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LAW OF AUTONOMY OF THE BANCO DE ESPANA

LAW OF AUTONOMY OF
THE BANCO DE ESPANA

Law 13/1994, of 1 June.
(Official State Gazette of 2 June).

Preamble

The Treaty on European Union, which introduces wide-ranging changes in the
European Community

Treaty in order to transform it into an Economic and Monetary Union, requires
that the Banco de Espafia (hereafter "the Bank") be granted the autonomy
envisaged in the Treaty for the monetary institutions that will eventually be
integrated into the European System of Central Banks. Although pursuant to
article 108.2 of the Treaty the granting of this autonomy might have been
postponed until the establishment of the European System of Central Banks, it
appeared to be congruent with the spirit of the Treaty, with the necessary effort
by Member States to converge for the Treaty to take full effect, with the
positions defended by Spain throughout the Inter-Governmental Conference
where the Treaty was forged, and finally with Spain's attitude toward
implementation of European Community legislation, to grant the Bank this
autonomy at the beginning of the second stage of Economic and Monetary
Union.

Autonomy for our central bank requires, in the first place, that the Treasury
shall not run overdrafts on its account with the Bank even on a temporary basis,
because this would deprive the Bank of its initiative in the process of money
creation. In keeping with an additional precautionary provision of the EU
Treaty, the Bank may not acquire directly from the Treasury any securities
issued by it, although it may conduct operations in the public debt market.
Autonomy also means that in the area of monetary policy, the Bank shall not
take instructions from the government or the Economy and Finance Minister,
enabling it to direct its policy toward its primary objective of maintaining price
stability. Finally, autonomy requires that the Governor's term of office be
relatively long and non-renewable, and that the reasons for a possible dismissal
be strictly specified.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

As aresult of the foregoing, and in response in general to the conditions set out
in the protocol under which the Statutes of the European System of Central
Banks and of the European Central Bank was approved, the new design of the
Bank is altered definitively from that established in the Legislative Decree on
the Nationalization of the Bank in 1962, which made it in all respects a direct
arm of the government and maintained its traditional function of financing the
government. The current legal text, in contrast, continues a trend begun in 1980
with Law 30/1980, of July 21, on the Governing Bodies of the Bank, which
granted it a significant degree of instrumental autonomy and limited the
possible causes for the dismissal of the Governor.

In defining the institutional role of the Bank within the Spanish administration
and the precise scope of its autonomy, the new law balances the provisions of
the Treaty on European Union with the mandates of our Constitution, and co-
ordinates this equilibrium through various provisions. Article 7, for example,
which defines the objectives towards which monetary policy should be
directed, sets price stability as a priority objective, which is an essential, though
admittedly not the sole, element of the «economic stability» referred to in
article 40 of the Constitution. As long as it does not detract from this primary
objective, monetary policy shall support the general economic policy of the
government. In the light of article 97 of the Constitution, which gives the
government responsibility for directing domestic and foreign policy, article 24
of the law assigns to the government the exclusive responsibility for appointing
all members of the Bank's governing bodies. Article 20 authorizes the
Economy and Finance Minister and the Secretary of State for the Economy to
attend the meetings of the Bank Council as they deem necessary, and to submit
motions to the Council as needed, thereby providing the government with an
appropriate channel to expound its arguments even in areas in which the Bank
can make independent decisions. Article 10 specifies the Bank's responsibility
to report on monetary policy to Parliament and the government, so that these
institutions can monitor and debate the monetary policy being pursued on a
regular basis. The Bank may report to Parliament and the government on any
obstacles that hinder monetary policy from achieving price stability, which will
help permit an appropriate balance in overall economic policy-making. Finally,
in areas other than monetary policy, including the supervision of credit
institutions, the Bank shall be subject not only to relevant laws, but also to the
regulations drafted by the government to implement such laws, with
administrative acts and resolutions being subject to ordinary appeal to the
Economy and Finance Minister. In sum, the law makes the Bank a special
institution within the administration; it is subordinate to the government in
general terms but nonetheless enjoys full autonomy in the area of monetary
policy, so as better to defend the objective of price stability set out in the law
itself.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Organizationally although the law respects the basic institutional structure
created for the Bank under Law 30/1980 of July 21, on the Governing Bodies
of the Bank -as demonstrated by the parallel between the General Council and
the Executive Council which formerly governed the Bank and the new
Governing Council and Executive Commission set out in the new law- it
introduces some changes which are aimed at generally reinforcing the
institution's autonomy. In this respect, the term of office of the Governor and
Deputy Governor are extended to a single term of six years, and the reasons for
their possible dismissal are strictly specified.

Although this law introduces significant changes in the areas mentioned above
(i.e. steering of monetary policy and the status of the governing bodies of the
Bank), there are no significant changes in the status of the other functions that
current legislation assigns to the Bank. In particular, the Bank's supervisory
functions over credit institutions will still be regulated by Law 26/1988, of July
29, on Discipline and Intervention of Credit Institutions, and other applicable
legislation. It should be kept in mind that under the terms of article 14.4 on the
Statutes of the European System of Central Banks and the European Central
Bank, national central banks may perform functions separate from monetary
policy-making which do not interfere with this task, and these shall be subject
to national legislation and shall not be considered part of the functions of the
European System of Central Banks.

In conclusion, this law transposes to our legislation the provisions of the Treaty
on European Union regarding monetary policy and the relationship between
the Treasury and the central bank, and contributes in this way to laying the
foundations for Spain successfully to join the future Economic and Monetary
Union.

CHAPTER 1. NATURE AND LEGAL STATUS

Article 1. Nature and specific provisions '

1 The Bank is an institution under public law with its own legal personality
and full public and private legal capacity. It shall pursue its activities and
fulfil its objectives with autonomy from the administration, carrying out its
functions as specified in this law and other legislation.

2 The Bank shall be subject to private law except when it is exercising the
administrative authority conferred on it by this and other laws. In the
exercise of its administrative authority, Law 30/1992, of November 26, on

! Article 1 amended by Law 12/1998, of April 28 (article 1.1).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

the Legal Status of Public Administration and Common Administrative
Proceedings, shall be applicable to the Bank.

In any case, acts adopted by the Bank in the exercise of the functions referred
to in article 7.6 and article 15.4 shall be considered of an administrative nature.

The Bank shall not be subject to the terms of Law 6/1997, of April 14, on the
Organisation and Functioning of the Administration.

3 The Bank is an integral part of the European System of Central Banks ("ESCB")
and shall be subject to the provisions of the Treaty of the European Community
("Treaty") and to the Statutes of the ESCB.

In the exercise of the functions arising from its status as an integral part of the
ESCB, the Bank shall follow the guidelines and instructions emanating from
the European Central Bank ("ECB") under the terms of the aforementioned

provisions.

Article 2.  Appeal System’

1 The administrative acts adopted by the Bank in the exercise of the functions
envisaged in section 1 and article 15 of chapter II of this law, as well as the
sanctions, if any, that may be imposed as a result of the application of these
provisions, shall end administrative proceedings.

2 The administrative acts adopted by the Bank in the exercise of other
functions, as well as any sanctions it may impose, shall be subject to
ordinary appeal to the Economy and Finance Ministry.

3 Without prejudice to the competence of the European Court of Justice, the
«Sala de lo Contencioso-Administrativoy» of the «Audiencia Nacional»
shall have sole jurisdiction in the case of appeals filed against acts adopted
by the Bank not subject to administrative appeal, as well as against
decisions of the Minister of Economy and Finance on appeals filed against
acts adopted by the Bank.

2 Article 2 amended by Law 12/1998, of April 28 (article 1.2).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Article 3. Regulations adopted by the Bank*®

1 Without prejudice to the terms of article 1.3, the Bank shall adopt the
necessary regulations for the exercise of the functions envisaged in article
7.3 as described in section 1 and article 15 of chapter II of this law, which

shall be called «Circulares monetariasy.

In addition, to correctly fulfil its other responsibilities, it may adopt any
regulations that it deems necessary to develop legislation for which it has been
expressly empowered. These regulations shall be called «Circulares».

2 Both types of regulations shall be published in the «Boletin Oficial del
Estado» and will enter into force as determined in the first point of article 2
of the Civil Code. Previously, the Bank should request any technical and
legal reports needed from its internal services, and any other reports or
advice that it deems necessary. The terms of article 24 of Law 50/1997, of
November 27, will not be applicable, although in the case of the «
Circularesy the affected parties should receive a hearing.

Any regulations adopted by the Bank may be appealed directly to the «Sala de
lo Contencioso-administrativo» of the «Audiencia Nacional».

Article 4.  Economic and budgetary treatment *

1 The rules governing the State budget, property and contracting shall not
apply to the Bank unless otherwise specifically indicated.

2 The Bank's draft budget for operating expenses and investments, once
approved by its Governing Council according to article 21 .1g), shall be
forwarded to the government, which will submit it to Parliament for
approval. The budget shall be prospective in nature, and shall not be
consolidated with other State public sector budgets.

3 Article 3 amended by Law 12/1998, of April 28 (article 1.3).
4 Article 4 amended by Law 12/1998, of April 28 (article 1.4).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

The government, upon proposal by the Economy and Finance Minister, shall
have the authority to approve the annual balance sheet and accounts of the
Bank, which will be sent to Parliament for informational purposes. Without
prejudice to the terms of article 27 of the Statutes of the ESCB, the Bank shall
be subject to external auditing by the «Tribunal de Cuentas», under the terms
of Organic Law 2/1982, of May 12, on the Tribunal de Cuentas. The report
accompanying the annual balance sheet and accounts shall give further detail
on different operations or items on the balance sheet, according to their
characteristics. In particular, the Bank's contributions to the Deposit Guarantee
Funds shall be detailed, as will any loans or other operations transacted for the
benefit of any other institution or person not on an arm's-length basis, or which
in any other way involve loss of profit or losses for the Bank. In such cases the
amount of such loss of profit or losses shall be specified.

Article 5. Fiscal treatment

The Bank shall receive the same fiscal treatment as the State.

Article 6. Obligation of secrecy

1 The members of its governing bodies and the personnel of the Bank shall
keep secret, even after their duties have ceased any confidential information
which they might receive in the exercise of their responsibilities. Any
breach of this obligation shall be sanctioned according to internal Bank
rules, in the case of Bank personnel, and under the terms of article 29, in the
case of members of its governing bodies.

2 The secrecy obligation shall be without prejudice to the reporting
requirements on monetary policy imposed on the Bank by article 10 of this
law, and the terms of specific provisions which, in keeping with European
Community directives on credit institutions, regulate the secrecy obligation
of supervisory authorities.

3 Parliamentary access to information falling under the secrecy obligation
must be channelled through the Governor of the Bank, under the conditions
laid down in parliamentary regulations. To this end, the Governor may
request that the appropriate parliamentary body hold a secret session or use
the appropriate procedures for access to classified material.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Article 6 bis. Legal framework for the staff of the Banco de Espaiia *

The staff of the Banco de Espafia shall be selected in accordance with the
principles of equality, merit, ability and publicity, and the relationship between
the Banco de Espafa and its staff shall be governed by employment law.
Without prejudice to its autonomy in matters of staff policy, the Banco de
Espafia shall apply to its staff personnel costs-related measures equivalent to
those generally established for public sector staff, principally by the State
budget laws for each year, and may not, under any circumstances, agree
remuneration increases that involve an increase in the overall wage bill beyond
the limits set for such staff.’

Banco de Espafia members of staff who may have access to confidential
information shall report, in accordance with the applicable internal rule
approved by the Executive Commission, securities market operations they
carry out, whether directly or through an intermediary. This internal rule shall
determine the restrictions applying to these members of staff concerning the
purchase, sale or availability of these securities, in addition to the reporting
obligations and restrictions applying to financial operations carried out by
these members of staff with entities subject to the Banco de Espafia’s
supervision, whether by themselves or by an intermediary. Infringement of the
provisions of this paragraph shall be subject to the sanctions laid down in the
Banco de Espafia’s internal rules.

Data provided under these reporting obligations shall be kept for a maximum
of five years.

CHAPTERII. OBJECTIVES AND FUNCTIONS

Article 7.  General principles’

1 The Bank shall be responsible for exercising the functions assigned to it by
this law and any other functions which it might be assigned by other laws.

2 Without prejudice to its main objective of maintaining price stability and
fulfilling its duties as a member of the ESCB in accordance with the terms
of article 105.1 of the Treaty, the Bank shall support the general economic
policy of the government.

3 Incorporated by Law 62/2003, of 30 December (article 63).

¢ Wording of the first paragraph pursuant to the sixth final provision of Law 17/2012 of 27
December 2012.

7 Article 7 amended by Law 12/1998, of April 28 (article 2.1).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

3 The Bank shall participate in the fulfilment of the following basic functions
attributed to the ESCB:

a To define and implement the monetary policy of the Community.

b To conduct foreign exchange operations that are consistent with the
provisions of article 109 of the Treaty®.

¢ To hold and manage the official foreign exchange reserves of the
Member States. Nonetheless, the government may hold and manage
foreign exchange working balances, in keeping with the terms of article
105.3 of the Treaty.

d To promote the smooth functioning of the payment system.

To issue legal-tender banknotes.

f All other functions deriving from its status as an integral part of the
ESCB.

o

Without prejudice to the terms of article 1.3, in carrying out the functions
envisaged in point three of this article, specified in sections 1, 2 and 4 of
chapter II, but in these latter cases only when it addresses matters resulting
from the functions of the ESCB, neither the government nor any other
national or Community body shall give instructions to the Bank, and nor
may the latter request or accept them.

Observing the provisions of point 2 of this article, the Bank shall, moreover,
perform the following functions:

a Hold and manage foreign-currency and precious metal reserves not
transferred to the ECB.

b Promote the smooth operation and the stability of the financial system
and, without prejudice to the terms of 3.d) above, of national payment
systems.

¢ Place coins in circulation and carry out, on behalf of the State, any other
functions related to metallic currency which might be assigned to it.

d Act as treasurer and financial agent for Public Debt, as stipulated in
section 3.

e Advise the government, and prepare any reports and studies deemed
necessary.

f Compile and publish statistics related to its functions and assist the ECB
in the compilation of the statistical information needed for the fulfilment

8 Current Article 219 of the Treaty on the Functioning of the European Union.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

of the ESCB's functions.
g Carry out any other responsibilities which it is assigned by law.

6 The Bank shall supervise, in accordance with existing regulations, the
solvency activities and compliance with specific regulations of credit
institutions, and any other financial institution or market it has been called
on to oversee, without prejudice to the prudential supervision of

“Comunidades Auténomas” in their areas of responsibility, and the co-
operation between these “Comunidades Auténomas” and the Bank in
performing such regional supervisory tasks.

7 The Bank may engage in the necessary operations to correctly perform its
functions, and those needed for administrative purposes and its staff.

8 The Bank may establish relationships with other central banks, with
financial supervisory authorities and financial institutions in other
countries, and with international monetary and financial organisations.

It may also establish relationships with public financial institutions and
regional financial supervisory authorities.

SECTION 1. MONETARY POLICY

Article 8. Opening of accounts for institutions °

In order to conduct its operations, the Bank may open accounts for credit
institutions, public entities and other market participants, and accept assets as
collateral.

Article 9.  Implementation of monetary policy"

1 To achieve the objectives of the ESCB and carry out its functions, the Bank
may conduct all types of financial operations, complying with the general
principles and instruments established by the ESCB, and in particular the
following:

Operate in financial markets, buying and selling outright (spot and forward) or

°  Article 8 amended by Law 12/1998, of April 28 (article 2.2).
10 Article 9 amended by Law 12/1998, of April 28 (article 2.3).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

under repurchase agreements; lend or borrow securities and other financial
instruments denominated in any currency or unit of account, as well as precious
metals.

Conduct credit operations with credit institutions and other market
participants, ensuring such operations are based on adequate collateral.

2 The immobilised funds arising from the establishment of minimum reserves
imposed pursuant to the provisions laid down in accordance with the ESCB
Statutes may be held at the Bank.

Article 10. Information and accountability in the area of monetary policy"

1 The Bank shall regularly inform Parliament and the government of the
objectives and the implementation of monetary policy, without prejudice to
the terms of article 107 of the Treaty'” and the ECB rules on professional
secrecy.

To this end, the Governor of the Bank may be asked to appear, in accordance
with Parliamentary regulations, before any Congress or Senate committee or
joint committee of both chambers, or be asked to attend for this purpose cabinet
meetings or meetings of its Commission for Economic Affairs.

2 In addition, the Governor of the Bank may be asked to attend the meetings
of the «Consejo de Politica Fiscal y Financiera de las Comunidades
Auténomasy referred to in article 3 of Organic Law 8/1980, of September
22, on Financing of Comunidades Auténomas and to report on issues within
the scope of the Bank's authority, with a view to facilitating the tasks of
financial coordination of the above-mentioned “Consejo”

SECTION 2. EXTERNAL OPERATIONS"

Article 11.  Exchange-rate policy"

Without prejudice to the competence of the European Community, the
government shall consult with the Bank on matters relating to exchange-rate
policy.

1 Article 10 amended by Law 12/1998, of April 28 (article 2.4).
12 Current Article 130 of the Treaty on the Functioning of the European Union.
13 Section 2 amended by Law 12/1998, of April 28 (article 2.5).
14 Article 11 amended by Law 12/1998, of April 28 (article 2.6).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Article 12.  Conduct of external operations"”

Without prejudice to the terms of article 1.3, the Bank may carry out any
operations that it deems suitable, and in particular the following:

a Hold, manage, acquire and sell spot and forward all types of assets
denominated in foreign currencies or units of account, as well as precious
metals.

b Carry out any type of banking transaction with domestic or foreign
institutions or with international organisations, including operations of
granting and obtaining loans.

SECTION 3. CASH MANAGEMENT AND PUBLIC DEBT
SERVICES

Article 13. Cash management services

1 Under the terms agreed with the Treasury and with the Comunidades
Auténomas that so request it, the Bank may provide cash management
services, holding and maintaining necessary accounts in pesetas or in foreign
currencies, receiving income and making payments on their behalf and, in
general, engaging in any other banking activity, both domestically and
abroad, with the exceptions mentioned in the following number of this article.

2 Overdraft facilities or the granting of any other type of credit by the Bank to
the central government, Comunidades Auténomas, local authorities or any
other of the authorities or entities referred to in article 104 of the Treaty
creating the European Community'® -as amended by the Treaty on European
Union of February 7, 1992- are prohibited. The exceptions to the above are
as follows:

¢ Public credit institutions, which may receive liquidity from the Bank on
the same terms as other credit institutions, and Deposit Guarantee Funds
in credit institutions, when relevant.

d Financing by the Bank of obligations incurred by the government with
the International Monetary Fund, or arising from the implementation of
the medium-term financial assistance facility of the European Community.

