with the Governor, within 30 days after
the commencement of this Act.

(3) Policy targets may be fixed for the term of office of the Governor, or for
specified periods during the term of office of the Governor, or for both.

(4) The Minister and the Governor may, from time to time,—

()review or alter any policy targets fixed under this section; or

(b)substitute new policy targets for targets fixed under this section.

(5) Where policy targets are fixed under this section,—

(a) the Minister shall ensure that they are recorded in writing; and

(b) the Governor shall ensure that they are tabled at the first Board meeting
held after the date on which they are fixed; and

(c) the Minister shall, as soon as practicable after they are fixed, publish
them in the Gazette and lay a copy of them before the House of
Representatives.
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10 Formulation and implementation of monetary policy
In formulating and implementing monetary policy the Bank shall —
(a) haveregard to the efficiency and soundness of the financial system:
(b) consult with, and give adviceto, the Government and such personsor or-
ganisations as the Bank considers can assist it to achieve and maintain
the economic objective of monetary policy.

11 Governor to ensure policy targets followed

It is the duty of the Governor to ensure that the actions of the Bank in
implementing monetary policy are consistent with the policy targets fixed
under section 9.

12 Bank may be directed to formulate and implement monetary policy for
different economic objective

(1) The Governor-General may, from time to time, by Order in Council, on the
advice of the Minister, direct the Bank to formulate and implement
monetary policy for any economic objective, other than the economic
objective specified in section 8, for such period not exceeding 12 months as
shall be specified in the order.

(2) Notwithstanding anything in section 8, the Bank shall formulate and
implement monetary policy in accordance with any economic objective
specified in an Order in Council in force under subsection (1).

(3) The Governor-General may, by Order in Council, on the advice of the
Minister, before the period specified in an Order in Council made under
subsection (1) expires, extend the period specified in that order for a period,
which shall be specified in the order, not exceeding 12 months, and may in
the same manner extend that period on successive occasions.

(4) Every Order in Council made under subsection (1) shall expirewith the close
of the last day of the period specified in the order or any extension of that
period.

(5) An Order in Council made under subsection (1) may be revoked.

(6) The Minister shall, as soon as practicable after the making of an Order in
Council under this section, publish acopy of the order in the Gazette and lay
acopy of the order before the House of Representatives.

(7) While an Order in Council made under subsection (1) remainsin force,—
(a) the policy targets fixed under section 9 shall cease to have effect; and
(b) the Minister and the Governor shall,—

(i) within 30 days of the making of the order, or the making of an
Order in Council under subsection (3), as the case may be, fix
new policy targets for the period that the order remainsin force;
and
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(i) within 30 days of the expiry or revocation of the order, fix new
policy targets for the carrying out by the Bank of its primary
function.

(8) Subsections (4) and (5) of section 9 shall apply in relation to any policy
targets fixed under subsection (7)(b) of this section.

13 Bank's primary function not affected

Except as provided in sections 9 to 12, nothing in this Act or in any other Act
whether passed before or after the commencement of this Act limits or affects
the obligation of the Bank to carry out its primary function.

14 Advice concerning effects of monetary policy
Where the Bank gives advice to the Minister under any provision of this Act
and the Governor considersthat giving effect to that advice would, or would be
likely to, affect the monetary policy of the Bank, the Governor shall advise the
Minister of —

(a) the effect, or likely effects, on monetary policy; and

(b) any action that may be taken by the Bank in implementing the Bank's

monetary policy if effect is given to that advice.

15 Policy statements

(1) The Bank shall deliver to the Minister and publish, in accordance with
subsection (14), policy statements for the period of 6 months from and after
the date of publication.

(1) The Bank shall deliver and publish a policy statement on or before 1
October 1990 and thereafter at intervals not exceeding 6 months from the
date of publication of each preceding statement.

(1B) The Bank shall, if directed to do so by the Minister, in addition to its
obligation under subsection (1), deliver to the Minister and publish policy
statements at such intervals and for such periods as may be specified in the
direction.

(2) The policy statement shall be signed by the Governor and shall —

(a) specify the policies and means by which the Bank intendsto achieve the
policy targets fixed under section 9:

(b) state the reasons for adopting those policies and means:

(c) contain astatement of how the Bank proposes monetary policy might be
formulated and implemented during the next 5 years:
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(d) contain areview and assessment of the implementation by the Bank of
monetary policy during the period to which the preceding policy state-
ment rel ates.

(3) Every policy statement stands referred, by virtue of this section, to the

House of Representatives.

Foreign exchange
16 Dealing in foreign exchange by Bank
For the purposes of performing its functions and fulfilling its obligations under
this Act or any other enactment, the Bank may deal in foreign exchange, on
such terms and conditions as it thinks fit,—

(a) with any person, including the Crown; and

(b) on behalf of any person, including the Crown.

17 Power of Minister to direct Bank to deal in foreign exchange within
guidelines

(1) The Minister may, for the purpose of influencing the exchange rate or
exchange rate trends, from time to time, by notice in writing to the Bank,
direct the Bank to deal in foreign exchange within guidelines prescribed by
the Minister in the notice.

(2) Notwithstanding section 16, while the direction remainsin force all foreign
exchange dealing by the Bank shall comply with the direction.

(3) The Minister may, from time to time, by notice in writing to the Bank, vary
or revoke any direction given under subsection (1).

18 Power of Minister to fix exchange rates for foreign exchange dealing by
Bank

(1) Subject to this section, the Minister may from time to time, by notice in
writing to the Bank,—

(a) direct that all foreign exchange dealing by the Bank shall be at rates of
exchange, or within arange of rates of exchange, specified by the Minis-
ter in the direction:

(b) direct the Bank to deal in foreign exchange at those rates or within that
range of rates with such persons or class or classes of persons as may be
specified by the Minister in the direction.

(2) Notwithstanding sections 16 and 17, the Bank shall, on receiving adirection
under this section,—

(a) conduct its foreign exchange dealing at the rates, or within the range of
rates, specified:

(b) deal inforeign exchange at thoserates, or within that range of rates, with
such of the persons or class or classes of persons specified in the
direction as may require the Bank to do so.
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(3) The Minister may from time to time, by notice in writing to the Bank, vary
or revoke any direction given under subsection (1).

(4) The Minister shall not give a direction under subsection (1) unless the
Minister has been authorised to do so by the Governor-General by Order in
Council within 30 days before the direction is given and a separate
authorisation shall be required for each separate occasion on which a
direction is given.

(5) The Minister shall give notice in the Gazette of the fact that a direction has
been given and that a direction has been revoked.

19 Effect of directions on policy targets

(1) If the Governor considers that the giving effect to by the Bank of adirection
under either section 17 or section 18 would, while not being inconsi stent
with the economic objective of monetary policy, be inconsistent with
achieving the policy targets fixed under section 9, the Governor may, by
notice in writing to the Minister, advise the Minister that the Bank will, in
giving effect to the direction, be unable to achieve those policy targets and
reguest new policy targets to be fixed.

(2) Where anoticeis given under this section—

(a) the Bank is not required to achieve the existing policy targets:

(b) the Minister and the Governor shall, within 1 month after the notice is
given, substitute new policy targets in accordance with section 9 (4)(b)
and, inthat event, the provisions of section 9 (5) shall apply to those poli-
cy targets.

20 Effect of directions on monetary policy

(1) If the Governor considers that the giving effect to by the Bank of adirection
under either section 17 or section 18 would be inconsistent with the
economic objective of monetary policy the Governor may, by notice in
writing, advise the Minister that the Bank does not propose to give effect to
the direction.

(2) Where a notice is given under this section the Bank shall not, unless an
Order in Council is made under section 12 that requires the Bank to
formulate and implement monetary policy in accordance with an economic
objective that is consistent with the direction, be required to comply with
that direction.

21 Foreign exchange gains and losses

(1) The Bank shall pay into a Crown Bank Account any exchange gains
(whether realised or unrealised) made by the Bank as a result of dealing in
foreign ex-change under sections 17 and 18.
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(2) The Minister shall, without further appropriation, pay to the Bank out of a
Crown Bank Account the amount of any exchange |osses (whether realised
or unrealised) incurred by the Bank as a result of dealing in foreign
exchange under sections 17 and 18.

22 Temporary suspension of foreign exchange business

(1) The Governor may, if the Governor is satisfied that it is necessary to avoid
dis-order in the foreign exchange market, from time to time, by notice in
writing to all registered banks, direct that, subject to any exceptions
specified in the notice, no registered bank shall, except with permission
granted by the Bank, deal until further notice in any foreign exchange or
foreign exchange of such kinds as are specified in the notice.

(2) The Governor shall, as soon as practicable, give notice in writing to the
Minister of the exercise of the power conferred under subsection (1).

(3) Every notice under subsection (1) shall remain in force until it is revoked—
(a) by Order in Council; or
(b) by noticein writing given by the Governor to all registered banks.

(4) An obligation on a person to do a thing on a day on which that person is
prevented from doing it by a notice under this section, or is unable to do it
by reason of any such notice, shall be deemed to be complied with if that
person does it as soon as practicable after the notice is revoked.

(5) Where any transaction to which a notice issued under this section appliesis
subject to the Bills of Exchange Act 1908 or the Banking Act 1982, then, in
relation to that transaction, every day on which the notice remains in force
shall be deemed to be a non-business day for the purposes of the Bills of
Exchange Act 1908.

23 Bank to advise Minister on foreign exchange matters
The Bank shall, from time to time, advise the Minister on—
(a) foreign exchange rate systems:
(b) the management of foreign reserves:
(c) the operation of the foreign exchange market:
(d) any other matters relating to foreign exchange.

24 Foreign reserves

(1) The Minister shall, from time to time, in consultation with the Bank,
determine the level at which, or the levels within which, foreign reserves
shall be maintained for the purpose of enabling the Bank to exercise the
powers conferred by this Act.
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Reserve Bank of New Zealand Act 1989

(2) The Bank must hold and maintain foreign reserves at that level or within
those levels.

Currency

25 Issue of currency by Bank

(1) The Bank shall havethe soleright to issue bank notesand coinsin New Zea
land.

(2) The Bank shall determine the denominations, form, design, content, weight,
and composition of its bank notes and coins.

(3) Every bank note issued by the Bank before the commencement of this Act,
and every coinissued by the Minister under the Decimal Currency Act 1964
or under the Coinage Act 1933 by virtue of the Decimal Currency Act 1964,
which islegal tender at the commencement of this Act shall be deemed for
all purposes to have been made or issued under this Act.

26 Power of Bank to call in currency

(1) The Bank may, from time to time, with the prior consent of the Minister, by
notice in the Gazette, call in any bank notes or coins issued or deemed to
have been issued under this Act.

(2) Every notice shall take effect on a date specified in it.

(3) When the notice takes effect, all bank notes or coinsto which it applies shall
cease to be legal tender; but the Bank shall continue to be liable to pay any
such bank note or coin on presentation at the head office of the Bank.

(4) The Bank shall continue to be liable to pay any bank note issued before the
commencement of this Act which has ceased to be legal tender before the
commencement of this Act and which the Bank was, immediately beforethe
commencement of this Act, liable to pay, on presentation at the head office
of the Bank.

(5) The Bank shall be liable to pay any coin issued by the Minister before the
commencement of this Act which has ceased to be legal tender before the
commencement of this Act, on presentation at the head office of the Bank.

27 Legal tender
(1) Every bank note issued, or deemed to be issued, under this Act shall be a
legal tender for the amount expressed in the note.
(2) A tender of payment of money, to the extent that it is made in coins issued,
or deemed to be issued, under this Act, shall be alegal tender,—
(a) inthe case of coins of a denomination of $10 or more, for the payment
of any amount:

— 210 —

Q) AT F4EF I AR N ZERERN by o

5

2254 AR RN

MAFEF>ed & 452025 BES-

D FRATELEZIARZ G R P LR
ENANE

"

TR FA K 5 112 ML ik 1964 & +ie
‘ i 4 vks 1033 & [ S B
AW GREWEIFZEWER o RARGZe RAZHF -

F2614 RTKEBEREZHA
(Diﬁﬁwbﬁm»i%ki’*ﬁﬁﬂﬁﬁ%i?%ié
BEARLC BAEEFLEE SR
@L%@“ﬁﬁigﬁ4&°
(3)'&73\44_‘/’113‘*’;ﬂ§“£?7"'T}iﬁ”/ Kﬁi*’*y)ﬁ’sl.ﬂ-p
m@%“’”égwﬁﬁ BH e A TRERTIF A

FReE L HL &
@“*é%f?Q%fiiiéﬁrménﬂ?%g“w,
F4*fﬁﬁiﬁfﬁé$iﬁ%ﬁfigwyg,@$
FRERTIF AFREYT L H2 &
GIRRE Az FaRgiFr ph2wimne 2L 52 F LR
2 ERAR S A FRERTIF AL A H 2 KA

2714 ZEREF
DMirZ2HFFERIEAZFEFLEFREE > REZE L AT
PR S
@)k 22 ARG R A TLAR 0 B s Rl
T —
(@) r2 3 10 e~ b 2 AR A HEE S H- o £ 4 H
F}zf’g‘ 3

— 211 —



Reserve Bank of New Zealand Act 1989

(b) in the case of coins of a denomination of $1 or more but less than $10,
for the payment of any amount not exceeding $100:

(c) inthecase of coins of the denomination of 5 cents or more, but lessthan
$1, for the payment of an amount not exceeding $5:

(d) in the case of any coins of the denomination of less than 5 cents, for the
payment of an amount not exceeding 20 cents.

(3) The references to coins and bank notes in subsections (1) and (2) do not
include references to coins and bank notes that have been calledin.

28 Defacing bank notes

(1) No person shall, without the prior consent of the Bank, wilfully deface,
disfigure, or mutilate any bank note.

(2) No person who is a party to the defacement, disfigurement, or mutilation of
any bank note, shall—
(a) pay away; or
(b) part with; or
(¢) putin circulation; or
(d) demand payment of; or
(e) deposit or offer to deposit in any bank,—
that bank note.

(3) Every person who contravenes subsection (1) or subsection (2) commits an
of-fence against this Act and isliable on conviction to a fine not exceeding
$1,000.

29 Making or issuing of other bank notes or coins

(1) No person shall make or issue any bank note or coin, other than a bank note
or coin issued under this Act.

(2) Every person who contravenes subsection (1) commits an offence against
this Act and shall be liable on conviction,—
(@) inthe case of anindividual, to imprisonment for aterm not exceeding 3

years or to afine not exceeding $100,000:

(b) inthe case of abody corporate, to afine not exceeding $300,000.

30 Reproduction or imitation of currency

(1) No person shall, without the prior consent of the Bank,—
(a) make, design, engrave, print, or reproduce; or
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(b) use, issue, or publish—
any article or thing resembling a bank note or coin or so nearly
resembling or having such a likeness to a bank note or coin as to be
likely to be confused with or mistaken for it.
(2) Every person who contravenes subsection (1) commits an offence against
thisAct.
(3) Where a person is convicted of an offence against subsection (2), the court
may order—
(a) thearticle or thing:
(b) any copy of it:
(c) any plates, blocks, dies, and other instruments used or capable of being
used for printing or reproducing it—
in the possession of that person to be destroyed.

Other functions and powers

31 Bank to act as lender of last resort

The Bank shall, if the Bank considersit necessary for the purpose of maintain-
ing the soundness of the financia system, act as lender of last resort for the fi-
nancial system.

32 Bank may provide settlement account services
The Bank may provide settlement account servicesfor financial institutions on
such terms and conditions as may be determined by agreement.

33 Policy advice

(1) On request by the Minister, the Bank must provide advice to the Minister on
any matter specified in the request that is connected with the functions of
the Bank.

(2) A request may not be made under subsection (1) that may limit the Bank in
ex-ercising its primary function in section 8.

(3) The Bank may also provide advice to the Minister, at any time, on any
matters or subjects within the responsibility of the Bank.

34 Government banking business

(1) Subject to the Public Finance Act 1989, the Bank may, in accordance with
an agreement with the Minister, undertake all or part of the banking business
of the Government.
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(2) Any such agreement may provide for the Bank to charge for the provision
of banking services.

35 Financial products registry services
(1) The Bank may provide financial products registry services for any person
including services in connection with—
(a) the issue, registration, exchange, transfer, or replacement of financial
products:
(b) the calling and acceptance of tenders for financial products:
(c) the making or receiving of payment in respect of any financial product.
(2) Financial productsregistry services may be provided for such remuneration,
and on such terms and conditions, asmay be agreed by the Bank and the per-
son for whom they are provided.

36 Bank may require financial institution to supply information

(1) For the purposes of enabling the Bank to carry out thefunctionsand exercise
the powers conferred on it by this Part, the Bank may, from time to time, by
notice in writing to any financial institution, or by notice in the Gazette
applying to any specified class of financial institutions, require the
ingtitution or, as the case may be, institutions of that class, to supply to the
Bank such information and data relating to the business of the institution or
ingtitutions of that class for such periods, and in such form, as may be
specified in the notice.

(2) Without limiting subsection (1), a notice may require information and data
to be supplied relating to the assets and liabilities, income and expenditure
(including interest rates charged and payable), fees and charges, obligations
and commitments, and risk exposures of, and classes of transactions entered
into by, that institution or class of institutions and any associated person and,
where specified, in consolidated form, in respect of business carried on in
New Zealand or elsewhere and whether as principal, broker, agent, or
intermediary.

(3) A notice given pursuant to this section may, by a subsequent notice, be re-
voked, varied, or amended by the Bank.

(4) Information and data required to be supplied pursuant to this section shall
be supplied to the Bank at such place in New Zealand and at such time as
are specified in the notice.

(5) A financial institution shall not be required to supply data or information
under this section relating to the affairs of a particular customer or client.
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(6) Sections 156G to 1561 and 156J (2)(c) and (d) (which relate to the
publication or disclosure of information or data supplied to the Bank)
apply with all necessary modifications in respect of information and data
supplied to the Bank under this section as if for each reference to section
156C in sections 156G (1) and (3) and 156J (2)(c) there were substituted a
reference to section 36.

37 Failure to supply information
Every financial institution commits an offence against this Act if, without law-
ful justification or excuse, it—
(a) failsto comply inany respect with any of the provisions of section 36 or
of any requirements of the Bank under that section; or
(b) supplies any information or data which it is required to supply under
section 36 which isfalse or misleading in any material particular.

38 Requirement that information be audited

(1) Where the Bank believesthat any information or data supplied by afinancial
institution pursuant to section 36 is, or may be, inadequate or inaccurate, it
may, by notice in writing to that financial ingtitution, require that
information or datato be audited by an auditor approved by the Bank.

(2) Every financial institution commits an offence against this Act if, without
lawful justification or excuse, it fails to comply with a requirement under
subsection (1).

39 Powers

Without limiting section 5 or any other provision of this Act, the Non-bank De
posit Takers Act 2013, or the Insurance (Prudential Supervision) Act 2010, the
Bank has power, whether in New Zealand or elsewhere, to—

(a) carry on the business of banking:

(b) issuefinancial products:

(c) give afixed or floating charge over al or any part of the undertaking or
property of the Bank:

(d) if the Bank ceasesto carry out any function, make provision, whether or
not it isin the Bank's interest to do so, for the benefit of employees of
the Bank, or former employees, or their dependants:

(e) enter into agreements or arrangements and obtain assurances necessary
or desirable for carrying out its functions and exercising its powers:

— 218 —

6)% 156G i% 3 % 156l ix 2 % 156J ,i $ ()7 % (C0)F%e % @d)
F(FHBEES AFZ2FARLAFTHLOFNHE ) 254
T E AT RAFZRETIRES AFLFHSFTH
7 »Lr ZE MBI heRE = A% 156G iE % (1)38 27 % (3)7
RS 156J EH Q) R(C)EZHE E 2% 156C iF > ¢ ozd &
2 % 36iENz o

374 ARBAR

B pipicR 2 B2 4 ALY 5 TN BER
2RI~

(@) %ﬁﬁ 5 3B iEz ERR TN ANFTRIZENTZIPE

M-

(b) HEZF BFELFHEZ ERFTANTH > § £+ 7
FEFE
%384 EMEHZER
Mg ~74 T 2RBHEESY b6 FrrhkL iz s g
TR LARG B @FE el i e il 0 J A

FPT AR R AT RS T
2) & ﬁﬁﬁﬁﬁ_&rm et BRI S L VRS

hiEF AEZH T

© $hirzor] fEie RS PAT LA TS

d deriTZAHETE S AFHED T ERE f{faﬁ%‘wﬁ; IR
AELBAF AR BAF AELRE LI FRE
bi o

(@Fﬁmiﬁ%ﬁﬁﬁﬁﬁJ’ﬁégﬁﬁﬁiﬁ&ﬁw

— 219 —



Reserve Bank of New Zealand Act 1989

(f) carry on any business or exercise any powers, not inconsistent with any
other function of the Bank, which can be conveniently carried on, or
exercised in conjunction with its functions and the exercise of its
powers.

Part 3
Management of Reserve Bank

Governor and Deputy Governor

40 Governor

(1) There shall be a Governor of the Bank who shall be appointed by the
Minister on the recommendation of the Board.

(2) The Governor shall be the Chief Executive of the Bank.

41 Duties of Governor

(DIt is the duty of the Governor to ensure that the Bank carries out the
functions imposed on it by—
(a) thisAct; and
(b) the Anti-Money Laundering and Countering Financing of Terrorism Act

2009; and

(c) the Insurance (Prudential Supervision) Act 2010; and
(d) the Non-bank Deposit Takers Act 2013.

(2) The Governor hasthe authority, in the performance of those functions, to act
in relation to all matters that are not required, by any Act referred to in
subsection (1), to be dealt with by the Board.

42 Conditions of employment of Governor

(1) The Governor shall be appointed for a term of 5 years and may be
reappointed for afurther term or terms, each of up to 5 years.

(2) The conditions of employment of the Governor, including remuneration,
shall be—
(a) determined by agreement between the Minister and the Governor after

consultation with the Board; and

(b) tabled at the first Board meeting after they are agreed.

(3) No condition of the agreement shall have effect if it isinconsistent with the
Bank'sfunctionsor limits or preventsthe Governor from ensuring that those
functions are carried out.

43 Deputy Governor

(1) There shall be either 1 Deputy Governor or 2 Deputy Governors of the Bank
who shall be appointed by the Board on the recommendation of the
Governor.
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2)If 2 Deputy Governors are appointed, the Board shal, on the
recommendation of the Governor, designate 1 of them as the Deputy Chief
Executive of the Bank.

(3) Subject to this Act, the Deputy Governor or Deputy Governors, as the case
may be, shall perform such duties and functions as are determined by the
Governor.

44 Conditions of employment of Deputy Governor

(1) The Deputy Governor or Deputy Governors, asthe case may be, shall be ap-
pointed for aterm of 5 years and may be reappointed for a further term or
terms, each of up to 5 years.

(2) The conditions of employment, including remuneration, of the Deputy
Governor or Deputy Governors, shall be determined by the Board and shall
specify the grounds on which the Governor may recommend that the
Deputy Governor may be removed from office by the Board.

45 Removal of Deputy Governor from office

(1) The Board may, on the recommendation of the Governor, remove any
Deputy Governor from office.

(2) A recommendation under subsection (1) may be made only on the grounds
specified for that purpose in the conditions of employment of the Deputy
Governor to whom the recommendation relates.

46 Disqualification of Governor and Deputy Governor
(1) No person shall be appointed or reappointed, or continue to hold office, as
Governor, Deputy Governor, or a Deputy Governor, if that person—
(a) isamember of Parliament; or
(b) isan employee of aregistered bank or of alicensed NBDT asdefined in
the Non-bank Deposit Takers Act 2013 or of alicensed insurer; or
(c) is 70 years of age or over; or
(d) is a chief executive of a Government department or an employee of a
Government department, appointed under the State Sector Act 1988; or
(e) isabankrupt who has not obtained a final order of discharge, or whose
order of discharge has been suspended for aterm not yet expired, or is
subject to a condition not yet fulfilled; or
(f) isapersonwho is convicted of any offence punishable by imprisonment
for aterm of 2 years or more; or
(8) isapersonwho is convicted of any offence punishable by imprisonment
for aterm of lessthan 2 years and is sentenced to imprisonment for that
offence; or
(h) [Repealed]
(i) [Repealed]
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(j) isprohibited from being adirector or promoter of, or being concerned or
taking part in the management of, an incorporated or unincorporated
body under the Companies Act 1993, or the Financial Markets Conduct
Act 2013, or the Takeovers Act 1993.

(k) [Repealed]

(2) The Governor, the Deputy Governor, or aDeputy Governor, asthe case may
be, shall be deemed to have resigned officeif that person is prohibited from
continuing to hold office under this section.

47 Incapacity of Governor and Deputy Chief Executive

(1) In the case of the absence or incapacity of the Governor, the Deputy Chief
Executive shall have al the duties, responsibilities, and functions of the
Governor under this Act and may exercise al the powers of the Governor
under this Act or the Non-bank Deposit Takers Act 2013.

(2) In the case of the absence or incapacity of the Governor and the Deputy
Chief Executive, the Minister shall, on the recommendation of the Board,
appoint—

(a) adirector of the Bank; or
(b) an officer of the Bank—
to act as Governor.

(3) If the Minister is unable to make an appointment under subsection (2) by rea-
son of the fact that, in the circumstances, it isimpracticable for ameeting of
the Board to be held, the Minister shall appoint—

(a) adirector of the Bank; or
(b) an officer of the Bank—
to act as Governor for a period not exceeding 28 days.

(4) The person appointed to act as Governor shall, so long as the appointment
continues, have all the duties, responsibilities, and functions of the
Governor under this Act and may exercise al the powers of the Governor
under this Act or the Non-bank Deposit Takers Act 2013.

(5) While any of thefollowing personsis acting as Governor in accordance with
this section, he or she must be taken to be a director of the Bank:

(a) the Deputy Chief Executive:
(b) a person appointed to act as Governor, but who is not a director of the
Bank.

48 Vacancy in office of Governor

(1) If the office of Governor becomes vacant, the Minister shall, on the
recommendation of the Board, appoint—
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(a) adirector of the Bank; or

(b) an officer of the Bank; or

(c) any other person—
to act as Governor for a period not exceeding 6 months or for the
remainder of the Governor's term, whichever isless.