15 Article 12 amended by Law 12/1998, of April 28 (article 2.7).
16 Current Article 123 of the Treaty on the Functioning of the European Union.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

In any case, Spain's contribution to the International Monetary Fund, and the
liabilities of the Bank to the Fund, shall be included on the balance sheet of the
Bank as assets or liabilities, as the case might be, vis-a-vis the International
Monetary Fund. The government shall be responsible for exercising Spain's
voting rights with the Fund.

3 Under the terms agreed with the Treasury and, as relevant, with the
Comunidades Auténomas, the Bank shall remunerate the liquid balances
deposited with it.

Article 14.  Public debt service functions

1 Under the terms agreed with the Treasury and with the Comunidades
Auténomas that so request it, the Bank shall provide public debt service
functions, offering its technical expertise to facilitate issuance procedures,
repayment and, in general, management of this debt. In any case, the
prohibition contained in article 13.2 shall be observed.

2 The Bank may not directly acquire from issuers any type of public debt. It
may only acquire it in markets, in the exercise of the functions assigned to it.

3 The Bank may:

a Serve as accounts holder and managing entity for the public debt market.
b Open, under the terms agreed with the issuer, securities accounts where
public debt may be registered for direct subscribers.

SECTION 4. MEANS OF PAYMENT AND PAYMENT
SYSTEMS

Article 15. Banknote issuance and circulation”

1 The Banco de Espaiia shall, with the prior authorisation of the European
Central Bank, have the power to issue euro banknotes which, without
prejudice to the legal system applicable to coins, shall be the only valid
banknotes within Spanish territory, in accordance with the provisions of
current European Union law.

17 Wording pursuant to the fifth additional provision of Law 8/2012 of 30 October 2012.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

2 In order to promote the authenticity and quality of the euro banknotes in
circulation, the Banco de Espafia may establish criteria and procedures in
relation to their placement in circulation, withdrawal, exchange, safe
custody and recirculation, and shall ensure compliance therewith.

3 Inrelation to the institutions and economic agents referred to in Article 6(1)
of Council Regulation (EC) N. ° 1338/2001 of 28 June 2001 laying down
measures necessary for the protection of the euro against counterfeiting, the
Banco de Espafia may:

(i) collect all such information and documentation as may be necessary
to promote the good condition, quality and authenticity of the
banknotes in circulation;

(i) carry out on-site inspections, including unannounced ones, at the
premises of institutions and economic agents, to monitor their
banknote handling machines and, in particular, the machines’
capacity to check for authenticity and fitness and to trace suspect
counterfeit euro banknotes and euro banknotes that are not clearly
authenticated to the account holder;

(i) verify the procedures governing the operation and control of the
banknote handling machines, the treatment of checked euro
banknotes and any manual authenticity and fitness checking;

(iv) take samples of processed euro banknotes to check them at its own
premises; and

(v) require the adoption by the institution of corrective measures in the
event of failure to discharge the obligations applicable thereto.

4 The reproduction of euro banknotes and any advertising which uses in full
or in part banknotes which are or have been legal tender in Spain must be
previously authorised in each case by the Banco de Espafa under the
conditions and the requirements set out in current regulations.

No authorisation shall be required for the government and the institutions
under public law that depend on the government.

The Banco de Espaiia may, in accordance with the established sanctioning
procedures applicable to persons acting in the financial markets, impose fines
of up to one million euro on natural or legal persons or their directors who
advertise without the proper authorisation or who violate the conditions
specified in such authorisation.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Article 16.  Payment systems"

1 To promote the sound functioning of payment systems, and in the exercise
of its functions as a member of the European System of Central Banks, the
Banco de Espaiia shall, by means of a Circular, regulate payment clearing
and settlement systems. In particular, it may implement or complement the
legal acts prescribed by the European Central Bank and include the
recommendations of international bodies that constitute principles
applicable to the security and efficiency of payment systems and
instruments. Where appropriate, it may also manage the related payment
clearing and settlement systems.

2 The Banco de Espaiia shall oversee the functioning of clearing and payment
systems. To that end, it may seek to obtain whatsoever information and
documents it deems necessary to assess the efficiency and security of
payment systems and instruments both from the payment-system managing
entity and from the suppliers of payment services, including those entities
providing technological services for such systems and services.

3 Failure to comply with the rules laid down by the Banco de Espaifia in point
1 of this article and with the reporting obligation in point 2 of this article, by
the entities referred to in said point 2, once the period determined by the
Banco de Espafia to amend this situation has elapsed, will constitute an
infringement for the purposes of the provisions of article 5.f), of article 4.1),
if the failure to report information hampers assessment of the risks inherent
in payment systems and instruments, and of article 5.1), respectively, of Law
26/1988 of 28 July 1988 on the Discipline and Intervention of Credit
Institutions.

The references in the aforementioned Law to credit institutions shall be
understood to be to the institutions referred to in point 2 of this article.

4 For reasons of prudence, the Banco de Espafia may suspend application of
the decisions adopted by a payment-system managing entity and take the
steps it deems appropriate if it considers that such decisions violate the rules
in force or are detrimental to the proper development of clearing and
settlement processes.

CHAPTER III. GOVERNING BODIES

Article 17.  Governing bodies

The governing bodies of the Bank shall be:

18 Article 16 amended by Law 2/2004, Of December 27 (fortieth additional provision).
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1 The Governor. 1 %4 o
2 The Deputy Governor. e
pry overor 2 BlRS -
3 The Governing Council.
4 The Executive Commission. 3 AEEES -
4 RivLF ¢ -
Article 18. Powers of the Governor”
The Governor of the Bank shall be empowered to: %1845 LBz AER"
a Manage the Bank and preside over the Governing Council and the
Executive Commission. By TIEN
b Act fflsl legal representative' of the Piank whﬁne.ve‘:r necessary anj a ? RAFEEE AEREEEINGFLT 2R -
especially in Courts' of Justice, as we{gs aut orlslng contracts .an b "R RAH B RHLEEEATELNL > DIERE T
documents and carrying out all other activities necessary in the pursuit of K e o o1 ‘ + A PR .y o
the functions assigned to the Bank. B R NEIRFLEFAFEIRL - LT
¢ Represent the Bank in the international institutions and organisations in B o
which its participation may be envisaged. c REAAFREVIEYZ W% ﬁ&ﬂ]#;i Kl ‘T‘j, o
d (S:It (t)n ltl}l; Gli)vernmg Council and the General Council of the European d R4 o gy L4F2 A ERE ¢ 2R ¢ o
entral Bank.
Article 19.  Powers of the Deputy Governor %194 B4R HER
The Deputy Governor shall substitute for the Governor when the post becomes SR Ak X M IETRINETR- [N 5 - S E ? WA NE AT

J
vacant or .in the eYent of absence or illne.ss., in performing managing or S EFR e p b s BB A BT kA TR IRLEES 2 D B
representative functions for the Bank. In addition, the Deputy Governor shall .
have the powers assigned to him by internal Bank rules and delegated to him #
by the Governor.

F204 RREFEZER

Article 20. Composition of the Governing Council )
1 AFRE6d TS mad

1 The Governing Council shall be composed of:

a The Governor. b &4 o
b The Deputy Governor. o
. . ziEiFEz e = F oo
¢ Six elected Council members. ¢ 6 FEET2ZRR
1 . : : . A5 BN,
d The Director-General of the Treasury and Financial Policy. d Mrcz & ﬁﬂlﬂ/i‘l LN LR F
19 Article 18 amended by Law 12/2004, Of April 28 (article 3.1). 9% 18 5k 1998 & 4 » 28 p % 12/1988 5Lz =30 (%3 &% 138 ) -
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

e The Vice-president of the National Securities Market Commission.

2 The Directors-General of the Bank shall attend Council meetings in a
participatory but non-voting capacity.

A representative of the Bank's personnel, chosen as specified in internal rules,
shall also attend the meetings in a participatory but non-voting capacity.

3 The Director-General of the Treasury and Financial Policy and the Vice-
president of the National Securities Market Commission shall not be
permitted to vote when the Council makes decisions on issues related to the
matters regulated under section 1 and under sections 2 and 4 of chapter II of
this Law, but in the case of the latter two sections only when decisions are
made on issues arising from the functions of the ESCB™.

4 The Economy and Finance Minister or the Secretary of State for Economy
may attend the meetings of the Council, as participating but non-voting
members, when they consider it necessary in the light of the importance of
the matters under consideration. They may also submit a motion for
consideration by the Governing Council.

5 The Governing Council's Secretary shall be the Secretary of the Bank, who
will attend in a participatory but non-voting capacity.

Article 21.  Powers of the Governing Council’

1 The Governing Council shall:

a Approve general guidelines for Bank action to fulfil its assigned functions.

b Observing the guidelines and instructions of the ECB, and the Governor's
independence and obligation of secrecy as a member of the governing
bodies of the ECB, it shall debate the issues relating to monetary policy
and shall supervise the Bank's contribution to the implementation of the
ESCB's monetary policy carried out by the Executive Commission.

¢ Approve, at the proposal of the Executive Commission, the annual report
of the Bank and, as relevant, any other reports which the Bank must
submit to Parliament, to the government or to the Economy and Finance
Minister.

20 Article 20.3 amended by Law 66/1997, of December 30 (twenty-fourth additional provision.1).
21 Article 21 amended by Law 12/1998, of April 28 (article 3.2).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

d Approve the Bank's «Circulares monetarias» and «Circulares».

e Submit to the government the separation proposals referred to in letter d)
of number 4 of article 25.

In these decisions, the member of the Council to which the proposal of

separation refers will have no vote.

f Approve the internal rules of the Bank at the proposal of the Executive
Commission.

g Approve proposed Bank budgets and formulate its annual accounts and
the proposal for distribution of profits.

h Approve guidelines on personnel policy and ratify the appointment of
Directors-General.

i Impose sanctions whose adoption is the responsibility of the Bank.

j Approve proposals for sanctions which the Bank must submit to the
Minister of Economy and Finance.

k Settle appeals to or claims filed against Bank resolutions when the
authority to do so corresponds to the latter.

1 Adopt any other necessary agreements to carry out the functions
entrusted to the Bank under this law which are not the exclusive
responsibility of the Executive Commission, with the power of
delegating to the Governor, the Deputy Governor, or the Executive
Commission the responsibilities or tasks that it deems appropriate. It shall
determine explicitly in which cases subdelegation is possible.

2 The presidency of the Governing Council shall be held in this order:
1 By the Governor.

2 By the Deputy Governor.
3 By the oldest elected Council member.

3 The Governing Council shall meet at least ten times a year, and whenever
convened by the Governor.

The Governor of the Bank, as President of the Council, shall call meetings
and set the agenda.

The members of the Governing Council may request a meeting, which
should be held whenever the request is made by at least two members. The
request shall specify the agenda for the special meeting.

4 The Governing Council shall have a valid quorum when at least five of its

FFLT AL ik

d sz (FRdag) 2 (@arf)
e wIAHRIF 2 EFR AR S T TR EER S

WEBRBEEHE2BEEFT ﬁ»@#ﬁ@&%%o

foERiEE] 2% P aFL PR o

g PRAFTES  SREERLHFLE CE A -
S RS &3 S STEESTELLLER- I

i s jkf_—ré‘_iﬁéﬁ\% /*—EJ?F;./LL"

j PRAERE A AR R LR E

Kk & FRIUERIPD o TR TR el e s
:" %E °

1 SRERZTETAFTEL %?E%fi&*z}‘ FEF 234
BT S AARREE R A TR
FoRRPARGEL] ¢ B RRTEL S RELF
Il;o

2 AREFE2ZARNBRAED THAF ST

1 4o

2 Bl

3 EEsmE SR RTEY

3AfmE ¢ EERTI OB E 10 BV BAKEIEL B
g o

AREE PTG REPER LIS 2 FF TR
o E R ALY 0§ R RAE -
4 3"

5emEEAFANF 2 RE ERE DR E AR
‘4}],4 T2 T Ao AR B e \f:fi’)_%




LAW OF AUTONOMY OF THE BANCO DE ESPANA

members, not counting ex-officio members, and the Secretary are present.
Decisions shall be made by majority voting and in case of a tie, the President
shall have the casting vote.

Article 22.  Composition of the Executive Commission
1 The Executive Commission shall be made up of:

a The Governor, who shall act as President.
b The Deputy Governor.
¢ Two elected Council members.

2 The Directors-General of the Bank shall attend the meetings in a
participatory but non-voting capacity.

3 The Secretary of the Bank will be Secretary, attending in a participatory but
non-voting capacity.

Article 23.  Powers of the Executive Commission™

1 The Executive Commission shall be responsible for the following, subject
to the guidelines of the Governing Council:

a To contribute to the implementation of the monetary policy formulated
by the ESCB in accordance with the terms of article 21.1 b).

b To decide upon the administrative authorisations to be granted by the
Bank.

¢ To organise the Bank and appoint Directors-General and personnel,
fixing their salaries in line with internal rules and the general guidelines
approved by the Governing Council. The Council will in all cases ratify
appointments of Directors-General.

d Submit to the Governing Council the proposals which the Council is
responsible for resolving or approving.
Carry out the tasks expressly delegated to it by the Governing Council.
Formulate necessary recommendations and requirements for credit
institutions and, with regard to the latter, their Board of Directors and
management, agree to initiate sanctioning procedures and intervention
measures, replace Directors, or take any other precautionary measures set
out in legal regulations and entrusted to the Bank.

22 Article 23 amended by Law 12/1998, of April 28 (article 3.3).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Any precautionary measures taken by the Executive Commission in the
fulfilment of its responsibilities will be immediately reported to the
Governing Council.

g Administer the Bank in the area of private law and manage its assets.

h Agree on any other operations or transactions which the Bank must
perform to carry out its responsibilities, delegating these to the
commissions or individuals that it deems appropriate.

2 Meetings of the Executive Commission shall be called by the Governor on
his own initiative or upon the request of two of its members.

3 Agreements shall be taken by majority vote. In the event of a tie, the
President shall have the casting vote.

Article 24.  Appointment of governing bodies

1 The Governor of the Bank shall be appointed by the King following a
proposal by the President of the government. Nominees shall be Spanish
and will have recognised competence in monetary or banking matters.

Prior to the appointment of the Governor, the Economy and Finance Minister
shall appear before the relevant parliamentary committee under the terms
envisaged in article 203 of the Spanish Parliamentary Internal Regulations, to
report on the proposed candidate.

2 The Deputy Governor shall be appointed by the government following a
proposal by the Governor and must meet the same conditions as the
Governor.

3 The six elected Council members shall be appointed by the government
following a proposal by the Economy and Finance Minister, after
consultation with the Governor of the Bank. They must be Spanish and have
recognised competence in the area of economy or law.

4 The two elected members of the Executive Commission shall be appointed
by the Governing Council, following a proposal by the Governor, from the
Council's elected members.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Article 25. Renewal and dismissal of governing bodies™

1 The terms of office of the Governor and the Deputy Governor will have a
duration of six years, and will be non-renewable for the same position.

2 Elected Council members will serve a six-year term and may be reappointed
once.

3 Council members appointed to the Executive Commission will serve the
period that remains in their ordinary term of office as Council members.

4 The Governor, the Deputy Governor and elected Council members shall
leave office for the following reasons:

a Expiration of their terms of office.

b Resignation, which will take effect once the Government is notified or, in
the case of a member of the Executive Commission, when the Governing
Council is notified.

¢ Dismissal decided by the Government, due to permanent incapacity to
perform their functions, serious breach of their obligations,
incompatibility that may have arisen during the term of office or
prosecution for deliberate crimes. Except for cases of prosecution for
deliberate crimes, the dismissal decision shall be adopted following a
proposal by the Bank's Governing Council, after a hearing with the
individual in question.

5 In cases where any of the persons mentioned in this article are dismissed,
their replacement shall serve the ordinary term of office corresponding to
the position concerned.

Article 26.  Incompatibilities

1 The Governor and the Deputy Governor shall be subject to the system of
incompatibilities applicable to senior officials. Their posts shall also be
incompatible with the exercise of any public or private profession or
activity, unless these are inherent to their status or are imposed as part of
their role as representatives of the Bank.

Once their term of office ends, over the next two years they may not engage in
any professional activity linked to credit institutions or securities markets.
During this period, they shall be entitled to a monthly economic compensation

2 Wording pursuant to the fifth additional provision of Law 8/2012 of 30 October 2012.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

equivalent to 80% of the total salary assigned to that post during the indicated
period. This compensation may not be received if the individual holds a paying
job, post or activity in the public or private sector, except for teaching, or when
the dismissal has occurred due to a separation decided by the government.

2 Elected Council members may not be involved in professional activities
linked to credit institutions of any type, to securities markets or to private
financial institutions during their terms in office. Serving on the Bank
Council is compatible with teaching and research activities™.

Article 27.  System of remuneration

Remuneration and other employment conditions for the Governor, the Deputy
Governor and the elected Council members shall be set by the Economy and
Finance Minister, following a proposal by the Bank's Governing Council.

The Parliament shall be informed of these remuneration and employment
conditions.

Article 28.  Limitations applicable to members of the Governing Council

1 Members of the Governing Council shall refrain from acquiring or owning
goods or rights and from engaging in any activities that might compromise
their independence and impartiality in the exercise of their responsibilities,
cause conflicts of interest, or permit them to use privileged information.

In particular, they must contractually entrust to a financial institution registered
with the National Securities Market Commission the administration of any
tradable securities or financial assets of which they, their non-separated
spouses or dependent children are owners. The said institution shall administer
these assets subject only to the general indications of profitability and risk
established in the contract, and may not request nor receive investment
instructions from the interested parties. It may not inform the parties of the
composition of their investments, except in the case of mutual funds or when,
for a justified cause, authorisation by the National Securities Market
Commission may have been granted. Without prejudice to the responsibility of
the interested parties, failure of the said institution to comply with these
requirements shall be considered a very serious offence under the system of
sanctions applicable to it as a financial institution.

24 Article 26.2 amended by Law 12/1998, of April 28 (article 3.4).
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

2 In the three months following their taking of office and the end of their
terms, and on an annual basis, the members of the Governing Council must
file a statement on their activities and their net worth situation, and those of
their non-separated spouses and their dependent children. The statement
shall be submitted to the Ministry of Public Administration, which may
verify the information included and determine whether the interests
revealed in the statement infringe the conditions set out in the previous
paragraph.

The statement shall be inscribed in the «Registro de Intereses de Altos

Cargos».