(2) Pending the appointment of a person to act as Governor under subsection
(1), the Deputy Chief Executive shall act as Governor for aperiod of 28 days
or until aperson is appointed under that subsection, whichever isless.

(3) The person appointed to act as Governor or the Deputy Chief Executive, as
the case may be, shall, so long as that person acts as Governor, have all the
duties, responsibilities and functions of the Governor under this Act and
may exercise all the powers of the Governor under this Act.

(4) A person who is appointed to act as Governor under this section, but who is
not adirector of the Bank, shall, while acting as Governor, be deemed to be
adirector of the Bank.

49 Removal of Governor from office
(1) The Governor-General may, by Order in Council, on the advice of the
Minister, remove the Governor from office.
(2) The Minister may tender advice under subsection (1) if the Minister is satis-
fied—
(a) that the Bank is not adequately carrying out its functions; or
(b) that the Governor has not adequately discharged the responsihilities of
office; or
(c) that the Governor has obstructed, hindered, or prevented the Board from
discharging its responsibilities under this Act; or
(d) that the performance of the Governor in ensuring that the Bank achieves
the policy targets fixed under section 9 or section 12 (7)(b) has been
inadequate; or
(e) that, inacasewhere section 9 (2) or subparagraph (i) or subparagraph (ii)
of section 12 (7)(b) applies, the Minister and the Governor have not been
able, within the time prescribed, to agree on new policy targets; or
(f) that a policy statement made pursuant to section 15 isinconsistent in a
material respect with the Bank's primary function or any policy target
fixed under section 9 or section 12 (7)(b); or
(8) that the resources of the Bank have not been properly or effectively
managed; or
(h) that the Governor, except as provided in his or her conditions of
employment, has, while holding office as Governor,—
(i) held any other office of profit; or
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(i) engaged in any other occupation for reward; or
(i) had an interest in a registered bank or a licensed NBDT as
defined in the Non-bank Deposit Takers Act 2013 or a licensed
insurer; or
(iv) had aninterest in a bank carrying on business outside New Zea-
land; or
(i) that the Governor is unable to carry out the responsibilities of office, or
has been guilty of serious neglect of duty or misconduct.
(3) The Minister may tender advice under this section whether or not the Board
has made a recommendation under section 53 (3) that the Governor be
removed from office.

50 Removal of Deputy Governor from office by Order in Council

(1) The Governor-General may, by Order in Council, on the advice of the
Minister, remove the Deputy Governor or a Deputy Governor from office.

(2) The Minister may tender advice under subsection (1) if the Minister is
satisfied that the Deputy Governor—

(a) [Repealed]
(b) has been guilty of misconduct; or
(c) has abstructed, hindered, or prevented the Governor from discharging
the responsihilities of the Governor under this Act; or
(d) except as provided in his or her conditions of employment, has, while
holding office as Deputy Governor,—
(i) held any other office of profit; or
(i) engaged in any other occupation for reward; or
(i) had an interest in a registered bank or a licensed NBDT as
defined in the Non-bank Deposit Takers Act 2013 or a licensed
insurer; or
(iv) had an interest in a bank carrying on business outside New
Zedland.

(3)If a person who holds office as the Deputy Governor or as a Deputy
Governor isremoved from office under this section, that person shall, unless
that person's conditions of employment provide for that person to cease to
be employed as an officer of the Bank in the event of removal from office
of Deputy Governor under this section, continue to be employed by the
Bank.

51 Delegation

(1) The Governor may, at any time, delegate to the Deputy Chief Executive any
of the Governor's functions and powers including the power of delegation
under subsection (2).
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(2) The Governor may, at any time, delegate any of the Governor's functions
and powers—

(a) if there is more than 1 Deputy Governor of the Bank, to the Deputy
Governor who is not the Deputy Chief Executive:
(b) to any officer of the Bank.

(3) Thefact that the Deputy Chief Executive exercises any powers or functions
of the Governor shall be conclusive proof of the authority to do so, and no
person shall be concerned to inquire whether the occasion for doing so has
arisen or has ceased.

(4) A Deputy Governor who is not the Deputy Chief Executive and any officer
of the Bank who purports to act pursuant to any delegation under this
section shall, in the absence of proof to the contrary, be presumed to be
acting in accordance with the terms of the delegation.

(5) Subject to any general or specia directions given or conditions attached by
the Governor, any person to whom any powers or functions are delegated
under this section may exercise them in the same manner and with the same
effect asif they had been conferred directly by this Act or under any of the
following Acts, and not by delegation:

(a) the Anti-Money Laundering and Countering Financing of Terrorism Act
20009:

(b) the Insurance (Prudential Supervision) Act 2010:

(c) the Non-bank Deposit Takers Act 2013.

(6) A delegation under this section may be revoked at any time.

(7) A delegation of any power or function under this section shall not prevent
the exercise of the power or function by the Governor.

(8) Any such delegation, until it is revoked, shall continuein force according to
its tenor, notwithstanding that the Governor who made it may have ceased
to hold office.

(9) To avoid doubt, the Governor's functions and powers include his or her
functions and powers under the following Acts:

(a) the Anti-Money Laundering and Countering Financing of Terrorism Act
20009:

(b) the Insurance (Prudential Supervision) Act 2010:

(c) the Non-bank Deposit Takers Act 2013.

Board of directors
52 Board of directors
There shall be aboard of directors of the Bank.
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53 Duties of Board
(1) Subject to this Act, the Board of the Bank shall —

(a) keep under constant review the performance of the Bank in carrying out
(i) itsprimary function; and
(i) its functions relating to promoting the maintenance of a sound

and efficient financial system; and
(ili) its other functions under this Act or any other enactment:

(b) keep under constant review the performance of the Governor in
discharging the responsihilities of that office:

(c) keep under constant review the performance of the Governor in ensuring
that the Bank achieves the policy targets agreed to with the Minister
under section 9 or section 12 (7)(b);

(d) determine whether policy statements made pursuant to section 15 are
consistent with the Bank's primary function and the policy targets agreed
to with the Minister under section 9 or section 12 (7)(b):

(e) keep under constant review the use of the Bank's resources.

(2) The Board may give advice to the Governor on any matter relating to the
performance of the Bank's functions and the exercise of its powers.
(3)If the Board is satisfied—

(a) that the Bank is not adequately carrying out its functions; or

(b) that the Governor has not adequately discharged the responsibilities of
that office; or

(c) that the performance of the Governor in ensuring that the Bank achieves
the policy targets fixed under section 9 or section 12 (7)(b) has been
inadequate; or

(d) that a policy statement made pursuant to section 15 is inconsistent in a
material respect with the Bank's primary function or any policy target
fixed under section 9 or section 12 (7)(b); or

(e) that the resources of the Bank have not been properly or effectively
managed; or

(f) that the Governor, except as provided in his or her conditions of
employment has, while holding office as Governor,—

(i) held any other office of profit; or

(i) engaged in any other occupation for reward; or

(i) had an interest in a registered bank or a licensed NBDT as
defined in the Non-bank Deposit Takers Act 2013 or a licensed
insurer; or
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(v) had an interest in a bank carrying on business outside New
Zedand; or
(8) that the Governor is unable to carry out the responsibilities of office, or
has been guilty of serious neglect of duty, or has been guilty of miscon-
duct,—
the Board shall advise the Minister in writing and may recommend to the
Minister that the Governor be removed from office.

53A Board must prepare annual report

(1) The Board must prepare, for each financial year, a report setting out the
Board's assessment of the matters referred to in section 53 (1).

(2) The report must—
(a) besigned by the chairperson and 1 other non-executive director; and
(b) be delivered to the Minister within 3 months after the end of the finan-

cial year.

(3) The report stands referred, by virtue of this section, to the House of

Represen-tatives.

54 Membership of Board
(1) The Board must consist of —
(@) not lessthan 5, and not more than 7, non-executive directors appointed
by the Minister; and
(b) the Governor.
(2) The appointment of every non-executive director must be notified in the
Gazette.
(3) The Governor is the only person employed in the service of the Bank who
may be adirector of the Bank.
(4) The validity of any act of the Board is not affected by—
(a) any vacancy in its membership; or
(b) any defect in the appointment of adirector; or
(c) thefact that any non-executive director is disqualified from appointment
under section 58.
(5) Subsection (3) is subject to sections 47 and 48.

55 Term of office of non-executive directors

(1) Except as provided in subsection (2) and in sections 57 to 59, every
nonexecutive director shall hold office for aterm of 5 years.

(2) Thefirst non-executive directors of the Bank appointed under this Act shall
be appointed for terms, not exceeding 5 years, which ensure that not more
than 2 of those directorsretire in the same year.
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(3) A non-executive director may from time to time be reappointed.
(4) A non-executive director may at any time resign office by notice in writing
to the Minister.

56 Considerations affecting appointment of non-executive directors
In considering the appointment or reappointment of a person to the office of
non-executive director of the Bank, the Minister shall have regard, in relation
to that office, to—
(a) that person’'s knowledge, skill, and experience; and
(b) thelikelihood of any conflict between the interests of the Bank and any
interests which that person has or represents.

57 Extraordinary vacancies

(1) If a non-executive director dies, or resigns or is removed from office, that
office shall become vacant and the vacancy shall be deemed to be an
extraordinary vacancy.

(2) A non-executive director shall be deemed to have resigned office if that
director—
(a) is prohibited by section 58 from holding office as a director; or
(b) fails, without the Board's consent, to attend 3 consecutive meetings of

the Board.

(3) The manner of filling an extraordinary vacancy shall be the manner
prescribed by section 54.

(4)A person who is appointed to fill an extraordinary vacancy shall be
appointed for the residue of the term of the vacating director.

58 Disqualification of non-executive directors
No person shall be appointed, or reappointed, to the office of non-executive
director of the Bank, or hold that office, if that person—
(a) isamember of Parliament; or
(b) is an employee of aregistered bank or a licensed insurer or a licensed
NBDT (as defined in the Non-bank Deposit Takers Act 2013); or
(c) is abankrupt who has not obtained a final order of discharge, or whose
order of discharge has been suspended for a term not yet expired, or is
subject to a condition not yet fulfilled; or
(d) isapersonwho is convicted of any offence punishable by imprisonment
for aterm of 2 years or more; or
(e) isapersonwho isconvicted of any offence punishable by imprisonment
for aterm of lessthan 2 years and is sentenced to imprisonment for that
offence; or

(f) [Repealed]
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(©) [Repealed]

(h) isprohibited from being adirector or promoter of, or being concerned or
taking part in the management of, an incorporated or unincorporated
body under the Companies Act 1993, or the Financial Markets Conduct
Act 2013, or the Takeovers Act 1993.

(i) [Repealed]

59 Removal from office of non-executive directors
(1) The Governor-General may, by Order in Council, on the advice of the
Minister, remove a non-executive director of the Bank from office.
(2) The Minister may tender advice under subsection (1) if the Minister is
satisfied that the director—
(a) isunable, or has failed, to perform the duties of a director of the Bank
under this Act; or
(b) has been guilty of misconduct; or
(¢) has obstructed, hindered, or prevented the Governor from discharging
the responsibilities of the Governor under this Act.

59A Chairperson of Board
(1) The non-executive directors of the Bank must appoint 1 of their number, by
majority vote, to be chairperson of the Board.
(2) A chairperson holds that office for aterm of 12 months unless he or she—
(a) resigns from that office; or
(b) isremoved from that office, at any time, by a majority vote of the non-
executive directors; or
(c) ceasesto be anon-executive director.
(3) A chairperson whose term of office has expired—
(a) is€ligible for reappointment so long as he or she continues to be a non-
executive director; and
(b) continuesto hold that office until a successor is appointed.
(4) A vacancy in the office of chairperson must be filled as soon as practicable
in the manner set out in subsection (1).

60 Meetings of Board

(1) The Board may meet as often as necessary, but must meet at least 6 times
each financial year.

(2) The chairperson, or any 2 directors, may, at any time, call a meeting of the
Board.

(3) At any meeting of the Board, the quorum necessary for the transaction of
businessis 4 directors.
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(4) All questions arising at any meeting of the Board that cannot be resolved by
consensus must be decided by a mgjority of the votes cast by the directors
present.

(5)If avote is tied, the chairperson or, if the chairperson is not present, the
director presiding at the meeting has a casting vote.

(6) Subject to this Act, the Board may regulate its own procedure.

60A Teleconference meeting
A resolutionisasvalid and effectual asif it had been passed at a meeting of the
Board duly called and constituted if —
(a) atelephone or video conference of at least 4 directorsis held; and
(b) notice of the conference has been given under section 60B and all
reasonabl e efforts have been made to enable every director to participate
in the conference; and
(c) each director who participates in the conference is able to individually
express his or her views, and vote, on any question arising during the
meeting; and
(d) the resolution is assented to by a majority of the directors participating
in the conference.

60B Directors to be notified of meetings

(1) The person or persons calling a meeting must ensure that each director is
given—

(a) at least 2 days notice of ameeting; or
(b) if ameeting isto be convened as a matter of urgency, reasonable notice
of the mesting.

(2) The notice must—

(a) indicate the business to be transacted at the meeting; and
(b) be given in writing or, if the director to whom the notice is to be given
agrees, orally.

(3)A notice in writing may be given by personal delivery, by post, or by
electronic transmission (for example, by fax or email).

(4)At a meeting of the Board, any director may, with the leave of the
chairperson or the mgjority of the directors present, raise any matter for the
consideration of the Board, even though that matter has not been included
in the notice of meeting under subsection (2)(a).

(5) For the purposes of subsection (1), it is enough if the person or persons
calling a meeting made all reasonable efforts to ensure each director was
given the notice by the time required under that subsection.
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60C Who presides at meetings of Board

(1) At al meetings of the Board, the chairperson presidesif he or sheis present
and willing to do so.

(2) The non-executive directors present must appoint 1 of their number to bethe
chairperson for the meeting if —
(a) the chairperson is not present; or
(b) thereis no chairperson; or
(c) the chairperson is present, but is unwilling or unable to preside.

(3) The person appointed under subsection (2) has and may exercise al the
powers, duties, and functions of the chairperson for the purposes of that
meeting.

61 Directors to disclose interests
(1)A director who is interested in a contract or proposed contract with the
Bank, or in the exercise or proposed exercise by the Bank of a power, shall
declare that interest at every meeting of the Board at which that contract or
proposed contract, or the exercise or proposed exercise of the power, is
considered by the Board.
(2)A director who is interested in a contract or proposed contract or in the
exercise or proposed exercise of a power—
(a) is not entitled to vote on a resolution that relates to the contract or
proposed contract or the exercise or proposed exercise of the power:
(b) shall not be counted for the purpose of determining whether aquorum s
present when—
(i) the contract or proposed contract or the exercise or proposed
exercise of the power is considered by the Board; or
(i) aresolution relating to the contract or proposed contract or the
exercise or proposed exercise of the power is voted on.

62 Committees

(1) The Board may, from time to time, appoint committees of 1 or more
directors and may delegate any of its functions and powers, except this
power of delegation, to such committees.

(2) The Board may from time to time—
(a) discharge, alter, or reconstitute a committee; or
(b) discharge amember of a committee and appoint another member in that

member's place.
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(3) Subject to any direction given by the Board, the functions and powers dele-
gated to acommittee may be performed or exercised with the same effect as
if they had been conferred by this Act and not by delegation.

(4) A committee purporting to act under delegation shall, in the absence of
proof to the contrary, be presumed to be acting in accordance with the
delegation.

(5) A delegation may be revoked by the Board at any time.

(6) A delegation does not prevent the Board from performing or exercising its
functions and powers.

(7)A delegation to a committee shall continue in force even though the
membership of the Board or the committee changes.

(8) Subject to this Act and to any directions given by the Board, a committee
may regulate its own procedure.

63 Fees and expenses of non-executive directors

(1) The Bank shall pay the non-executive directors such fees as the Minister,
after considering any recommendation by the Board, determines.

(2) The Bank shall pay the non-executive directors travelling and other
expenses incurred in carrying out their duties.

Part 4
Use of words'bank’, 'banker’, and '‘banking'

Limit on use of restricted words in name or title
64 Limit on use of restricted words in name or title
(1) No person may—
(a) beformed, incorporated, or registered using aname or title that includes
arestricted word; or
(b) change a person's name or title to a name or title that includes a restric-
ted word; or
(c) carry on any activity directly or indirectly in New Zealand (whether
through an agent or otherwise) using a name or title that includes a re-
stricted word.
(2) Subsection (1) does not apply to—
(a) the Bank; or
(b) aregistered bank; or
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(c) any personwho isauthorised by the Bank under section 65 to use aname
or title that includes a restricted word but only to the extent that the
person is acting within the scope of that authorisation; or

(d) any person who is exempted under section 66 but only to the extent that
the person is acting within the scope of that exemption.

(3) Despite subsection (2)(b), a registered bank must not use, without an
authorisation from the Bank under section 65 (1)(e), a name or title that
includes a restricted word in respect of a managed investment scheme of
which the registered bank is a supervisor or a manager within the meaning
of section 6 (1) of the Financial Markets Conduct Act 2013.

(4) Subsection (2)(b) does not extend to a person carrying on any activity by
means of, or through the agency of, a registered bank.

(5) A person commits an offence if the person contravenes this section.

(6) The penalty for an offence against this section is set out in section 66M.

(7) In this section (except subsection (1)(a) to (¢)) and sections 65 and 66, use, in
relation to arestricted word, means act in amanner prohibited by subsection
(1)(a) to (c) (as the context requires).

65 Bank may authorise use of restricted words in name or title
(1) The Bank may authorise any of the following persons to use a name or title
that includes a restricted word:
(a) a person licensed or registered as a bank in a country other than New
Zealand:
(b) aclassof personslicensed or registered as banksin a country other than
New Zealand:
(c) a person that is formed, incorporated, or registered to represent the
interests of —
(i) any registered bank; or
(i) any person connected with a registered bank:
(d) an associated person of aregistered bank:
(e) a registered bank or an associated person of a registered bank that
intends to use aname or title that includes a restricted word in respect of
a managed investment scheme of which the registered bank or the
associated person is a supervisor or a manager within the meaning of
section 6 (1) of the Financial Markets Conduct Act 2013:
(f) aperson that isnot afinancial institution.
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(2)In the case of an authorisation under subsection (1)(a), the Bank must—
(a) givethe authorisation by notice in writing to the person; and
(b) impose both of the following conditions:
(i) the condition that the person use a particular name or title
approved by the Bank; and
(ii) the condition that the person carry onin New Zealand only those
activities specified by the Bank in the notice.

(3)In the case of an authorisation under subsection (1)(b), the Bank must—

(a) givethe authorisation by notice in the Gazette ; and

(b) impose the condition that each member of the class of personscarrieson
in New Zealand only those activities specified by the Bank in the notice
in the Gazette in respect of the class to which that member belongs.

(4) In the case of an authorisation under subsection (1)(c) to (f), the Bank must—
(a) givethe authorisation by notice in writing to the person; and
(b) impose the condition that the person uses a particular name or title

approved by the Bank.

(5) Nothing in subsections (2) to (4) prevents the Bank from imposing any other
conditions to the authorisation that it thinks fit.

(6) The Bank may, at any time, revoke an authorisation, or vary or remove a
condition of an authorisation, or add a condition of an authorisation, by,—
(@) in the case of an authorisation that relates to a person, notice in writing

to the person; or
(b) inthe case of an authorisation that relates to a class of persons, noticein
the Gazette.

(7) Any authorisation given under this section applies to any other person (for
example, the Registrar of Companies), but only to the extent that the acts of
that person are necessary to alow the person to whom the authorisation is
given to have the benefit of that authorisation.

66 Certain persons exempt from application of section 64
Nothing in section 64 (1) appliesto a person using aname or title that includes
arestricted word if—
(a) the restricted word signifies a geographic place name or the name of a
natural person; and
(b) the name or titleis not used in respect of afinancial institution, or could
not reasonably be mistaken for the name or title of afinancia institution.
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66A Application of Companies Act 1993
Nothing in sections 65 and 66 affects or limits the following sections of the
Companies Act 1993:
(a) sections 20 to 24 (which relate to company names):
(b) section 333 (which relates to the reservation of the name of an overseas
company).

Limit on use of restricted words in advertisement
66B Limit on use of restricted words in advertisement
(1) No specified person may use a restricted word in any advertisement unless
the advertisement contains a statement that complies with subsection (2).
(2) The statement must—
(a) state that the specified person is not aregistered bank; and
(b) be communicated in a manner that ensures, as far as is reasonably
practicable, that the statement attracts the attention of the persons to
whom the advertisement is directed.
(3) A specified person commits an offence if the specified person contravenes
this section.
(4) The penalty for an offence against this section is set out in section 66M.
(5) In this section and sections 66D and 66M,—
advertisement —
(a) means any thing used to promote—
(i) theinterests of a specified person; or
(ii) the services or products of that person; and
(b) includes atrade mark of a specified person; but
(c) does not include the name or title of a specified person
specified person means a person that—
(a) isafinancial institution; and
(b) isnot aregistered bank.

Powers of Bank in relation to use of restricted words

66C Power to obtain information

(1) If the Bank believes or has reasonable grounds for believing that there has
been a contravention of section 64 or section 66B, the Bank, for the purpose
of determining whether there has been a contravention of either of those
sections, may, by notice in writing, require any person to—
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(a) produce to the Bank a document in the person's possession, custody, or
control:

(b) supply the Bank with information or an explanation about any
information.

(2) The Bank may exercise the power in subsection (1) only if the Bank has
reasonable cause to believe that the person may have information or
documents relevant to the purpose of that subsection.

(3) A person to whom anotice is given must comply with the notice within the
period of time specified by the Bank (which period must be reasonable in
the circumstances).

(4) A person commits an offence if, without lawful justification or excuse, the
person fails to comply with this section.

(5) The penalty for an offence against this section is set out in section 66M.

66D Power to require change of name, etc

(1) If the Bank is satisfied on reasonable grounds that a person has contravened,
or is contravening, section 64 or section 66B, it may, by notice in writing,
require that person to—

(a) changethat person's name or title to aname or title that does not include
arestricted word:

(b) cease using arestricted word in an advertisement:

(c) cease carrying on any activity using a name or title that includes a
restricted word.

(2) The Bank may require any person to whom a notice is given to supply the
Bank with information or documents that may be necessary for the Bank to
verify that the notice has been complied with.

(3) A person must comply with a requirement of the Bank under this section
within the period of time specified by the Bank (which period must be
reasonable in the circumstances).

(4) A person commits an offence if the person fails to comply with this section.

(5) The penalty for an offence against this section is set out in section 66M.

66E Power to appoint person to enter and search premises
(1) This section appliesif the Bank has reasonable cause to believe—
(a) that any information or documents supplied to the Bank under section
66C or section 66D (2) arefalse or misleading in amaterial particular; or
(b) that a person has failed to comply with any requirement to supply
information or documents under section 66C or section 66D (2).
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(2)If this section applies, the Bank may appoint, in writing, any suitably
qualified person to enter and search any premises.

(3) A person appointed under subsection (2) may—

(a) inspect, remove, and take copies of any documents relating to the use of
a restricted word that may be in the possession, custody, or control of
any person; and

(b) if necessary, require the reproduction in usable form of any information
recorded or stored in those documents.

(4) A person commits an offence if, without lawful justification or excuse, the
person hinders, obstructs, or delays the conduct of any search by a person
appointed under subsection (2).

(5) The penalty for an offence against this section is set out in section 66M.

66F Requirements on entering and searching premises

(1) A person appointed under section 66E (2) must not enter and search any
premises, or inspect, remove, or take copies of any documents in the
possession, custody, or control of any person, or require the reproduction in
usableform of any information recorded or stored in any documents, unless—
(a) the occupier of the premises, or the person who has possession, custody,

or control of the documents, agrees; or
(b) the person appointed under section 66E (2) obtains a warrant under
section 66l.

(2) A person authorised to enter and search any premises under awarrant must,
on first entering those premises and, if requested, at any subsequent time,
produce—

(a) evidence of that person's authority to enter the premises; and
(b) evidence of that person's identity.

66G Confidentiality of information or documents

(1) This section applies to information or documents supplied or disclosed to,
or obtained by, the Bank for the purposes of, or in connection with, the
exercise of powers conferred by this Part.

(2) The Bank, any officer or employee of the Bank, or a person appointed under
section 66E (2) must not publish or disclose any information or documents
to which this section applies except—

(a) with the consent of the person to whom the information relates or of the
person to whom the information is confidential; or
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(b) totheextent that theinformation isavailableto the public under any Act,
including the Officia Information Act 1982, or is otherwise publicly
available; or

(c) for the purposes of, or in connection with, the exercise of powers
conferred by this Part; or

(d) in connection with any investigation or inquiry (whether or not prelimin-
ary to any proceedings) in respect of, or any proceedings for, an offence
against this Act or any other Act; or

(e) toany central bank, authority, or body in any other country that exercises
functions that correspond with, or are similar to, those conferred on the
Bank under this Act or under the Non-bank Deposit Takers Act 2013 for
the purposes of the exercise by that central bank, authority, or body of
those functions; or

(f) toany person who the Bank is satisfied has a proper interest in receiving
the information.

(3) The Bank, any officer or employee of the Bank, or a person appointed under
section 66E (2) must not publish or disclose any information or documents
under subsection (2)(e) or (f) unless the Bank is satisfied that satisfactory
provision exists to protect the confidentiality of that information or those
documents.

(4) A person referred to in subsection (5) commits an offence if the person
contravenes this section.

(5) The persons are—

(a) any officer or employee of the Bank; or

(b) aperson appointed under section 66E (2).

(6) The penalty for an offence against this section is set out in section 66M.

66H Limits on further disclosure of information or documents published or
disclosed under section 66G
(1) A person to whom any information or documents are published or disclosed
under section 66G must not publish, disclose, or use that information or
those documents unless the publication, disclosure, or useis,—

(a) inthe case of apublication or disclosure under section 66G (2)(a), in ac-
cordance with the terms and conditions of the consent referred to in that
paragraph:

(b) inthe case of apublication or disclosure under section 66G (2)(c),—
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(i) for the purposes of, or in connection with, the exercise of powers
conferred by this Part; and
(i) in accordance with any conditions that the Bank may have
imposed:
(c) inthe case of apublication or disclosure under section 66G (2)(f),—
(i) authorised by the Bank and in accordance with any conditions
that the Bank may have imposed; or
(i) necessary or desirable for the performance of any function or
exercise of any power conferred by any enactment.
(2) A person commits an offence if the person contravenes this section.
(3) The penalty for an offence against this section is set out in section 66M.