Article 29. Sanctioning proceedings

Without prejudice to the terms of criminal law and article 25.4 d) of this law,
violation by members of the governing bodies of the Bank of the obligation of
secrecy set out in article 6, the rules on incompatibilities set out in article 26,
and the limitations set out in article 28, shall be punished with fines of up to
fifty million pesetas. The sanction shall be commensurate with the nature and
the scale of the offence, the gravity of the risks caused or damage done, the
spontaneous conduct of the offender to remedy it, and the earnings obtained as
a result of the offence.

The government shall be responsible for imposing the above-mentioned
sanction following an administrative enquiry conducted by the Ministry for
Public Administration, which shall be subject to the rules on the sanctioning
procedure applicable to civil servants. In all cases the proceedings shall be
initiated following a proposal or a favourable report from the Bank's
Governing Council.

Article 30. System applicable to the Secretary and Directors-General

The terms of article 6, 26.2, 28 and 29 shall also apply to the Secretary and
Directors-General of the Bank, and to the personnel representative referred to
in article 20.2. In the absence of other specific provisions, the penalty system
set out for Bank personnel in internal rules will apply for all of them.

FIRST ADDITIONAL PROVISION

Letter g) of article 5 of Law 26/1988, of July 29, on Discipline and Intervention
of Credit Institutions, is amended to read as follows™:

25 This first additional provision, whose text is included, may be understood as repealed by Law
10/2014 of 26 June, on the Regulation, Supervision and Solvency of Credit Institutions.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

«g) Failure to comply with existing provisions on legal reserve requirements
and other requirements arising from monetary control proceduresy.

A new section n) is added to article 4 of Law 26/1988, of July 29, on Discipline
and Intervention of Credit Institutions, which reads as follows:

«n) The infractions described in article 5.g) on required provisions relating
to the legal reserve requirement and requirements arising from monetary
control procedures, when in the five years prior to the offence unconditional
sanction has been applied to the credit institution for the same type of
infraction».

Letter ¢) of article 18 of Law 26/1988, of July 29, on Discipline and
Intervention of Credit Institutions, shall read as follows:

«c) The imposition of penalties for very serious offences shall be the
responsibility of the Economy and Finance minister on the proposal of the
Bank, except in situations such as those described in letter n) of article 4, in
which they shall be imposed by the Bank, and in cases where authorisation
is withdrawn, in which case it shall be imposed by the Council of Ministersy.

SECOND ADDITIONAL PROVISION

Any mention made by existing legislation to the General Council and the
Executive Council of the Bank shall be understood to refer, respectively, to the
Governing Council and the Executive Commission.

THIRD ADDITIONAL PROVISION*

The first paragraph of article 4 of Law 10/1975, of March 12, on Regulation of
Coinage, shall read as follows:

«Within the annual limit which may be indicated by the Bank, the Ministry
of Economy and Finance shall decide on the coinage of metallic currency
and, in particular: (--+) »

26 This third additional provision, whose text is included, may be understood as tacitly repealed by
Law 12/1998, of April 28 (single additional provision), since this has entailed new wording for
the first paragraph of article 4 of Law 10/1975, of March 12.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

FOURTH ADDITIONAL PROVISION”

The following changes shall be introduced to the adapted text of the General
Budget Law, approved by Royal Legislative Decree 1091/1988, of September
23:

Letter e) of article 8 shall read as follows:
«e) Determine the guidelines of the State's economic and financial policy. »
Letter g) of article 9 shall read as follows:

«g) Direct the implementation of the financial policy approved by the
government and lay down the necessary provisions to that end. »

FIFTH ADDITIONAL PROVISION*

Article 1 of Law 24/1984, of June 29, on Legal Interest Rate for Money, shall
read as follows:

«The legal interest rate for money shall be determined in the State Budget
Law. »

SIXTH ADDITIONAL PROVISION. LEGAL RULES APPLICABLE
TO COLLATERAL SECURITY PROVIDED TO THE BANCO DE
ESPANA, THE EUROPEAN CENTRAL BANK AND OTHER
NATIONAL CENTRAL BANKS OF THE EUROPEAN UNION, IN THE
PERFORMANCE OF THEIR TASKS”

1 For the purposes of this provision, collateral security shall mean any pledge,
simultaneous transaction, sell and buy-back transaction, charge, lien,
deposit, assignment or any other legal transaction for collateral purposes
arranged over any asset that may be realised or appropriated, including cash,
and which aims to secure the rights and obligations arising from any present
or future transaction concluded with the Banco de Espaiia, the European
Central Bank or another European Union national central bank.

27 Please note that Royal Decree-Law 1091/1988, of September 23, was repealed by Law 47/2003,
of November 26, single repealing provision.

28 Please note that Law 65/1 997, of December 30, has added a second paragraph to the article 1 of
the Law 24/1984, of June 29.

22 Wording pursuant to the second final provision of Royal Decree-Law 2/2012 of 3 February 2012.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

2 Such collateral security shall be subject to the following legal regime:

a In order to be fully valid, effective against the guarantor or third parties,
enforceable, even for the purposes of Articles 517 and 571 et seq of the
Civil Procedure Law, or admissible as evidence, it need not be arranged
in the presence of a notary or fulfil any formal requirement other than,
one, a written (or legally equivalent) record of the collateral agreement
or, where applicable, a unilateral declaration by the guarantor, and, two,
the contribution of the underlying asset and a written (or legally
equivalent) record of such contribution.

For the purposes of this additional provision, an electronic record or note in
any durable format shall be deemed legally equivalent to a written record.

Moreover, in order to be fully valid, effective against the guarantor or third
parties, enforceable, even for the purposes of Articles 517 and 571 et seq of
the Civil Procedure Law, or admissible as evidence, the corresponding
principal obligation need not be formalised in the presence of a notary or
fulfil any other formal requirement.

b For transactions in which the ultimate beneficiary of the collateral
security is the Banco de Espaiia, the European Central Bank or another
European Union national central bank, whether directly or through the
intermediation of a third party, where the underlying assets are book-
entry securities or financial instruments, the contribution of such assets
and the written (or legally equivalent) record of such contribution may
take the form of any of the following procedures:

1 Book transfer, with transfer of ownership, of the securities or
financial instruments to an account of the beneficiary or of a third
party acting directly or indirectly for or on behalf of the beneficiary,
in accordance with Article 9 of Law 24/1988 of 28 July 1988 on the
securities market, the guarantor forfeiting ownership of the security
or financial instrument in favour of the beneficiary or third party.

2 Recognition of the collateral in the relevant account in accordance
with Article 10 of Law 24/1988 of 28 July 1988 on the securities
market, the guarantor retaining ownership of the security or financial
instrument.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

3 Book transfer or recognition of the securities or financial instruments,
without transfer of ownership, to or in an account in the name of the
beneficiary or of a third party acting directly or indirectly for or on
behalf of the beneficiary. The above account shall have the sole
purpose of recognising pledges made over book-entry securities and
instruments, the guarantor retaining ownership thereof.

Where the underlying asset is a securities or financial instruments
account, the contribution thereof and the written (or legally equivalent)
record of such contribution shall take the form of the recognition of the
collateral in the relevant account, and the above pledge shall be subject,
mutatis mutandi, to the provisions of the final subparagraph of 2(e)
below.

¢ Where the underlying assets are securities represented by physical
certificates, the contribution thereof and the written (or legally
equivalent) record of such contribution may take the form of their
delivery to the beneficiary of the collateral security or to a mutually
agreed third party.

d Enforcement of the collateral shall require only the certification issued by
the Banco de Espaifia, the European Central Bank or the relevant
European Union national central bank, evidencing the amount of the past
due claimable amounts enforced, together with the order to dispose of,
appropriate or transfer, free of charge, the underlying assets, as applicable
in line with this paragraph. This certification shall declare that the
settlement took place in accordance with the agreement, pact and/or rule
giving rise to the obligation in question.

At the discretion of the beneficiary and subject to the terms of the collateral
agreement, the collateral may be enforced under any of the procedures
recognised in the prevailing legislation.

Where the underlying assets are traded on an organised market, they shall be
disposed of through the relevant market operator. Otherwise,
notwithstanding any other such disposal procedures as may be recognised in
the prevailing legislation, the disposal may be carried out in an auction
organised by the Banco de Espaiia.

Moreover, where the collateral security has not already been arranged by
transferring ownership of the relevant assets, it may also be enforced by way
of an appropriation of the underlying assets by the Banco de Espaifia, the
European Central Bank or the relevant European Union national central
bank, to be set off or applied in discharge of the guaranteed obligations,
provided that: (i) the institution providing the underlying assets and the
Banco de Espafia, the European Central Bank or the relevant European
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

Union national central bank have so agreed, and (ii) the parties have agreed
a valuation method for the underlying assets.

In any event, the surplus resulting once the debt in question has been paid
shall be returned to the institution that provided the underlying assets.

e Where the collateral security consists of pledged cash deposits, the
beneficiary or, where applicable, the depositary of the cash shall record
in the relevant account the arrangement of the pledge or, where
applicable, the pledged balance, when it has evidence of the account
holder's consent.

In order to be fully valid, effective against the guarantor or third parties,
enforceable, or admissible as evidence, the pledge need not be arranged with
the intervention of a notary or fulfil any formal requirement other than the
record referred to in the preceding sub-paragraph, which shall be equivalent
to the contribution of the underlying assets and the written (or legally
equivalent) record of such contribution.

Such pledges shall be enforced by means of set off, with any surplus funds
once the debt has been paid remaining at the disposal of the account holder.

As from the recording referred to in the first subparagraph of 2(e), any
amounts paid into the account whose balance is pledged or, where
applicable, only the pledged amount, shall, by the mere fact of being paid in,
be irrevocably pledged, without any limitation whatsoever, as collateral
security for the full performance of the secured obligations. Likewise, and
unless the parties have agreed otherwise, as from the time the pledge is
recorded, the account holder shall not be able to withdraw the funds
deposited therein or, where applicable, the pledged amount, without the
prior consent of the beneficiary of the collateral security.

f The underlying assets may be used to settle secured obligations, even
when insolvency or administrative winding-up proceedings have been
commenced. Such collateral security may be enforced separately,
immediately, in the manner agreed by the parties, or in accordance with
this additional provision.

The collateral security shall not be limited, restricted or affected in any way
by the insolvency or administrative winding-up of the other party.

In particular, the provision, acceptance or enforcement of the collateral
security to which this additional provision refers, the balance of the accounts
or registers in which it is recorded and the formalisation of the secured
obligations may not be challenged in the event of restitution actions linked
to insolvency or administrative winding-up proceedings.
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LAW OF AUTONOMY OF THE BANCO DE ESPANA

g The date of provision of the collateral security, and the balance and date
that appear in the certification issued by the Banco de Espafia, the
European Central Bank or the other national central banks of the
European Union, referred to in 2(b), shall constitute proof of such facts
against the institution itself and third parties.

Collateral security provided in accordance with the rules of this additional
provision shall not be subject to any attachment, distraint or encumbrance,
or to any other restriction or lien of any kind whether legal or contractual,
from the time of its provision.

The parties may agree that, in the event of changes in the value of the
underlying assets or in the amount of the secured obligations, new assets
shall have to be provided, including cash, or, where applicable and where so
agreed, returned, to restore the balance between the value of the secured
obligation and that of the collateral provided as security. Any such new
assets shall be considered an integral part of the initial collateral and shall
be treated as if they had been provided at the same time as the initial
collateral security, and all the terms of this additional provision shall be
applicable thereto.

Non-mortgage loans or credit provided as collateral security to the Banco de
Espafia, the European Central Bank or other European Union national
central banks to secure the performance of present or future obligations
incurred under transactions entered into with such bodies in the
performance of their tasks shall be governed by, in addition to the provisions
of paragraph 1, of sub-paragraphs a), d), f) and g) of paragraph 2 and of the
following paragraphs of this additional provision, the following rules:

a Loans and credits may be pledged or assigned whatever the formal or
material requirements that may have been agreed by the parties with
regard to their assignment or encumbrance. The provision of information
or documentation relating the loans or credits or the credit claims
thereunder, including any relating to the relevant debtors and, where
applicable, guarantors, to the Banco de Espafia, the European Central
Bank or the European Union national central banks, as well as, where
applicable, to any third parties to which such bodies may assign their
rights in the event that the credit claims are assigned or the collateral
arranged thereover is enforced, shall not constitute a breach of the
legislation on banking secrecy or personal data protection.

The pledge or assignment shall relate solely, unless agreed otherwise, to the
credit claims under the relevant contract. In no event shall the assignee or
beneficiary of the collateral security assume the obligation to make funds
available to the borrowers. On no account shall any pledge or assignment
arranged in line with the provisions of this paragraph constitute a breach of
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even the right to set off. 2 fgq o

5 Any agreements the Banco de Espafia may execute in the exercise of its b b e oy ne A B s e o 18 s S e e 1s s s
functions may provide for their termination or cancellation in the event of 5 27k “F* B PRV o R F 2 E iRk BN TRRELA
insolvency or administrative winding- up. Also, in such cases of insolvency 7T ;??’- = A ",% o B b iREEL A BN T ,BF‘- BpFE o &
or administrative winding-up, the transactions secured in accordance with KA 2R A D s ik e v b
the terms of this additional provision shall be deemed to be public law el _‘M'jfg ('_r,i‘ 75 o= i # 2 :b% e
claims for the purposes of the application of Article 91(4) of Insolvency o RIBAR: 22 @ 200377 9 % 22/2003
Law 22/2003 Qf 9 July 2003, insofar as they cannot be paid out of the A I IR 9 EFR 42 e
collateral security provided.

6 Where this additional provision is silent, regard shall be had, secondarily, to 6 A iEAR AR if Pl & 448 2005 & 3 % 11} %
the relgime with resp/ect to ﬁt{lancial glﬁlrza(r)l(‘;eses set forth ir} ChapterbII of 5/2005 8. M8 N( Ly %10 jg_ RN BV )
Royal Decree-Law 5/2005 of 11 Marc on urgent reforms to boost J e ¥ A ,
productivity and improve public sector procurement. A A ALAR 2ok PRI R R AR .

7 The rules set forth in this additional provision may be implemented in 7 A +4e VE B2 R (TR e 11 % o

regulations.
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SEVENTH ADDITIONAL PROVISION™

No court or administrative authority may issue an attachment order or process
an execution order against goods and property rights belonging, possessed or
managed by the Banco de Espafa, when they are physically subject to the
exercise of public functions or the exercise of administrative powers.

The same rules shall apply to the goods and property rights belonging,
possessed or managed by foreign states or central banks in which foreign
reserves are invested, and to those belonging, possessed or managed by the
Bank for International Settlements.

Express waiver of the prerogative contained in the previous paragraph,
whether made before or after the commencement of the judicial or
administrative procedure in question, shall be valid.

The above rules shall apply in the absence of international treaties or
agreements to which Spain is a party referring to the same persons and matters
to which this additional provision refers.

EIGHTH ADDITIONAL PROVISION. SPECIAL-PURPOSE
ENTITIES *

1 In accordance with European Central Bank regulations, the Banco de
Espafia may entrust the production of its share of euro banknotes to a public
corporation in which it has a controlling interest, and whose sole corporate
purpose is the production of euro banknotes within the European System of
Central Banks.

The Banco de Espafa's property, budgetary, recruitment and procurement of
goods and services regimes shall apply to this corporation, even though it is
subject to private law. Its budget shall be included as an annex to the budget of
the Banco de Espaiia.

2 Even though it is subject to Foundations Law 50/2002 of 26 December
2002, Fundacion Centro de Estudios Monetarios y Financieros (CEMFI)
shall be subject to the Banco de Espafa's property, budgetary, recruitment
and procurement of goods and services regimes. The foundation's budget
shall be included as an annex to the budget of the Banco de Espafia.

30 Seventh additional provision incorporated by Law 22/2005, of November 18.
3! Incorporated under final provision two of Law 36/2014 of 26 December 2014 on the State Budget
for 2015 (Official State Gazette of 30 December 2014).
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FIRST TRANSITORY PROVISION

The Governing Council and the Executive Commission shall be created under
the terms of this law within a period of two months from the time it enters into
force. At that moment, any governing bodies in operation up to that time shall
be replaced, and the terms of office of current council members shall end.

SECOND TRANSITORY PROVISION

Until the agreements mentioned in article 13.1 and 14.1 are approved, the
Bank, without prejudice of the terms of article 13.2, shall continue providing
to the Treasury and, as relevant, to Comunidades Autonomas, cash
management and public debt services as described in current provisions.

THIRD TRANSITORY PROVISION

Until such time as they are replaced, the provisions drafted to implement Law
26/1983, of December 26, on Legal Reserve Requirements for Financial
Intermediaries shall remain in effect.

REPEALING PROVISION

Law 30/1 980, of June 21, on Governing Bodies of the Bank, Law 26/1 983, of
December 26, on Legal Reserve Requirements for Financial Intermediaries,
the first paragraph of the eighth additional provision of Law 26/1988, of July
29, on Discipline and Intervention of Credit Institutions, and any other
provision that contradicts the content of this law, are repealed.

Once this law enters into force, the General Regulation of the Bank of March
23, 1948 and its Statutes of July 24, 1947, will be repealed whenever they
might be still in force.

FIRST FINAL PROVISION

This law shall enter into force on the day following its publication in the «
Boletin Oficial del Estado.

SECOND FINAL PROVISION*
Repealed.

32 The second final provision has been repealed by Law 66/1997, of December 30 (twenty-fourth
additional provision 1.d).
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

THE LAW ON
THE CENTRAL BANK OF
THE REPUBLIC OF TURKIYE

Law No. 1211
Date of Acceptance: January 14, 1970

PART I
Establishment, fundamental duties and powers, capital

Establishment and title

Article 1 - (As amended by Law No. 3985 of April 21, 1994)

A bank, under the title of the "Central Bank of the Republic of Tiirkiye", is
hereby established as a joint stock company having the exclusive privilege of
issuing banknotes in Tiirkiye and the powers and duties set forth in this Law.

The Bank shall be subject to the provisions of private law in cases where the
Law is not explicit.

The Central Bank of the Republic of Tiirkiye is hereinafter referred to as the
"Bank" in this Law.

Head Office and branches
Article 2 - The Head Office of the Bank is in Ankara.

The Bank may, by Board decision, establish a banknote printing works and

open branches in cities within the country where deemed necessary. Similarly,
the Bank may maintain correspondents both within the country and abroad.

(As amended by Statutory Decree No. 703 of July 2, 2018) The decisions
of the Bank in this regard shall be conveyed to the Presidency of the Republic.

(As amended by Statutory Decree No. 703 of July 2, 2018) The Bank may
also establish representative offices in foreign countries by Board decision and
with the consent of the President of the Republic.