661 Procedure for obtaining warrants
(1)An issuing officer (within the meaning of section 3 of the Search and
Surveillance Act 2012) may issue a warrant to a person appointed under
section 66E (2) if the issuing officer is satisfied, on application made in the
manner provided in subpart 3 of Part 4 of that Act, that there are reasonable
grounds for believing —
(a) that any information or documents supplied to the Bank under section
66C or section 66D (2) arefalse or misleading in amaterial particular; or
(b) that a person has failed to comply with any requirement to supply
information or documents under section 66C or section 66D (2).
(2) The provisions of Part 4 of the Search and Surveillance Act 2012 (except
sections 118 and 119) apply.

66] Effect of warrant
[Repealed]

66K Effect of proceedings

(1) If any person commences any proceedings in any court in respect of the
exercise of any powers conferred by section 66E, until afinal decision in
relation to those proceedingsis given, the powers may be, or may continue
to be, exercised as if the proceedings had not been commenced, and no
personisexcused from fulfilling any obligation under that section by reason
of those proceedings.
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(2) This section applies despite the provisions of any other Act or any rule of
law.

66L Effect of final decision that exercise of powers under section 66E unlawful
(1) This section appliesif—

(a) any power conferred by section 66E has been exercised; and

(b) that exercise has been declared to be unlawful in afina decision given
in proceedings in respect of the exercise of that power.

(2) The Bank must ensure that, as soon as practicable after the decision is
given,—

(a) any information supplied by a person and any documents or records
obtained as aresult of the unlawful exercise of the power are returned to
the person previously having possession, custody, or control of those
documents or records, and any copies of those documents or records are
destroyed:

(b) any documents or records derived from, or based on, the documents or
records are destroyed.

(3) No information, documents, or records obtained as a result of the unlawful
exercise of the power are admissible in evidence in any proceedings.

Penalty for offences against this Part
66M Penalty for offences
(1) A person who commits an offence against any of the provisions listed in
subsection (2) isliable, on conviction,—
(a) inthe case of anindividual, to imprisonment for aterm not exceeding 12
months or to afine not exceeding $100,000; and
(b) inthe case of abody corporate, to afine not exceeding $1,000,000.
(2) The provisions are—
(a) section 64 (which relatesto the use of restricted wordsin anameor title):
(b) section 66B (which relates to the use of restricted words in an
advertisement):
(c) section 66C (which relates to failing to produce a document or supply
information to the Bank after being required to do so):
(d) section 66D (which relates to failing to change a person's name or title
or cease using arestricted word in an advertisement or cease carrying on
any activity after being required to do so):
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(e) section 66E (which relates to obstructing a person appointed to conduct
asearch):

(f) section 66G (which relates to breaches of confidentiality provisions):

(8) section 66H (which relates to further disclosures of information).

Part 5
Registration of banksand prudential supervision of registered banks

67A Interpretation in this Part

In this Part, unless the context otherwise requires,—

action that is likely to have a detrimental effect on financial system stability in
Australia includes an action that prevents or interferes with any outsourcing
arrangement

authorised deposit-taking institution has the same meaning as in section 5(1)
of the Banking Act 1959 of the Parliament of the Commonwealth of Australia
outsourcing arrangement means an arrangement for business, or functions
relating to any business, of an authorised deposit-taking institution to be
carried on by a person other than that authorised deposit-taking institution
prescribed Australian financial authority means an Australian public authority
prescribed by regulations made under section 68A.

67 Registration and prudential supervision
The Bank shall in accordance with this Part—
(a) register banks; and
(b) undertake prudential supervision of registered banks.

68 Exercise of powers under this Part
The powers conferred on the Governor-General, the Minister, and the Bank by
this Part shall be exercised for the purposes of —
(a) promoting the maintenance of a sound and efficient financial system; or
(b) avoiding significant damage to the financial system that could result
from the failure of aregistered bank.

68A Trans-Tasman co-operation

(1) When performing functions or duties or exercising powers under this Part or
the Insurance (Prudential Supervision) Act 2010, the Bank must—
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(a) support prescribed Australian financial authorities in meeting their
statutory responsihilities relating to prudential regulation and financial
system stability in Australia; and

(b) to the extent reasonably practicable, avoid any action that is likely to
have detrimental effect on financial system stability in Australia.

(2) Subsection (3) applies where the Bank has reasonable cause to believe that
an action it proposes to take is an action that is likely to have a detrimental
effect on financial system stahility in Australia.

(3) The Bank must, to the extent it considers reasonably practicable in the
circumstances having regard to urgency or other similar constraint, consult
with and consider the advice of every prescribed Australian financial
authority it considers to be relevant in the circumstances before taking the
proposed action.

(4) No performance of a function or duty or exercise of a power isinvalid by
reason only of afailure to comply with the provisions of this section.

(5) The Governor-General may, by Order in Council, on the advice of the
Minister given in accordance with a recommendation of the Bank, make
regulations prescribing Australian financial authorities for the purposes of
this section and section 121A.

68B Bank to have regard to directions about government policy objectives

(1) The Minister may direct the Bank to have regard to agovernment policy that
relates to the Bank's functions under this Part and Parts 5B and 5C.

(2) The Bank must have regard to every direction given by the Minister under
this section.

(3) The Minister must consult with the Bank before giving a direction.

(4) A direction must—

(a) beset out in awritten statement signed by the Minister; and

(b) assoon as practicable after it is given, be—
(i) presented to the House of Representatives by the Minister; and
(i) published in the Gazette.

(5) The Minister may not give a direction that requires the performance or non-
performance of a particular act by the Bank, or any employee or office
holder of the Bank, or the bringing about of a particular result, in respect of
aparticular person.

(6) A direction may be amended, revoked, or replaced in the sameway asit may
be given.
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Registration of banks

69 Register

(1) The Bank must keep a public register of persons known as registered banks.

(2) The Bank must determine the form of the register and may amend the form
from time to time as it considers necessary.

(&) The register must include—
(a) the name of each registered bank; and
(b) the current rating of each registered bank under section 80 (if any); and
(c) any other prescribed information.

(3) The Bank must take al reasonable steps to ensure that the information
contained in the public register is available to members of the public at all
reasonable times.

70 Application for registration

(1) Any person may apply to the Bank to be registered as a registered bank.

(2) Applications to be registered as a registered bank shall be—
(a) made in such manner as may be specified by the Bank; and
(b) accompanied by payment of such fee as may be determined by the Bank

from timeto time and approved by the Minister by notice in the Gazette.

(3) Every person who makes an application under this section shall furnish to
the Bank such information as may be required by the Bank to assist it in
determining the application.

(4) A person commits an offence if the person provides false or misleading
information to the Bank for the purposes of an application.

(5) The penalty for an offence against this section is set out in section 156AC.

71 Voluntary removal of name from register
(1) A registered bank may, by notice in writing, require the Bank to remove the
name of that registered bank from the register on a date specified in the
notice, not being a date earlier than 28 days, or such shorter period as the
Bank may agree to, after the date the notice is given.
(2) The registered bank shall, within 7 days of giving that notice, give public
notice of the fact that it had given the notice to the Bank.
(3) The Bank must—
(a) remove the name of the registered bank from the register on the date
specified in the notice; and
(b) within 7 days after that date, arrange for the publication in the Gazette of
anatice that indicates the removal of that name.
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(4) Except with the consent of the Bank, aregistered bank shall not giveanotice

under subsection (1) if —

(a) anotice has been given to that registered bank under section 99 (2)(a); or

(b) a person has been appointed under section 99 (2)(b) to exercise, in
relation to that registered bank, the powers conferred by that paragraph;
or

(c) a person has been appointed under section 101 to carry out an
investigation of the affairs of that registered bank; or

(d) adirection is in force under section 113 in relation to that registered
bank; or

(e) theregistered bank is subject to statutory management.

(5) The Bank may refuse to remove the name of a registered bank from the

register if —

(a) anotice has been given to the registered bank under section 99 (2)(a); or

(b) a person has been appointed under section 99 (2)(b) to exercise, in
relation to that registered bank, the powers conferred by that paragraph;
or

(c) a person has been appointed under section 101 to carry out an
investigation into the affairs of that registered bank; or

(d) adirection is in force under section 113 in relation to that registered
bank; or

(e) theregistered bank is subject to statutory management.

72 Offence for person who is not registered bank to hold itself out to be
registered bank
(1) A person commits an offence if the person—
(a) isnot aregistered bank; and
(b) uses any name, title, trade mark, style, designation, or description that
represents or implies that the person is a registered bank.
(2) The penalty for an offence against this section is set out in section 156AC.

73 Determination of applications

(1) The Bank shall not register any person as a registered bank unless it is
satisfied that the business carried on, or proposed to be carried on, by the
applicant consists of, or to a substantial extent consists of, or will, or will to
asubstantial extent, consist of, the borrowing and lending of money, or the
provision of other financial services, or both.

(2) In determining an application under section 70, the Bank must have regard
to al of the following:
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(a) theincorporation and ownership structure of the applicant; and

(b) the size and nature of the applicant's business or proposed business, or
any part of the applicant's business or proposed business; and

(c) the ahility of the applicant to carry on its business or proposed business
in a prudent manner; and

(d) the standing of the applicant in the financial markets; and

(e) the suitability for their positions of the directors and senior managers of
the applicant; and

(f) the standing of the owner of the applicant in the financial markets; and

(8) any other matters that may be prescribed in regulations.

(3) For the purposes of subsection (2)(@), the Governor-General may, from time
to time, by Order in Council, on the advice of the Minister given in
accordance with a recommendation of the Bank, make regulations
prescribing additional matters to which the Bank shall have regard in
considering applications for registration.

(4) The Bank shall give notice in the Gazette of the registration of any person
as aregistered bank under this section.

73A Further matters to which Bank must have regard if applicant is overseas
€rson
In deI;ermining an application from an overseas person, the Bank must, in
addition to the matters set out in section 73 (2), have regard to al of the
following:
(a) thelaw and regulatory requirements of the applicant's home jurisdiction
that relate to—
(i) therecognition and priorities of claims of creditors or classes of
creditorsin the event of the insolvency of the applicant; and
(i) thedisclosure by the applicant of financial and other information
of the kind that aregistered bank must disclose under section 81;
and
(i) the accounting and auditing standards applicable to the
applicant; and
(iv) the duties and powers of directors of the applicant; and
(v) the licensing, registration, authorisation, and supervision of the
applicant; and
(b) the nature and extent of the financial and other information disclosed to
the public by the applicant.

73B Further matters to which Bank must have regard if applicant is subsidiary
of overseas person

In determining an application from a subsidiary of an overseas person, the

Bank must, in addition to the matters set out in section 73 (2), haveregard to all

of the following:
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(a) thelaw and regulatory requirements of the home jurisdiction of the over-
seas person that relate to—

(i) the disclosure by the overseas person of financial and other
information of the kind that a registered bank must disclose
under section 81; and

(ii) the accounting and auditing standards applicable to the overseas
person; and

(i) thedutiesand powers of the directors of the overseas person; and

(iv) the licensing, registration, authorisation, and supervision of the
overseas person; and

(b) the nature and extent of the financial and other information disclosed to
the public by the overseas person.

74 Conditions of registration
(1) A person may be registered as a registered bank unconditionally or subject
to any conditions that the Bank may impose.
(2) The Bank may, by notice in writing to aregistered bank,—
(a) impose conditions of registration (whether or not the registration of the
bank is subject to conditions); or
(b) vary, remove, add to, or substitute any conditions of registration.
(3) The Bank must not exercise a power referred to in subsection (2) unless—
(a) the Bank givestheregistered bank not less than 7 days noticein writing
of the Bank's intention to do so; and
(b) the notice contains, or is accompanied by, a statement of the Bank's rea-
sons; and
(c) theregistered bank has areasonable opportunity to make submissionsto
the Bank; and
(d) the Bank has regard to those submissions.
(4) The Bank may impose conditionsthat relate to any of the following matters:
(a) the mattersto which the Bank must have regard under sections 73 to 73B
in determining an application for registration, including any matters
prescribed by regulations made under section 73 (2)(8); and
(b) themattersreferred to in section 78, including any matters prescribed by
regulations made under that section; and
(c) the mattersreferred toin section 81, including any matters prescribed by
an Order in Council made under that section.
(5) A registered bank commits an offence if the registered bank fails to comply
with a condition of registration imposed by the Bank under this section.
(6) The penalty for an offence against this section is set out in section 156AB.
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75 Publication of principles

The Bank shall publish the principles on which it acts, or proposes to act,—
(@) in determining applications for registration; and
(b) inimposing, varying, removing, or adding to conditions of registration.

76 Registration of certain persons

(1) Every person, that immediately before the commencement of this Act, was
aregistered bank, or deemed to be a registered bank, pursuant to Part 5A of
the Reserve Bank of New Zealand Act 1964, shall continue to be a
registered bank asif that person had been registered under this Act.

(2) If that person was registered, or deemed to have been registered, under that
Act subject to any conditions, those conditions shall continue to apply asif
they had been imposed under section 74 of this Act.

(3) Nothing in subsection (1) or subsection (2) limits any other provisions of this
Part.

77 Cancellation of registration
(1) The Minister may, by noticein writing to the Bank given in accordance with
arecommendation of the Bank, direct the Bank to cancel the registration of
aregistered bank.
(2) The Bank shall not make a recommendation under subsection (1) unless it
is satisfied—
(a) that the registered bank was registered on information that was false or
misleading in amaterial particular; or
(b) that, in relation to aregistered bank,—
(i) there has been achangein any of the matters to which the Bank
must have regard under section 73 (including a change in any of
the matters prescribed by regulations made under section 73
(2)(®); and
(i) the Bank considers the change to be materially adverse to the
registered bank's standing or financial position; or
(ba) that, in relation to a registered bank,—
(i) there has been a transfer of direct or indirect control of the
registered bank; and
(i) the Bank considers the transfer to be materially adverse to the
registered bank's standing or financial position; or
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(th) that, in relation to aregistered bank,—
(i) there has been achangein any of the matters to which the Bank
must have regard under section 73A or section 73B; and
(i) the Bank considers the change to be materially adverse; or
(c) if theregistered bank isabody corporate—
(i) that an order has been made for the winding up of that body
corporate; or
(i) that aresolution has been passed for the voluntary winding up of
that body corporate; or
(i) that a receiver has been appointed in respect of that body
corporate; or
(d) [Repealed]
(e) that acondition of registration has not been complied with; or
(f) that the registered bank has not carried on its business in a prudent
manner; or
(8) that the registered bank hasfailed to comply with an obligation imposed
under this Act or imposed by regulations made under this Act.

(3) The Bank shall not make a recommendation under subsection (1) unless—
(a) the Bank givestheregistered bank not less than 7 days noticein writing
of the Bank's intention to consider making the recommendation; and
(b) the notice contains or is accompanied by a statement of the Bank's

reasons, and
(c) theregistered bank has areasonable opportunity to make submissionsto
the Bank; and
(d) the Bank has regard to those submissions.
(4) A copy of any written submission made by the registered bank shall be sent
to the Minister together with any recommendation by the Bank.
(5) The Bank must, as soon as practicable after receiving a notice from the
Minister under subsection (1),—
(a) inform the registered bank in writing of —
(i) the fact that the Minister has directed the Bank to cancel the
registration of the registered bank; and
(i) the grounds on which the Bank's recommendation to cancel the
registration of the registered bank was made; and
(i) the date of cancellation of the registration of the registered bank;
and
(b) publish anatice of the cancellation in the Gazette.
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77A Changes of ownership
(1) A person must obtain the written consent of the Bank before giving effect
to atransaction if,—

(a) inthe case of a person who does not have a significant influence over a
registered bank, the transaction would result in that person acquiring a
significant influence over that registered bank; or

(b) in the case of a person who has, with the consent of the Bank, acquired
a significant influence over a registered bank, the transaction would
result in that person increasing the level of the person's significant
influence over that registered bank beyond the level permitted in the
existing consent; or

(c) in the case of a person who acquired a significant influence over a
registered bank before the commencement of the Reserve Bank of New
Zealand Amendment Act 2003, the transaction would result in that
person increasing the person's significant influence over that registered
bank beyond the existing level.

(2) The Bank may, in giving its consent,—

(a) specify the level of significant influence that a person may have or
acquire over any registered bank without the need for a further consent;
and

(b) impose any terms and conditions the Bank thinks fit.

(3) The Bank may, at any time, by notice in writing, vary or revoke—

(a) aconsent given under this section; or

(b) any term or condition of a consent.

(4) A person commits an offenceif the person failsto comply with subsection (1).

(5) The penalty for an offence against this section is set out in section 156AA.

(6) For the purposes of this section, a reference to a registered bank is a
reference to aregistered bank that is not an overseas person.

77B Effect of section 77A on contracts, etc
Nothing in section 77A invalidates any contract, or transfer of ownership,
made without the written consent of the Bank.

78 Carrying on business in prudent manner
D In—
(@) having regard, under section 73 (2)(c), to the ability of an applicant for
registration as a registered bank to carry on its business or proposed
business in a prudent manner; or
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(b) determining under section 77 (2)(f) or section 113 (1)(e) that aregistered
bank has not carried on its businessin a prudent manner,—

the Bank shall confine its consideration to the following matters:

(c) capital in relation to the size and nature of the business or proposed
business:

(d) loan concentration or proposed loan concentration and risk exposures or
proposed risk exposures:

(e) separation of the business or proposed business from other business and
from other interests of any person owning or controlling the applicant or
registered bank:

(f) internal controls and accounting systems or proposed internal controls
and accounting systems:

(fa) risk management systems and policies or proposed risk management
systems and policies:

(fb) arrangements for any business, or functions relating to any business, of
the applicant or registered bank to be carried on by any person other than
the applicant or the registered bank:

(8) such other mattersas may from timeto time be prescribed in regul ations.

(2) The Governor-General may, from time to time, by Order in Council, on the
advice of the Minister given in accordance with a recommendation of the

Bank, make regulations prescribing additional matters for the purposes of

subsection (1)(©).

(3) The Governor may, from timeto time, issue, in such manner asthe Governor
may determine, guidelinesfor the purpose of interpreting any of the matters

referred to in paragraphs (c) to (8) of subsection (1).

79 Annual fee
[Repealed]

80 Credit rating of registered banks

(1) The Bank may, by noticeinwriting to any registered bank or to all registered
banks or to all members of any class of registered banks, require each of
those banks to—
(a) obtain arating of its creditworthiness or financia condition by a person

or organisation nominated or approved by the Bank; and

(b) maintain a current rating of the type referred to in paragraph (a).

(2) The Bank may require a registered bank to publish the registered bank's
current rating, and all the qualifications to that rating, in the manner and
with the frequency that the Bank directs.
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(3) A person commits an offence if the person fails to comply with this section.
(4) The penalty for an offence against this section is set out in section 156AC.

Financial disclosure by registered banks

81 Public disclosure of information or data by registered banks

(1) The Governor-General may, by Order in Council made on the advice of the
Minister that is given in accordance with a recommendation of the Bank,
prescribe information or data that must be published by—

(a) all registered banks; or
(b) any class of registered banks specified in the order.

(2) A registered bank to which an Order in Council applies must publish the
information or data specified in the order—

(a) in adocument to be known as a disclosure statement; and
(b) inthe manner and with the frequency specified in the order.

(3) The information or data that may be prescribed in an Order in Council

includes, without limitation, information or data about—

(a) the corporate matters of aregistered bank; and

(b) the financial matters of aregistered bank; and

(c) the prudential matters of aregistered bank; and

(d) any other mattersrelating to the business, operation, and management of
aregistered bank.

(4) The Order in Council must be published in the Gazette.

(5) An Order in Council made under this section is a disallowable instrument,
but not alegidativeinstrument, for the purposes of the L egislation Act 2012
and must be presented to the House of Representatives under section 41 of
that Act.

81AA Further matters that may be prescribed

(1) An Order in Council made under section 81 may, in addition to the matters
referredtoin section 81 (3), require aregistered bank to discloseinformation
or data—

(a) about an associated person of the registered bank if the associated person
isincorporated, domiciled, or resident in New Zealand:

(b) about an associated person of the registered bank if the information or
datais publicly available in the country in which the associated person
is incorporated, domiciled, or resident and if that country is not New
Zealand:
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(c) about any individual member of its banking group, whether or not the
member is incorporated, domiciled, or resident in New Zealand:

(d) about a body incorporated in New Zealand, or an overseas company
registered under section 337 of the Companies Act 1993, in which a
holding company of the registered bank has a substantial interest.

(2) An Order in Council made under section 81 may also—

(a) prescribe information that is required to be contained in financial
statements:

(b) require the publication of financial statements and notes to those
statements for any period or periods specified in the order:

(c) require the information to be published in consolidated form:

(d) requirefinancial information that isrequired to be published to be taken
from audited financia statements:

(e) requiretheinformation that is required to be published to be audited and
to be accompanied by an auditor's report:

(f) require a disclosure statement to contain any statements specified in the
order that are made by—

(i) the directors of the registered bank or persons authorised in
writing by the directors of the bank; and

(i) inthe case of an overseas incorporated registered bank, its New
Zealand chief executive officer:

(8) incorporate by reference a framework, standard, specification, or
requirement that is published by, or on behalf of, any body or personin
any country—

(i) inwholeor in part; and
(i) with any modifications, additions, or variations specified in the
Order in Council.

(3) Schedule 1 of the Non-bank Deposit Takers Act 2013 appliesto any material
incorporated by reference in an Order in Council made under section 81 of
thisAct asif referencesin that schedul e to regulations were referencesto an
Order in Council made under section 81.

81AB Disclosure statement not required to include information or data about
customers or clients of registered banks
(1) Despite sections 81 and 81AA, aregistered bank is not required to publish
in a disclosure statement any information or data about the affairs of a
particular customer or client of —
(a) theregistered bank; or
(b) an associated person of the registered bank; or
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(c) a company in which a holding company of the registered bank has a
substantial interest.
(2) Nothing in subsection (1) applies to the publication by aregistered bank of
information or data about transactions with related parties of —
(a) theregistered bank; or
(b) an associated person of the registered bank; or
(c) a company in which a holding company of the registered bank has a
substantial interest.
(3) Subsection (1) does not extend to the publication of the following matters:
(a) the amount of any loan or risk exposure (without disclosing the identity
of the particular customer or client to whom it relates); or
(b) the number of loans or risk exposures that fall within a specified range
of amounts and the actual amounts of those loans or risk exposures; or
(c) the number of loans or risk exposures that fall within a specified range
of percentages or are above a specified percentage, as the case may be,
of the capital or equity of the registered bank, or an associated person of
the registered bank, or the banking group or a company in which a
holding company of aregistered bank has a substantial interest, and the
actual amounts involved.

81AC Duty to supply information or data to registered bank
(1) This section applies to—
(a) an associated person of aregistered bank; and
(b) abody incorporated in New Zealand, or an overseas company registered
under section 337 of the Companies Act 1993, in which a holding
company of aregistered bank has a substantial interest.

(2)A person to whom this section applies must, on being required by a
registered bank to do so for the purpose of enabling the registered bank to
comply with an Order in Council made under section 81, supply the
registered bank with any information or data that the registered bank may
be required to disclose under section 81AA if that information or data—
(a) isinthe possession, custody, or control of that person; and
(b) isnot in the possession, custody, or control of the registered bank.

(3) A person to whom this section applies commits an offenceif, without lawful
justification or excuse, the person fails to comply with a requirement of a
registered bank under this section.

(4) The penalty for an offence against this section is set out in section 156AC.
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81A Bank to consult

(1) Before making a recommendation under section 81 (1) (including a
recommendation to amend any Order in Council made under that
subsection) the Bank must—

(a) consult with—
(i) the FMA; and
(i) registered banks that will be affected by any Order in Council
made under that subsection; and
(i) such other persons as the Bank considers will be substantially
affected by any Order in Council made under that subsection or
organi sations representing those persons; and
(b) ensure that the persons referred to in paragraph (a) have a reasonable
opportunity to make submissions to the Bank; and
(c) have regard to those submissions.

(2) Failure to comply with subsection (1) does not affect the validity of any
Order in Council under section 81 (1).

(3) Any action taken by the Bank before the coming into force of the Reserve
Bank of New Zealand Amendment Act 1995 that would, if this section had
then been in force, have constituted action taken under this section, shall be
treated as having been taken under this section.

82 Disclosure statements must be signed

(1) Every disclosure statement that a registered bank is required to publish
under section 81 must be dated and signed,—

(a) in the case of a body corporate, by every director of the body corporate
or by each director's agent authorised in writing to do so; and

(b) in the case of an overseas incorporated registered bank, by its New
Zedland chief executive officer or that person's agent authorised in
writing to do so.

(2) Every overseasincorporated registered bank must notify the Bank inwriting
of the name and address of its New Zealand chief executive officer and any
subsequent changes to those details.

(3) If an overseas incorporated registered bank fails to comply with subsection
(2), the Bank may, after giving the registered bank 14 days' notice in writing
of itsintention to do so, specify aparticular employee of that registered bank
to beits New Zealand chief executive officer for the purposes of this Act.