Memberships and participations
Article 3 - (As amended by Statutory Decree No. 703 of July 2, 2018)
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The Bank may, by Board decision, become a member of international
financial, economic and professional organizations in which central banks
participate and may participate in such organizations as a shareholder with the
consent of the President of the Republic.

Fundamental duties and powers
Article 4 - (As amended by Law No. 4651 of April 25, 2001)

The primary objective of the Bank shall be to maintain price stability. The
Bank shall determine on its own discretion the monetary policy that it shall
implement and the monetary policy instruments that it is going to use in order
to maintain price stability.

The Bank shall, provided that it shall not conflict with the objective of
maintaining price stability, support the growth and employment policies of the
Government.

The fundamental duties and powers of the Bank shall be as follows:
I - The fundamental duties of the Bank shall be:

a) to carry out open market operations,

b) to take necessary measures in order to protect the domestic and
international value of the Turkish Lira and to establish the exchange
rate regime to determine the parity of the Turkish Lira against gold
and foreign currencies jointly with the Government, to execute spot
and forward purchase and sale of foreign exchange and banknotes,
foreign exchange swaps and other derivatives transactions in order to
determine the value of the Turkish Lira against foreign currencies,

c) (As amended by Law No. 7186 of July 17, 2019) to determine the
procedures and principles of reserve requirements and liquidity
requirement by taking into consideration the deemed appropriate on-
balance sheet items or off-balance sheet items of banks and other
financial institutions to be deemed appropriate by the Bank,

d) to conduct rediscount and advance operations,

e) to manage the gold and foreign exchange reserves of the country,

f) (As amended by Law No. 6493 of June 20, 2013) to regulate the
volume and circulation of the Turkish Lira, to establish payment,
securities transfer and settlement systems, to ensure the uninterrupted
operation and oversight of the systems established and to be
established and to make necessary regulations, to determine the
methods and instruments including electronic environment that shall
be used for payments,
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g

h)
i)

to take precautions for enhancing the stability in the financial system
and to take regulatory measures with respect to money and foreign
exchange markets,

to monitor the financial markets,

to determine the terms and types of deposits in banks and the terms of
participation funds in special finance houses.

II - Fundamental powers of the Bank:

a)

b)

¢)

d)

g)

The privilege of issuing banknotes in Tiirkiye shall rest exclusively
with the Bank.

The Bank shall determine the inflation target together with the
Government and shall, in compliance with this, adopt the monetary
policy. The Bank shall be exclusively authorized and responsible in
the implementation of the monetary policy.

The Bank shall, with the objective to maintain price stability, be
authorized to use the monetary policy instruments described in this
Law and to directly determine and implement other monetary policy
instruments that it deems appropriate as well.

The Bank shall, under extraordinary conditions and in cases when the
resources of the Savings Deposits Insurance Fund are insufficient, be
authorized to grant advance to this Fund in accordance with the
procedures and principles that it shall determine.

The Bank shall, as the lender of last resort, carry out the operations of
extending credit to banks.

The Bank shall, in accordance with the procedures and principles that
it shall determine, be authorized to request from banks the interest
rates which they will charge in credit operations and deposit-taking.
The Bank shall, in order to monitor financial markets, be authorized
to request necessary information and to gather statistical information
from banks, other financial institutions and from establishments and
institutions assigned to regulate and supervise these. (Added by Law
No. 7186 of July 17, 2019) The Bank's requests shall be covered in
real-time and instantly. In order for these requests to be covered,
access systems may be installed to data processing systems of
establishments and institutions by the Bank. All types of procedures
and principles pertaining to implementation shall be determined by
the Bank.

III - Main advisory duties of the Bank:

a)

(As amended by Statutory Decree No. 703 of July 2, 2018) The
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Bank shall be the financial and economic advisor, the fiscal agent and
the treasurer of the Government. The relation of the Bank with the
Government shall be maintained through the President of the
Republic or also through a minister that he/she shall appoint.

b) The Bank shall present its views to the Government, on the issues to
be requested with respect to financial system.

c) (As amended by Statutory Decree No. 703 of July 2, 2018) The
Bank may convey its opinions and observations regarding banks and
other financial institutions that it shall deem appropriate to the
Presidency of the Republic and to institutions authorized to regulate
and supervise these establishments and institutions.

The Bank shall be assigned and authorized to make and implement
regulations regarding the duties and powers entrusted to it by this Law and
legislation, and shall be assigned and authorized to supervise the compliance
with these regulations and the accuracy of the information sent to it, with these
establishments and institutions subject to the said regulations.

The Bank shall enjoy absolute autonomy in exercising the powers and
carrying out the duties granted by this Law under its own responsibility.

The Bank shall participate to the bankrupt's estate as a privileged creditor for
the amount of its claims and the interest pertaining to them, in the event of
bankruptcy of the bank, person or institution with whom the Bank undergoes a
transaction during the course of implementing monetary policy instruments.

Actions for damages resulting from the performance by the Bank staff
members of their duties shall only be filed against the Bank. The right of
recourse of the Bank shall be reserved.

Capital and shares of the Bank

Article 5 - (As amended by Statutory Decree No. 703 of July 2, 2018)

The capital of the Bank shall be TL 25,000,000 and shall be divided into
250,000 shares, each with a value of TL 100. This capital may be increased

with the approval of the President of the Republic. The nominal values of the
shares shall be TL 100, 200, 500, 1,000, 5,000 and 10,000.'

' By Decision of the General Assembly of April 28, 1988 and the Decree of the Coun-
cil of Ministers on Amending Certain Articles of the Articles of Association of the
Bank No. 88/13075 of June 24, 1988 the capital is increased to TL 25,000,000,000
(TL 25,000 under the Law on the Currency Unit of the Republic of Tiirkiye No. 5083
dated January 28, 2004); the nominal values of the shares are increased to TL
100,000, 200,000, 500,000, 1,000,000, 5,000,000 and 10,000,000 (Kr 10, Kr 20, Kr
50, TL 1, TL 5, TL 10 respectively under Law No. 5083).
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Type of shares
Article 6 - The shares of the Bank shall be registered.

Classes of shares
Article 7 - The shares shall be divided into (A), (B), (C) and (D) classes.

Class (A) shares

Article 8 - Each class (A) share shall consist of at least 100 shares. This class
of shares shall belong solely to the Treasury and shall not fall below fifty one
percent of the capital.

Class (B) shares
Article 9 - Class (B) shares shall be allocated to the national banks operating
in Tiirkiye.

Class (C) shares
Article 10 - A maximum of 15,000 shares shall be allocated as class (C)
shares to the banks other than the national banks and to privileged companies.

Class (D) shares
Article 11 - Class (D) shares shall be allocated to Turkish commercial
institutions and to legal and real persons of Turkish nationality.

Change in the classes of shares

Article 12 - The Bank shall immediately conclude the requests for the
conversion of shares from one class to another. No commission shall be
charged for the conversion of shares from one class to another.

The number of class (C) shares shall in no event exceed the amount set forth
by this Law.

PART 11
Organization and organs of the Bank

Organs
Article 13 - (As amended by Law No. 4651 of April 25, 2001)
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Organs of the Bank shall be as follows:

a) General Assembly,

b) Board,

¢) Monetary Policy Committee,
d) Audit Committee,

e) Office of the Governor,

f) Executive Committee.

CHAPTER
The General Assembly

Right to vote

Article 14 - The shareholders who are registered in the share book of the
Bank shall constitute the General Assembly of the Bank. The General
Assembly shall convene each year on the date indicated by the Articles of
Association of the Bank. Each person owning ten shares or representing this
number of shares shall be entitled to one vote.

Duties and powers of the General Assembly
Article 15 - The General Assembly shall have the following duties and
powers:

1. to examine the annual report submitted by the Board and the report of
the Audit Committee;

2. to examine the balance sheet and the income statements of the Bank

and decide thereon;

to discharge the Board members and the Audit Committee;

to increase the capital;

to make amendments in the Articles of Association;

to render a decision concerning the liquidation of the Bank.

SAINAIE NS

Articles of Association of the Bank and liquidation

Article 16 - a) (As amended by Statutory Decree No. 703 of July 2, 2018)
The Articles of Association of the Bank shall become effective with the
approval of the General Assembly and by a decree of the President of the
Republic. Amendments to be made in the Articles of Association shall also be
subject to this provision.
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

b) (As amended by Statutory Decree No. 703 of July 2, 2018)
Decisions to be taken for the liquidation of the Bank before the end of
the period set forth in Article 1 shall be valid with the approval of the
President of the Republic provided that the commitments assumed by
the Bank are fully performed under the Law.

A two-thirds majority shall be required in the General Assembly both to
make amendments in the Articles of Association and to decide on the
liquidation.

Chairmanship
Article 17 - The Governor shall chair the General Assembly.

Representation

Article 18 - Those who are not shareholders may not represent more than
one vote by proxy at the General Assembly.

(Added by Law No. 6456 of April 3, 2013.) The last sentence of the first
paragraph of Article 414 and Article 428 of the Turkish Commercial Code No.
6102 of January 13, 2011 shall not be applicable to the Bank.

CHAPTER I
The Board and the Monetary Policy Committee
(As amended by Law No. 4651 of April 25, 2001)

Composition

Article 19 - The Board shall be composed of the Governor and six members
to be elected by the General Assembly.

(As amended by Statutory Decree No. 703 of July 2, 2018) The duties of
the members may not be reconcilable with any other duty outside the Bank
whether of a legislative, official or private nature unless based on a special law
or Presidential Decree. Furthermore, these members may not engage in trade,
nor may they become shareholders of banks or companies. Duties in charitable
associations and in foundations with charitable, social and educational
purposes and partnership in non-profit cooperative companies are excluded
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

from this provision.

Members of the Board shall be required to have received a higher education
and to have knowledge and experience in banking or in the fields of economics
and public finance.

The Governor shall be the Chairman of the Board.

(As amended by Statutory Decree No. 703 of July 2, 2018) Salaries and
remuneration of Board members shall be determined by the President of the
Republic. Travel expenditures to be incurred to attend Board meetings by those
residing outside where the Head Office is located shall be paid by the Bank.

Term of office

Article 20 - The term of office of Board members shall be three years.

One-third of Board members shall be renewed each year. Members who are
to leave the Board at the end of the first and second years shall be designated
by drawing names.

Re-election of the members whose terms of office have terminated is
permissible.

Meetings, decisions and withdrawal from voting

Article 21 - Members of the Board shall neither participate in discussions
nor cast votes on credit issues concerning themselves or persons with whom
they have a link of interest or kinship in the degrees stated in sub-paragraph 3
of Article 245 of the Code of Civil Procedure.

Board meetings shall be held in Ankara. When necessary, the meetings
may also be held elsewhere. The meetings shall be held at least once a month
upon the call of the Governor. The agenda shall be drawn up by the Office of
the Governor. Items requested to be discussed by members that are not in the
agenda, shall be included therein and discussed at the same meeting if also
supported by the Governor; otherwise, a decision may be taken to include them
in the agenda of the next meeting.

The Board shall convene with the participation of at least two thirds of the
members and render a decision by the majority of the members present. In the
event of a tie, the proposal of the party supported by the Governor shall be
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

considered adopted.

Vice Governors may attend Board meetings in a non-voting capacity.

Duties and powers of the Board
Article 22 - (As amended by Law No. 4651 of April 25, 2001)

The duties and powers of the Board shall be as follows:

a)

b)

¢)

d)

e)

2

h)

to take decisions concerning monetary policy that may be
implemented and monetary policy instruments which may be used in
compliance with the monetary policy strategy and inflation target,

to make regulations and to take decisions on issues concerning the
replacement, withdrawal from circulation and destruction of
banknotes in circulation,

to determine the procedures and principles and to make necessary
regulations regarding open market operations, foreign exchange and
banknote operations, rediscount and advance operations, rediscount
and advance interest rates, reserve requirements and liquidity
requirement, other monetary policy operations and instruments,
management of gold and foreign exchange reserves of the country,
to take decisions on the issues laid out in paragraphs (I) and (III) of
Article 40,

(As amended by Law No. 6493 of June 20, 2013) to take decision
on the establishment of payment, securities transfer and settlement
systems under the conditions that shall promote their soundness and
effectiveness, to determine the procedures and principles of payment
methods and instruments, to make regulations regarding the oversight
of clearing houses,

(As amended by Law No. 6111 of February 13, 2011) to determine
the procedures and principles on requesting information and
collecting statistical information,

to make regulations and render decisions on issues pertaining to
opening branches, maintaining correspondents, establishment of
representative offices and bureaus, and to the Banknote Printing
Works,

to take decisions on issues concerning provisions and reserves and to
determine the procedures and principles regarding the transfer of the
balance to the Treasury remaining after the allocation of profit,

to prepare the budget, annual report, balance sheet, income
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

statements and the agenda of the General Assembly of the Bank,

j) to submit proposals to the General Assembly for increasing the
capital and making amendments in the Articles of Association,

k) toapprove the regulations prepared with respect to the administration,
organization, services and personnel of the Bank,

1) to take decisions on the purchase or acquisition of real property for
the need of the Bank; when necessary, on the sale, barter and donation
of real property owned by the Bank and on other transactions,

m) to make decisions on donation, amicable settlement, release, waiver
and cancellation of the amounts and values which are not within the
scope of powers that the Bank shall delegate to its other organs,

n) to approve the personnel cadres of the Bank,

0) to take decisions and make regulations on other issues to be submitted
by the Office of the Governor for examination and approval, apart
from those subject to the decision of the Monetary Policy Committee
pursuant to this Law.

(Added by Law No. 6111 of February 13, 2011.) The Board, when
necessary, may delegate part of its powers to other organs provided that the
limits thereof shall be determined explicitly in writing.

The Monetary Policy Committee
Article 22/A - (Added by Law No. 4651 of April 25, 2001.)

(As amended by Statutory Decree No. 703 of July 2, 2018) The Monetary
Policy Committee shall, under the chairmanship of the Governor, be composed
of Vice Governors, a member to be elected by and from among the Board
members and a member to be appointed on the recommendation of the
Governor. The Deputy Minister of Treasury and Finance or a unit chief to be
designated by the Minister may participate to the meetings in a non-voting
capacity. Monetary Policy Committee membership of those, whose office as
Governor, Vice Governor and Board member comes to an end, shall terminate
as well.

(As amended by Statutory Decree No. 703 of July 2, 2018) The member
to be appointed shall be required to have, studies in monetary policy matters
and an academic degree in one of the fields of economics, business
administration, banking and finance, and shall be required to have worked in
his/her field of office for at least ten years and to have adequate experience and
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

knowledge. The term of office of this member shall be five years.

The prohibitions stipulated in Article 19 shall also be applicable to the
appointed member. However, academic posts in universities shall not be in the
scope of this provision. The appointed member shall have the same financial
and social rights as the Board members.

(As amended by Law No. 6770 of January 18, 2017) Monetary Policy
Committee meetings shall be held at least eight times a year upon the call of
the Governor. Other provisions of the second paragraph of Article 21 and its
third paragraph shall also be applicable to the Monetary Policy Committee
meetings.

The Monetary Policy Committee shall have the following duties and
powers:

a) to determine the principles and strategy of monetary policy in order
to maintain price stability,

b) to determine the inflation target together with the Government within
the framework of the monetary policy strategy,

¢) to provide information to the public in line with the principles that it
shall set forth, and provide information to the Government within
specified periods by preparing reports regarding monetary policy
targets and its implementations,

d) to take necessary measures in order to protect the domestic and
international value of the Turkish Lira and to establish the exchange
rate regime to determine the parity of the Turkish Lira against gold
and foreign currencies jointly with the Government.

The Monetary Policy Committee shall determine the issues that it shall
announce, together with the procedure of their announcement. The issues
requested by the Monetary Policy Committee to be published in the Official
Gazette shall be published without delay.

Monetary Policy Committee decisions shall be executed by the Governor
and shall be submitted for the information of the Board.

CHAPTER III
The Audit Committee

Composition, term of office and qualifications’
Article 23 - (As amended by Law No. 6456 of April 3, 2013)

2 In accordance with Article 60 of Law No. 6456 dated April 3, 2013, the effective
date of this Article is set forth as May 1, 2013.
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

The Audit Committee shall be composed of four members to be elected by
the General Assembly. In the event that a member of the Audit Committee
leaves the membership, the other members of the Audit Committee shall elect
in his place a person who meets the requirements for election to hold office
until the first meeting of the General Assembly.

The terms of office of the Audit Committee members shall be two years.

The ones to be elected for the membership of the Audit Committee shall be
required to have received a higher education and to have knowledge and
experience in the fields of banking and accounting.

Duties and prohibitions

Article 24 - (As amended by Statutory Decree No. 703 of July 2, 2018)
The Audit Committee shall audit all the operations and accounts of the Bank.
The Office of the Governor shall be obliged to furnish all the information and
documents to be requested by the Audit Committee. The Audit Committee,
having no administrative power, shall submit its opinions in writing to the
Board and shall also present a copy thereof to the Presidency of the Republic.
The Committee shall submit the report that it shall draw up on the operations
and accounts at the end of the year to the General Assembly.

Members of the Audit Committee may not share in the profits of the Bank.

(As amended by Statutory Decree No. 703 of July 2, 2018) Remuneration
of the Audit Committee members shall be determined by the President of the
Republic. Travel expenditures to be incurred by those residing outside where
the Head Office is located shall be paid by the Bank.

CHAPTER 1V
The Office of the Governor

(A) Governor

Appointment, qualifications and term of office

Article 25 - (As amended by Law No. 3670 of October 25, 1990)

(The first paragraph is repealed by Statutory Decree No. 703 of July 2,
2018).
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

The Governor shall be required to have received a higher education and to
have knowledge and experience in the fields of public finance, economics and
banking.

Duties, representation and powers

Article 26 - The Governor shall, in the capacity of the highest executive
officer, administer and run and represent the Bank within the country and
abroad.

The Governor shall be entrusted with the following powers:

1. to ensure the enforcement of the provisions of this Law and the
decisions to be taken by the Board;

2. to take appropriate measures for the performance of the duties with
which the Bank is entrusted by this Law, and to make proposals to the
Board thereon where he/she deems necessary.

(As amended by Statutory Decree No. 703 of July 2, 2018) The Governor
may, in the case of his/her dissent from the decisions of the Board, postpone
the execution of the decision and may demand it be reconsidered at the next
meeting. In urgent circumstances, the Board shall convene upon the call of the
Governor and reconsider the issue in dispute. In the event of a disagreement
between the Governor and the Board, the President of the Republic shall act as
an arbitrator.