(4)If the Bank exercises the power conferred by subsection (3), it must give
notice in writing to the registered bank as soon as practicable.
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83 Bank may require disclosure statement to be corrected F 8k ARABBREEHEER
Where the Bank considersthat a disclosure statement published by aregistered AERL N BT AT 2k Eﬁé B
bank— X
A 7' _ﬁ ;
(a) containsinformation that is false or mideading; or (@) ¢ Z’ . :l‘ ‘Z;L%'F “% a o p o R e =
(b) does not contain information which it is required to contain, whether or b) A¢ g R e 72 F' o mmth Bep? Aride E LIRS
not the information contained in the disclosure statement is false or PR EEEELT RFRA %’ﬂ —
misleading as aresult of the omission,— *AEFENS G AT T-P-‘ 4217 0 B RIEp 7 —
the Bank n;dai b?(/ notice in writing to the registered bank, require the () >F % 3 a}; A iy S ’%ﬁé g\pq N
registered bank to— NF e 2 22 I PR
(c) publish adisclosure statement that does not contain false or misleading @ = ¢ F_ j /% P g ’fj L i )
informmion; or (e) %E’\ ﬂ‘ 7= F SEIFMT#F L’L'f_‘w is Z‘a‘—J— f—rﬁ” °
(d) publish a disclosure statement that contains the information that was
previously omitted; or SEMIRAT AT % JF 4
(e) take such other corrective action as the Bank may specify in the notice. [#14]
84 4%
Advertising by registered banks %' . B
[Repealed] [#1°7]
84 Interpretation
[Repealed] %854 HEMBAHAREZINE
[#17%]
85 Content of advertisements by registered banks
Repeal
[Repealed] #8614 M
86 Regulations [#1 ",% ]
[Repealed]
%874 HMFLEZE
87 Offence to advertise in contravention of regulations [ P % ]
[Repealed]
88 Bank may prohibit advertisements by registered banks % 88 4% AATRELEMBATRE
[Repealed] [#17%]
Provisions applying to disclosure statements HHAREEREPZHEE
89 Offence to fail to publish required information in disclosure statement B804k ANFBEEATLBEEMZIE

(1A registered bank commits an offence if, without lawful justification or . o . : ”
>3 0 = TN 2, . _\‘ , 2\ 0 ] V} ‘5 <
excuse, the registered bank failsto publish information that it is required to (Dt Bi7dep 2 B0 $ (ESAEL A Ao HE B % %

publish in a disclosure statement under section 81. 8l F R Lt 2 =2 SRRl P
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(2) The penalty for an offence against this section is set out in section 156AC.

89A Offence to publish false or misleading disclosure statements
(1) If adisclosure statement that includes information that isfalse or misleading
is published by a registered bank, all of the following persons commit an
offence:
(a) the registered bank; and
(b) every director of the registered bank who signed the disclosure statement
or on whose behalf the disclosure statement was signed; and
(c) inthe case of an overseasincorporated registered bank, the New Zealand
chief executive officer who signed the disclosure statement or on whose
behalf the disclosure statement was signed.
(2) It is adefence to a prosecution for an offence against this section if —
(a) the defendant proves that the information was immaterial; or
(b) inthe case of adefendant who is director of aregistered bank or aNew
Zedland chief executive officer of an overseas incorporated registered
bank, that defendant proves that he or she had reasonable grounds to
believe, and believed, up to the publication of the disclosure statement,
that the information was true.
(3) The penalty for an offence against this section is set out in section 156AC.

89B Offence to fail to make most recent disclosure statement publicly available

(1A registered bank commits an offence if, without lawful justification or
excuse, the registered bank fails to make its most recent disclosure
statement publicly available in the manner set out in an Order in Council
made under section 81.

(2) The penalty for an offence against this section is set out in section 156AB.

89C Other offences in relation to disclosure statements
(1) A registered bank commits an offence if the registered bank fails to comply
with arequirement of the Bank under section 83 for the registered bank to—
(a) publish adisclosure statement that does not contain false or misleading
information; or
(b) publish a disclosure statement that contains information that was
previously omitted; or
(c) take the corrective action specified by the Bank in a notice given under
that section.
(2) The penalty for an offence against this section is set out in section 156AC.
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90 Civil liability
Subject to section 91, the following persons are liable to pay compensation to
any person who sustains a loss by reason of subscribing for any debt security
issued by a registered bank in reliance on false or mideading information
contained in a disclosure statement, namely,—
(a) theregistered bank; and
(b) every person holding office as a director of the registered bank at the
time of the publication of the disclosure statement; and
(c) the New Zealand chief executive officer of an overseas incorporated
registered bank at the time of the publication of the disclosure statement.

91 Defences
A person is not liable under section 90 in relation to false or mideading
information that isincluded in adisclosure statement if that person proves that—
(a) the disclosure statement was published without his or her knowledge or
consent and, on becoming aware of the publication, he or she forthwith
gave notice to the Bank that it was published without his or her
knowledge or consent and, as soon as practicable, aso gave reasonable
public notice that it was published without his or her knowledge or
consent; or
(b) after publication of the disclosure statement and before the securities
were subscribed for, he or she, on becoming aware of the false or
midleading information, withdrew his or her consent to the disclosure
statement, forthwith gave notice to the Bank of the withdrawal of that
consent and, as soon as practicable, also gave reasonable public notice
of the withdrawal of that consent; or
(c) heor she had reasonable groundsto believe and did, up to the time of the
subscription for the securities, believe that the statement was true.

92 Fair Trading Act 1986 not affected
Nothing in sections 89 to 91 limits or affects the Fair Trading Act 1986.

Supply of information

93 Supply of information by registered banks for purposes of prudential
supervision

(1) For the purposes of this Part, the Bank may, by notice in writing to any
registered bank or by noticein the Gazette that appliesto any specified class
of registered banks, require the registered bank or, as the case may be,
registered banks of that class to supply to the Bank any information, data,
or forecasts about—
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(a) the corporate matters of the registered bank:
(b) thefinancial matters of the registered bank:
(c) the prudential matters of the registered bank:
(d) any other matters relating to the business, operation, or management of
the registered bank.
(2) A registered bank may be required to supply information, data, or forecasts—
(a) relating to business carried on by the registered bank in New Zealand or
elsewhere (whether that business is carried on as principal, broker,
agent, or intermediary); and
(b) inaconsolidated form (if specified by the Bank).
(3) A notice may specify—
(a) the periods for which, and the form in which, the information, data, or
forecasts must be supplied; and
(b) the time by which, and the place in New Zealand at which, the
information, data, or forecasts must be supplied.
(4) The Bank may, by a subsequent notice, vary, revoke, or amend a notice.
(5) A registered bank commits an offence if, without lawful justification or
excuse, the registered bank—
(a) failsto comply in any respect with any requirements of the Bank under
this section; or
(b) suppliesinformation or datathat the registered bank isrequired to supply
under this section that is false or misleading in amaterial particular.
(6) The penalty for an offence against this section is set out in section 156AB.

93A Scope of notice under section 93
The Bank may, by notice under section 93, require a registered bank or a
specified class of registered banks to supply, without limitation, information,
data, or forecastsin relation to—
(a) any associated person of aregistered bank; or
(b) abody incorporated in New Zealand, or an overseas company registered
under section 337 of the Companies Act 1993, in which a holding
company of aregistered bank has a substantial interest.

93B Certain persons may be required to supply information to registered banks

(1) A person referred to in section 93A(a) or (b) must, on being required by a
registered bank to do so, supply the registered bank with information, data,
or forecasts relating to that person in order to enable the registered bank to
comply with a notice under section 93.
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(2) A person commits an offence if, without lawful justification or excuse, the
person fails to comply with this section.
(3) The penalty for an offence against this section is set out in section 156AB.

93C Supply of information by other persons for purposes of prudential
supervision
(1) If the Bank has reasonable grounds to believe that a person hasinformation,
data, or forecasts that the Bank could require aregistered bank or a class of
registered banks to supply under section 93, it may, by notice in writing to
that person, require that person to supply the information, data, or forecasts
to the Bank.
(2) A notice may specify—
(a) the periods for which, and the form in which, the information, data, or
forecasts must be supplied; and
(b) the time by which, and the place in New Zeadland at which, the
information, data, or forecasts must be supplied.
(3) The Bank may, by a subsequent notice, vary, revoke, or amend a notice.
(4) A person commits an offence if, without lawful justification or excuse, the
person—
(a) failsto comply with any requirements of the Bank under this section; or
(b) suppliesinformation or data that the person is required to supply under
this section that is false or misleading in amaterial particular.
(5) The penalty for an offence against this section is set out in section 156AB.

94 Requirement that information, data, or forecasts be audited

(1) The Bank may, by notice in writing, require a registered bank or other
person to obtain an audit, by an auditor approved by the Bank, of any
information, data, or forecasts that the registered bank or other person, as
the case may be, is required to supply under section 93 or section 93C.

(2) A person commits an offence if, without lawful justification or excuse, the
person fails to comply with this section.

(3) The penalty for an offence against this section is set out in section 156AA.

95 Bank may require report relating to registered banks, etc

(1) The Bank may, by notice in writing to a registered bank, require that
registered bank to supply the Bank with a report or series of reports,
prepared by a person approved by the Bank, on—
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(a) the corporate matters of the registered bank:

(b) thefinancial matters of the registered bank:

(c) the prudential matters of the registered bank:

(d) any other matters relating to the business, operation, or management of
the registered bank:

(e) any of the mattersreferred to in paragraphs(a) to (d) in relation to—

(i) any associated person of the registered bank:

(i) abody incorporated in New Zeaand, or an overseas company
registered under section 337 of the Companies Act 1993, in
which aholding company of the registered bank has asubstantial
interest.

(2) A person referred to in subsection (1)(eXi) or (e)(ii) must, if required to do so
by aregistered bank, supply information relating to that person in order to
enabl e the registered bank to comply with a notice under this section.

(3) A person commits an offence if, without lawful justification or excuse, the
person fails to comply with this section.

(4) The penalty for an offence against this section is set out in section 156AC.

95A Bank may require report under section 95 to be published

(1) The Bank may, by notice in writing to a registered bank, require that the
report or series of reports, as the case may be, that has been prepared under
section 95 in relation to the registered bank be published by that registered
bank in the form specified in the notice.

(2) A registered bank commits an offence if, without lawful justification or
excuse, the registered bank fails to comply with this section.

(3) The penalty for an offence against this section is set out in section 156AC.

96 Disclosure of information to Bank by auditors
Every person who holds, or at any time has held, office as required by any
enactment, as an auditor of a registered bank or an associated person of a
registered bank, shall disclose to the Bank information relating to the affairs of
that registered bank or associated person obtained in the course of holding that
officeif, in the opinion of that person,—

(a) the registered bank or associated person is insolvent or is likely to

become insolvent or isin serious financial difficulties; and
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(b) thedisclosure of that information islikely to assist, or be relevant to, the
exercise by the Bank of its powers under this Part.

97 Auditor to inform of intention to disclose

Every auditor shall, before disclosing any information to the Bank under
section 96, take reasonable steps to inform the registered bank or associated
person of the intention to disclose the information and the nature of the
information.

98 Protection of auditors

(1) No civil, criminal, or disciplinary proceedings shall lie against any auditor
arising from the disclosurein good faith of information to the Bank pursuant
to section 96.

(2)No tribunal, body, or authority, having jurisdiction in respect of the
professional conduct of any auditor shall make any order against, or do any
act in relation to, that person in respect of such disclosure.

(3)No information received by the Bank pursuant to section 96 shall be
admissible in evidence in any proceedings against the auditor concerned.

(4) Nothing in subsection (3) of this section shall limit the admissibility of any
information obtained in any other way.

Access to information by home country supervisor

98A Access to information by home country supervisor

(1) This section appliesto—

(a) aregistered bank; and
(b) any member of the registered bank's banking group (being a member
that has a physical presencein New Zealand).

(2) For the purpose of the exercise by a home country supervisor of its
supervisory functions, the Bank may authorise a home country supervisor
to—

(a) conduct an inspection of any person to whom this section applies; or

(b) require any person to whom this section applies to supply to the home
country supervisor any information, data, or forecasts relating to that
person.

(3) The information, data, or forecasts that a home country supervisor may be
authorised to obtain may include, without limitation, information about the
affairs of a particular customer or client of a person to whom this section

applies.
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(4) The Bank may grant an authorisation only if it is satisfied that sufficient
provision exists to protect the confidentiality of the information, data, or
forecasts obtained or required by the home country supervisor.

(5) An authorisation may be—

(a) granted for the period or periods that the Bank thinksfit; and
(b) varied, revoked, or amended by the Bank at any time.

(6) The Bank must give notice in writing to a person to whom this section
appliesif the Bank—

(a) grants an authorisation in relation to that person; or
(b) varies, revokes, or amends that authorisation.

(7) This section has effect despite anything to the contrary in any other
enactment or rule of law.

(8) For the purposes of this section, a member of a registered bank's banking
group has aphysical presence in New Zealand if that member—

(@) hasan officein New Zealand; or
(b) hasan agent in New Zealand.

98B Duties of person on receipt of notice under section 98A
(1) A person to whom section 98A applies must, on receipt of anotice from the
Bank under that section, comply with that notice by, as the case may be,—
(a) permitting the home country supervisor to conduct an inspection of that
person; or
(b) supplying the home country supervisor with the required information,
data, or forecasts within the time, and at the place, specified in the notice.
(2) A person commits an offence if, without lawful justification or excuse, the
person—
(a) fails to comply in any respect with any requirements notified by the
Bank under this section; or
(b) supplies any information or data that the person is required to supply
under this section that is false or misleading in amateria particular.
(3) The penalty for an offence against this section is set out in section 156AA.
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Power s to obtain information and documents

99 Powers to obtain information and documents

(1) This section appliesif the Bank has reasonable cause to believe—

(a) that any information or data published in a disclosure statement by a
registered bank under section 81 or section 83 isfalse or misleadingin a
material particular; or

(b) that aregistered bank has failed to publish information or datathat it is
required to publish in a disclosure statement under section 81 or section
83; or

(c) that any information or data supplied to the Bank by a registered bank
under section 93 isfalse or misleading in amaterial particular; or

(d) that any information or data supplied by a person to a registered bank
under section 93B or to the Bank under section 93C, asthe case may be,
isfalse or misleading in amaterial particular; or

(e) that a registered bank or a person, as the case may be, has failed to
comply with any requirement to supply information, data, or forecasts
under section 93 or section 93B or section 93C; or

(f) that aregistered bank has failed to comply with section 95.

(2) If this section applies, the Bank may,—

(a) by notice in writing to the registered bank or person, require that
registered bank or person to supply to the Bank, within the time specified
in the notice, the information or data specified in the notice; or

(b) appoaint, inwriting, any suitably qualified person to enter and search any
premises and inspect, remove, and take copies of any documentsin the
possession, custody, or control of any person and, if necessary, require
the reproduction in usable form of any information recorded or stored in
those documents.

(3) A person commits an offence if, without lawful justification or excuse, the
person hinders, obstructs, or delays, in the conduct of an inspection under
this section, any person duly authorised to make that inspection.

(4)A registered bank or person commits an offence if, without lawful
justification or excuse, the registered bank or person—

(a) failstocomply with any requirement of the Bank under subsection (2)(a);
or

(b) supplies any information or data that is required to be supplied under
subsection (2)(a) that is false or misleading in amaterial particular.
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(5) The penalty for an offence against this section is set out,—
(a) inthe case of an offence against subsection (3), in section 156AB; and
(b) inthe case of an offence against subsection (4), in section 156AC.

100 Requirements on entering and searching premises

(1) No person appointed pursuant to section 99 (2)(b) shall enter and search any
premises, or inspect, remove, or take copies of any documents, or extracts
from documents, in the possession of, or under the control of, any person,
or reguire the reproduction in usable form of any information recorded or
stored in any documents, unless—

(a) the occupier of the premises, or the person who has possession of the
documents, agrees; or
(b) that person abtains awarrant under section 106.

(2) Every person authorised to enter and search any premises pursuant to a
warrant obtained under section 106 shall, on first entering those premises,
and, if requested, at any subsequent time, produce—

(a) evidence of that person's authority to enter the premises; and
(b) evidence of that person's identity.

Investigations

101 Investigation of affairs of registered bank

Where the Bank is satisfied that it is hecessary or desirable for the purpose of
determining whether or not to exercise the powers conferred under section 113
or section 117 that an investigation of the affairs of any registered bank or
associated person of a registered bank should be carried out, the Bank may
appoint, inwriting, any person to carry out an investigation of the affairs of that
registered bank or associated person of that registered bank.

102 Powers of person appointed to carry out investigation

(1) Any person appointed under section 101 may, for the purposes of carrying
out an investigation of the affairs of a registered bank or associated person
of aregistered bank,—

(a) by noticeinwriting, require that registered bank or associated person, or
any officer or employee of that registered bank or associated person, or
any other person, to—

(i) supply any information or data relating to the business,
operation, and management of the registered bank or associated
person:
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(i) produce for inspection any documents of, or relating to, the
business, operation, and management of that registered bank or
associated person in the custody, or under the control, of that
registered bank or associated person, officer, employee, or
person:

(i) where necessary, reproduce in usable form any information
recorded or stored in such documents:

(b) take copiesof any documents produced for inspection under paragraph (a):

(c) require any officer or employee of that registered bank or associated
person, or any other person, to answer any question relating to the
business, operation, and management of that registered bank or
associated person.

(1A) Any questioning under subsection (1)(c) may be carried out by any person
appointed under section 101, or a barrister or solicitor acting on behalf of
that person, who may require the person who is subject to the questioning
to take an oath or make an affirmation.

(2) Subject to section 104, any person appointed under section 101 may, for the
purposes of carrying out an investigation of the affairs of the registered bank
or associated person, at any time,—

(a) enter and search any premises:

(b) inspect, remove, and take copies of any documents, or extracts from
documents, relating to the business, operation, and management of that
registered bank or associated person in the possession, or under the
control, of any person:

(c) if necessary, require any person to reproduce in usable form any
information recorded or stored in those documents.

103 Offences in relation to investigations
(1) Every person commits an offence against this Act who, without lawful
justification or excuse,—
(a) hinders, obstructs, or delays any person appointed to carry out an
investigation under section 101 in carrying out that investigation; or
(b) refuses to answer any question put to him or her under section 102; or
(c) supplies any information, or provides an answer to any question,
required to be supplied or provided pursuant to section 102 which is
false or misleading in a material particular.
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(2) Every registered bank or associated person of the registered bank commits
an offence against this Act if, without lawful justification or excuse,—
(a) itfailsto comply with any requirement of a person appointed to carry out
an investigation under section 101; or
(b) it supplies any information or data, or provides an answer to any
question, required to be supplied or provided pursuant to section 102 (1)
which isfalse or misdeading in a materia particular.
(3) The penalty for an offence against this section is set out in section 156AC.

104 Requirements to be complied with by person carrying out investigation

(1) Any person who exercises any powers conferred by section 102 (1) shall, if
requested, produce the instrument of that person's appointment under
section 101.

(2) No person who exercises any powers conferred by section 102 (2) shall enter
and search any premises, or inspect, remove, and take copies of any
documents or extracts from documents, or require the reproduction in
usable form of any information recorded or stored in documents, unless—
(a) the occupier of the premises, or the person who has possession of the

documents, agrees; or
(b) that person obtains awarrant under section 106.

(3) Every person authorised to enter and search any premises pursuant to a
warrant obtained under section 106 shall, on first entering those premises
and, if requested, at any subsequent time, produce—

(a) evidence of that person's authority to enter the premises; and
(b) evidence of that person's identity.

Miscellaneous provisions
105 Confidentiality of information
(1) This section appliesto—
(a) information, data, and forecasts supplied or disclosed to, or obtained by,—
(i) theBank:
(ii) aperson appointed under section 99 (2)(b), section 101, or section
119—
under, or for the purposes of, or in connection with the exercise
of powers conferred by, this Part:
(b) information and data derived from or based upon information, data, and
forecasts referred to in paragraph (a):
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(6) No person to whom any information, data, or forecasts to which this section
applies is or are published or disclosed pursuant to subsection (2)(a) or
subsection (2)(®), shall publish, disclose, or use such information, data, or
forecasts unless the publication, disclosure, or useis—

(a) authorised by the Bank; or
(b) necessary or desirable in connection with the exercise of any function or
power conferred by any enactment.

(7)A person referred to in subsection (1A) commits an offence if the person
contravenes this section.

(1) The persons are—

(a) any officer or employee of the Bank; or
(b) aperson appointed under section 99 (2)(b), section 101, or section 119.

(1B) The penalty for an offence against this section is set out in section 156AA.

(8) Nothing in the Official Information Act 1982 or any other Act, other than
this Act, applies to information, data, and forecasts to which this section
applies whether or not such information, data, and forecasts has or have
been published or disclosed to any person pursuant to this section.

106 Procedure for obtaining warrants
(1)An issuing officer (within the meaning of section 3 of the Search and

Surveillance Act 2012) who is satisfied, on application made in the manner

provided in subpart 3 of Part 4 of that Act, that there are reasonable grounds

for believing—

(@) that any information or data published in a disclosure statement by a
registered bank under section 81 or section 83 isfalse or misleading in a
material particular; or

(a8 that aregistered bank has failed to publish information that it isrequired
to publish in a disclosure statement under section 81 or section 83; or

(a) that any information or data supplied to the Bank by a registered bank
pursuant to section 93 isfalse or misleading in amaterial particular; or

(b) that a registered bank has failed to comply with any requirement to
supply information, data, or forecasts pursuant to section 93; or

(ba) that any information or data supplied by a person to a registered bank
under section 93B or to the Bank under section 93C, asthe case may be,
isfalse or miseading in amaterial particular; or
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(bb) that a person has failed to comply with any requirement to supply
information, data, or forecasts to aregistered bank under section 93B, or
to the Bank under section 93C as the case may be; or

(c) that aregistered bank has failed to comply with section 95—

may issue awarrant, in terms of section 107, to a person appointed pursuant

to section 99 (2)(b).

(2)An issuing officer (within the meaning of section 3 of the Search and
Surveillance Act 2012) who is satisfied, on an application made in the
manner provided in subpart 3 of Part 4 of that Act, that there are reasonable
grounds for believing that it is necessary for the purpose of determining
whether to exercise the powers conferred under section 113 or section 117
that an investigation of the affairs of aregistered bank should be carried out,
may issue a warrant, in terms of section 107, to a person appointed under
section 101.

(3) Part 4 of the Search and Surveillance Act 2012 (except sections 118 and
119) applies.

107 Effect of warrant
(1) Every warrant issued under section 106 authorises the person named init, at
any time and, if necessary, by force, to—

(a) enter and search the premises named init:

(b) inspect, remove, and take copies of documents or extracts from
documents relating to the business, operation and management of the
registered bank in the possession, or under the control, of any person:

(c) where necessary, require any information recorded or stored in those
documents to be reproduced in usable form.

(2) The warrant shall continue in force for a period of 1 month or until the
purpose for which it was granted has been satisfied, whichever isthe lesser.

(3) Every person named in the warrant shall, as soon as practicable after
removing any documents or extracts from documents from any premises,
supply a copy of the documents or extracts to the person from whom the
documents or extracts were removed.

108 Effect of proceedings

(1) Where any person commences any proceedingsin any court in respect of the
exercise of any powers conferred by section 99 or section 101 or section
102, until a fina decision in relation to those proceedings is given, the
powers may be, or may continue to be, exercised as if no such proceedings
had been commenced, and no person shall be excused from fulfilling any
obligation under those sections by reason of those proceedings.
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(2) This section shall apply notwithstanding the provisions of any other Act or
any rule of law.

109 Effect of final decision that exercise of powers under section 99 unlawful
Inany case where it isdeclared in afinal decision given in any proceedingsin
respect of the exercise of powers conferred by section 99 that the exercise of
any powers conferred by that section is unlawful, to the extent to which the
exercise of those powersis declared unlawful,—

(a) the Bank shall ensure that forthwith after the decision of the court is
given—

(i) any information and data supplied by the registered bank
pursuant to subsection (2)(a) of that section is destroyed:

(i) any documents or extracts from documents obtained pursuant to
an inspection made under subsection (2)(b) of that section are
returned to the person previously having possession of those
documents or previously having them under his or her control
and any copies of such documents or extracts are destroyed:

(i) any information derived from or based upon any such
information and data or documents or extracts is destroyed:

(b) no information and data supplied by the registered bank pursuant to
subsection (2)(a) of that section, and no documents or extracts from
documents obtained pursuant to an inspection made under subsection
(2)(b) of that section, shall be—

(i) admissible in evidence in any proceedings:

(i) used in connection with the exercise of any power conferred by
section 113 or section 117.

110 Effect of final decision that exercise of powers under section 101 or section
102 unlawful
In any case whereit isdeclared in afina decision given in any proceedingsin
respect of the exercise of powers conferred by section 101 or section 102 that
the exercise of any powers conferred by those sections is unlawful, to the
extent to which the exercise of those powers is declared unlawful,—
(a) the Bank shall ensure that forthwith after the decision of the court is
given—
(i) any information or data obtained pursuant to section 102 (1)(a) is
destroyed:

— 320 —

43 E\;f

IH

ik AL 0 o F R EZ e

)
B
=\
I
&)
ot
=
e
™

%109 % RERARATESE 99 HRREHH 2475148
REZHE
YodtIt TR % 00 MERREIE A L R RS (T 2 BB AL
F TR ZETRRE A B E > AERZERES Ly
E 2 #]j{-]}]\ —
(a) * {7 Rk Tt % gl ) e 2 15 —
(1) 3P 4277 3% 0E %21 § @4 B2 @ F e
Sl IR =
(”) '/Z‘Q?’x",'* ’37(2)3@‘—%2(1))7}\ Tp%ﬁﬁﬁl?’»,ﬁ"f > EA ,_i-%?
RoBIE AT S R A LRl b
AL, PR *%ﬁ-@’ EREE RV IEMPY:
(i) =z et sy AL et v 2 g %Qhﬂw4arz.p%
CERERER NN R IREE =S
(b) 3;41' AETZRZESQREF@FFEL TR TAET
2 RZiESQBFOF T A BEFL 2 E A
%ﬂ—
() *riz e 2 @48 2835
(i) 7 % 113 & % 117 EpRE 2 TS 15> 2 {7

2

e,
p:R
.,:,_
&

¥
R

o

=i

o
&

[

F 110 5 FERHREATHEE 101 R F 102 16 EHAH
ZATARE R EZHFR
Ioftr 7R % 101 5N % 102 SRR B4 2 AR S (T 2
BN g HERIZEEYTREES BERE AR
GERS S HEiE L PR —
(@*ﬁ@f@%*%%%ﬁ$f@—

(i) % 102 &% % (1) & @5 P~ F 2 2w T T4
JIENVE 1 3
— 321 —



Reserve Bank of New Zealand Act 1989

(i) any documents produced for inspection pursuant to section 102
(1)(a) are returned to the person previously having possession of
the documents or previously having the documents under his or
her control and any copies of such documents or extracts from
documents are destroyed:

(i) any documents or extracts from documents obtained pursuant to
an inspection made under section 102 (2) are returned to the
person previously having possession of those documents or
previously having them under his or her control and any copies
of such documents or extracts from documents are destroyed:

(iv) any information derived from or based upon any such
information, documents, or extracts is destroyed:

(b) no information or data obtained or documents produced for inspection
pursuant to section 102 (1)(a) and no documents or extracts from
documents obtained pursuant to an inspection made under section 102
(2) shall be—

(i) admissiblein evidence in any proceedings:

(i) used in connection with the exercise of any power conferred by
section 113 or section 117.

Reserve Bank may give directions
111 Bank may require registered bank to consult

[Repealed]

112 Bank may give advice and assistance
[Repealed]

113 Bank may give directions
(1) The Bank may give aregistered bank or an associated person of aregistered
bank adirection, in writing, if it has reasonable grounds to believe that—
(a) the registered bank or associated person is insolvent or is likely to
become insolvent; or
(b) theregistered bank or associated person is about to suspend payment or
is unable to meet its obligations as and when they fall due; or
(c) the affairs of the registered bank or associated person are being
conducted in a manner prejudicial to the soundness of the financial
system; or
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(d) the circumstances of the registered bank or associated person are such as
to be prejudicial to the soundness of the financial system; or
(e) the business of the registered bank has not been, or is not being,
conducted in a prudent manner; or
(f) any of the following persons has failed to comply with any requirement
imposed by or under this Act or regulations made under this Act:
(i) theregistered bank:
(i) adirector of the registered bank:
(i) inthe case of an overseas incorporated registered bank, its New
Zedland chief executive officer; or
(8) any of the following persons has been convicted of an offence against
this Act:
(i) theregistered bank:
(i) adirector of the registered bank:
(i) inthe case of an overseas incorporated registered bank, its New
Zealand chief executive officer; or
(h) the registered bank has failed to comply with a condition of its
registration.
(2) The Bank must obtain the consent of the Minister before giving adirection
under this section.
(3)A direction given under this section must state the grounds on which it is
given.
(4) The Bank may, with the consent of the Minister,—
(a) amend or modify adirection; or
(b) replace adirection with another direction; or
(c) revoke adirection.
(5) To avoid doubt, the Bank may exercise the power conferred by subsection
(1) by giving a direction to a registered bank in respect of an associated
person of that registered bank, and vice versa.

113A Scope of directions
A direction given under section 113 may require a registered bank or an
associated person of aregistered bank to—

(a) consult with the Bank immediately, and from time to time, about the
circumstances of the registered bank or of an associated person of the
registered bank and the methods of resolving any difficulties facing the
registered bank or the associated person; or
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(b) carry on business, or any part of its business, in accordance with the
direction; or

(c) ceaseto carry on its business, or any part of its business, in accordance
with the direction; or

(d) ensure that any officer or employee of the registered bank or associated
person ceases to take part in the management or conduct of its business
except with the permission of the Bank and so far as that permission
extends; or

(e) remove or replace any of the directors of an associated person of the
registered bank; or

(f) remove or replace its auditor or appoint an auditor approved by the
Bank; or

(8) taketheaction that isspecified in thedirection to address a breach of any
condition of its registration; or

(h) take the action that is specified in the direction to address any
circumstances of financial difficulties; or

(i) take any other action that may be specified in the direction.

113B Power to remove, replace, or appoint directors
(1) This section appliesif the Bank has reasonable grounds to believe that—
(a) any of the circumstances referred to in section 113 (1) exists; and
(b) it is necessary to remove, replace, or appoint a director of a registered
bank or of an associated person of aregistered bank.
(2) If this section applies, the Bank may—
(a) remove or replace a director of any registered bank or of an associated
person of any registered bank; or
(b) appoint any person as a director of any registered bank or of an
associated person of any registered bank.
(3) The Bank must—
(a) obtain the consent of the Minister before exercising the power conferred
by subsection (2); and
(b) exercise that power by giving notice in writing to—
(i) thedirector or the person concerned; and
(i) if applicable, the Registrar of Companies.
(4)A notice given under subsection (3)(b)(ii) is sufficient compliance with
section 159 of the Companies Act 1993 aslong as the notice is accompanied
by the form of consent and certificate required under section 152 of that Act.
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(5) This section has effect despite any enactment, rule of law, or the terms of
the constitution of, or the instrument or contract creating, a registered bank
or an associated person of aregistered bank.

114 Offence to contravene directions

(1) Every person commits an offence against this Act who, being a registered
bank or associated person, without lawful justification or excuse,
contravenes, or fails to comply with, adirection under section 113.

(2) Every person commits an offence against this Act who, being an officer or
employee of aregistered bank or of an associated person, without lawful
justification or excuse, obstructs, hinders or preventsthat registered bank or
associated person giving effect to any direction given under section 113.

(3) The penalty for an offence against this section is set out in section 156AC.

115 Offence to disclose giving of direction

(1) Subject to subsections (2) and (3), every person commits an offence against
this Act who discloses that a direction has been given under section 113 or
that a notice has been given under section 113B.

(2) Nothing in subsection (1) applies to the disclosure or publication of the fact
that adirection or notice has been given where the disclosure or publication
is made—

(a) to any professional or financial adviser of the registered bank or
associated person to which the direction or notice relates:

(b) withthewritten consent of the Bank, for the purposes of the sale or other
disposition, or the possible sale or other disposition, of the whole or any
part of the capital, or business undertaking, of the registered bank or
associated person:

(c) by the Bank or with the written consent of the Bank,—

(i) tothe public; or
(i) to any person who has a proper interest in knowing that the
direction or notice has been given.

(3) Nothing in subsection (1) applies to the disclosure or publication of the fact
that a direction has been given requiring the actions set out in section
113A(d) or section 113A(e) or section 113A(f) for the purpose of giving
effect to that direction.

(4) The penalty for an offence against this section is set out in section 156AA.
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116 Miscellaneous provisions with respect to directions and dispositions

(1) A direction given under section 113 is taken to have been given on delivery
to the head office, registered office, principal place of business in New
Zedland, or address for service of the registered bank or associated person
of the registered bank.

(2)If the Bank has reasonable grounds to believe that 1 or more of the
circumstances listed in section 113 (1) exist, it may, with the consent of the
Minister, by notice in writing to the parties, approve any sale or other
disposition of the whole or part of the capital or business undertaking of the
registered bank or associated person of the registered bank specified in the
notice.

(3) If the Bank grants an approval under subsection (2), the provisions of any
enactment requiring any consent, licence, permission, or clearance or other
authority do not apply as a condition of the legality or validity of the sale or
other disposition.

(4) For the purposes of this section, address for service, in relation to a
registered bank, means the address for service specified in a disclosure
statement published in accordance with section 81.

Satutory management of registered banks

117 Statutory management of registered banks and associated persons

(1) The Governor-General may, from time to time, by Order in Council, on the
advice of the Minister given in accordance with a recommendation of the
Bank,—

(a) declare that—
(i) any registered bank:
(i) any associated person of aregistered bank—
is subject to statutory management; and
(b) appoint 1 or more persons as statutory manager or statutory managers of
that registered bank or associated person for a specified period.

(L) If any question arises as to whether, on the date on which a statutory
manager was appointed, an act was done or a transaction was entered into
or effected before or after the appointment, that act or transaction must, in
the absence of proof to the contrary, be treated as having been done or
entered into or effected, as the case may be, after the appointment of the
statutory manager.

(2) If an Order in Council is made under subsection (1), every subsidiary of a
registered bank declared to be subject to statutory management, except any
subsidiary declared to be a subsidiary to which the order does not apply, is
subject to statutory management and the appointment of a statutory
manager for the specified period in respect of that registered bank also
applies to those subsidiaries.
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(4) If a registered bank acquires a subsidiary after it has been declared to be
subject to statutory management under subsection (1), that subsidiary is not
subject to statutory management unless a further Order in Council is made
declaring that subsidiary to be subject to statutory management.

(3) Where aregistered bank or an associated person of aregistered bank that is
declared to be subject to statutory management or a subsidiary of a
registered bank that becomes subject to statutory management under
subsection (2), isincorporated outside New Zealand or is an unincorporated
body having its head office or principa place of business outside New
Zedland, the provisions of this Part relating to statutory management shall
apply to the property, rights, assetsand liabilitiesrelating toitsNew Zealand
business.

(4) Every Order in Council made under subsection (1) must specify the date on
which, and the time at which, the Order in Council comes into force.

(5) The date and time as specified must not be earlier than the date on which,
and the time at which, the Order in Council is made.

(6) A person appointed under subsection (1)(b) has all the rights and powers
conferred, and all the duties imposed, on a person appointed under section
101 and, without limitation, the following provisions apply, with any
necessary modifications, asif that person were appointed under section 101:
(a) section 102 (which relates to powers to carry out an investigation of the

affairs of aregistered bank); and
(b) section 103 (which sets out offencesin relation to investigations); and
(c) section 104 (which sets out the requirements that must be complied with
by a person carrying out an investigation).
(7) Subsections (1)(a) and (2) are subject to section 139J (4).

118 Grounds on which registered bank may be declared to be subject to

statutory management

(1) The Bank must not make a recommendation under section 117 unless—

(a) itissatisfied on reasonable grounds that 1 or more of the circumstances
listed in section 113 (1)(a) to () exist; or

(b) aregistered bank or an associated person of aregistered bank has failed
to comply with a direction given under section 113.

(2) The Bank shall, as soon as practicable after the making of an Order in
Council declaring a registered bank or associated person to be subject to
statutory management, give written notice to the registered bank or
associated person stating the grounds on which the recommendation made
by the Bank was made.
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119 Advisory committee

(1) Where an Order in Council is made under section 117 declaring aregistered
bank or an associated person to be subject to statutory management, the
Minister may, by noticein writing to the statutory manager of that registered
bank or associated person, on the recommendation of the Bank, appoint the
persons specified in the recommendation as an advisory committee.

(2) The functions of an advisory committee shall be—

(a) to advise the statutory manager on the conduct of the statutory
management, including the exercise of the powers conferred by this Part:

(b) to do such other things as may be specified by the Minister, from timeto
time, by notice in the Gazette.

(3) The members of an advisory committee shall be appointed for such period
asis specified in the notice of appointment.

(4) The Minister may, by noticeinwriting, on the recommendation of the Bank,
extend the term of appointment of a member of an advisory committee.

(5) The Minister may, by noticeinwriting, on the recommendation of the Bank,
appoint a person to be an additional member of an advisory committee.

(6) The Minister may terminate the appointment of a member of an advisory
committee for inability to perform the functions of the office, bankruptcy,
neglect of duty, or misconduct proved to the satisfaction of the Minister.

(7) A member of an advisory committee may resign office by notice in writing
to the Minister.

(8) A notice under subsection (1) or subsection (5) must specify the date on
which it comes into force (which date must not be earlier than the date on
which the Minister signed the notice).

(9) Every notice given under this section must be published in the Gazette as
soon as practicable.

120 Statutory manager to comply with directions of Bank

Subject to section 142, every statutory manager of a registered bank shall
comply with any directions given in writing by the Bank relating to the exercise
of the powers of that statutory manager under this Part.

121 Considerations affecting exercise of powers by statutory manager
(1) In exercising the powers conferred by this Part a statutory manager of a
registered bank shall have regard to—
(a) the need to maintain public confidence in the operation and soundness
of thefinancial system:
(b) the need to avoid significant damage to the financial system:
(c) to the extent not inconsistent with the considerations referred to in
paragraphs (a) and (b), the need to resolve as quickly as possible the
difficulties of that registered bank:
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(d) to the extent not inconsistent with the considerations referred to in
paragraphs (a), (b) and (c), preserving the position of creditors and
maintaining the ranking of claims of creditors:

(e) the advice of the Bank.

(2) Every statutory manager shall—

(a) consult with the Bank, to the extent required by the Bank, as to the
exercise of those powers:

(b) providethereportsthat the Bank may require asto the state of the affairs,
business, and statutory management of the registered bank to persons
specified by the Bank (including, but not limited to, the Bank) in the
form and with the frequency that the Bank may require:

(c) provide the information that an advisory committee appointed under
section 119 may reasonably require as to the affairs, business, and
statutory management of the registered bank.

(3)A statutory manager may refuse to supply information to an advisory
committee under subsection (2)(c) if the Bank considers that the refusal is
appropriate and gives its written approval to the statutory manager
accordingly.

121A Statutory manager to avoid actions likely to have detrimental effect

(1) A statutory manager who has reasonable cause to believe that an action he
or she proposesto take is an action that islikely to have a detrimental effect
on financial system stability in Australia must—

(a) notify the Bank as soon as practicable; and
(b) obtain the Bank's written consent before taking that action.

(2) The statutory manager is not required to comply with subsection (1) if the
statutory manager is satisfied that it is not reasonably practicabletodo soin
the circumstances, having regard to urgency or other similar constraint.

(3) Where the Bank receives a notification under subsection (1), it must provide
details of the notification to every prescribed Australian financial authority
it considers to be relevant in the circumstances before granting written
consent to the statutory manager.

(4) The Bank is not required to comply with subsection (3) if the Bank is
satisfied that it is not reasonably practicable to do so in the circumstances,
having regard to urgency or other similar constraint.

(5) No performance of a function or duty or exercise of a power isinvalid by
reason only of afailure to comply with the provisions of this section.

(6) A statutory manager may consult aprescribed Australian financia authority
about whether an action the statutory manager proposes to take is likely to
have a detrimental effect on financial system stability in Australia.
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122 Moratorium

(1) Where a registered bank is declared under section 117 to be subject to
statutory management, no person shall—

(a) commence or continue any action or other proceedings, including
proceedings by way of counterclaim, against that registered bank:

(b) issue any execution, attach any debt, or otherwise enforce or seek to en-
force any judgment or order obtained in respect of that registered bank:

(c) take any steps to put that registered bank into liquidation or voluntary
administration:

(d) enter into possession, sell, or appoint a receiver of the property of that
registered bank or property in respect of which the registered bank has
an equity of redemption:

(e) exercise or continue any power or rights under, or in pursuance of, any
mortgage, charge, debenture, instrument, or other security over the
property of that registered bank:

(f) claim or recover, pursuant to any retention of title clause, hire purchase
agreement, mortgage, lease, or security, any property in the possession
of the registered bank:

(8) determine or forfeit any tenancy, retake or re-enter any premises, or
exercise or continue any power or rights under or in pursuance of any
lease, against that registered bank:

(h)exercise any right of set-off against that registered bank.

(2) Notwithstanding subsection (1), an action or proceeding may be commenced
or continued against a registered bank for the purpose of determining
whether any right or liability existsif the leave of the statutory manager or
the High Court is first obtained.

(3) Notwithstanding subsection (1), a statutory manager may waive the
application in whole or in part of that subsection (except paragraph (c)) to
any creditor or class of creditorsin respect of the whole or part of any claim
of, or security held by, that creditor or class of creditors.

(4) Subject to this Act, nothing in subsection (1) affects the existence of any
security over the property of any registered bank or its priority over other
debts.

(5) Nothing in subsection (1)(a), (b), and (d) to (h) limits or prevents any person
from taking any of the actions specified in those paragraphsin relation to an
obligation incurred or a right granted under a deed, instrument, trust, or
contract entered into by a registered bank after the date on which, and the
time at which, that registered bank was declared to be subject to statutory
management.
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(6) [ Repealed]

(7) In the case of a netting agreement to which sections 310A to 3100 of the
Companies Act 1993 or sections 255 to 263 of the Insolvency Act 2006
apply,—

(a) nathing in subsection (1)(h) appliesto any right of set-off provided for in
the netting agreement; and

(b) nathing in subsection (1) limits or prevents the exercise of any of the
following rights under the netting agreement:

(i) the termination, in accordance with the netting agreement, of all
or any transactions that are subject to the netting agreement by
reason of the occurrence of an event specified in the netting
agreement, being an event (including the appointment of a
statutory manager) occurring not later than the commencement
of statutory management; or

(i) the taking of an account, in accordance with the netting
agreement, of all money due between the parties to the netting
agreement in respect of transactions affected by the termination;
and

(c) nathing in subsection (1) limits or prevents the exercise of any right
referred to in paragraphs (d) to (f) of that subsection in respect of any
property of that registered bank to the extent that the right is exercised
to enforce, or to assist in enforcing, the due performance, by that
registered bank, of obligations entered into by that registered bank under

a recognised multilateral netting agreement (within the meaning of

section 310A of the Companies Act 1993).

(8) In the case of netting under the rules of a designated settlement system,—
(a) nothing in subsection (1) limits or prevents the exercise of any rights

relating to the calculation of a netted balance under those rules; and

(b) nathing in subsection (1) limits or prevents the exercise of any right
referred to in paragraphs (d) to (f) of that subsection in respect of any
property of that registered bank if the right that is exercised—

(i) isprovided under the rules of the designated settlement system;
and

(i) has been granted to secure, or to assist in securing, the due
performance, by that registered bank, of obligations entered into
by that registered bank under those rules.

(9) For the purpose of subsection (8), netted balance and netting have the mean-
ings set out in section 156L.

(10 Subsection (1) is subject to section 139J(1) to (3).
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123 Statutory manager may incorporate company under Companies Act 1993

to acquire business of branch of foreign institution

(1) Where aregistered bank, which isabranch of abody corporate incorporated
outside New Zealand or, as the case may be, any unincorporated body
having its head office or principal place of business outside New Zealand,
is declared to be subject to statutory management, the statutory manager
may —

(a) form and register abody corporate under the Companies Act 1993 or any
other Act:

(b) subscribe for or acquire, as trustee for that body corporate or
unincorporated body, as the case may be, al or any of the shares of the
body corporate:

(c) dlot or issue al or any of the sharesin that body corporate as fully or
partly paid, asthe case may be, up to the value, after deducting the value
of any liabilities vested, of any property, rights, and assets vested in that
body corporate pursuant to subsection (2).

(2) The Governor-General may, by Order in Council, on the advice of the
Minister, given in accordance with a recommendation of the Bank, declare
that the whole or any part of any property, rights, assets, and liabilities of
any such branch relating to the business carried on by that branch shall vest
in that body corporate on a date specified in the order and the property,
rights, assets, and liabilities shall vest in that body corporate on the date
specified.

(3)Nothing in subsection (2) shall reduce, extinguish, or affect any obligation
or liability of abody corporate incorporated outside New Zealand or, asthe
case may be, an unincorporated body having its head office or principal
place of business outside New Zealand.

(4) Every body corporate formed and registered under subsection (1) shall, for
the purposes of this Part, be deemed to be a registered bank subject to
statutory management as if that body corporate had been declared to be
subject to statutory management pursuant to section 117, and the statutory
manager of it, in its capacity as a branch, shall be the statutory manager of
that body corporate asif that statutory manager had been appointed pursuant
to that section and the provisions of this Part shall apply accordingly.

124 Vesting of property subject to security

(1) An order may be made under section 123 vesting any property, rights, and
assets of abranch in abody corporate formed and registered pursuant to that
section notwithstanding the existence, or the terms and conditions, of any
security over that property, or those rights or assets, in favour of any other
person.
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(2) Any property, rights or assetswhich are declared to vest pursuant to an order
made under that section in the body corporate, being property, rights or
assets subject to a security in favour of any other person, shall continue to
be subject to that security.

125 Proof of vesting
(1)No Registrar of Deeds, or District Land Registrar, or any other person
charged with the keeping of any books or registers, shall be obliged solely
by reason of section 123 to change the name of any body corporate or
unincorporated body referred to in that section to that of any company
formed and registered pursuant to that section in those books or registers or
in any document.
(2) The presentation to any Registrar or other person of any instrument, whether
or not comprising an instrument of transfer, by the company—
(a) executed or purporting to be executed by the company; and
(b) relating to any property held before the date specified in an Order in
Council made pursuant to that section by that body corporate or
unincorporated body; and
(c) containing arecital that the property has become vested in the company,
by virtue of the provisions of that section—
shall, in the absence of evidence to the contrary, be sufficient proof that the
property is vested in the company.

126 Prohibition against removal of assets

(1) Except with the consent of the statutory manager, no person shall transfer or
removefrom New Zealand any property or assets of aregistered bank which
is declared to be subject to statutory management.

(2) A person commits an offence if the person contravenes subsection (1).

(&) The penalty for an offence against this section is set out in section 156AC.

(3)Nothing in subsection (2) shall prevent the issue of an injunction or the
making of any order to prevent any property or assets being removed from
New Zealand.

(4) Subsection (1) is subject to section 139J (1) to (3).

127 Statutory manager may suspend payment of money owing

(1) The statutory manager of a registered bank may, despite the terms of any
contract,—
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(a) suspendinwholeor in part the repayment of any deposit, or the payment
of any debt, or the discharge of any obligation, to any person; and
(b) cancel the obligation to provide funding to any person.

(2) A suspension or cancellation by a statutory manager under subsection (1)
does not constitute a breach or repudiation of any contract entered into by
the registered bank with any person.

(3)Nothing in subsection (1) shall authorise the suspension by the statutory
manager of the repayment of any deposit, or the payment of any debt, or the
discharge of any abligation, or the cancellation by the statutory manager of
any obligation to provide funding, to any person where the obligation to
repay the deposit, or to pay the debt, or the obligation, was incurred by the
registered bank, or by the statutory manager, after the date upon which, and
the time at which, the registered bank became subject to statutory
management.

(4) Nothing in subsection (1) authorises the suspension by the statutory manager
of the payment of any amount that would be included in the calculation of
a netted balance in accordance with section 310C of the Companies Act
1993 or section 257 of the Insolvency Act 2006 or section 156R, asthe case
may be. However, subsection (1) applies to the payment of the netted
balance.

(5) Subsection (1) is subject to section 139J (1) to (3).

128 Management of registered bank to vest in statutory manager

(1) Subject to this Part, where a registered bank is declared to be subject to
statutory management, the management of that registered bank shall, on and
after the date, and at and from the time, specified in the order, vest in the
statutory manager.

(2) Where aregistered bank is declared to be subject to statutory management,
it shall not be lawful or competent for any director, manager, or other person
to be engaged in the management or conduct of its business, or to act as an
officer or as the agent, or servant, of the registered bank, except with the
permission of the statutory manager and so far as that permission extends.

(3) Subsection (2) is subject to section 139J (1) to (3).

129 Powers of statutory manager
(1) Subject to this Part, a statutory manager shall have all such powers, rights,
and authorities as may be necessary for the purposes of this Part.
(2) Without limiting subsection (1), astatutory manager has, and may exercise,—
(a) all the powers, rights, and privileges that the registered bank has under
any contract or otherwise:
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(b) inthe case of abody corporate, all the powers of the membersin general
meeting and the board of directors of that body corporate:

(c) in the case of a partnership, all the powers exercisable by a partner or
partners.

(3) Without limiting subsection (1), a statutory manager has, and may exercise,
all of the powers conferred on aliquidator of a company by section 269 of
the Companies Act 1993 in the same manner asif the statutory manager was
the liquidator of a company in liquidation under that Act, and al the
provisions of that section shall apply in respect of the disclaimer of any
property of the registered bank as if that property was property of a
company to which that section applied.

130 Statutory manager empowered to carry on business of registered bank
Subject to this Part, a statutory manager of aregistered bank may carry on all
or any part of the business of the registered bank and has, and may exercise, in
relation to the registered bank, all such powers, rights, and authorities as may
be necessary to carry on that business.

131 Statutory manager may pay creditors and compromise claims
Subject to this Part, a statutory manager of a registered bank shall, for the
purposes of carrying on the business of the registered bank, have power to—

(a) pay, inwholeorin part, any creditor or classof creditorsof theregistered
bank:

(b) make any compromise or arrangement with any creditor, or person
claiming to be a creditor, of the registered bank:

(c) compromise al calls, debts and claims subsisting, or supposed to
subsist, between the registered bank and any other person, and all
questions relating to the assets of the registered bank, and give a
complete or partial discharge.

132 Sale of registered bank

(1) Subject to this Part, the statutory manager of a registered bank may sell or
otherwise dispose of the whole or any part of the business undertaking of
the registered bank to such person and upon such terms and conditions as
the statutory manager thinksfit.

(2) Without limiting any other powers of the statutory manager, for the purposes
of subsection (1), the statutory manager shall have power to—

— 348 —

b) dofhit A WM 22 AR f2ERF AT 28
43

@4t ep  EPAEER LTS -

QEFDFLRLT » FREF AL LEFR K 1993 &

2P kS 260 ERRE 2P FE

N A

’@%@ # "\J_vm A
FIRETT D2 A

%130 ZREFTAAHEEEMBATES

ﬁ_
BEAFZARETT M RAFLFTE P AFTLEY I £/
ZrME T ER o PR I FEREGEN T M
PSR T A Bl

%1314 XREEANFHAHALHRFE R
EAFZRTT AP AFLETEE A SE LN 8217
¥z b BT A —
(@) DINAIMS L HIFZEAP A2 TR IF A _{l?;fé_ﬁiﬁiﬁ
4
(b) B RiF2 AN IERLZFRAZERALITD
EN fof EA A

Fe i 3l B e R e s 4 4

=~

(©)

RER - -

%132 4% EMBTZHE

DerFZRTT AP RFLZETEFAFTRZLEFA
.\‘
B

MLW L2 EHFEEE  BIp REFEREY 2 20A
mmé*%é&ﬁﬁéigﬁkméﬁﬁikio

QbeAWFlETEFLA2EPHBES FRT > S 50DAEL
Peno FREE AT RS —



Reserve Bank of New Zealand Act 1989

(a) form and register abody corporate under the Companies Act 1993 or any
other Act:

(b) subscribe for or acquire all or any of the shares of that body corporate:

(c) transfer to that body corporate the whole or any part of the business
undertaking of the registered bank:

(d) alotorissueall or any of the sharesin that body corporate to any person,
credited asfully or partly paid, as the case may be, up to the value of the
business undertaking transferred to that body corporate:

(e) sell al or any of the shares, or the whole or any part of the business
undertaking, of that body corporate to such person and upon such terms
and conditions as the statutory manager thinks fit.