Prohibitions

Article 27 - (As amended by Statutory Decree No. 703 of July 2, 2018)
The post of Governorship may not be reconcilable with any other duty outside
the Bank whether of a legislative, official or private nature unless based on a
special law or Presidential Decree. Furthermore, the Governor shall not be
allowed to engage in trade, nor shall he/she become a shareholder in banks or
companies. Duties in charitable associations and in foundations with
charitable, social and educational purposes and partnership in non-profit
cooperative companies are excluded from this provision.

It shall not be considered a violation of the provisions of the first paragraph
if the Governor assumes duties at inter-ministerial committee meetings held at
the level of ministers and undersecretaries.

Temporary absence and excuse from duty
Article 28 - During the temporary absence of the Governor, the Vice
Governor designated by him/her shall act on his/her behalf.
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

The Governor may be excused from duty through the same procedure
applied for his/her appointment, only when the prohibitions stated in Article 27
are violated and there is no longer any possibility for him/her to perform the
duties entrusted by this Law.

In case of vacancy in the Governor's post, a Vice Governor, who shall be
elected as acting Governor by the Board to convene under the chairmanship of
the most senior member shall perform the duties and exercise the powers of the
Governor.

(B) Vice Governors

Qualifications, appointment, duties and prohibitions
Article 29 - (As amended by Statutory Decree No. 703 of July 2, 2018)

Four Vice Governors shall be appointed to assist the Governor. Vice
Governors shall be appointed from among persons who have received a
bachelors or a masters degree and have adequate knowledge and experience
either in one of the fields of law, public finance, economics, business
administration, banking, finance, engineering, public administration, political
science, international relations and statistics or in faculties of economics and
administrative sciences. The first paragraph of Article 27 and second
paragraph of Article 28 shall also be applicable to Vice Governors.

CHAPTER YV
The Executive Committee

Composition, duties

Article 30 - The Executive Committee shall be composed of the Vice
Governors under the chairmanship of the Governor. In cases when the
Governor is unable to chair, the Vice Governor designated by him/her shall
preside over the Executive Committee.

The duties of the Executive Committee shall be as follows:

1. to prepare proposals to be submitted to the Board, by examining in
advance the issues subject to Board decision, when deemed necessary
by the Governor;

2. to draw up regulations on the administration, organization and
services of the Bank;
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

3. to render decisions on issues left by regulations to the decision of the
Executive Committee;

4. to ensure coordination in the operations of the Bank;

5. to perform duties such as appointment, determination of the salaries,
dismissal and retirement of the personnel other than those appointed
by the Board.

Decisions at the Executive Committee meetings shall be taken by a majority
of all the members. In the event of a tie, the proposal supported by the
Governor shall be considered adopted.

CHAPTER VI
Organization of branches

Composition, duties

Article 31 - The organization and duties of the Bank's Head Office and
Branches and the Banknote Printing Works, as well as the composition and
duties of the Executive Committees of the Branches and Banknote Printing
Works shall be determined by regulations.

PART III
Provisions concerning Bank personnel

Status of the personnel
Article 32 - The Bank personnel shall consist of the Bank's officers as well
as the workers of the Banknote Printing Works.

The term "Bank officer" shall refer to the persons appointed to serve
continuously for the main and permanent duties that the Bank services entail.

Provisions of Law No. 624 on the Unions of Civil Servants shall apply to the
unions which the Bank officers have already established or shall establish. The
prohibition under Article 20 of Law No. 275 of July 15, 1963 shall also apply
in the services of the Bank.
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

The Bank personnel shall be subject to the provisions of this Law and of the
regulation to be drawn up by the Board.

Native and foreign experts may be employed on a contractual basis by Board
decision.

Remuneration regime

Article 33 - (As amended by Statutory Decree No. 703 of July 2, 2018)
The salaries and the representation allowances of the Governor and Vice
Governors of the Bank shall be determined by the President of the Republic.

The Board shall determine the additional remuneration to be paid to the
Chairman and Members of the Executive Committee and to the Chairmen and
Members of the Executive Committees of the Branches and of the Banknote
Printing Works for their duties, provided that the amount may not exceed two-
thirds of their salaries.

Salaries of other officers shall be fixed by the Board and by the Head Office
Executive Committee empowered to appoint them by taking into consideration
the above-mentioned salaries. The principles to be observed in this regard, as
well as the payments for business trips of the officers and all other issues shall
be specified in the regulation referred to in Article 32.

Retirement of personnel

Article 34 - (As amended by Law No. 6456 of April 3, 2013) The
provisions of sub-paragraph (c) of the first paragraph of Article 4 of Social
Insurances and Universal Health Insurance Law No. 5510 of May 31, 2006
shall apply to staff members of the Bank with the exclusion of workers and to
Board members.

The retirement contributions of those employed at the Bank on the effective
date of this Law shall be deducted from their salaries subject to these
contributions fixed by Law No. 5434. The provision of the second sub-
paragraph of paragraph (B) of Article 15 of the same Law shall apply to such
persons with respect to their monthly pay increases. Provisions of the same
Law shall also apply to personnel employed on a contractual basis, whose
previous posts are subject to retirement benefits.

Salaries subject to retirement contributions of the persons to be appointed
after the effective date of this Law shall be determined in accordance with the
provisions of paragraph (B) of Article 15 of Law No. 5434.

(As amended by Statutory Decree No. 562 of July 6, 1995) In terms of
retirement, the "supplementary salary indicator" and the "executive compensation"
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determined for Undersecretaries and Deputy Undersecretaries of the Ministries
shall apply to the Governor and Vice Governors respectively; and the "
executive compensation" determined for similar duties as specified in the ranks
they may enter according to the Law on Civil Servants in respect of the duties
they perform, shall apply to other personnel. The period of time they have
served in these posts shall be considered as served in the duties entailing the
payment of executive compensation pursuant to Supplementary Article 68 of
the Law on Pension Fund No. 5434.

Secrecy and responsibility

Article 35 - Staff members of the Bank shall be obliged to observe the
secrecy of matters pertaining to the Bank or to persons and institutions dealing
with the Bank which they acquire within their official capacities and due to
their duties, and not to disclose these secrets, in any manner whatsoever, to
those other than the authorities entitled by law.

This obligation shall continue to be binding even after they leave the Bank.

Staff members of the Bank shall be subject to the provisions on tort in the
Code of Obligations for the damages they cause to the Bank in connection with
their duties.

PART IV
Duties and powers of the Bank

CHAPTER 1
Issuance of banknotes

Issuance of banknotes and obligatory circulation

Article 36 - a) The circulation of banknotes already issued and to be issued
by the Bank shall be compulsory and they shall have unlimited capacity of
payment.

b) (As amended by Law No. 4651 of April 25, 2001) The Bank shall also
have the power to issue banknotes in connection with the operations
stipulated in Articles 45, 52 and 53.
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Replacement of banknotes
Article 37 - a) The Bank may replace the banknotes in circulation with new
issues, when it deems necessary.

The old banknotes withdrawn from circulation shall fall into statute of
limitations after ten years beginning from the date the replacement process
commences.

The date on which the replacement process shall commence as well as the
duration of the compulsory circulation of old banknotes within this ten years'
period shall be determined by the Board and be published in the Official
Gazette.

b) (As amended by Statutory Decree No. 703 of July 2, 2018) Based on
the principles to be determined between the Presidency of the Republic
and the Bank and in accordance with the "Gabarit" (quadrant scales
method) to be set forth by regulation, old and worn out banknotes shall
be replaced by the Bank with the banknotes kept in reserve.

c) Principles related to the cancellation and destruction of banknotes
withdrawn from circulation, and banknotes replaced due to becoming
old, worn out or mutilated shall be specified by regulation.

Coins
Article 38 - (Repealed by Law No. 1264 of May 28, 1970.)

CHAPTER I
Duties and powers pertaining to the protection of
the stability of the Turkish currency

Matters to be announced
Article 39 - (As amended by Law No. 3098 of December 6, 1984)

The Bank shall announce the rates of rediscount, discount and interest
applicable to its operations and the conditions of the open market policy, to be
determined by the Board from time to time.

The buying and selling prices of gold and foreign exchange, to be
determined by the Board in accordance with Article 4, as well as the decisions
taken in conformity with sub-paragraphs (3) and (5) of Article 22 shall be

— 106 —

YHrz B
F374%-a) A {T3nF L RpF B ATH

ERg 5 o
Yo 3R 2 B R 0 f AR B2 4210 &

i

FHATE B B0 0 E ERY L 10 EP B FiRd 2
Bl d TR ARIFAE L o

b) (4201847 B2 B % 703 kx4 HBIE) A3tan
2o ERATRZ RN BT 2 TR
(R E2) BHEE2 FBIFZEE R AT
B E TR

C) Jaw A L X 2 (TR R AR 0 1R AR
AR E 2R BRT T2 -

B

% 384k - (4K 1970 5 A 28 B % 1264 3REF L)

FU%
B2 R % £ B R ONAR T M AR B RO

REA RN F3R

F 394 - (k1984 12 A 6 B F 3098 3k EE)

* 7 }@";ﬂfﬁi:j‘hlﬁ, PRMERZ LRSS RRFEA
FomE ORIl i KRE FART T 2L .

REGEHAFEARLF A AEEE B 02
226 % (3) # % % (5) &#™7 w2 5 { 0 B F 2R

WD AR R 02 X AR GlcE B 0 M g R EY 8 (¢) I (e)
Foa
NI

— 107 —



THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

published in the Official Gazette.

Duties and powers of the Bank in money and credit issues

Article 40 - I - a) (As amended by Law No. 4651 of April 25, 2001) The
Bank may, as the lender of last resort, provide intraday or end-of-day credit
facilities to the system against collateral so as to eliminate the technical
payment problems which may obstruct the efficient functioning of the financial
markets, and the temporary liquidity shortages that may cause interruption in
the payment system.

b) (Repealed by Law No. 5411 of October 19, 2005.)

c) (As amended by Law No. 4651 of April 25, 2001) The Bank may
extend credit to the banks that are the subject of uncertainty and lack
of confidence in the event of acceleration of fund withdrawals and
uncertainty and lack of confidence in the banking system, in the
amount to cover the withdrawal of funds, the conditions of which
shall be determined by the Bank. In the event of bankruptcy of banks
to which the Bank extends credit in accordance with this provision,
the Bank shall participate to the bankrupt's estate as a privileged
creditor for the amount of the credit extended and the interest
pertaining to it.

II - (As amended by Law No. 5411 of October 19, 2005)

(As amended by Law No. 7186 of July 17, 2019) Banks and other financial
institutions to be deemed appropriate by the Bank including those issuing
electronic payment instruments shall, by taking into consideration their on-
balance sheet items or off-balance sheet items deemed appropriate, maintain
reserve requirements in cash, at the accounts to be opened with the Bank. All
types of procedures and principles pertaining to implementation including the
scope of on- balance sheet items or off-balance sheet items deemed appropriate
which are subject to reserve requirements, the ratio of reserve requirements,
their establishment period and interest rate to be applied to those requirements
when necessary, the transactions to be executed in extraordinary withdrawals
from deposit or participation funds and in mergers, acquisitions and divisions
shall be determined by the Bank.

(As amended by Law No. 7186 of July 17, 2019) The qualification and the
ratio of the liquidity requirement to be maintained by the above-mentioned
institutions shall be determined by the Bank when necessary.
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When it is required according to the regulation to be issued by the Bank that,
the reserve requirements are kept blocked in the accounts with the Bank,
reserve requirements kept in the blocked accounts shall not be utilized to
finance any purpose or issue, shall not be assigned or attached.

Where reserve requirements and liquidity requirements are not established
within the specified period or are established deficiently, the Bank, in
accordance with the procedures and principles that it shall determine, shall be
authorized, for the deficient portion, to either request interest-free deposit to be
kept in the accounts with the Bank or impose penalty interest. The accrued
penalty interest claims shall be collected in accordance with Law No. 6183 on
the Procedure of Collection of Public Claims. The penalty interest so collected
shall be registered as revenue to the Savings Deposits Insurance Fund.

III - (As amended by Law No. 4651 of April 25, 2001)

a) Within the framework of the powers delegated to the Bank by
legislation for the execution of its fundamental powers and duties,
banks shall notify the Bank of the interest rates to be charged in credit
operations and deposit-taking in accordance with the principles to be
determined.

b) The Bank shall determine the terms and types of deposits in banks and
the terms of participation funds in special finance houses.

¢) (Added by Law No. 7351 of January 19, 2022.) The money, claims,
goods, rights and assets of foreign country central banks which are
available with the Bank may not be attached, no interim injunction or
provisional attachment may be imposed thereon.

CHAPTER II1
Relations between the Bank and the Government
and relevant duties

Acting as financial and economic advisor and fiscal agent
Article 41 - (As amended by Law No. 6111 of February 13, 2011)

The Bank shall be the financial and economic consultative organ of the
Government. In this capacity, the Bank shall submit opinions concerning the
matters, on money and credit policy, examination of which is requested by the
Government.
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The Bank may be assigned as the fiscal agent for the Government in the
international financial and economic relations of the State.

(As amended by Statutory Decree No. 703 of July 2, 2018) The Bank may
be entrusted with carrying out the financial servicing of all types of domestic
borrowing notes, the exchange control and the implementation of foreign trade
regime or with similar operations in accordance with special laws, Presidential
Decrees or decisions based thereon. The Bank may not be held liable by third
parties for the operations it shall perform in this capacity.

The Bank shall, upon the request of the Undersecretariat of Treasury,
execute or have executed collections and disbursements of the State and all the
Treasury operations both within the country or abroad, and domestic and
foreign money transfers and remittances of all types. The charges to be applied
for these operations shall be determined by the Bank.

The procedures and principles regarding payment of interest on the deposits
belonging to the Undersecretariat of Treasury shall be set forth jointly by the
Bank and the Undersecretariat of Treasury.

Special audit and disclosure to public
Article 42 - (As amended by Law No. 4651 of April 25, 2001)

(As amended by Statutory Decree No. 703 of July 2,2018) The President of the
Republic may have the operations and accounts of the Bank audited. The Presidency
of the Republic may request any information in this regard from the Bank.

The Bank may have the balance sheet and the income statements audited by
independent auditing institutions.

(As amended by Statutory Decree No. 703 of July 2, 2018) The Governor
shall submit a report to the President of the Republic on the activities of the
Bank and the monetary policy followed and to be followed, each year in April
and October. The Bank shall furnish information regarding its activities to the
Planning and Budget Commission of the Grand National Assembly of Tiirkiye
twice a year.

The Bank shall prepare periodical reports concerning monetary policy
targets and implementations and disclose these to public. In what periods the
reports shall be prepared and the scope and disclosure procedure of the reports
shall be determined by the Bank. In the event of incapability to achieve the
determined targets in due time published or of the occurrence of the possibility
of not achieving them, the Bank shall submit information to the Government
in writing and inform the public disclosing the reasons and the measures to be
taken thereof.
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CHAPTER IV
Request for information
(As amended by Law No. 6111 of February 13, 2011)

Authority to request information, the balance sheets and reports of banks
Article 43 - (As amended by Law No. 4651 of April 25, 2001)

All banks, special finance houses, and other financial institutions deemed
appropriate by the Bank, operating in Tiirkiye shall be obliged to submit their
annual balance sheets and income statements along with the reports of their
boards of directors and that of auditors to the Bank, at the latest within one
month, after their general assembly meetings and the reports of independent
auditing institutions after the date of preparation.

The Bank shall be authorized to request, in accordance with the procedures
and principles that it shall determine, all kinds of information and documents
from the establishments and institutions cited in the first paragraph in order to
be able to perform its duties assigned by this Law and other legislation. The
establishments and institutions indicated in the first paragraph shall be obliged
to submit the information requested within the period specified by the Bank.
The Bank may, when necessary, suspend or restrict the operations authorized
by this Law, of the establishments and institutions cited in the first paragraph,
who fail to provide the required information accurately and in a timely manner
to the Bank.

(As amended by Statutory Decree No. 703 of July 2, 2018) The Bank,
concerning the issues that fall within the scope of its powers and duties, may request
information from establishments and institutions assigned to regulate and supervise
the establishments and institutions referred to in the first paragraph. The Bank may,
when necessary, convey its opinions and observations regarding the establishments
and institutions referred to in the first paragraph, to the Presidency of the Republic,
Banking Regulation and Supervision Agency and to other establishments and
institutions authorized to regulate and supervise the said.

The Bank may, in collecting statistical information, cooperate with public
establishments and institutions, Undersecretariat of Treasury, State Institute of Statistics
and the authorities of other countries entitled to collect statistical information and with
international institutions. The Bank shall be authorized to directly request and collect,
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all statistical information relating to the financial system and other statistical
information that shall be deemed necessary for the surveillance of developments in
the economy and the balance of payments, from banks, other financial institutions
and persons. The ones from whom information is requested shall be obliged to submit
this information accurately in accordance with the procedures and principles to be
determined by the Bank. The Bank shall be authorized to investigate and supervise
the accuracy of this information with the concerned parties, and to request additional
information and documents.

The Bank may publish the statistical information that it deems necessary.
However, the Bank may not publish or disclose the statistical information having a
private and personal nature nor may it submit these to any official authority or private
body other than the Banking Regulation and Supervision Agency. This information
shall not be used for purposes other than those of statistical nature nor as means of
evidence.

Authority to request information from real and legal persons

Article 44 - (The redrafted Article 44 by Law No. 7061 of November 28,
2017, which was repealed by Law No. 6111 of February 13, 2011)

The Bank shall, in order to monitor the operations of real and legal persons
which affect their foreign exchange position, be authorized to request all kinds
of information and documents from real and legal persons that it shall
determine. The procedures and principles, including also the scope, collection
and monitoring methods, supervision of the accuracy and sharing of the
information and documents to be requested and provision of outsourcing
services, shall be determined by the Bank.

In the implementation of this article, the provisions of Article 35 and sub-
paragraph (a) of paragraph (II) of Article 68 of this Law shall also apply to
employees of outsourcing institutions.

PART V
Operations to be performed by the Bank

CHAPTER
Operations with credit institutions
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Acceptance of bills and documents for rediscount and advance
Article 45 - (As amended by Law No. 4651 of April 25, 2001)

(As amended by Law No. 6745 of August 20, 2016) The Bank may, within
the scope of principles that it shall determine, accept commercial bills and
documents to be presented by banks for rediscount, provided that they bear at
least two signatures of solvent persons. The types of commercial bills to be
accepted for rediscount and all other issues shall be stipulated by the Bank. The
maximum amount of loans to be extended in accordance with this article and
their limits as per credit types shall be determined by the Bank by taking
monetary policy principles into consideration.

The Bank may also grant advances against the bills that it may accept for
rediscount.

Medium term rediscount and advance operations
Article 46 - (Repealed by Law No. 4651 of April 25, 2001.)