(3) The statutory manager shall not sell or otherwise dispose of —

(a) the whole or any substantial part of the business undertaking of a
registered bank pursuant to subsection (1):

(b) any of the shares of any body corporate formed and registered pursuant
to subsection (2)(a):

(c) thewhole or any substantial part of the business undertaking of any body
corporate formed and registered pursuant to subsection (2)(a),—

unlessthe statutory manager has consulted with the Bank and the Bank, with

the consent of the Minister, has given approval inwriting to the sale or other
disposition and the terms and conditions of it.

133 Consents not required under other Acts

The provisions of any enactment or agreement requiring any consent, licence,
permission, clearance or other authority shall not have any application in re-
spect of —

(a) the sale or other disposition of the whole or any part of the business
undertaking of aregistered bank pursuant to section 132 (1):

(b) the sale or other disposition pursuant to section 132 (2)(e) of any of the
shares of any body corporate formed and registered pursuant to
subsection (2)(a) of that section:

(c) thesale or other disposition pursuant to section 132 (2)(e) of the whole or
any part of the business undertaking of that body corporate—

being a sale or disposition to which the Bank has, with the consent of the

Minister, given its approval under section 132(3).
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134 Sale of property or assets subject to a security

(1) A statutory manager may—

(a) sell or otherwise dispose of any property or assets of a registered bank
pursuant to section 132 (1); or

(b) sell or otherwise dispose of any property or assets of a registered bank
to any body corporate formed and registered pursuant to section 132
(2)(a); or

(c) sl or otherwise dispose of any shares, or property or assets, of a body
corporate formed and registered pursuant to section 132 (2)(a)—

notwithstanding the existence, or the terms and conditions, of any security

over the property or those assets in favour of any other person.

(2) If the statutory manager of a registered bank sells or otherwise disposes of
any property or assets of that bank under section 132 (1), being property or
assets subject to a security interest, other than a security interest of the kind
described in subsection (6), the person entitled to the security interest must
be paid out of the proceeds of sale or other dispositionin priority to all other
claims other than the costs of the statutory manager in selling or disposing
of the property or assets.

(3) Where a statutory manager of aregistered bank sells or otherwise disposes
of any property or assets of that registered bank to any body corporate
formed and registered pursuant to section 132 (2)(a), being property or assets
subject to a security in favour of any other person, the property or those
assets shall continue to be subject to that security.

(4) If astatutory manager of aregistered bank sells or otherwise disposes of any
shares in a body corporate formed and registered under section 132 (2)(a),
any property or assets of which are subject to a security interest, other than
asecurity interest of the kind described in subsection (6), the person entitled
to the security interest must be paid out of the proceeds of sale or other
dispositionin priority to all other claims other than the costs of the statutory
manager in selling or disposing of the shares.

(5) If astatutory manager of aregistered bank sells or otherwise disposes of any
property or assets of a body corporate formed and registered under section
132 (2)(a), being property or assets subject to security interest, other than a
security interest of the kind described in subsection (6), the person entitled
to the security interest must be paid out of the proceeds of sale or other
dispositionin priority to all other claims other than the costs of the statutory
manager in selling or disposing of the property or assets.
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Reserve Bank of New Zealand Act 1989

(6) The kind of security interest referred to in this section is a security interest
that—

(a) isover all or any part of the bank's or body corporate's (as the case may
be) accountsreceivable and inventory or all or any part of either of them;
and

(b) is not a purchase money security interest that has been perfected at the
time specified in section 74 of the Personal Property Securities Act
1999; and

(c) is not a security interest that has been perfected under the Personal
Property Securities Act 1999 at the time the registered bank was
declared to be subject to statutory management and that arises from the
transfer of an account receivable for which new valueis provided by the
transferee for the acquisition of that account receivable (whether or not
the transfer of the account receivable secures payment or performance
of an obligation).

(7)In this section, account receivable, inventory, new value, purchase money
security interest, proceeds, and security interest have the same meanings as

in the Personal Property Securities Act 1999.

135 Proof of transactions

(1) The presentation to any Registrar of Deeds, or District Land Registrar, or
any other person charged with the keeping of any books or registers, of any
instrument transferring or otherwise disposing of any property or assets of
a registered bank or any shares in, or property or assets of, any company
incorporated pursuant to section 132 (2)(a)—

(a) executed or purporting to be executed by or on behalf of the registered
bank or company; and

(b) containing arecital that the transfer or other disposition of the property
or assets of the registered bank, or the sharesin, or property or assets of,
the company, is made pursuant to section 132—

shall, in the absence of evidence to the contrary, be sufficient proof that the

transfer or other disposition is made under the authority of that section.

(2) The presentation to any Registrar of Deeds, or District Land Registrar, or
any other person charged with the keeping of any books or registers of a
certificate signed by the statutory manager that the amount secured by a
charge over any property or assets of a registered bank or any company
formed and registered pursuant to section 132 (2)(a) has been paid shall, in
the absence of evidence to the contrary, be sufficient proof that the amount
secured by the charge has been repaid.

— 354 —

(@) 4437
,y\i n& @§M>’éﬁékﬂE*~;i€%¥E@€“
VAN 4

(&%”m%ﬁ%ﬁ% < 8 TARRY TFE R 72
EFflE 2

©) ;ggi UGB T 2 X2 T E FpF e k1999 & 6 & ¥ i

BT RCMEE R R A BT R bR 2o pF e 4% R AT
rmi@ﬁ@ﬂﬁi<ﬁ;@ﬁ%%ﬁ§i@%%i
HEEA RSB T) TAL ZHEFNE -

(7)™ G 4rdy 2 bR ~ R~ MRAE - RBRERAIS

BN~ EEEAA B2 2 & > & 1999 & & F R 2 TR

iR

(6) & i 45 2 %,ﬂnﬁﬁ’ﬁﬁTﬂ%%ﬂ
L7 Z_

¥

F 1354 RNHZHEWHA

DeEeXipz gl PRI FElaEmEB ] 7
guix A ‘J—**afﬁ'if{fa;riié AL BT E PR R
AP R ERMARNT A M;t%i 132 ”£§2<2>I€“‘()

=7 T Sk B AN S A

T RTARTY > AAF;

%A TEZ LT 2 ﬁ'ﬁg\l}%@/}—

@ daP AEFA2FEFA LT ES

(b) 7 F %% 132 % 2 R T & s 31 ﬁf’fiﬁ’fﬁ.i\'
ARG T 2N MART A2 o

2.

Qe EeZyp2 Fel P RIFFElaEmides §§ K
FarEp Ao Erde AL BT Lid 2 2E
FAEF M L A k% 132 5 (2% ¥ ()i
HEMR I FRZERIP 2L ERHASNTA L ZF 2
R GE BN S BEFRLERT O BLIE
Pre W R E T 2 3RO o

|
[ N}
()
ot
|



Reserve Bank of New Zealand Act 1989

136 Liquidation of registered banks
(1) Subject to this Part, a statutory manager of a registered bank may, with the
prior approval of the Bank,—

(a) inthe case of aregistered bank which may be put into liquidation under
the Companies Act 1993, apply under that Act to put the registered bank
into liquidation:

(b) inthe case of aregistered bank which isan individual, petition under the
Insolvency Act 2006 to have that registered bank declared bankrupt:

(c) in the case of aregistered bank constituted under any other Act, take
such steps as are provided for in that Act for the winding up, liquidation,
or dissolution of that registered bank.

(2) The Governor-General may, by Order in Council, on the advice of the

Minister givenin accordance with arecommendation of a statutory manager

of aregistered bank, not being aregistered bank referred to in subsection (1),

order that the registered bank to which the recommendation relates shall be

wound up in such manner as may be specified in the order and, in any such
case, the registered bank shall be wound up in the manner specified.

(3) A statutory manager shall not make a recommendation under subsection (2)
without the prior approval of the Bank.

(4) Nothing in this section limits or affects any other enactment which provides
for the winding up, liquidation, or dissolution of any body corporate or any
class of body corporate.

137 Provisions applying where liabilities included in sale
(1) Where dl or any part of any liability of aregistered bank isincluded in the
sale or other disposition of the business undertaking of that registered bank,

or any part of it, pursuant to section 132—

(a) the registered bank shall, as from the date of such sae or other
disposition, berelieved from all its obligationsin respect of that liability,
or part of it; and

(b) the person entitled to performance in respect of that liability shall be
entitled to enforce performance of that liability or part of it against the
person to whom the business undertaking is sold or otherwise disposed
of in the same manner and to the same extent as that person was entitled
to enforce performance against the registered bank; and

(c) the inclusion of part of aliability shall not relieve the registered bank
from any obligation in respect of any part of the liability not included in
the sale or other disposition.
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(2) Where @l or any part of any liability of a body corporate formed and
registered under section 123 (1), or &l or any part of any liability relating
to the business carried on by a branch of any body corporate
incorporated outside New Zealand or, as the case may be, any
unincorporated body having its head office or principal place of business
outside New Zealand, is included in such a sale or other disposition,
nothing in subsection (1)(a) shall relieve any body corporateincorporated
outside New Zealand or, as the case may be, any unincorporated body
having its head office or principal place of business outside New
Zedland from any obligation in respect of that liability.

138 Power to trace property improperly disposed of

(1) In any case where, whether before or after the passing of this Act,—

(a) any property has been acquired by a person in circumstances which
causeit to bejust and equitable that that person should hold it upon trust
for any registered bank that has been declared to be subject to statutory
management; or

(b) any property has been improperly disposed of, whether or not the
property has become subject to a trust,—

the court may, if it thinks fit, make an order—

(c) that the property be transferred or delivered to the statutory manager:

(d) that any person who acquired or received the property, or his or her
administrator, shall pay to the statutory manager asum not exceeding the
value of that property.

(2) For the purpose of giving effect to any such order, the court may make such
further order asit thinks fit.

(3) No order made pursuant to this section shall deprive any other person of any
estate or interest in the property if the estate or interest was acquired in good
faith and for valuable consideration.

(4) Nothing in this section restricts the operation of the Companies Act 1993.

139 Application of certain provisions of Companies Act 1993

(1) Sections 275, 292 to 301, 310G, 310I, and 312 of the Companies Act 1993
shall apply to a registered bank that is subject to statutory management
under this Act in all respects, and with such modifications as may be
necessary, asif—

— 358 —

Ld ER LS

IH
e

(Q,

(w
e
-~
B

,(Q.‘

%(I)Iﬁ%a#’“ =
-}’_ "l“'KA,\ ) ‘\‘%"“

P

] oW W
2
N \t ~

= om
=B 5o e B

W*“‘»"—U (R A W I
ﬁxF\};’K‘\:xI LA &
é):(a)—r}\\*ﬁai\,_#\é’u% ,‘.&VF W B
B GARERA ) 4 ¢ Fere

{Ei'
b
1}‘5# (Afmm ) 2§ ¥
/{ %El,—,'l

%

g
PR e
W §

1 @“'"\“‘1‘ O
Yo

A
v
e
EIE
g
By
Qe

P
~

=
O R n o

R
¥

)

o

: ’
S
I

Nﬁw
T
‘ )
T
2
A
mﬂ:—

%1384 BERERVMEZIHES
D& #H j‘zz' W2 2 E —
(@ FEA LA FTFRTREEIFMA 241 R
m%éwz#éé* AR L BT
GMA
(mggmﬁébﬁlﬁaﬁﬁ’ﬁﬁﬁﬁé{@éﬁﬁ
AN R S
FRDEFEFFTR TS L —
©FMABES L/ 2 LEF 4
P EFS R EMA A2 A LA Frg A Bt /2 2
EREA-LAREBIEMAR B2 A0 o
Qi sddrczp o Z2RVEFEIFELE- H 2

bt

a

QirmLE L2 HEPTEFZMAZ TR ARSI > R A
EEX2 6L A RANEETRPALHEZHAAZ ARAEE o
) F2 R R UH| 1993 & 2 P F 2 g o

% 139 4% 1993 F 28R4 R ERZEA

(D1993 & =~ P2 % 2751% ~ % 29205 1 % 301 i% ~ % 310G i% »
%30 52 % 32V R ZLCRBIRAT AL 0 R
iEQ* AR RNEATE R iﬁ; 'F‘! SEEEE R R /T*wﬁf'}‘f’—

— 359 —



Reserve Bank of New Zealand Act 1989

(a) theregistered bank was a company in liquidation under that Act; and
(b) the statutory manager of the registered bank was the liquidator of the
company; and
(c) the date on which, and the time at which, the registered bank became
subject to statutory management was the date on which, and the time at
which, the liquidation commenced.
(2)Nothing in section 263 of the Companies Act 1993 shall apply to a
registered bank by virtue of the application of section 312 of that Act.
(3) To avoid doubt, the referencein section 275 (4) of the Companies Act 1993
to clause 1(a) of Schedule 7 of the Companies Act 1993 must be read as a
reference to section 148 (1) of this Act.

Interpretation relating to covered bonds

139A Interpretation
In this section and in sections 139B to 139J, unless the context otherwise
requires,—
cover pool, in relation to a covered bond programme, means assets that—
(a) are owned by the relevant covered bond SPV; and
(b) securethe obligations of that SPV under the covered bond programme
cover pool monitor means a person that meets the requirements of section
1391 (1)
covered bond means a bond, note, or other debt security that has the
following features:
(a) it represents an unsecured obligation of the issuer; and
(b) the principal and interest owing under the bond, note, or other debt

security are guaranteed by a covered bond SPV; and
(c) theobligations under that guarantee are secured by assets that are owned
by that SPV

covered bond programme means any programme of covered bonds under
which, on the security of a single cover pool, covered bonds may be issued
covered bond SPV has the meaning given to it by section 139B
issuer has the meaning given to it by section 139C
own includes holding abeneficial, or legal, interest or entitlement, and owned
and owner have corresponding meanings
registered covered bond programme means a covered bond programme that
has been registered under section 139G
SPV means a specia purpose vehicle.
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139B Meaning of covered bond SPV

In sections 139A to 139J, covered bond SPV means, in relation to a covered

bond programme, a person that—

(@) is, or will be, the owner of an asset that has been, or will be, sold,
assigned, or otherwise transferred to it by, or on behalf of, an issuer or
an associated person of an issuer; and

(b) has granted, or may grant, a security interest in that asset for the benefit
of the secured creditors under the covered bond programme; and

(c) carries on a business of acting as covered bond guarantor under the
covered bond programme (including any business incidental to that
purpose); and

(d) (other than as described in paragraph (c)) does not carry on any other
kind of business.

139C Meaning of issuer

(1) For the purposes of sections 139A to 139], issuer—
(a) means—

(i) aregistered bank that issues or intendsto issue covered bonds, or
guarantees such covered bonds:

(i) an entity, or a member of a class of entities, specified in
regulations made under section 139F (3)(a) that issues or intends
to issue covered bonds, or guarantees such covered bonds; and

(b) includes abank referred to in paragraph (a)i) that—

(i) has had its registration cancelled under section 77; and

(i) hasaregistered covered bond programme.

(2) However, if an issuer (issuer A) transfers all of the rights and obligations
relating to a covered bond programme to another issuer (issuer B), issuer B
is, from the time of the transfer, the issuer for the purposes of sections 139A
to 139J.

(3) To avoid doubt, subsection (2) does not affect the rights or obligations of
issuer A before the transfer.

Registration of covered bond programmes

139D Register of registered covered bond programmes

(1)The Bank must keep a public register of registered covered bond
programmes.
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(2) The Bank—

(a) must determine the form and content of the register and may amend that
form and content as it considers necessary; and

(b) may, based ontheassetsin, or that may beincluded in, the relevant cover
pool, designate registered covered bond programmes to particular
classes of registered covered bond programmes, as specified by the
Bank.

(3) The Bank must take al reasonable steps to ensure that the information
contained in the public register is available to members of the public at all
reasonable times.

(4) A registered covered bond programme must remain on the register despite—
(a) any defectsin the registration process; or
(b) any failure by an issuer to comply with any of the requirements of

section 139H.

(5) However, despite subsection (4), the Bank may remove aregistered covered
bond programme from the register—

(@) if—

(i) al obligations under that programme have been fulfilled; or
(i) thesecurity interest over the cover pool has been enforced; or
(i) theissuer has requested the removal; and

(b) if, in all cases, the Bank has received evidence, acceptable to the Bank,
that both the relevant bond trustee and security trustee consent to the
removal.

(6) To avoid doubt,—

(a) registration occurs at the time and date that the Bank enters the details
relating to the covered bond programme on the register:

(b) adefect in the registration process of a covered bond programme does
not affect a person's ability to enforce his, her, or itsrightsin relation to
that covered bond programme or any covered bond issued under that
covered bond programme:

(c) the failure of an issuer to register a covered bond programme or to
comply with any requirement under section 139H does not affect any
other person's ability to enforce his, her, or itsrights in relation to that
covered bond programme or any covered bond issued under that covered
bond programme.
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139E Requirement, and application, for registration of covered bond programme
(1) Only anissuer may apply to the Bank to register acovered bond programme.
(2) An application must be—
(a) made in the manner specified by the Bank; and
(b) accompanied by afee (if any), as determined by the Bank and approved
by the Minister by notice in the Gazette.
(3) The issuer must provide the Bank with any information that the Bank
requiresto enable it to determine the application.
(4) An issuer must not issue, or permit the issue of, a covered bond other than
under aregistered covered bond programme.
(5) Anissuer commits an offence if, without lawful justification or excuse, the
issuer—
(a) issues a covered bond other than under a registered covered bond
programme; or
(b) permitstheissue of acovered bond other than under aregistered covered
bond programme; or
(c) provides information for the purposes of an application that is false or
misleading in any material particular.
(6) The penalty for an offence against this section is set out in section 156AB.

139F Determination of application for registration of covered bond programme
(1) The Bank must not register a covered bond programme unlessit is satisfied
that the requirements set out in subsection (2) are met.
(2) The requirements are as follows:
(a) that the cover pool assets are, or will be, owned by an identified covered
bond SPV that—
(i) isacompany (within the meaning given in section 2 (1) of the
Companies Act 1993); or
(ii) is a person or partnership specified in regulations made under
subsection (3); and
(b) that a cover pool monitor has been appointed; and
(c) that aregister of cover pool assets will be maintained; and
(d) that the covered bond programme specifies, or refers to documents that
specify, procedures and internal controls that ensure—
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(i) theup-to-date and accurate keeping of that register; and
(ii) that the assetsin the cover pool remain consistent with any asset
class designation under section 139D (2)(b); and
(e) that the covered bond programme specifies atest, or tests, to determine,
in accordance with any procedures specified in that programme, whether
the value of the cover pool assetsisat least equal to the principal amount
outstanding on the covered bonds; and
(f) that the covered bond programme provides for the covered bond SPV to
perform, or arrange to have performed on its behalf, the requirements of
section 139H (1)(a) and (b)Xi)—
(i) in the event that any amounts become due and payable by the
covered bond SPV under the covered bond programme; and
(i) until the security interest over the cover pool assets has been
enforced; and
(8) that the issuer is in compliance with all other requirements imposed in
relation to covered bonds by, or under,—
(i) section 74; or
(ii) regulations made under subsection (3).

(3) The Governor-General may, by Order in Council, on the advice of the
Minister given in accordance with a recommendation of the Bank, make
regulations—

(a) specifying entities, or classes of entities, for the purposes of section
139C (D(@)(ii):

(b) specifying persons or partnerships, or classes of persons or partnerships,
for the purposes of subsection (2)(a)(ii):

(c) prescribing additional requirements for the purposes of subsection (2)(8)
@ii):

(d) prescribing conditionsin relation to the entities, persons, or partnerships
referred to in paragraphs (a) and (b).

139G Bank must approve or decline application

(1) Having considered an application made under section 139E (2), the Bank
must either approve or decline the application.

(2) If the Bank is satisfied that an issuer meets the requirements of section 139F
(2), the Bank must approve the application and register the covered bond
programme.

(3) The Bank must otherwise decline the application.
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(4) If the Bank approvesthe application, it must give its decision to the issuer—
(@) inwriting; and
(b) within 60 working days after receiving all of the information required by

the Bank to determine the application.

(5) If the Bank proposes to decline the application, the Bank must, within 60
working days after receiving all of theinformation required to determinethe
application,—

(a) give the issuer natice, in writing, of that proposed decision and the
reasons for it; and
(b) invite the issuer to provide, within 10 working days after the date of the
notice, submissions or further information in response to that proposed
decision; and
(c) takeaccount of any submissions and further information it receivesfrom
theissuer; and
(d) giveitsfinal decision to the issuer—
(i) inwriting; and
(i) within 5 working days after the expiry of the time specified in
paragraph (b) (whether or not the Bank receives any submissions
or further information).

(6) Nothing in this section prevents the Bank and the issuer from agreeing to

modify the time limits specified in subsections (4) and (5).

139H Requirements relating to registered covered bond programmes
(1) Every issuer must, in relation to a registered covered bond programme,—
(a) ensurethat thetest or tests specified in section 139F (2)(e) are carried out
at intervals of not more than 12 months and notify the Bank if the result
of such test or testsis that the value of the cover pool assetsisless than
the principal amount outstanding on the covered bonds; and
(b) ensure that—
(i) aregister of cover pool assetsis maintained; and
(i) it complies with the procedures and internal controls referred to
in section 139F (2)(d); and
(c) notify the Bank—
(i) of every covered bond issued; and
(i) of any material changes to the registered covered bond
programme that would be likely to result in the registered
covered bond programme failing to comply with the
requirements of section 139F (2); and
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(i) if the covered bond programme or the cover pool no longer
complies with any asset class designation under section 139D
(2)(b); and
(d) provide the Bank with any further information it requests in relation to
the covered bond programme; and
(e) ensurethat—
(i) the registered covered bond programme complies with the
regquirements of section 139F (2); and
(ii) thereportsreferredtoin section 1391 (1)(c)(ii) are provided to any
bond trustee and security trustee appointed under the covered
bond programme; and
(i) the Bank is provided with a copy of —
(A) every report prepared by the cover pool monitor in accord-
ance with section 1391 (1)(c)(iii) and (iv); and
(B) if requested by the Bank, any other report prepared by the
cover pool monitor in accordance with section 1391 (1)(c)(ii).

(2) However, if any amounts become due and payable by the covered bond SPV

under the covered bond programme,—

(a) theissuer is not required to comply with subsection (1); and

(b) the covered bond SPV must provide the Bank with any information it
regquestsin relation to that covered bond programme.

(3) If an issuer fails to comply with any of the requirements of subsection (1),
the Bank may, by notice in writing to the issuer, require the issuer to take
such corrective action as the Bank may specify in the notice.

(4) An issuer commits an offence if the issuer, without lawful justification or
excuse, failsto comply with a notice issued under subsection (3).

(5) The penalty for an offence against this section is set out in section 156AB.

Cover pool monitor

1391 Cover pool monitor

(1) A cover pool monitor must be—
(a) independent of the issuer; and
(b) 1 or more of thefollowing:
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(i) alicensed auditor under the Auditor Regulation Act 2011:

(ii) (if the issuer ensures that appropriate arrangements are in place
to ensure that the functions of the cover pool monitor are
performed by, or under the supervision of, a licensed auditor) a
registered audit firm under the Auditor Regulation Act 2011

(i) a member of any other class of persons or firms that has been
approved by the Bank; and

(¢) required, under its contract of appointment, to—

(i) assess, at a given point in time, and in accordance with any
agreed procedures specified in the covered bond programme,—
(A) the arithmetical accuracy of thetests carried out in accordance

with section 139H (1)(a); and
(B) theissuer's compliance with the requirements of section 139H
(1)(b); and

(i) provide the issuer with reports on the matters required under
paragraph (cXi) at intervals of not more than 12 months; and

(i) providereportsat intervalsof not morethan 3 monthsif the cover
pool monitor is not satisfied—

(A) as to the arithmetical accuracy of the tests carried out in
accordance with section 139H (1)(a); or

(B) that the issuer has complied with the requirements of section
139H (1)(b); and

(iv) if subparagraph (iii) applies, continue to provide 3-monthly
reports until the cover pool monitor is satisfied that the issuer has
remedied those matters; and

(v) report on any other matters required by regulations made under
subsection (2).

(2) The Governor-General may, by Order in Council, on the advice of the
Minister given in accordance with a recommendation of the Bank, make
regulations specifying additional matters that the cover pool monitor must
be required to report on, and the information to be provided with such a
report, for the purposes of subsection (1)(c)(v).

(3) For the purposes of this section, independent means independent of both the
issuer and any associated person of the issuer.

(4) However, to avoid doubt, a person's appointment as auditor does not affect
his, her, or itsindependence.
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Satutory management, etc, of issuer

139J Limitation on application of statutory management, etc, provisions to
covered bond SPV

(1) Subsections (2) and (3) apply in relation to the following provisions:

(a) sections 122 (1), 126 (1), 127 (1), and 128 (2) of this Act:

(b) section 248 of the Companies Act 1993:

(c) sections42(1),43(1),44(1), and 45 (2) of the Corporations (Investigation
and Management) Act 1989.

(2) Nothing in a provision referred to in subsection (1)—

(a) prevents the transfer of the legal title to assets in a cover pool from an
issuer to a covered bond SPV:

(b) prevents the transfer, under a contract, of any documentation or data
relating to assetsin a cover pool from the issuer to a covered bond SPV
or aperson acting on behalf of that SPV:

(c) prevents a covered bond SPV, or a person acting on behalf of that SPV,
from exercising a power of attorney granted by the issuer in relation to
assetsin acover pool:

(d) affects the issuer's obligation to pay moneys collected on behalf of, and
held on trust for, a covered bond SPV, to that SPV:

(e) prevents the enforcement of any of the above rights by, or on behalf of,
acovered bond SPV.

(3) However, subsection (2) applies only if —
(a) the covered bond SPV isthe owner of the assets in the cover pool; and
(b) the covered bond programme is registered under section 139G.

(4) A covered bond SPV isnot—

(a) an associated person for the purposes of section 117 (1)(a) of this Act,
section 38 (1)(a) of the Corporations (Investigation and Management)
Act 1989, or section 170 (1)(b) of the Insurance (Prudential Supervision)

Act 2010; or

(b) asubsidiary for the purposes of section 117 (2) of this Act, section 38 (2)
of the Corporations (Investigation and Management) Act 1989, or
section 170 (2) of the Insurance (Prudential Supervision) Act 2010; or

(c) arelated company for the purposes of section 271 of the Companies Act
1993.
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Miscellaneous provisions
140 Application of this Part to joint statutory managers, associated persons,
and subsidiaries

(1) Where an Order in Council is made under section 117 appointing 2 or more
persons as statutory managers of a registered bank, the order shal state
whether the powers conferred by this Part shall be exercised by those
persons acting together or may be exercised individually.

(2) For the purposes of this Part, unless the context otherwise requires,—

(a) references to a statutory manager shall, where 2 or more persons are
appointed as statutory managers include references to those statutory
managers.

(b) where an associated person of aregistered bank is declared to be subject
to statutory management, or a subsidiary of aregistered bank becomes
subject to statutory management under section 117 (2), references in
sections 119 to 139 and in sections 141 to 156 to aregistered bank shall
be read as references to that associated person or subsidiary, as the case
may be.

141 Termination of appointment of statutory manager

(1) The Minister may, by notice in writing to the statutory manager of a
registered bank that is given in accordance with the recommendation of the
Bank, terminate the appointment of that statutory manager for inability to
perform the functions of the office or for bankruptcy or if the Minister is of
the opinion that the statutory manager has failed to perform the statutory
manager's duties satisfactorily.

(2) A statutory manager of a registered bank may resign office by notice in
writing to the Minister.

(3)Where the appointment of a statutory manager is terminated under
subsection (1) or a statutory manager resigns office, or dies, the Minister
may, by notice published in the Gazette, appoint a person to replace that
statutory manager for a specified period.

(3%) Where anotice is published in the Gazette under subsection (3) appointing
2 or more persons as statutory managers, the notice shall state whether the
powers conferred by this Part shall be exercised by those persons acting
together or may be exercised individually.

(4)A statutory manager continues in office until his or her successor is
appointed despite—

(@) hisor her resignation; or
(b) hisor her period of appointment having expired.
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(5) A registered bank continues to be subject to statutory management under
section 117 even though its statutory manager—
(a) has had his or her appointment terminated, or
(b) hasresigned from office; or
(c) hasdied, or
(d) has ceased to hold office because of the expiry of his or her period of

appointment.

(6) The Bank must publish a notice given by the Minister under this section in

the Gazette as soon as practicable.

142 Statutory manager may apply to High Court for directions

(1) A statutory manager of a registered bank may apply to the High Court for
directions concerning the business or property of the registered bank or the
management or administration of that business or property, or the exercise
of any powers under this Part.

(2) On any application under subsection (1) the High Court may give directions
concerning the business or property of the registered bank, or the
management or administration of that business or property, or the exercise
of any powers under this Part and every person shall be bound by any such
directions.

143 Prior winding up, liquidation, or receivership to cease

(1) Where a registered bank, or any subsidiary or associated person of a
registered bank, becomes subject to statutory management, and that
registered bank, subsidiary, or associated person is aready being wound up
or isalready in liquidation, receivership, or voluntary administration,—

(a) thewinding up, liquidation, receivership, or voluntary administration of
that registered bank, subsidiary, or associated person must, for so long
asit continues to be subject to statutory management, cease; and

(b) the person appointed as liquidator, receiver, or administrator must be
discharged.

(2) Where the statutory management of any registered bank, subsidiary, or
associated person referred to in subsection (1) is terminated by, or as the
result of the making of, an Order in Council under section 144 (1), the
liquidation or receivership or voluntary administration of that registered
bank, subsidiary, or associated person shall, unless the Order in Council
terminating the statutory management otherwise provides, and subject to
such terms and conditions as the order may specify, revive asif it had not
ceased by reason of this section.

— 380 —

Glrd AF PRy 172 2T F244 > TFRA 2

d) FIR 5w FEY > < B EH -
6) & 7 B BB AR DT I0E kA ER TS 2 e

1215 HRREFAFASEERERES

Dk 72 LEF A @0 3 E2REH%S § Mir 8155
EBAMA > ATEDBAMATEASE A FR AT R
3 7‘ 4”’ l\ o

(2)3 +*““ (DA RTL B FF2ELT J ML 857 ¥
I A o }x%ﬂ*é?’]é_?@i\' e TR A A
ZHE o T ERABEREES S 2L

$ 143 4% BTz E R

FE RN RBE

(D3 4277 ~ 3P R 2 T fe
3

B

P A ALXINETE
FAIR O DG RGT - F TR M L By E
SR EEA AA R

(a) ‘"Jﬁ;i;ﬂ“ BiE~F P e
ok BRd g g E By HEAFREL]

Bk %

(b) i:}F i'&};%fii;i? A ‘i&’p‘! A ‘“E‘»é_ﬁ/;Ai AL S
uﬁ';ﬁl\;o
Q)% 144 EFDETX 2 foBFad &2
P AE S F O FAME A LR *g
"';;’fﬁv?l‘%é V3R AXIEAL P T L EREIE
Bk T o IR A 32 oI 4
ég)ﬁﬁﬁ;ﬁ? » Bdvle A Y R AGEIR D F R s F
FTH 4o o

— 381 —



Reserve Bank of New Zealand Act 1989

(3) Where any liquidation, receivership, or voluntary administration revives
under subsection (2), the person specified in the order as such must be the
liquidator, receiver, or administrator of that registered bank, subsidiary, or
associated per-son for the time being.

143 A Continuation of statutory management

(1) This section appliesto aregistered bank, an associated person of aregistered
bank, or asubsidiary of aregistered bank, that has been removed from the
New Zealand register under section 317 of the Companies Act 1993 while
subject to statutory management under this Act.

(2) If a person to whom this section applies is restored to the New Zealand
register under section 328 of the Companies Act 1993, the person continues
to be subject to statutory management from the date that person is so
restored.

144 Termination of statutory management

(1) The Governor-General may, by Order in Council, on the advice of the
Minister given in accordance with a recommendation of the Bank, declare
that—

(a) any registered bank:

(b) any associated person of aregistered bank:

(c) any subsidiary of aregistered bank,—

subject to statutory management, shall cease to be subject to statutory
management.

(2) Any registered bank, or associated person of aregistered bank, or subsidiary
of aregistered bank shall cease to be subject to statutory management if that
registered bank, or associated person, or subsidiary, as the case may be, is
put into liquidation on the application of the statutory manager.

(3) Any person who is affected by the making of an Order in Council under
section 117 may, at any time, request the Bank to make a recommendation
under subsection (1).

(4)Where an Order in Council is made under subsection (1) or, a registered
bank, associated person, or subsidiary is put into liquidation—

(a) that person shall cease to be subject to statutory management at the
specified time; and

(b) the appointment of any statutory manager appointed in respect of that
person shall terminate at the specified time; and

(c) the appointment of any person as a member of an advisory committee
under section 119 in relation to the statutory management of that person
shall terminate at the specified time.
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(5) For the purposes of subsection (4) specified time means,—

(@) in any case where an Order in Council is made pursuant to subsection
(1), the date and time specified in the order:

(b) in any case where a liquidator is appointed, the date and time of the
liquidator's appointment.

(6) Where an Order in Council is made under subsection (1) declaring that a
registered bank shall cease to be subject to statutory management,—

(a) every subsidiary of that registered bank, except any subsidiary specified
in the order, shall cease to be subject to statutory management on the
same date as that specified as the date upon which, and at the sametime
as that specified as the time at which, the registered bank ceases to be
subject to statutory management:

(b) the appointment of any person appointed as a statutory manager of every
such subsidiary shall terminate on the date and at the time referred to in
paragraph (a):

(c) the appointment of any person appointed as a member of an advisory
committee under section 119 in relation to the statutory management of
that subsidiary shall terminate on the date and at the time referred to in

paragraph (a).

145 Obligations incurred by statutory manager

(1) Any obligationsincurred by a statutory manager of aregistered bank in the
course of hisor her duties as statutory manager are incurred by that statutory
manager on behalf of the registered bank, and the statutory manager does
not incur personal liability for those obligations.

(2) In the winding up or liquidation of aregistered bank or an associated person
of a registered bank or a subsidiary of a registered bank, all amounts
required to satisfy obligations incurred by the statutory manager on behalf
of the registered bank, associated person, or subsidiary must be paid in
priority to all other debts.

146 Indemnity
[Repealed]

147 Registered bank not entitled to be informed about exercise of powers
Except as otherwise provided in this Part, no registered bank, associated
person, or subsidiary, and no director, officer, or employee of aregistered bank,
associated person, or subsidiary, has aright to be consulted or informed as to
the exercise, or possible exercise, of any powers conferred by this Part or to
make representations to any person as to the exercise, or possible exercise, of
those powers.
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148 Expenses of statutory management

(1) All costs, charges, and expenses properly incurred by a statutory manager or
amember of an advisory committee in the exercise of the manager's or the
member's functions and powers under this Part (including such
remuneration as may be approved by the Bank) shall be payable out of the
property of the registered bank or associated person of the registered bank
or a subsidiary of the registered bank in respect of which the statutory
manager or member is appointed in priority to all other claims.

(2) The statutory manager may, with the approva of the Bank, apportion the
costs, charges, and expenses referred to in subsection (1) between the
registered bank and any associated person or subsidiary of the registered
bank that is also subject to statutory management in the amounts that the
statutory manager considers just and equitable.

(3) This section prevails over section 145.

149 Advances to statutory manager and members of advisory committee

(1) With the consent of the Minister, there may be advanced out of a Crown
Bank Account, without further appropriation than this section, to astatutory
manager of aregistered bank or a member of an advisory committee, such
amounts as the Minister may approve in respect of costs, charges, and
expenses (including remuneration) due to, or incurred by, that person.

(2) All money so advanced to that person shall be refunded to the Crown out of
money payable to that person, and the Crown shall have all the rights of the
person to whom the advance was made to receive and recover that money.
Money refunded to the Crown shall be credited upon receipt to a Crown
Bank Account.

150 Duty to deliver books and property to statutory manager

(1) Every person having possession, custody, or control of any books, or
records, or documents, or other property belonging to any registered bank
subject to statutory management, shall forthwith after it becomes subject to
statutory management, deliver or give possession of those books, records,
documents, or other property to the statutory manager.

(2) If any person failsfor 7 days to comply with the requirements of subsection
(1), that person commits an offence against this Act.

(3) If any person failsto comply with subsection (1), the statutory manager may,
at any time, certify the failure to the court (whether or not an offence has
been committed under subsection (2)), and the court may inquire into the
matter and, after hearing any witnesses who may be produced againgt, or by,
or on behalf of the alleged offender, and after hearing any statement which
may be offered in defence, may punish the offender as if the offender had
been guilty of contempt of court.
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(4) It shall not be adefence to any proceedings under this section that the person
in possession or control of any property is, or was, atrustee of the property
for the registered bank, or entitled to alien or other charge over the property,
or was areceiver or manager of the property.

(5) The penalty for an offence against this section is set out in section 156AC.

151 Offence to destroy, alter, or conceal records
(1) Every person commits an offence against this Act who—

(a) with intent to defeat the purposes of this Part, destroys, alters, or
conceals any book, document, or record of, or relating to, a registered
bank that is subject to statutory management or sends or attemptsto send
out of New Zealand any such book, document, or record; or

(b) fails or refuses to answer, to the best of that person's knowledge and
ability, any question which that person may be asked by the statutory
manager in relation to any such book, or document, or record, or any
property, or wilfully gives afalse or misleading answer to that question.

(14) The penalty for an offence against this section is set out in section 156AC.

(2) If, in any prosecution for an offence alleged to have been committed against
this section, it is proved that the person charged with the offence has
destroyed, atered, or concealed any book, document, or record, or has sent,
or attempted to send, out of New Zealand, any such book, document, or
record, the onus of proving that in so doing that person had not acted in
contravention of this section shall lie on that person.

152 Regulations relating to powers of Bank and statutory manager

(1) The Governor-General may, from time to time, by Order in Council, make
regulations under section 173 conferring on the Bank, or a statutory
manager of a registered bank, ancillary or additional powers necessary or
desirable for the purposes of this Part.

(2) The regulations shall be laid before the House of Representatives within 12
sitting days after the date on which they are made if the House of
Representativesisthenin session, and, if not, shall be laid before the House
of Representatives within 12 days after the commencement of the next
ensuing session.

(3)[Repealed]

(4) [Repealed]
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152A Regulations are confirmable instruments
(1) This section appliesto regulations made under both of sections 152 and 173,
but only if the regulations confer on the Bank, or a statutory manager of a
registered bank, ancillary or additional powers necessary or desirablefor the
purposes of Part 5.
(2) The explanatory note of the regulations must indicate that—
(a) they are a confirmable instrument under section 47B of the Legislation
Act 2012; and
(b) they are revoked at atime stated in the note, unless earlier confirmed by
an Act of Parliament; and
(c) the stated time is the applicable deadline under section 47C (1)(a) or (b)
of that Act.

153 Application of other Acts

(1) Subject to subsection (2), al the provisions of the Companies Act 1993 and
al rules and regulations under that Act shall, so far as they are applicable,
and with the necessary modifications, apply to a registered bank that is a
company within the meaning of section 2 of that Act and that is subject to
statutory management.

(2) [ Repealed]

(3) [ Repealed]

(4) Nothing in sections 120, 207P to 209B, and 214 of the Companies Act 1993
shall apply to aregistered bank that is subject to statutory management.
(5)Nothing in the Receiverships Act 1993 shall apply to a company that is

subject to statutory management.

(6) Subject to subsection (7), al the provisions of the Building Societies Act
1965 and al rules and regulations under that Act shal, so far as they are
applicable, and with the necessary modifications, apply to aregistered bank
that isabuilding society within the meaning of section 2 of that Act and that
is subject to statutory management.

(7)Nothing in sections 76 and 91 to 106 of the Building Societies Act 1965
shall apply to abuilding society that is subject to statutory management.

(8) The Governor-General may, from time to time, by Order in Council, on the
advice of the Minister given in accordance with the recommendation of the
Bank, declare that the provisions of any Act under which any other
registered bank that is subject to statutory management is incorporated,
congtituted, or registered corresponding with the provisions referred to in
subsections (4), (7), and (9) shall not apply to that registered bank.
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(9) To avoid doubt, the Bank or any other person is not a director (within the
meaning of section 126 of the Companies Act 1993) of any registered bank
or an associated person of the registered bank by reason only of the Bank or
that other person exercising the powers conferred by this Part.

154 Appointment of auditors

(1) The statutory manager of aregistered bank must appoint 1 or more persons
(whether asindividuals or as the members from time to time of any firm or
firms) to be the auditor of that registered bank.

(14) The person or persons appointed to be the auditor under subsection (1) must
be—

(@) licensed auditors (within the meaning of section 6 (1) of the Auditor
Regulation Act 2011); and
(b) approved by the Bank.

(2) Every such appointment shall be for aterm not exceeding 2 years, but any
person appointed as auditor shall continue in office until a successor comes
into office.

(3) Any person appointed as auditor shall be eligible for reappointment.

(4) Any auditor may be removed from office at any time by the Minister, by
notice in writing to the auditor, for inability to perform the functions of the
office, bankruptcy, neglect of duty, or misconduct, proved to the satisfaction
of the Minister.

(5) The auditor shall be paid such fees as are fixed by the statutory manager
with the approval of the Bank.

(6) Every auditor shall have aright of accessat all timesto the books and papers
of the registered bank, and shall be entitled to require from its officers and
employees such information and explanations as the auditor thinks
necessary for the performance of the auditor's duties.

(7) Any person holding office as auditor of aregistered bank at the time that it
is declared to be subject to statutory management shall cease to hold that
office but may be appointed under this section as auditor of the registered
bank.

(8) A notice given under subsection (4) must be published in the Gazette as soon
as practicable.

155 Annual accounts

(1) Within 3 months after the end of each financial year or such later date as
may be approved by the Bank, the statutory manager of a registered bank
shall prepare the following statements showing the financial position of the
registered bank and its subsidiaries at the end of that year and the results of
their trading for that year:
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(a) astatement of financial position and statement of financial performance
of the registered bank; and
(b) a consolidated statement of assets and liabilities and consolidated
statement of trading of the registered bank and its subsidiaries.
(2) The statement of financia position, and the consolidated statement of assets
and liabilities, shall each be signed by the statutory manager.
(3) The accounts specified in subsection (1) shall be audited and reported on by
the auditor.

156 Annual report by statutory manager

(1) The statutory manager of a registered bank shall, after the end of each
financial year, prepare a report on the conduct of the management and the
affairs of the registered bank and its subsidiaries.

(2) The report, together with the accounts and the auditor's report on them, shall
be submitted to the Minister and the Bank within 7 days after the compl etion
of the auditor's report.

(3) The report, accounts, and the auditor's report on them shall within 14 days
after submission to the Minister be filed—

(@) in the case of aregistered bank which is a company, with the Registrar
of Companies:

(b) in the case of a registered bank which is a building society, with the
Registrar of Building Societies:

(c) in the case of any other body corporate, with the person exercising
functions corresponding with those of the Registrar of Companies or the
Registrar of Building Societies.

Penalties for offences against this Part

156AA Penalty for miscellaneous offences

(1)A person who commits an offence under any of the provisions listed in
subsection (2) isliable, on conviction,—

(@) inthe case of anindividual, to imprisonment for aterm not exceeding 3
months or to a fine not exceeding $50,000:

(b) inthe case of abody corporate, to a fine not exceeding $500,000.

(2) The provisions are—

(a) section 77A (which relates to failing to comply with the requirement for
consent to be sought from the Bank in the event of a significant change
of ownership):

(b) section 94 (which relates to failing to comply with a requirement from
the Bank that information, data, or forecasts be audited):
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(c) section 98B (2)(a) (which relates to failing to comply with the
requirements notified by the Bank in relation to a home country
supervisor):

(d) section 98B (2)(b) (which relates to supplying any information or data to
a home country supervisor that is false or miseading in a material
particular):

(e) section 105 (which relates to the misuse of confidential information):

(f) section 115 (which relates to the unauthorised disclosure of the fact that
adirection has been given).

156AB Penalty for offences relating to supply of information, etc
(1)A person who commits an offence under any of the provisions listed in
subsection (2) isliable, on conviction,—

(a) inthe case of anindividual, to imprisonment for aterm not exceeding 12
months or to a fine not exceeding $100,000:

(b) inthe case of abody corporate, to afine not exceeding $1,000,000.

(2) The provisions are—

(a) section 74 (which relates to failing to comply with a condition of
registration):

(b) section 89B (which relates to failing to make the most recent disclosure
statement publicly available):

(c) section 93 (which relates to a registered bank failing to comply with
provisions concerning the supply of information for the purposes of
prudential supervision and to supplying information that is false or
misleading in a material particular):

(d) section 93B (which relates to a person failing, after being required by a
registered bank to do so, to supply the registered bank with information,
data, or forecasts relating to that person in order to enable the registered
bank to comply with a notice under section 93):

(e) section 93C (which relatesto a person failing to comply with provisions
concerning the supply of information for the purposes of prudential
supervision and to supplying information that isfalse or miseading in a
material particular):

(f) section 99 (3) (which relates to hindering, obstructing, or delaying the
conduct of an inspection).

(8) section 139E (5)(a) (which relates to issuing a covered bond other than
under aregistered covered bond programme):

(h) section 139E (5)(b) (which relates to permitting the issue of a covered
bond other than under aregistered covered bond programme):

(i) section 139E (5)(c) (which relates to providing false or misleading
information to the Bank in relation to an application to register acovered
bond programme):
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(j) section 139H (4) (which relates to failing to comply with a notice issued
by the Bank in relation to the requirements relating to a registered
covered bond programme).

156AC Penalty for offences relating to registration of banks, disclosure
statements, prudential supervision of registered banks, etc
(1)A person who commits an offence under any of the provisions listed in
subsection (2) isliable, on conviction,—

(@) inthe case of anindividual, to imprisonment for aterm not exceeding 18
months or to a fine not exceeding $200,000:

(b) inthe case of abody corporate, to afine not exceeding $2,000,000.

(2) The provisions are—

(a) section 70 (which relates to providing false or misleading information
for the purposes of an application for registration):

(b) section 72 (which relatesto falsely holding out to be a registered bank):

(c) section 80 (which relatesto failing to obtain or maintain a current credit
rating):

(d) section 81AC (which relatesto failing to supply information or datato a
registered bank to enable the registered bank to comply with an Order in
Council made under section 81):

(e) section 89 (whichrelatesto failing to publishinformation that isrequired
to be published in a disclosure statement):

(f) section 89A (which relates to publishing a disclosure statement that
includes information that is false or misleading):

(8) section 89C (1)(a) (which relates to failing to publish a disclosure
statement that does not contain false or misleading information after
being required to do so under section 83):

(h) section 89C (1)(b) (which relates to failing to publish a disclosure
statement that contains information that was previously omitted after
being required to do so under section 83):

(i) section 89C (1)(c) (which relates to failing to take the corrective action
specified by the Bank in a notice given under section 83 after being
required to do so under that section):

(j) section 95 (which relates to failing to supply a report required by the
Bank):

(k) section 95A (which relatesto failing to forward a report prepared under
section 95 as required by the Bank):
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(1) section99 (4) (which relatesto failing to comply with arequirement from () % 99iz5 @ (4 i % ;\5 e XA A» s A
the Bank to supply information for the purposes of an inspection and to TR 1\ z i!t EEE A A é’—% )
supplying information that is false or misleading in a material . - B re <2 . fe " N P .
particular): @T]) i’ 103 % " (1) ( f Fﬁvzr FRE ::F‘ % | F%F% % *‘E'A)J ’
@ section 103 (1) (which relates to hindering, obstructing, or delaying an (n) 103 u,i »Q2)7E (7 M Az g Ry BT 17 2_
investigation, etc): £ )
(n) section 103 (2) (which relates to failing to comply with arequirement of (0) % 114 =51 ( »}; % 3,«\% = ;;,; F)
a person appointed to carry out an investigation, etc) (P % 114 i % ()58 (’ﬁ B PE.%‘EE“ R %‘f.

(0) section 114 (1) (which relates to failing to comply with a direction):

(p) section 114 (2) (which relates to obstructing or hindering, etc, a 7[ ) ) . ‘ e ‘
registered bank from giving effect to a direction): @ % 126i% (3 M =0 WHESBLIZIE L2
(@) section 126 (which relates to transferring or removing from New MR ERPHASNTA)
Zedland any property or assets of a registered bank that is subject to (r) % 150 % ( BMARHEN L ET 2 TE ¥
statutory management): LYy
(r) section 150 (which relates to failing to deliver books, records, etc, to a ” » ot o
statutory manager): (s) % 151 ERE F @ (7 MaE - { ‘”:75 MRy
(s) section 151 (1)(a) (which relates to destroying, altering, etc, any book, BRI REF2ZERER 2 A k)
document, or record relating to a registered bank that is subject to (t) » 151 iE ‘ai WEFOEF (FHANESY 2T EF A
statutory management): F Fﬁé * T ? FRzZap AGFZ EeEN 2 g
(t) section 151 (1)(b) (which relates to failing or refusing to answer a 1 TRALT AT ER) o
statutory manager's question about any book, document, etc, relating to /T; T RET
aregistered bank that is subject to statutory management, and giving a
false answer to that question). FS5AFE SBAXH42YH
Part 5A
Retention of documents by banks B 156A & BITXHZERHR
FAAR L (AT o 4FE R —
156A Retention of documents by banks (1)7 "%IE /:ﬂ -’ S ;h}
(1) For the purposes of this section, bank means— a) P £ 5
(a) aregistered bank: (b) ‘= jF2EF 4L
(b) the Reserve Bank of New Zealand: ) *ed rERFEHRZ EZRA B L L o
(c) any other person carrying on in New Zealand the business of banking. Q)i A ER T & R —
(2) Subject to this section, every bank— A s RIS E B iH AT R IE = s EE S DA
(a) shall retain, until the expiration of the period specified in subsection @) BT 528007 &5 2 o LT AL X R A :’; #

l

(3)(a), every cheque or bank draft that is drawn on that bank and that is Fafk EIFQAF@NH TLHF L

presented to it for payment; and may thereafter destroy it: Fag
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(b) shall retain, until the expiration of the period specified in subsection
(3)(a), every hill of exchange or promissory note that is made payable at
that bank and that is presented to it for payment; and may thereafter
destroy it:

(c) shall retain, until the expiration of the period specified in subsection
(3)(b), every voucher used in connection with account transactions at a
bank or branch of a bank (including every deposit or withdrawal dlip);
and may thereafter destroy it.

(3) For the purposes of subsection (2),—

(a) the period applicable in respect of adocument to which paragraph (a) or
paragraph (b) of that subsection applies shall be,—

(i) in the case of a document payable on demand, the period of 7
years beginning with the date of the document; and

(i) in the case of any other document, the period of 7 years
beginning with the due date of the document; and

(b) the period applicable in respect of a voucher to which paragraph (c) of
that subsection applies, shall be the period of 7 years beginning with the
date of the transaction to which the voucher relates.

(4) It is sufficient compliance with the duty to retain imposed by subsection (2)
if—

(a) a copy of the document has been made by the bank on microfilm,
microfiche, tape, disc, electronic or photographic storage media, or other
means, and

(b) the copy is able to be reproduced therefrom in a form that can be
produced in evidence under the Evidence Act 2006; and

(c) the copy isretained by the bank for the same period as the document is
required to be retained pursuant to that subsection.

(5) It is sufficient compliance with the duty to retain imposed by subsection (2),
in the case of a cheque that has been presented for payment in accordance
with section 7D (1)(b)(iii) of the Cheques Act 1960, if—

(a) the paying bank arranges, in accordance with the rules of an inter-bank
clearing system (within the meaning of section 7A of that Act), for the
retention, on behalf of the paying bank, of the chegque or a copy of itin
accordance with subsection (4); and

(b) the paying bank is entitled to obtain possession of the cheque or the
copy; and

(c) thechequeor copy isretained on behalf of the paying bank for the period
specified in subsection (3)(a).
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(6) No document shall be destroyed pursuant to this section at any time after a
demand for the delivery of the document has been made to the bank by the
person entitled to it.