Maximum amount of bills to be accepted for rediscount or advance
Article 47 - (Repealed by Law No. 4651 of April 25, 2001.)

Advance against bonds
Article 48 - (Repealed by Law No. 4651 of April 25, 2001.)

Discount Committees of the Head Office and of the Branches
Article 49 - (Repealed by Law No. 4651 of April 25, 2001.)

CHAPTER I
Operations with the Treasury and public institutions

Short-term advances to the Treasury
Article 50 - (Repealed by Law No. 4651 of April 25, 2001.)

Credit to public institutions
Article 51 - (Repealed by Law No. 4651 of April 25, 2001.)
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CHAPTER III

Open market operations
Article 52 - (As amended by Law No. 4651 of April 25, 2001)

The Bank may, with an aim to effectively regulate the money supply and the
liquidity in the economy within the framework of monetary policy targets,
conduct open market operations against the Turkish Lira such as outright
purchase and sale of securities, repurchase and reverse repurchase, lending and
borrowing securities and lending and borrowing of the Turkish Lira deposits,
and act as an intermediary in these operations. The open market operations to
be carried out by the Bank and their procedures and principles, and the
instruments bearing high liquidity and low risk levels which shall be subject to
open market operations shall be determined by the Bank.

The Bank, within the scope of open market operations, may issue liquidity
bills whose maturity shall not exceed 91 days, and that shall be tradable in the
secondary markets, for its own account and behalf. However, the matters such
as the prevention of the liquidity bills from being a permanent alternative
investment tool, and the limitation of the issuance of the said bills merely with
the aim to promote the effectiveness of open market operations shall be taken
into consideration. The agreement period of repurchase, reverse repurchase
and the Turkish Lira deposit transactions of the Bank shall not exceed 91 days;
the initiation of the period shall be the value date of the transactions.

The Bank shall be authorized to designate establishments and institutions
related to the operations falling within the scope of this article, from among
banks and intermediary institutions specified in Law No. 2499 on Capital
Markets, by taking the nature of the operation into consideration.

Open market operations shall be conducted only for monetary policy
purposes and shall not be conducted to provide credit to the Treasury, to public
establishments and institutions, or to other establishments and institutions.

CHAPTER IV

Operations on gold and foreign exchange
Article 53 - (As amended by Law No. 4651 of April 25, 2001)
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a) In order to determine the value of the Turkish Lira against foreign
currencies, the Bank may, within the framework of its monetary
policy, execute spot and forward purchase and sale of foreign
exchange and banknotes, and may execute foreign exchange swaps
and other derivatives transactions provided that the conditions thereof
shall be determined beforehand.

b) The Bank shall manage the gold and foreign exchange reserves of the
country consistent with the monetary policy targets and practices. The
Bank may, with this objective and in compliance with the procedures
and principles that it shall determine, perform all kinds of banking
activities in the domestic and international markets covering spot or
forward purchase and sale of gold, foreign exchange, securities and
derivatives products, as well as lending and borrowing operations, by
taking into consideration the safety, liquidity and return priorities
respectively.

Loan limits
Article 54 - (Repealed by Law No. 4651 of April 25, 2001.)

CHAPTER V

Other operations
Article 55 - The Bank may perform banking operations and services to be
determined by the Board.

The Bank shall supervise the operations of interbank clearing houses which
already exist or which shall be established in the future in places where the
branch offices are located.

PART VI

Operations prohibited for the Bank

Article 56 - (As amended by Law No. 4651 of April 25, 2001)

The Bank may not, grant advance and extend credit to the Treasury and to
public establishments and institutions, and may not purchase debt instruments
issued by the Treasury and public establishments and institutions in the
primary market.
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The Bank may not extend credit and grant advance except for the operations
authorized by this Law, and the credit to be extended and the advance to be
granted may not be unsecured or without cover, and in any manner whatsoever
the Bank may not, be a guarantor or provide security except for the transactions
directly related to itself.

PART VII
Accounts and balance sheet of the Bank, bulletin, exceptions,
exemptions and miscellaneous provisions

CHAPTER1

Accounts of the Bank and accounting period of the balance sheet
Article 57 - The accounting period of the Bank shall be the calendar year.

Balance sheet and report
Article 58 - (As amended by Statutory Decree No. 703 of July 2, 2018)

The Bank shall, prior to the meeting of the General Assembly, submit to the
Presidency of the Republic the balance sheet and the income statement along
with the annual report to be prepared as of the end of each calendar year and
shall have the balance sheet published in the Official Gazette.

Provisions and special reserves

Article 59 - Provisions, in the amounts to be deemed appropriate by the
Board, may be set aside from the gross annual profit of the Bank in order to
cover certain risks which may occur in the following years due to the
operations exclusive to the Bank.

Banknotes whose statute of limitations has expired as well as the differences
arising from replacement in accordance with paragraph (b) of Article 37 shall
be included in special reserves.

Allocation of the profit

Article 60 - The annual net profit of the Bank shall be allocated in the
following order:
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a) (Repealed by Law No. 7186 of July 17, 2019.)

b) 6 percent of the nominal value of its share capital to the sharecholders
as the first dividend;

c) (As amended by Law No. 7186 of July 17, 2019) After deducting
the above-stated percentage; a maximum of 5 percent of the
remaining amount to the staff members of the Bank in an amount not
to exceed the sum of two months' of their salaries and 10 percent to
the reserve fund;

d) A second dividend to the shareholders in the ratio of a maximum of 6
percent of the nominal value of its share capital by a decision of the
General Assembly.

The balance shall be transferred to the Treasury after this allocation.

(Added by Law No. 7186 of July 17, 2019.) Accumulated reserve funds,
excluding the reserve fund set aside from the profit of last year, may be
allocated by being added to the profit every year.

Valuation differences
Article 61 - (As amended by Law No. 6009 of July 23, 2010)

The valuation differences, arising from the valuation of foreign exchange
and banknotes, other assets and obligations in terms of foreign currency, and
gold in the assets and liabilities of the Bank due to changes in the value of
Turkish currency against foreign currencies and changes in the price of gold in
international markets, shall be monitored in a separate account.

Unrealized valuation differences accrued in favor of the Bank as the result
of the valuation of foreign exchange and banknotes, and other assets and
obligations in terms of foreign currency, and gold in the assets and liabilities of
the Bank due to changes in the value of Turkish currency against foreign
currencies and changes in the price of gold in international markets, shall not
be included in the profit of the valuation period and not be recognized as
income in corporate tax assessment. Unrealized valuation differences accrued
against the Bank, on the other hand, shall not be deducted from the profit of the
valuation period and not be recognized as expense in corporate tax assessment.

The provision of Article 280 of Tax Procedure Law No. 213 shall not apply
to the valuation to be made under this article.

Liquidation
Article 62 - In the event of liquidation of the Bank, the principles applicable
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to the liquidation shall be laid down by a law. The value of the shares shall
firstly be paid out from the net assets originating from the liquidation. Of the
amount remaining after the payment of the shares at par, 80 percent shall be
paid to the Government, and 20 percent to the shareholders.

CHAPTER 11

Bank bulletin

Article 63 - The Bank shall issue a bulletin briefly showing the statement of
account as of the end of each week and shall also publish it in the Official
Gazette.

The Bulletin shall contain the cash balance, gold holdings, foreign exchange
position, the aggregate of the domestic bills to be paid, the Bank's deposits in
foreign countries, and other claims on one hand; and the capital of the Bank,
its reserves, the amount of banknotes in circulation, the deposits with the Bank,
and other debts on the other hand; as well as the current rediscount, discount
and interest rates applicable to the Bank's operations.

This bulletin shall be sent to the institutions to be deemed necessary and to
foreign central banks.

CHAPTER III
Exemptions, exceptions and miscellaneous provisions

Exemption from taxes, duties and charges

Article 64 - The capital of the Bank, its reserves, profits accrued in respect
of class (A) shares as well as gold bullion or gold coins to be imported by the
Bank; the imports to be effected for the Banknote Printing Works and its
installations shall be exempt from all kinds of taxes, duties and charges.’

The Bank shall be exempt from stamp duty as well as from duties and charges
of any kind to be paid in connection with all the documents, announcements and
other similar items associated with its own banking operations.

3 Provisions pertaining to all kinds of tax, duty and charge exemption applicable to im-

portation are repealed by Article 1 of Law on the Repeal of Customs Exemptions Gran-
ted by Certain Laws No. 3283 dated May 6, 1986.
However, by the Decree of the Council of Ministers No. 95/7536 which is issued in ac-
cordance with Article 2 of the same Law and published in the Official Gazette No.
22513 dated January 4, 1996, it is so decided that any machine, equipment and supply
to be imported by the Banknote Printing Works so as to be utilized in the production of
banknotes and negotiable instruments shall be exempted from customs duty and Hous-
ing Development Fund.
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Tariffs applicable to the transportation of valuables

Article 65 - Weight-based freight tariffs shall apply to the transportation of
all kinds of gold coins, gold bullion and the Turkish Lira banknotes, as well as
bonds, bills and foreign banknotes belonging to the Bank by the vehicles of
Tiirk Hava Yollar1 A.O., Tiirkiye Cumhuriyeti Devlet Demir Yollar1 Isletmesi,
Denizcilik Bankasi T.A.O. and D.B. Deniz Nakliyat: T.A.S..

Nature of the books and records of the Bank

Article 66 - All kinds of documents, records, books and bills of the Bank and
the statements of account based thereupon shall be considered official
documents.

Domicile of the debtor

Article 67 - The address given by the debtors or by their guarantors during
the conduct of a transaction with the Bank shall be considered their legal
domicile. Subsequent changes shall not alter the jurisdiction of the court or
enforcement power.

Penal provisions
Article 68 - (As amended by Law No. 5728 of January 23, 2008)

I-a) Any officer or relevant person of banks and of other financial
establishments and institutions, who does not comply with the regulations set
forth by the Bank within the framework of the powers granted to it through the
fourth paragraph of Article 4 and Article 52 on open market operations, of this
Law, and who fails to establish in due time or who establishes deficiently the
ratios fixed for reserve requirements and liquidity requirement pursuant to
paragraph (II) of Article 40 of this Law, shall be sentenced to a judicial fine of
two hundred to four hundred days.

b) (As amended by Law No. 6111 of February 13, 2011) Any officer
or relevant person of banks and of other financial establishments and
institutions, who fails to furnish the documents and information specified in the
first and second paragraphs of Article 43 of this Law, or who provides
inaccurate information and documents, or who obstructs the audit set forth in
the fourth paragraph of Article 4 of this Law, shall be sentenced to a penalty of
imprisonment for a term of one to three years and a judicial fine of four
hundred to eight hundred days.

The commencement of an investigation and prosecution in connection with
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the offences described in this paragraph shall be subject to the filing of a
petition by the Banking Regulation and Supervision Agency with the Office of
the Chief Public Prosecutor either upon the request of the Bank or after
obtaining the Bank's opinion. In this case, the provisions of Article 162 of the
Banking Law shall apply.

Il - a) Any staff member of the Bank who violates the first and second
paragraphs of Article 35 of this Law shall be sentenced to a penalty of
imprisonment for a term of one to three years and a judicial fine which shall
not be less than hundred days.

Any staff member of the Bank who discloses confidential information in
order to obtain benefits for himself or other persons shall be sentenced to a
penalty of imprisonment for three to five years and a judicial fine of one
thousand to ten thousand days.

b) Any staff member of the Bank who embezzles, for the benefit of
himself or another, the money, or the documents or bills which substitute for
money, or other goods, which he is obliged to keep and supervise or possession
of which is delivered to him by reason of his office, shall be punished with a penalty
of imprisonment for six to twelve years and a judicial fine of up to five thousand days
and also be sentenced to indemnify the damage incurred by the Bank.

Where the offence is committed by conducting fraudulent acts to ensure that
the embezzlement shall not be discovered, the offender shall be sentenced to a
penalty of imprisonment which shall not be less than twelve years and a judicial
fine of up to twenty thousand days; however, the amount of the judicial fine shall
not be less than three times the damage incurred by the Bank. Furthermore, if the
damage occurred has not been indemnified, the court shall, on its own initiative,
render a judgment for the payment.

In the event that the money, or the documents or bills that substitute for money,
or other goods, which are embezzled, are returned in their original state or the
damage incurred is totally indemnified, prior to the initiation of the investigation,
two thirds of the penalty to be imposed shall be reduced.

If, prior to the commencement of the prosecution, the embezzled money, or
such documents or bills that substitute for money, or other goods, are voluntarily
returned in their original state or the damage incurred is totally indemnified, the
penalty to be imposed shall be reduced by one half. In case this happens before
the judgment is rendered, the penalty to be imposed shall be reduced by one third.

Where the value of the money, or of the documents or bills that substitute for
money, or of other goods, which are the subject matter of the offence of
embezzlement, is minimal, the penalty to be imposed shall be reduced by one
third to one half.
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(As amended by Statutory Decree No. 703 of July 2, 2018) The
commencement of an investigation and prosecution, against the Bank personnel
in connection with the offences described in this paragraph and their actions
during the performance of their duties specified in the Law, shall be subject to the
filing of a petition by the Board with the Office of the Chief Public Prosecutor,
and the commencement of an investigation and prosecution against other staff
members of the Bank who are in office by appointment and election shall be
subject to the filing of a petition by the President of the Republic with the Office
of the Chief Public Prosecutor.

Il - a) Anyone who intentionally takes an action which may tarnish the
reputation or damage the credibility or assets of the Bank or who disseminates
and publishes false information to that effect shall be sentenced to a penalty of
imprisonment for one to two years and a judicial fine which shall not be less
than hundred days.

b) Any real person or any responsible person of a legal entity, who fails
to furnish the documents and information in the fourth paragraph of Article 43
of this Law accurately in accordance with the procedures and principles
specified, shall be sentenced to a judicial fine of thirty to sixty days.

The commencement of an investigation and prosecution in connection with
the offences described in this paragraph shall be subject to the filing of a
petition by the Office of the Governor with the Office of the Chief Public
Prosecutor.

IV - (Added by Law No. 7061 of November 28, 2017.) Any real person or
any officer or relevant person of a legal entity, who fails to furnish, who
furnishes inaccurately or who furnishes inconsistently with the determined
procedures and principles, the information and documents requested by the
Bank pursuant to Article 44 of this Law, shall be sentenced to a judicial fine of
one thousand to two thousand days.

Supplementary Article - (Added by Law No. 3098 of December 6, 1984.)
The terms "Minister of Finance" and "Ministry of Finance" referred to in
Law on the Central Bank of the Republic of Tiirkiye No. 1211 of January 14,

1970 are amended to read as "Prime Minister" and "Prime Ministry"
respectively.

Provisional Article 1 - The Board of Directors of the Bank shall be
transformed into Board as of the effective date of this Law; the duties of the
members shall continue until the end of their respective terms of office. The
duties of the member of the Board of Directors representing the personnel shall
terminate on the effective date of this Law.
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THE LAW ON THE CENTRAL BANK OF THE REPUBLIC OF TURKIYE

Provisional Article 2 - As of the effective date of this Law, the General
Director of the Bank shall be designated as "Governor" and the Assistant
General Directors of the Bank as "Vice Governors", and their duties shall
continue until the end of their respective terms of office.

Provisional Article 3 - Those who are auditors on the effective date of this
Law shall continue to perform their duties as members of the Audit Committee
until the end of their terms of office.

Provisional Article 4 - The duties of other persons employed in the Bank on
the effective date of this Law shall continue.

Provisional Article 5 - Treasury bills held in the portfolio of the Bank on
the effective date of this Law shall be liquidated in accordance with the
principles and conditions to be determined by the Ministry of Finance and the
Bank; and the advance account which has been extended to T. Emlak Kredi
Bankasi against Treasury guaranteed bonds shall be liquidated in accordance
with the principles and conditions to be determined by the Ministry of Finance,
the Bank and the institution concerned.

Provisional Article 6 - The banknotes issued in accordance with the Law
No. 1715 and which circulate on the effective date of this Law shall remain in
circulation under the provisions of this Law until they are replaced by a new
issue.

Provisional Article 7 - All the decisions taken by the Committee for the
Regulation of Bank Credits shall continue to be valid after the effective date of
this Law unless otherwise decided by the Bank.

Provisional Article 8 - The aggregate of the shares corresponding to the TL
10 million increase in the capital which was raised from TL 15 million to TL 25
million in accordance with Article 5 of this Law, shall be allocated to class (A).

The amount corresponding to the TL 10 million shares in question shall be
covered all at once from the available provisions with the Bank until the first
meeting of the General Assembly after the effective date of this Law.

Provisional Article 9* - (Added by Law No. 3985 of April 21, 1994.)

The amounts accumulated as to 1994 and the previous periods in the
advance account specified in Article 50 and the amounts to be utilized between
1995 and 1998 shall be liquidated in accordance with the principles to be
determined between the Prime Ministry and the Bank.

4 In accordance with Article 6 of Law No. 3985 dated April 21, 1994, the effective date
of this Article is set forth as January 1, 1995.
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Provisional Article 10 - (Added by Law No. 6111 of February 13, 2011.)

According to the result of the oral examination-interview held between
25/8/2009 and 28/8/2009, the rights relating to the result of the examination, of
the assistant specialists appointed to the Central Bank of the Republic of
Tiirkiye whose employment has been terminated without their request, shall be
reserved. The education and the apprenticeship of these nominees shall
continue from where they stopped. With a view to benefit from the provisions
of'this Article, it shall be required to apply to the Bank within ten working days
as of the effective date of this Article.

Provisional Article 11 - (Added by Law No. 6456 of April 3, 2013.)

Audit Committee members who are on duty on the effective date of this
Article shall continue to perform their duties until the end of their terms of
office.

Provisional Article 12 - (Added by Law No. 7186 of July 17, 2019.)

All of the reserve funds which are set aside until the effective date of this
article, and all of the accumulated extraordinary reserve funds excluding its
part set aside from the profit of last year, shall be transferred to the Treasury
without seeking the decision of the General Assembly.

Laws repealed

Article 69 - Law on the Replacement of Banknotes by Their Reserves No.
1514 0f2.6.1929, and Law on the Central Bank of the Republic of Tiirkiye No.
1715 of 11.6.1930, together with the Laws, which amend or are annexed to this
Law, No. 3133 0 12.2.1937; No. 4431 0f 12.6.1943; No. 5167 0f 4.2.1948; No.
5256 of 8.7.1948; No. 5377 of 2.5.1949; No. 6544 of 27.4.1955; No. 6571 of
18.5.1955; No. 6758 0f25.6.1956; No. 260 0f 24.2.1961; No. 142 of 3.1.1963;
No. 583 0f21.4.1965 and Articles 33 and 47 of Banks Act No. 7129; paragraph
2 of Article 9, as amended by Law No. 302, of Law No. 2279 on Loans, are
repealed.
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(Added by Law No. 6111 of February 13, 2011.) The provision of sub-
paragraph (c) of Article 14 of Law No. 3624 dated 12/4/1990 on the
Establishment of the Small and Medium- sized Industry Development
Organization shall not apply to the Bank.’

The third paragraph of Article 4 of Law No. 468° of May 12, 1964 is
amended to read as follows:

"The Central Bank of the Republic of Tiirkiye shall not be deemed as Public
Economic Enterprise and shall not be subject to the audit set forth by this Law.
Auditing of this Bank by the Grand National Assembly of Tiirkiye shall be
conducted through the examination of the national budget as referenced in
Article 94 of the Constitution."

The final paragraph of Article 4 of Law No. 468 dated May 12, 1964 is
amended to read as follows:

"The administrations, institutions and public professional organizations
stated in paragraphs 1 and 2 shall be deemed as public corporate bodies for the
purposes of paragraph 1."

Provisions of current laws in force which do not comply with this Law shall
not apply to the Bank.

Effective date
Article 70 - This Law shall become effective on the date of its publication.

Enforcement
Article 71 - The Council of Ministers shall be entrusted with the
enforcement of this Law.

5 In accordance with sub-paragraph (1) of first paragraph of Article 215 of Law No. 6111
dated February 13, 2011, the effective date of this paragraph is set forth as January 1,
2012.

¢ Law No. 468 dated May 12, 1964 is repealed by Law on the Audit of State-Owned
Economic Enterprises and Funds by the Turkish Grand National Assembly No. 3346
of April 2, 1987. See Article 2 of Law No. 3346.
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Articles of Law No. 4651 of April 25, 2001, which may
not be inserted to this Law, are as follows:

Provisional Article 1 - The provision pertaining to the terms of office
stipulated in Article 29 of Law No. 1211 which is amended by Article 5 of this
Law shall not be applicable to the Vice Governors who shall be in office on the
effective date of this Law.

Provisional Article 2 - The amounts accumulated at the advance account
described in Article 50 of Law No. 1211 which is repealed by Article 16 of this
Law shall be liquidated in accordance with the principles determined by the
Bank and the Treasury; credits extended to public establishments and
institutions pursuant to Article 51 shall be liquidated to be paid back in
compliance with the extension procedures.

The Bank may purchase debt instruments issued by the Treasury in the
primary market as well for a period of six months beginning from the effective
date of this Law.

The Article of Law No. 6009 of July 23, 2010, which may
not be inserted into this Law, is as follows:

Provisional Article 2 - The provision of Article 61, as amended by this Law,
of Law No. 1211 on the Central Bank of the Republic of Tiirkiye, shall also
apply to the unrealized valuation differences accrued in favor of and against the
Bank as the result of valuation made from 5/5/2001 to the effective date of this
Law, on the foreign exchange and banknotes, other assets and obligations in
terms of foreign currency, and gold which are in the assets and liabilities of the
Bank, due to changes in the value of the Turkish currency against foreign
currencies and changes in the price of gold in international markets.
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19.  Powers of Minister in respect of coins

20. Bank exempt from tax on banknotes

21.  Share capital of Bank

22.  Restriction of right to hold or acquire shares in Bank

23.  Votes

24.  Allocation of surplus

25.  Statutory price of gold and Gold Price Adjustment Account

26. Foreign Exchange Adjustment Account

27.  Forward Exchange Contracts Adjustment Account

28.  Gold and Foreign Exchange Contingency Reserve Account

29.  Returns in connection with and auditing of certain accounts

30. Audit and inspection

31.  Report by Governor
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33.  Preservation of secrecy
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35.  Rules by Board

36. Regulations
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or regulations by Bank
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SOUTH AFRICAN RESERVE BANK
ACT, 1989

No. and Year of Law: Act No.90 of 1989

Notice Date: 14 June 1989 [GoN 1203/ GG 11942/19890614]

Commencement Date: 1 August 1989 [Proc.128/GG 12009/19890710]

as amended by:

Transfer of Powers and Duties of the State President Act 51 of 1991 [wef 29 April 1991]

Safe Deposit of Securities Act 85 of 1992 [wef 14 May 1993]

South African Reserve Bank Amendment Act 10 of 1993 [wef 10 March 1993]

General Law Third Amendment Act 129 of 1993 [wef 1 September 1993]

South African Reserve Bank Amendment Act 2 of 1996 [wef 15 March 1996]

South African Reserve Bank Amendment Act 39 of 1997 [wef 3 October 1997]

South African Reserve Bank Amendment Act 57 of 2000 [wef 6 December 2000]

Exchange Control Amnesty and Amendment of Taxation Laws Act 12 0of 2003 [wef 31 May 2003]
South African Reserve Bank Amendment Act 4 of 2010 [wef 13 September 2010]

Financial Services Laws General Amendment Act 45 of 2013 [wef 28 February 2014]
Financial Sector Regulation Act 9 of 2017 [wef 1 April 2018]

Financial Sector Laws Amendment Act 23 of 2021 [wef 1 June 2023]

South African Reserve Bank Notice 6289 of 2025 [wef 6 June 2025] (Substitution of Schedule 2 )

ACT

To consolidate the laws relating to the South African Reserve
Bank and the monetary system of the Republic; and to provide
for matters connected therewith.

(Afrikaans text signed by the State President.)
(Assented to 1 June 1989.)

BE IT ENACTED by the State President and the Parliament of the Republic of
South Africa, as follows: —

Definitions

1. Inthis Act, unless the context otherwise indicates—
"associate", in relation to a shareholder—
(a) if the shareholder is a natural person, means—
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SOUTH AFRICAN RESERVE BANK ACT, 1989

(i) aclose relative of the shareholder; or

(ii) any person who has entered into an agreement or arrangement
with the shareholder, relating to the acquisition, holding or
disposal of, or the exercising of voting rights in respect of,

shares of the Bank;
(b) if the shareholder is a juristic person—

(i) which is a company, means any subsidiary or holding company
of that company, any other subsidiary of that holding company
and any other company of which that holding company is a

subsidiary;

(ii) which is a close corporation registered under the Close
Corporations Act, 1984 (Act No.69 of 1984), means any
member thereof as defined in section 1 of that Act;

(iii) which is not a company or a close corporation as contemplated
in this paragraph, means another juristic person which would
have been a subsidiary of the first-mentioned juristic person—

(aa) had such first-mentioned juristic person been a company; or

(bb) in the case where that other juristic person, too, is not a
company, had both the first-mentioned juristic person and
that other juristic person been a company;

(iv) means any person in accordance with whose directions or
instructions the board of directors of or, in the case where the
juristic person is not a company, the governing body of the
juristic person is accustomed to act; and

(c) inrespect of all shareholders, being either natural or legal persons—

(i) means any juristic person of which the board of directors or, in
the case where such juristic person is not a company, of which
the governing body is accustomed to act in accordance with
the directions or instructions of the shareholder; and

(ii) includes any trust controlled or administered by the shareholder;

"Bank" means the South African Reserve Bank established by section 9

of the Currency and Banking Act;

"bank" means a bank as defined in section 1 (1) of the Banks Act, 1990
(Act No0.94 of 1990), and, for the purposes of section 10A, includes a

mutual bank;
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"banking institution" (Deleted)

"Board" means the board of directors referred to in section 4 (1);

"building society" (Deleted)
"close relative", in relation to a shareholder, means—

(a) a spouse, including a domestic or life partner or a party to any
recognised union in terms of custom or the tenets of any religion—

(i) ofthe shareholder; or

(ii) of a person mentioned in paragraph (b) below; and

(b) achild, sibling, step-child, parent or step-parent of the shareholder;
"Currency and Banking Act" means the Currency and Banking Act, 1920

(Act No.31 of 1920);

"Department of Finance" includes the Minister or any officer in the
Department of Finance authorized by the Minister to perform any

function assigned to that Department in this Act;

"Deputy Governor" means a person appointed under section 4 or 6 (1) (a)

as a Deputy Governor of the Bank;

"elected director" means a member of the Board elected by shareholders;
"employee of Government" means any person who is employed by or
works for Government and who either receives or is entitled to receive a
salary in respect of such employment or work, or derives the major part

of his or her income from such employment or work;
"financial instrument" means—

(a) any security as referred to in the definition of "securities" in section
1 of the Stock Exchanges Control Act, 1985 (Act No.1 of 1985);

(b) any financial instrument as defined in section 1 of the Financial
Markets Control Act, 1989 (Act No.55 of 1989), irrespective, in
the case of such instrument that is an instrument creating or
acknowledging indebtedness, of the term for which it has been issued;

(c) any right or other benefit in respect of or accruing to a security
referred to in paragraph (a) or a financial instrument referred to in

paragraph (b); and

(d) any other instrument, right or benefit declared by the Minister by
notice in the Gazette to be a financial instrument for the purposes of

section 10 (1) (h);
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"Government" means the national, provincial and local spheres of
government in the Republic, as envisaged in section 40 (1) of the
Constitution of the Republic of South Africa, 1996;

"Government representative” means a member of the Board appointed
under section 4 or 6 (1) (a), but does not include the Governor or a Deputy
Governor;

"Governor" means the person appointed under section 4 or 6 (1) (a) as the
Governor of the Bank;

"Minister" means the Minister of Finance;

"mutual bank" means a mutual bank as defined in section 1 (1) of the
Mutual Banks Act, 1993 (Act No.124 of 1993);

"NEDLAC" means the National Economic, Development and Labour
Council, established in terms of section 2 of the National Economic,
Development and Labour Council Act, 1994 (Act No.35 of 1994);
"mutual building society" (Deleted)

"Panel" means a panel as referred to in section 4 (1C);

"prescribed" means prescribed by regulation;

"Republic" (Deleted)

"shareholder" means any holder of shares in the Bank;

"shareholders' representative" (Deleted)

"special drawing right" means a unit of an international reserve asset provided
for in the Articles of Agreement of the International Monetary Fund;
"territory" (Deleted)

"Treasury" includes the Minister or any officer in the Department of
Finance authorized by the Minister to perform any function assigned to
the Treasury in this Act.
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(2) In addition, the Bank is responsible for protecting and maintaining
financial stability as envisaged in the Financial Sector Regulation
Act, 2017.

Board of directors
4. (1) The Bank shall have a board of fifteen directors, consisting of—
(a) aGovernor and three Deputy Governors (of whom one shall be
designated by the President of the Republic as Senior Deputy
Governor) who shall be appointed by the President of the
Republic, after consultation with the Minister and the Board,
as well as four other directors appointed by the President, after
consultation with the Minister; and
(b) seven directors elected by the shareholders from candidates
confirmed by the Panel.

(1A) Any shareholder, current director of the Bank or any member of the
general public may nominate persons to serve as elected directors of
the Bank in the manner as may be prescribed.

(1B) Nominations in terms of subsection (1A) must be made in writing to
the Panel and shall include a comprehensive curriculum vitae of the
person nominated as well as a motivation for his or her nomination, and
be submitted at least three calendar months before the ordinary general
meeting of shareholders at which directors are due for election.

(1C) A Panel shall be—

(a) established by the Governor at least three months before; and
(b) convened by the Governor at least two months before,

the relevant ordinary general meeting of shareholders at which an
election of directors is due to take place.

(1D) The Panel shall comprise of—

(a) the Governor as chairperson;

(b) a retired judge and one other person, both nominated by the
Minister; and

(c) three persons nominated by NEDLAC.

(1E) The members of the Panel referred to in subsection (1D) (b) and
(c) shall be appointed by the Governor from time to time.

(1F) In the performance by the Panel of the functions described under
subsection (1G)—

(a) the Governor shall have a deliberative vote and, in the event of
an equality of votes, a casting vote; and

— 158 —

2EE
4 %

EIE S SRRRES

Q) *Fx st (2017 £ 4MEL i, T2
ZBF o FREaEEBE T

(D) AFEDEE - EWE 154 > HaddeT —
(a) d WA pINEZ DT 1 T HRRN
1A’&:‘J‘“‘%“3/\ (¥h 8?14 EF
FaRlBF) I EGInE s o T H
BmE 44 ;3
b)d midf 2P 2R e igEAYFER
WET A o
(4) % d ~ AFRERES 2 RT3 20 50
BEipEmEs LE o
(B) $ (1A)E 2 4§ > Bt o 9P Ak J§ 4 2
ZHEREAEHER N BRLY fiEE
WEIA3EI AR/ IR
(I0) e B> 2 Bk ¥ ¢FE™E 2 —
@13k HE2FP 2
b))z 2®IwHz iR

(b)d #MEH 2iTkEFT 1IAZHB A4 ]
3
() MpSHFREFFLFL ¢/ 34 o
(IE) % (1D)3E % (b)# 2 ¥ ()&% %4 2= F
PR EEERL o
) 1 eizs(16)FRTeFFPF—

(@) W33 24 "N HLREVIREK
P Bt 2

— 159 —



SOUTH AFRICAN RESERVE BANK ACT, 1989

(b) a quorum shall comprise of the Governor and three other
members of the Panel.
(1G) Subject to subsection (1F) (b), the Panel shall consider all
nominations duly received in a manner as may be prescribed, and—
(a) inrespect of each candidate—
(i) verify eligibility in terms of this Act and recognised
central banking standards; and
(ii) determine, in its discretion, whether the candidate is fit
and proper to serve as a director of the Bank in terms of
this Act;

(b) subject to subsection (1H), compile a list of all the candidates
confirmed as suitable for possible election to the Board; and

(c) cause a copy of the list of candidates to be sent to shareholders
no later than 30 days before the date of the relevant ordinary
general meeting of shareholders.

(1H) If| in relation to any vacancy on the Board to be filled, more than
three nominees meet the criteria listed in subsection (1G) (a), only
the three candidates deemed most suitable by the Panel in relation
to the vacancy, shall be confirmed.

(2) (a) The Governor shall be a person of tested banking experience.

(aA) Each director of the Bank shall be a fit and proper person with
appropriate skills and experience, who shall at all relevant
times—

(i) act bona fide for the benefit of and in the interest of the
Bank;

(ii) avoid any conflict of interest between his or her interests
and the interests of the Bank;

(iii) possess and maintain the knowledge and skill that may
reasonably be expected of a person holding the same
appointment and carrying out the same functions as are
carried out by the director in question in relation to the
Bank; and

(iv) exercise such care in the carrying out of his or her functions
in relation to the Bank as may be reasonably expected of a
diligent person holding the same appointment under similar
circumstances and who possesses both the knowledge and
skill mentioned in subparagraph (iii), and any such additional
knowledge and skill as the director in question may have.
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3)

4)

(b)

(Deleted)

Of the directors elected by the shareholders—

(@

(b)
©
(d)
(e)

two shall be persons with knowledge and skill in commerce or
finance;

one shall be a person with knowledge and skill in agriculture;
two shall be persons with knowledge and skill in industry;
one shall be a person with knowledge and skill in labour; and
one shall be a person with knowledge and skill in mining.

No person shall be appointed or elected as or remain a director, if
that person—

(a)
(b)

is not resident in the Republic; or
is a director, officer or employee of a bank, bank controlling
company, mutual bank, or cooperative bank; or

(bA) is a Minister or a Deputy Minister in the Government of the

(©)

(d)
(e)

¢

(2

(h)

Republic; or

is a member of Parliament, a provincial legislature or a
Municipal Council; or

is an unrehabilitated insolvent; or

was dismissed from a position of trust as a result of his or her
misconduct or has been disqualified or suspended from practising
any profession on the grounds of his or her professional
misconduct; or

was convicted of an offence listed in Part 1 or 2 of Schedule 1 to
the Criminal Procedure Act, 1977 (ActNo.51 of 1977), an offence
under this Act, the Prevention and Combating of Corrupt
Activities Act, 2004 (Act No.12 of 2004), the Prevention of
Organised Crime Act, 1998 (Act No.121 of 1998), the Prevention
of Counterfeiting of Currency Act, 1965 (Act No.16 of 1965),
perjury, or any other offence involving an element of dishonesty
in respect of which he or she has been sentenced to imprisonment
without the option of a fine or to a fine exceeding R1 000; or

is mentally or physically incapable of performing the duties of
a director; or

is contractually incapacitated; or
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(i) 1is an employee of Government.

(5) The tenure of a director shall, unless otherwise indicated or agreed
by the Board, automatically terminate forthwith—

(a) if the director gives notice in writing to the secretary of the
Bank of his or her resignation as a director;

(b) if the director, without reasonable cause, absents himself or
herself from three consecutive meetings of the Board without
leave of absence granted by the chairperson: Provided that the
chairperson may not grant leave of absence from more than
three consecutive meetings of the Board;

(c) if the director fails to declare to the Bank any direct or indirect
interest in any agreement or proposed agreement with the Bank;

(d) if the director unlawfully discloses to any person any
information described in section 33 of this Act; or

(e) if the director is disqualified on the grounds described in
subsection (4).

Functions and powers of Board
4A. (1) The Board shall be responsible for the corporate governance of the
Bank by—
(a) ensuring compliance with principles of good corporate
governance;
(b) adopting rules and determining policies for the sound
accounting, administration and functioning of the Bank;
(c) approving the—

(i) budget of the Bank;

(ii) annual reports and financial statements of the Bank
required for submission to the meeting of shareholders,
the Minister and Parliament;

(iii) appointment or the termination of service of a secretary
and an assistant secretary of the Bank;

(iv) general remuneration policy of the Bank; and

(v) allocation of funds to the retirement fund of the Bank for
purposes of making good any actuarial shortfall as well as
the appointment of any employees' trustee in respect of
such fund;

(d) authorising—

(i) any actions and procedures by the Bank as contemplated

in sections 10 (1) (c) (ii), (d), (u) and 24;
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(ii) the establishment or closing of any branch of the Bank
within or outside the Republic; and

(iii) the acquisition of any building or the causing of any
building to be erected by the Bank;

(e) making recommendations to the Minister in respect of regulations
as contemplated under section 36 and in connection with any
possible liquidation of the Bank in terms of section 38; and

(f) performing any other function specifically assigned to the
Board in terms of this Act.

(2) All other powers and duties of the Bank under this Act shall vest in
and be exercised by the Governor and Deputy Governors.

Tenure and conditions of office of directors
5. (1) The terms of office of directors of the Bank shall be as follows:

(a) The Governor and Deputy Governors shall hold office for a
period of five years: Provided that the President of the Republic
may, after consultation with the Minister and the Board, on any
re-appointment of a Governor or Deputy Governor at the end of
his or her term of office, appoint such officer for a term not
exceeding five years.