(7)A copy of a document made pursuant to this section is admissible in
evidencein legal proceedings to the same extent as the document of which
itis acopy would have been admissible.

(8) This section applies to cheques, drafts, bills, and promissory notes received
by abank and vouchersin the possession of abank either before or after the
coming into operation of this section.

Part 5B
Oversight of payment systems

General

156B Exercise of powers under this Part

The powers conferred on the Bank by this Part must be exercised for the
purpose of promoting the maintenance of a sound and efficient financial
system.

Supply of information relating to payment systems
156C Requirement to supply information relating to payment system
(1) The Bank may, by notice in writing to any person referred to in subsection
(2), require that person to supply any information or data relating to a
payment system.
(2) A notice may be given to—
(a) an operator of a payment system; or
(b) any person who is wholly or partly responsible for the operation of a
payment system; or
(c) aparticipant in a payment system.
(3) A notice may specify—
(a) the periods for which, and the form in which, the information or data
must be supplied; and
(b) the time by which, and the place in New Zeadland at which, the
information or data must be supplied.
(4) The Bank may, by a subsequent notice, vary, revoke, or amend a notice.

156D Offence to fail to supply information

(1) A person commits an offence if the person, without lawful justification or
excuse, —
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(a) failsto supply information or data in accordance with section 156C or
failsto comply with any requirement of the Bank under that section; or
(b) supplies information or data in accordance with section 156C that is
false or misleading in amaterial particular.
(2) The penalty for an offence against this section is set out in section 156J.

156E Requirement that information be audited

(1) The Bank may, by noticeinwriting to any person referred to in section 156C
(2), require that person to obtain an audit of any information or data supplied
in accordance with section 156C if the Bank has reasonable grounds to
believe that the information or datais inadequate or inaccurate.

(2) Every audit must be conducted by a suitably qualified independent person
who is approved by the Bank.

156F Offence not to comply with requirement for audit

(1) A person commits an offenceif the person fails, without lawful justification
or excuse, to comply with a requirement under section 156E (1) for that
person to obtain an audit.

(2) The penalty for an offence against this section is set out in section 156J.

156G Disclosure of information
(1) The Bank may publish or disclose any information or data supplied in
accordance with section 156C only if —
(a) the information or data is available to the public under any Act or is
otherwise publicly available information; or
(b) theinformation or dataisin a statistical or summary form; or
(c) the publication or disclosure of the information or data is for the
purposes of, or in connection with, the exercise of powers conferred by
this Act; or
(d) the publication or disclosure of the information or datais to any central
bank, authority, or body in any other country that exercises functions
that correspond with, or are similar to, those conferred on the Bank
under this Act, and the Bank is satisfied that the information or datawill
be used by that central bank, authority, or body for the purpose of
exercising those functions; or
(e) the publication or disclosure of the information or dataisto any person
who the Bank is satisfied has a proper interest in receiving the
information; or
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(f) the publication or disclosure of the information or data is with the
consent of the person to whom the information relates or of the person
to whom the information is confidential.

(2) The Bank must not publish or disclose information or data under subsection
(1)) or (e) unless the Bank is satisfied that satisfactory provision exists to
protect the confidentiality of that information or data.

(3)An officer or employee of the Bank must not publish or disclose any
information or data supplied in accordance with section 156C except for the
purposes of, or in connection with, the exercise of powers conferred by this
Act.

(4) An officer or employee of the Bank commits an offence if the officer or
employee contravenes this section.

(5) The penalty for an offence against this section is set out in section 156J.

156H Limits on further disclosure of information

(1) A person to whom any information or data is published or disclosed must
not publish, disclose, or use that information or data unless the publication,
disclosure, or useis,—

(a) inthe case of apublication or disclosure under section 156G (1)(c),—
(i) for the purposes of, or in connection with, the exercise of powers

conferred by this Act; and
(ii) inaccordancewith any conditionsthat may beimposed by the Bank:

(b) inthe case of a publication or disclosure under section 156G (1)(e),—

(i) authorised by the Bank and in accordance with any conditions
that the Bank may have imposed; or

(i) necessary or desirable for the exercise of any function or power
conferred by any enactment:

(¢) in the case of a publication or disclosure under section 156G (1)(f), in
accordance with the terms and conditions of the consent referred to in
that paragraph.

(2) A person commits an offence if the person contravenes this section.
(3) The penalty for an offence against this section is set out in section 156J.

1561 Application of other enactments to information published or disclosed
under section 156G

Nothing in any Act, other than this Act or the Officia Information Act 1982,

requires the Bank or any person to whom information or data has been

published or disclosed under section 156G to make that information or data

available to any other person.
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Penalties for offences against this Part
156J Penalties for offences
(1)A person who commits an offence under any of the provisions listed in
subsection (2) isliable, on conviction,—
(@) inthe case of anindividual, to imprisonment for aterm not exceeding 3
months or to a fine not exceeding $50,000; and
(b) inthe case of abody corporate, to afine not exceeding $500,000.
(2) The provisions are—
(a) section 156D (which relates to failing to supply information relating to
a payment system):
(b) section 156F (which relates to failing to comply with a requirement for
an audit):
(c) section 156G (which relates to disclosure of information supplied in
accordance with section 156C):
(d) section 156H (which relates to further disclosure of information).

Part 5C
Designated settlement systems

General

156K Exercise of powers under this Part

(1) The powers conferred on the Minister and the Bank by this Part must be
exercised for the purposes of —

(a) promoting the maintenance of a sound and efficient financial system;
and

(b) avoiding significant damage to the financia system that could result
from the failure of a participant in a settlement system.

(2) The powers conferred on the Minister responsible for the Financial Markets
Conduct Act 2013 and the FMA by this Part must be exercised for the
purposes of —

(a) promoting the integrity and effectiveness of settlement systems and
related marketsin New Zealand; and

(b) enhancing the confidence of investors and other market participantsin
settlement systems and related markets in New Zealand.

(3) The Governor-General must exercise the powers conferred on him or her by
this Part for the purposes set out in subsections (1) and (2).

156L Limit on FMA's powers in relation to Bank

For the purposes of this Part, the FMA may exercise its powers under subpart
1 of Part 3 of the Financial Markets Authority Act 2011 in relation to the Bank
only if, and to the extent that, the Bank is—
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(a) aparticipant in a settlement system:; or @ & ks Fiet &
(b) an operator of a settlement system. (b) ,Bﬁ‘—g I ] —ff o
Designation .
[Repealed] 757
156M Definitions for this Part [#1%]
(1) In this Part, unless the context otherwise requires,— F1I5S6M . AFZ RS

contact person, in relation to a settlement system, means the person

specified under section 156N (2)(d)

designated settlement system means a settlement system that is declared to

be adesignated settlement system under section 156N

joint regulators means—

(a) the Bank; and

(b) the FMA

Minister responsible for the Financial Markets Conduct Act 2013 meansthe

Minister of the Crown who, under the authority of any warrant or with the

authority of the Prime Minister, is for the time being responsible for the

administration of the Financia Markets Conduct Act 2013

netted balance means any amount cal culated in accordance with the netting

provisions of the rules of a designated settlement system as the net debit

payable by, or on behalf of, aparticipant in the designated settlement system

to, or on behalf of, another participant in that system for all or any claimsor

obligations to which those rules apply

netting means the conversion into 1 net claim or obligation, or the set-off, of

different claims or obligations between participants in a settlement system

that results from the issue and receipt of settlement instructionsinvolving 2

or more participants in the settlement system or that is otherwise provided

for under the rules of the settlement system,—

(a) whether on abilateral or multilateral basis; and

(b) whether or not through the interposition of an operator of the settlement
system (whether by novation or otherwise); and

(c) whether or not the obligations or claims constitute mutual credits,
mutual debts, or other mutual dealings; and

(d)whether or not the obligations or claims are denominated in New Zealand
currency

property means personal property

pure payment system means a designated settlement system that is a

payment system that is declared to be a pure payment system in accordance

with section 156N (3)(d)
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rules,— A —

(@) in relation to a settlement system, means the rules of the settlement N T A 7 ¥ - 52
system (whether made under bylaws, agreements, procedures, contracts, (a) ﬁ}“ T - s e F "j’F . f’ B Lﬁ‘# 7 if? ‘ F
or other documents) that are evidenced in writing and that provide, BB (BHGuR %i LGS RE ST HAHE
among other things, for— e diTa) —

(i) the basis on which settlement instructions are given or received; ) ,‘/fl Bk B3 A~ 5 H .
and (1) SR ’](B"?F —zg-r;h! 2 Lé ; &

(i) thebasisonwhich settlement obligations are determined and cal- (i) AT 2 X x farz A#H (RRFAHAS R * &
culated (either on a gross basis or using netting); and %;T‘J?’- ) ;2

(i) the basis on which settlements are effected (either on a gross P vk mE H X 3 B of sEet §
basis or using netting); and (i) o # 2 AA (R AHES Y ZRFH)

(iv) any action to be taken if a participant in the settlement system is 2
unable, or likely to become unable, to meet the participant's (iv) ar??‘—;u, i 5%
obligations to any or al of the following:

(4) an operator of the settlement system: e ) .
(B) another participant in the settlement system: WoFs sy @y s
(C) any other party to those rules; and (B) ,ﬂF’—g Gz B HAe A
(b) in relation to a designated settlement system, means the rules of that O a2z zwAu$E ;2
settlement system that are contained in documents specified in the A A L
designation under section 156N; and includes any amendments to those (b) :T%“#F g & psed g o gy 3% 16N k4 9 PP A
rules that have— N St I R R S R ES ]
(i) been notified, not been disallowed, and come into effect in gD T —
accordance with the processes and the time frames set out in -7 - e )
sections 156ZB and 156ZC; or (i) @ 24 ~ ARBw > ¥ &5 156ZB i% &7 % 156ZC ix
(i) been made pursuant to a variation of a designation under BEI_m ﬁiu—h 154 FI¥ 2E ,}#4 *3;—*2 ;B
section1562D (i) i % 156ZD if2 4; % { s s
settlement means— o e
(a) the making of a payment or the transfer of the title to, or an interest in, FHE% ;fp -
property — _ _ @iET7RTLGABEME T EHIAIE -
() mgtrhscﬂc;rrf ;:] da(:cordancewnh, or to give effect to, a settlement (_i.) “ i ’BFT_ & J}; £om AR 4 o ;
(i) that ison agross basis or that uses netting; and (i) Thik g AR A # % ZF 5 5 %
(i) whether by way of book entry on the accounts of a central bank (i) mzh fatE G Z 40P 24 42 & ,ﬁ'—}ﬁ X E—f; 2_tk
or an operator of a settlement system or otherwise; or b H W3 N &
(b) any other act that discharges an obligation to make a payment or transfer £ o
the title to, or an interest in, property in accordance with the rules of a b) ZiFE AR AFLHEBEMAE T AfRSIE &
settlement system ZERHE B FE o
Ze;tgre;x;ern;ﬁr:g;glexiya;se;n_lnstructlOn by a participant in, or to an ﬁ;‘:é— L ;}}; ’Fi B2 A A R EE AL 5 T 7 QLF r_
(a) that is made in accordance with the rules of that settlement system; and (@) hikZi & AR FL S 2
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(b) that results, or is intended to result, in 1 or more settlements being
effected
settlement system—
(a) means a system or arrangement for effecting settlements or processing
settlement instructions in accordance with rules; and
(b) includes a payment system
specified operator means the operator of a settlement system specifiedin an
Order in Council in accordance with section 156N (2)(c).
(2) InthisPart, aparticipant becomes subject to an insolvency event on the date
onwhich, and (if specified) the time at which,—
(a) inthe case of a company or other body corporate,—
(i) aliquidator isappointed in respect of aliquidation under Part 16
of the Companies Act 1993 or under any other Act; or
(i) an administrator is appointed in respect of a voluntary
administration under Part 15A of the Companies Act 1993; or
(i) aliquidator isappointed in respect of aliquidation of an overseas
company under section 342 of the Companies Act 1993; or
(v) a statutory manager is appointed in respect of a statutory
management under Part 3 of the Corporations (Investigation and
Management) Act 1989; or
(v) a statutory manager is appointed in respect of a statutory
management under Part 5 of this Act; or
(vi) aperson is appointed in respect of, or another event occurs that
indicates the start of, a process in New Zealand or in any other
country in which the company or other body corporate was
incorporated, created, or established that is similar to those set
out in subparagraphs (i) to (v); and
(b) inthe case of anindividual,—
(i) aperson isadjudicated bankrupt under the Insolvency Act 2006
or is given, or determined to have, a similar status (whether in
New Zealand or in another country); or
(i) apersonisadmitted to the no asset procedure in subpart 4 of Part
5 of the Insolvency Act 2006 or becomes subject to a similar
procedure (whether in New Zealand or in another country).
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Designation

156N Designation of settlement system

(1) The Governor-General may, by Order in Council, on the advice of both the
Minister and the Minister responsible for the Financial Markets Conduct
Act 2013 given in accordance with a joint recommendation of the joint
regulators, declare any settlement system to be a designated settlement
system.

(2) The order must specify—

(a) the settlement system that is the subject of the designation; and

(b) the documents that evidence the rules of that settlement system; and

(c) which operator of the settlement system is the specified operator; and

(d) thename or title of the person to whom notices relating to that settlement
system must be given (the contact person).

(3) The order may also specify al or any of the following:

(a) conditions to which the designation is subject:

(b) that a particular operator is a participant in the settlement system that is
the subject of the designation:

(c) that the operator specified in accordance with subsection (2)(c) is an
operator to whom section 103A of the Personal Property Securities Act
1999 applies:

(d) that the settlement system that is the subject of the designation is a pure
payment system.

(4) Both of the joint regulators must, as soon as practicable after a settlement
system has been declared to be adesignated settlement system, post on their
respective Internet sites the contact details and the name or title of the
contact person of that designated settlement system.

(5) However, the FMA does not have to comply with subsection (4) if a
settlement system is specified to be a pure payment system in accordance
with subsection (3)(d).

(6) To avoid doubt,—

(@) rulesare neither legidative instruments nor disallowableinstruments for
the purposes of the Legidation Act 2012 (and do not have to be
presented to the House of Representatives under section 41 of that Act);
and

(b) abreach of acondition to which the designation of a settlement system
is subject does not affect the application of section 156Q, 156R, 156T,
or 156X of this Act or section 103A of the Personal Property Securities
Act 1999.
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Effect of designation

[Repealed]

1560 Joint regulators' recommendations subject to procedure in sections 156Y
to 156ZA

The procedure set out in sections 156Y to 156ZA must be followed by the joint

regulators when they make a recommendation under section 156N (1).

Effect of designation

156P Application of this Part to pure payment systems

(1) If adesignated settlement system is specified to be a pure payment system
in accordance with section 156N (3)(d), then this Part applies to that
designated settlement system as follows:

(a) al references to a settlement must be read as if they were references to
a settlement as defined in subsection (4); and

(b) for the purposes of sections 156K, 156M, and 156ZB to 156ZQ, the
Bank isthe sole regulator of that settlement system; and

(c) dl referencesto thejoint regulatorsin sections 156K, 156M, and 156ZB
to 156ZQ must be read as if they were references to the Bank; and

(d) anything in sections 156K, 156M, and 156ZB to 156ZQ that may or
must be done by both of the joint regulators may or must be done by the
Bank aone; and

(e) except as set out in subsection (2), in performing its functions and duties
and exercising its powers under sections 156K, 156M, and 156ZB to
156ZQ, the Bank does not have to consult with, advise, or give noticeto,
the FMA; and

(f) section 156L does not apply; and

(8) theadvice of the Minister responsiblefor the Financial Markets Conduct
Act 2013 is not required under section 156ZD or 156ZE; and

(h) this Part must be interpreted with all necessary modificationsin order to
give effect to this section.

(2) However, if the Bank intends to recommend, in accordance with section
156ZD (applied as set out in subsection (1)), that a designated settlement
system's designation is varied so that it is no longer specified to be a pure
payment system, the Bank must consult with the FMA before making that
recommendation.

(3) This section ceases to apply to a designated settlement system if, in
accordance with section 156ZD (applied as set out in subsection (1)), that
settlement system's designation is varied so that it is no longer specified to
be a pure payment system.
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(4) For the purposes of subsection (1)(a), settlement means—
(a) the making of a payment—
(i) that isdone in accordance with, or to give effect to, a settlement
instruction; and
(i) that isonagross basis or that uses netting; and
(i) whether by way of book entry on the accounts of a central bank
or an operator of a settlement system or otherwise; or
(b) any other act that discharges an obligation to make a payment in
accordance with the rules of a settlement system.

156Q Rules of designated settlement system are valid and enforceable
(1) The rules of a designated settlement system are valid and enforceable
despite any enactment or rule of law to the contrary.
(2) However, subsection (1) applies only to the extent that the rules provide for—
(a) the basis on which settlement instructions are given or received; and
(b) the basis on which settlement obligations are determined and calcul ated
(either on agross basis or using netting); and
(c) the basis on which settlements are effected (either on a gross basis or
using netting); and
(d) any actionto betakenif aparticipant in the designated settlement system
is unable, or likely to become unable, to meet the participant's
obligations to any or al of the following:
(i) the specified operator of the designated settlement system:
(i) another participant in the designated settlement system:
(i) any other party to those rules.

156R Settlements must not be reversed, etc

(1) A settlement that is effected in accordance with the rules of a designated
settlement system must not, whether inwhole or in part, be reversed, repaid,
recovered, or set aside despite any enactment or rule of law to the contrary.

(2) Subsection (1) extends to any application made to aNew Zealand court by a
foreign court, foreign representative, or foreign creditor to reverse, repay,
recover, or set aside a settlement (whether in whole or in part) that relatesto
aninsolvency (in any form, whether personal or corporate) that iswithinthe
jurisdiction of the relevant foreign court, foreign representative, or foreign
creditor.
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(3) In this section,—
foreign court means a judicial or other authority competent to control or
supervise aforeign proceeding
foreign proceeding means a collective judicial or administrative proceeding
ina foreign jurisdiction, including an interim proceeding, under a law
relating to insolvency (in any form, whether personal or corporate), in
which proceeding the assets and affairs of the debtor are subject to control
or supervision by a foreign court, for the purpose of reorganisation or
liquidation
foreign representative means a person or body, including one appointed on
an interim basis, authorised in a foreign proceeding to administer the
reorganisation or the liquidation of the debtor's assets or affairs or to act as
arepresentative of the foreign proceeding.

1568 Limits on application of section 156R (1)

(1) Section 156R (1) does not apply to asettlement that is effected in accordance
with the rules of a designated settlement system if —

(a) aparticipant in the designated settlement system in respect of whom the
settlement is effected becomes subject to an insolvency event (the
insolvent participant); and

(b) the settlement is effected after the insolvent participant becomes subject
to an insolvency event.

(2) Despite subsection (1), section 156R (1) applies to the settlement if —

(a) the settlement is effected within 24 hours after the insolvent participant
becomes subject to an insolvency event; or

(b) the settlement instruction that gives rise to the settlement is duly
authorised on behalf of the insolvent participant after the insolvent
participant becomes subject to an insolvency event.

(3) For the purposes of subsection (2), authorised on behalf of the insolvent
participant means authorised (either individually or as part of a broader
authorisation) by—

(a) aliquidator appointed under Part 16 of the Companies Act 1993 or under
any other Act; or

(b) an administrator appointed in accordance with subpart 2 of Part 15A of
the Companies Act 1993; or

(c) a statutory manager appointed in accordance with section 38 of the
Corporations (Investigation and Management) Act 1989; or
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(d) a statutory manager appointed in accordance with section 117 of this
Act; or

(e) aperson who performs arole similar to those set out in paragraphs (a)
to (d) in respect of aprocessin New Zealand or in any other country in
which theinsolvent participant was incorporated, created, or established
that is similar to those set out in section 156M (2)(a)i) to (v); or

(f) aperson who is authorised to do so under any enactment or rule of law
of New Zealand or of any other country in which the insolvent
participant was incorporated, created, or established; or

(8) the Assignee nominated under section 59 of the Insolvency Act 2006 to
be the Assignee of a bankrupt's property or any person who performs a
similar rolein respect of aprocess (whether in New Zealand or in anoth-
er country) that is, or is similar to, bankruptcy.

156T Netting is valid and enforceable

If the rules of a designated settlement system provide for netting, any netting
in accordance with those rules is valid and enforceabl e despite any enactment
or rule of law to the contrary.

156U Interrelationship between netting and Companies Act 1993 and
Insolvency Act 2006
(1) Thefollowing provisions do not apply to any netting in accordance with the
rules of adesignated settlement system:
(a) sections 310 to 3100 of the Companies Act 1993:
(b) sections 254 to 262 of the Insolvency Act 2006.
(2) However, a netted balance is to be treated as—

(a) an amount to which section 310 (1) of the Companies Act 1993 applies
if acompany that isin liquidation and another party (both of whom are
participantsin adesignated settlement system) also have mutual credits,
mutual debts, or other mutual dealings between them that are not netted
in accordance with the rules of the designated settlement system; and

(b) an amount to which section 254 (1) of the Insolvency Act 2006 applies
if the bankrupt (as defined in section 3 of that Act) and ancther party
(both of whom are participants in a designated settlement system) also
have mutual credits, mutual debts, or other mutual dealings between
them that are not netted in accordance with the rules of the designated
settlement system.
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Procedure for making designation

[Repealed]

156V Underlying transactions, settlements, and limits on effect of sections

156Q, 156R, and 156T

(1) Nothing in section 156Q, 156R, or 156T prevents—

(a) the operation of any enactment or rule of law in relation to an
underlying transaction (including, without limitation, sections 56, 292,
297, and 298 of the Companies Act 1993 and section 194 of the
Insolvency Act 2006); or

(b) any party from taking action against another party that has acted
fraudulently or dishonestly so long as the remedy sought or obtained in
respect of that action does not affect the application of section 156Q,
156R, or 156T.

(2) If aperson brings an action under any enactment or rule of law in relation to
an underlying transaction (including, without limitation, sections 56, 292,
297, and 298 of the Companies Act 1993 and section 194 of the Insolvency
Act 2006), that person may produce evidence of a settlement before the
court for the purpose of proving that—

(a) aparticipant received value by means of that settlement; and

(b) the value received was an element of the underlying transaction.

(3) Nothing in section 292(4A) of the Companies Act 1993 or section 196 of the
Insolvency Act 2006 appliesto—

(@) an underlying transaction; or

(b) a settlement that was effected in accordance with the rules of a
designated settlement system.

(4) In this section, underlying transaction—

(a) means atransaction that gave rise to—

(i) asettlement; or

(i) asettlement obligation; but

(b) does not include—

(1) asettlement instruction; or

(iia settlement that was effected in accordance with the rules of a
designated settlement system; or

(i) any novation of the obligations of a participant in a designated
settlement system that was completed in accordance with the
rules of that designated settlement system.
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156W Interrelationship with other enactments
(1) The following enactments prevail over sections 156Q, 156R, and 156T:
(a) sections 122 (8) and 127 (4) of this Act:
(b) sections 42 (8) and 44 (4) of the Corporations (Investigation and
Management) Act 1989.
(2) This Part prevails over the Insolvency (Cross-border) Act 2006.

156X Transfer of property in accordance with rules is effective

(1) Subsection (2) appliesif property istransferred in accordance with the rules
of adesignated settlement system.

(2) If this subsection applies, no person may refuse to take an action on the
ground that the transfer was not effective.

(3)Nothing in this section—

(a) affects any right a person has to refuse to take an action on any other
ground; or

(b) derogatesfrom section 45G (3) of the Reserve Bank of New Zealand Act
1964 (as continued in force by section 84 of the Public Finance Act
1989).

(4) Section 45l of the Reserve Bank of New Zealand Act 1964 (as continued in
force by section 84 of the Public Finance Act 1989) must be read subject to
this section.

(5) Except as provided in this section, this section has effect despite anything to
the contrary in any enactment, rule of law, constitution, deed, or agreement.

Procedure for making designation
156Y Application for designation
(1)A person who wishes to have a settlement system declared to be a
designated settlement system may apply to either of the joint regulators.
(2)A joint regulator must, as soon as practicable, advise the other joint
regulator if it receives an application.
(3) An application must—
(a) be accompanied by a copy of the rules of the settlement system; and
(b) be accompanied by any information required by either or both of the
joint regulators; and
(c) set out the contact details and the name or title of the person who is
proposed to act as the contact person of the settlement system; and
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(d) be accompanied by the application fee (if any) that isjointly determined
by the joint regulators and approved by both the Minister and the
Minister responsible for the Financia Markets Conduct Act 2013 by
notice in the Gazette.

(4)The joint regulators may, together, produce guidelines relating to the
application procedure.

156Z Consideration of application

(1)Both of the joint regulators must consider any application made in
accordance with section 156Y.

(2) In considering an application, each of the joint regulators may have regard
to any or all of the following matters:

(a) the purpose and scope of the settlement system:

(b) therules of the settlement system:

(c) any laws or regulatory requirements relating to the operation of the
settlement system and the extent to which the settlement system
complies with those laws or regulatory requirements:

(d) relevant international standards concerning clearing and settlement
systems, to the extent that they are relevant in the circumstances:

(e) the capability and capacity of the operators of the settlement system:

(f) thefinancial resources of the settlement system:

(8) theimportance of the settlement system to the financial system:

(h) the impact on creditors of participants in the settlement system of
specifying that an operator of the settlement system is an operator to
whom section 103A of the Persona Property Securities Act 1999
applies:

(i) any other matters that the regulator considers appropriate.

(3)In considering an application, each of the joint regulators must consider
whether the settlement system should be specified to be a pure payment
system.

(4) In considering an application, each of the joint regulators may have regard,
or refer, to, and may rely upon, any relevant information, work, or matter
held, or produced, by the other joint regulator.

156ZA Decision on application
(1) After considering an application, the joint regulators must, together, either—
(a) make a joint recommendation to both the Minister and the Minister
responsible for the Financial Markets Conduct Act 2013 that the
settlement system to which the application relates be declared to be a
designated settlement system under section 156N; or
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Reserve Bank of New Zealand Act 1989

(b) 