(b) The directors who are Government representatives shall hold
office for a period of three years.

(c) Elected directors shall hold office for a period commencing on the
first day after the date of their election as such at an ordinary general
meeting of shareholders held during a specific calendar year and
terminating on the date of the ordinary general meeting of the
shareholders held during the third calendar year following upon the
ordinary general meeting at which the director was elected.

(1A)(Deleted)

(1B) (Deleted)

(2) A director shall be eligible for re-appointment or re-election, as the
case may be, after expiration of his or her term of office: Provided that
in the case of an elected director, such person has been confirmed by
the Panel as a candidate as contemplated in this Act.

(3) Directors (including the Governor and Deputy Governors) shall
hold office upon such conditions as to remuneration (including
allowances) as may be determined by the Board, and upon such
other conditions as may be prescribed by regulation.
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(4) The Governor and the Deputy Governors shall devote the whole of their
time to the business of the Bank: Provided that the provisions of this
subsection shall not be construed as prohibiting the Governor or a Deputy
Governor from accepting or holding any office to which he may be
appointed by or with the approval of the State President or the Minister.

Casual vacancies
6. (1) A casual vacancy on the Board shall be filled—

(a) in the case of the Governor or a Deputy Governor through
the appointment by the President of the Republic of another
person, after consultation with the Minister and the Board, in
an acting capacity for a temporary period until such time as the
position is filled in accordance with the applicable provisions
of section 5;

(aA)in the case of a Government representative, through the
appointment by the President of the Republic, after consultation
with the Minister, of another person; and

(b) in the case of an elected director, by the election by the
shareholders at an ordinary general meeting of shareholders of a
person, confirmed by the Panel as a candidate as contemplated
in this Act, in the place of the director whose office has become
vacant, or by the appointment by the Board, subject to his or
her subsequent election by shareholders at the next ordinary
general meeting of the shareholders, of a person confirmed by
the Panel as a person suitable for possible election to the Board.

(2) Any person appointed or elected under subsection (1) shall hold
office—

(a) inthe case of a person temporarily acting as Governor or Deputy
Governor, for such a term, but not exceeding five years, as the
President of the Republic, after consultation with the Minister
and the Board, may determine; and

(b) in the case of any other director, in accordance with the
applicable provisions of section 5: Provided that the term of
office of a director appointed by the Board, and who is not
subsequently elected by shareholders at the next ordinary
general meeting of shareholders, shall expire on the day of
such ordinary general meeting.
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Procedure and quorum

7.

(1) The Governor shall preside at the meetings of the Board, and in his
absence from any meeting, the Deputy Governor designated by the
Governor shall preside: Provided that the Minister may designate
any other director to act as chairman of the Board during the
Minister's pleasure and that such director shall in that capacity
preside at such meetings as he may be present at.

(2) Ifthe other director who is by virtue of the proviso to subsection (1)
required to preside at a meeting of the Board is absent from that
meeting, the Governor or, in his absence, a Deputy Governor
designated by him, shall preside at that meeting, and if the said other
director as well as the Governor and the said designated Deputy
Governor are absent from that meeting, the directors who are present
may elect one of their number to preside at that meeting.

(3) The quorum for a meeting of the Board shall be seven directors.

(4) The decision of the majority of directors present at any meeting shall
constitute the decision of the Board.

(5) The person presiding at any meeting shall have a deliberative vote
and, in addition, in the event of an equality of votes, a casting vote.

Delegation of powers

8.

(1) The Board may from time to time delegate to the Governor or any
Deputy Governor or any officer of the Bank any of its powers for
such period and purposes and subject to such terms, conditions or
restrictions as it may deem fit.

(2) The Governor or any Deputy Governor may delegate the exercise of
any power delegated to him or her by the Board under subsection (1)
or any of his or her original powers, to a Deputy Governor or an officer
of the Bank for a particular period or purpose, and any power the
exercise of which has been so delegated, shall be exercised subject to
the same terms, conditions or restrictions imposed by the Board when
delegating the power to the Governor or Deputy Governor or, in the
case of original powers of the Governor or Deputy Governor, on such
terms, conditions or restrictions as he or she may determine.
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Validity of Board's decisions and acts
9.  No decision or act of the Board or act performed under the authority of
the Board shall be invalid by reason only of the fact that—
(a) the Board did not consist of the full number of directors prescribed
in section 4 (1); or
(b) a disqualified person or a person with respect to whose election as
director the provisions of the regulations had not been observed, sat
or acted as a director,
at the time when the decision was taken or the act was performed or
authorized, provided, in the case where such disqualified or invalidly
elected person sat or acted as a director, the directors who were present at
the time and who were in fact entitled to sit or act as directors constituted
a quorum, and a majority of the last-mentioned directors voted in favour
of the decision taken or the act performed or authorized.

Powers and duties of Bank
10. (1) The Bank may, subject to the provisions of section 13—

(a) (i) make banknotes or cause banknotes to be made;

(ii) coin coins or cause coins to be coined;

(iii) issue banknotes and coins, or cause banknotes and coins to
be issued, for use in the Republic;

(iv) make, or cause to be made, banknotes to be issued for use in
another State, and coin, or cause to be coined, coins to be so
issued; and

(v) destroy banknotes and coins or cause them to be destroyed;

(b) with the object of making banknotes or coining coins, and with

any object incidental thereto, form companies in accordance with

the provisions of the Companies Act, 1973 (Act No.61 of 1973),

and take up shares in such companies;

(¢) (i) perform such functions, implement such rules and procedures
and, in general, take such steps as may be necessary to
establish, conduct, monitor, regulate and supervise payment,
clearing or settlement systems;

(ii) form, or take up shares or acquire an interest in, any
company or other juristic person that provides—
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(d

(e)

®

(aa) a service for the purpose of or associated with; or
(bb) any facility for or associated with,

the utilization of any such payment, clearing or settlement
systems;

(iii) perform the functions assigned to the Bank by or under any law
for the regulation of such payment, clearing or settlement
systems; and

(iv) participate in any such payment, clearing or settlement
systems;

form a company or acquire shares in a company formed and

regitered in accordance with the provisions of the Companies Act,

2008—

(i) forthe purposes of the performance of its resolution functions
in terms of the Financial Sector Regulation Act, 2017 (Act
No.9 0of 2017); or

(ii) ifthe Board is of the opinion that any such acquisition will be
conducive to the attainment of any of the objects of this Act;

accept money on deposit, allow interest on any deposit or on a

portion of a deposit and collect money for other persons;

grant loans and advances: Provided that unsecured loans and

advances may be granted only in the following cases, namely—

(i) an unsecured loan to the Government of the Republic or to a
company referred to in paragraph (b) or, with the approval of
the Board, to any company in which the Bank has acquired
shares in accordance with the provisions of paragraph (d);

(ii) an unsecured loan or advance, at such rate of interest as the
Board may from time to time determine, to an officer or
employee of the Bank—

(aa) in order to enable such officer or employee to acquire a
dwelling for his own use, in a case where, owing to the
nature of the rights of the officer or employee in respect
of the property in question, such property cannot in law
be mortgaged in favour of the Bank; or

(bb) for the purposes of the implementation of a motor-car
scheme which, in terms of the rules made by the Board
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under section 35, forms part of the conditions of
service of the officer or employee;

(g) buy, sell, discount or re-discount bills of exchange drawn or
promissory notes issued for commercial, industrial or agricultural
purposes, or exchequer bills of the Government of the Republic
or of the government of any other country, or securities of a local
authority in the Republic;

(h) buy, sell or deal in financial instruments and, in accordance with
the provisions of any law regulating the safe deposit of securities,
hold such financial instruments in safe custody, or cause such
financial instruments to be held in safe custody, for other persons;

(i) issue its own interest-bearing securities for purposes of monetary
policy and buy, sell, discount or re-discount, or grant loans or
advances against, such securities;

(j) subject to the provisions of section 13 (a) and (b), enter into
repurchase agreements with any institution in respect of interest-
bearing securities or such other securities as the Bank may
determine;

(k) buy, sell or deal in precious metals and hold in safe custody for
other persons gold, securities or other articles of value;

(1) buy and sell foreign currencies;

(m) buy, sell, accept or deal in special drawing rights;

(n) open credits and issue guarantees;

(o) effect transfers in accordance with generally accepted banking
practice, and sell drafts drawn on its branches and correspondents;

(p) establish branches or appoint agents and correspondents in or
outside the Republic;

(qQ) open accounts in foreign countries and act as agent or
correspondent of any bank carrying on business in or outside the
Republic;

(r) make arrangements or enter into agreements with any institution
in a foreign country to borrow, in such manner, at such rate of
interest and subject to such other terms and conditions as the Bank
may deem fit, any foreign currency which the Bank may consider
it expedient to acquire;
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(s) perform such other functions of bankers and financial agents as ) #AiFP 2 RFLLHAFE I f,‘f]—Eﬁ Frm
central banks customarily may perform; 2 ;}%FF' BT Ry T B IR

(t) lend or advance money on security of a mortgage of immovable

_ _ t) A B LA S s R O s g
property or of a notarial or other bond or a cession thereof, to any ® AAd = ] RS

officer or employee or former officer or employee of the Bank for EFRIIFowriFRENTEZFE
the purpose of enabling any such officer or employee to acquire a BB HREFEFSARG e HE
dwelling for his own use: Provided that— * o e —

(i) if the Board is of the opinion that the value of any security

i is i i DREFERIIFEFSLZERRE
held against any loan or advance is insufficient, the Bank (1) FEwsLR #5 e % —

may accept as additional security a mortgage bond on PEPE O AFEHER B AP %
immovable property or any other security approved by the A H ‘;_I_‘?'—_i € T 2 3}7% R
Board; and £ ;117;“;5 % %
(ii) if any immovable property so mortgaged is sold for the (i) #4072 # & 2. & ,% 7R Hur#;
purpose of satisfying the mortgage debt and the purchase o T NI 1‘% L N
price obtainable is insufficient to cover the whole of the T f PR T
Bank's claim in connection with the mortgage, the Bank ER oF: SRR QU i £
may buy in that property and realize it at such time and in 2 =50 % R
such manner as the Board may determine; (u) ¥eh 75 ':r“;r * AR ELS S AF *E" E’ S
(u) acquire immovable property required by the Bank for business Peho B2 A B A 0 A LD e
purposes or for the purpose of providing a dwelling for any officer of ’ . N o
the Bank, and sell, dispose of, donate or otherwise alienate any such B H e N ;@ o 2% A
immovable property: Provided that a donation of such immovable I RERET R
© protli)erty n}llay ff)nly be made wit};the aiproval lff t;che }anrd; ) v) ﬁ = 71990 # 42474 | (1990 & % 94
v) perform the functions assigned to the Bank by the Banks Act, . , .
1990 (Act No. 94 of 1990), the Mutual Banks Act, 1993 (Act No. Bok k)~ T1993 & 3 m RF
124 of 1993), the Financial Sector Regulation Act, 2017 and other (1993 &# % 124 %% ) ~ T2017 & &
financial sector laws as defined in section 1 (1) of the Financial 2 ¥ # E R R 1 iE R (1)IE AT
Sector Regulgtlon Act, 2017. . . ' H fﬁﬁ’#‘-/z{iﬁ% K2 TR o
(2) The rates at which the Bank will discount or re-discount the various
classes of bills, promissory notes and other securities, shall be QAR EL: s AR A FX 2 pERG
determined and announced by the Bank from time to time. REREIRF ood AFRIFLTT L2 .
Maintenance by banks of minimum reserve balances in ., _
accounts with Bank BATEG LR RGBT EH
10A. (1) Subject to the provisions of subsection (3), a bank shall maintain an #£10A 4 (1 x/% £ €541 e}; Bt AAERNATHR

account with the Bank into which account that bank shall from time
to time deposit at least such amounts as may be necessary to comply

SR~ B S R (QEREAE £2 h
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with the requirements of subsection (2) and from which it may,
subject to that subsection, from time to time withdraw amounts.

2 @

(b)

3 @

(b)

(©)

The Governor shall, for the purposes of paragraph (b) and in

accordance with subsection (4), determine—

(i) the percentage of the average daily amount of a bank's
Reserve Bank notes and subsidiary coin, calculated
according to the total amounts of those assets held by the
bank on all the days of the last month in respect of which
that bank furnished a return in terms of subsection (11) to
the Registrar of Banks designated under section 4 of the
Banks Act, 1990 (Act No.94 of 1990); and

(ii) percentages of the amounts of such different categories of
the bank's liabilities as may be specified by the Governor by
notice in the Gazette with reference to the time when such
liabilities fall due or with reference to any other aspect
pertaining to such liabilities.

The monthly average credit balance in an account maintained

in terms of subsection (1) by a bank, together with the amount

representing the percentage referred to in paragraph (a) (i) shall
not be less than the total of the amounts representing the

percentages referred to in paragraph (a) (ii).

A bank shall, when required to do so by virtue of a

determination contemplated in paragraph (b), in addition to the

account referred to in subsection (1) maintain an account with
the Bank (hereinafter in this subsection referred to as a special
deposit account) into which account that bank shall from time
to time deposit at least such amounts as may be necessary to

comply with the requirements of paragraph (b).

For the purposes of the maintenance by a bank of a credit

balance in a special deposit account referred to in paragraph (a),

the Governor may from time to time determine further

percentages, in addition to percentages determined by him in
terms of subsection (2), of the bank's liabilities as contemplated

in subsection (2).

When making a determination in terms of paragraph (b), the

Governor may at his discretion direct that interest at a rate

determined by him shall be payable to a bank on the daily

credit balances in a special deposit account maintained by such
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bank in terms of paragraph (a): Provided that the provisions of
this paragraph shall not derogate from the power conferred by
section 10 (1) (e) upon the Bank to allow interest on any
deposit or on a portion of a deposit.

(4) (a) The percentages determined by the Governor in terms of

©)

(6)

(7

®)

)

subsection (2) (a) or (3) (b) shall be such percentages as the
Governor may, having regard to the national economic interest,
deem desirable to determine from time to time.

(b) Whenever the Governor has made a determination under
paragraph (a), he shall in writing inform the Registrar of Banks
referred to in subsection (2) of such a determination, and the
said Registrar shall as soon as is practicable give written notice
of the determination to every bank and cause the determination
to be published by notice in the Gazette.

(c) Any such determination shall take effect on a date mentioned in
the notice whereby the determination is published in the Gazette
in terms of paragraph (b).

A bank's liabilities referred to in subsection (2) shall be calculated

in such manner and determined at such times as may be determined

by the Governor by notice in the Gazette.

Any person who contravenes or fails to comply with a provision of

subsection (1), (2), (3) (a) or (5) shall be guilty of an offence and

liable on conviction to a fine, or to imprisonment for a period not
exceeding six months.

If a bank fails to comply with a provision of this section, or is unable

to comply with any such provision, it shall forthwith in writing

report its failure or inability to the Governor, stating the reasons for
such failure or inability.

The Governor may summarily bring a charge in terms of subsection

(6) against a bank referred to in subsection (7) or, if in the

circumstances he deems it fit to do so, condone the failure or

inability and afford the bank concerned an opportunity, subject to
such conditions as the Governor may determine, to comply with the
relevant provision within a specified period.

Irrespective of whether criminal proceedings in terms of subsection

(6) have been or may be instituted against a bank in respect of any

failure or inability referred to in subsection (7), the Governor may,

subject to any condonation granted under subsection (8), by way of
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a written notice impose upon that bank, in respect of such failure or
inability, a fine not exceeding one-tenth of one per cent of the
amount of the shortfall for each day on which such failure or
inability continues.

(10) A fine imposed under subsection (9) shall be paid to the Governor
within such period as may be specified in the relevant notice, and if
the bank concerned fails to pay the fine within the specified period,
the Governor may by way of civil action in a competent court
recover from that bank the amount of the fine or any portion thereof
which he may in the circumstances consider justified.

(11) A bank shall, in order to enable the Governor to determine whether
the bank is complying with the provisions of this section, furnish the
Registrar of Banks referred to in subsection (2), subject to the
provisions of subsection (12), with a return on the prescribed form
and in respect of the prescribed period.

(12) A return referred to in subsection (11) shall be prepared in
conformity with generally accepted accounting practice and shall be
furnished to the Registrar of Banks referred to in subsection (2) not
later than the fifteenth business day following upon the last business
day of the period to which the return relates.

Appointment of inspectors

11. (1) The Bank may appoint inspectors (in either a permanent or a
temporary capacity) to carry out inspections of the affairs, or of any
part thereof, of a bank or a mutual bank.

(2) (a) The provisions of Part 4 of Chapter 9 of the Financial Sector
Regulation Act, 2017 except section 134, shall apply with the
changes necessary in the context in respect of an inspection
carried out in terms of subsection (1).

(b) Section 130 of the Financial Sector Regulation Act, 2017 does
not apply in respect of an inspection carried out in terms of
subsection (1).

(3) Every inspector so appointed shall be furnished with a certificate

stating that he has been appointed as an inspector under this Act.

Inspection of affairs of person, partnership, close corporation,
company or other juristic person not registered as bank or
mutual bank

12. (1) Ifthe Governor or a Deputy Governor has reason to suspect that any
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2

person, partnership, close corporation, company or other juristic
person who or which is not registered in terms of the Banks Act,
1990 (Act No.94 of 1990), as a bank or in terms of the Mutual Banks
Act, 1993 (Act No.124 of 1993), as a mutual bank, is carrying on the
business of a bank or a mutual bank, he or she may direct the
Registrar of Banks referred to in section 4 of the Banks Act, 1990,
to cause the affairs or any part of the affairs of such person,
partnership, close corporation, company or other juristic person to
be inspected by an inspector appointed under section 11 (1), in order
to establish whether or not the business of a bank or mutual bank, as
the case may be, is being carried on by that person, partnership,
close corporation, company or other juristic person.

The provisions of Part 4 of Chapter 9 of the Financial Sector
Regulation Act shall apply with the necessary changes required by
the context in respect of an inspection carried out in terms of
subsection (1).

Prohibited business
The Bank may not—

13.

(a)
(b)
(c)
(d)
(e)

()

purchase its own shares or grant loans or advances upon the security
thereof;

without the consent of the Minister, purchase the shares of any bank
or grant loans or advances upon the security thereof;

(Deleted)

buy, discount or re-discount bills of exchange or promissory notes
drawn or issued for commercial and industrial purposes, which have
a maturity exceeding 120 days;

buy, discount or re-discount bills of exchange or promissory notes
drawn or issued for agricultural purposes, which have a maturity
exceeding six months;

hold in stocks of the Government of the Republic which have been
acquired directly from the Treasury by subscription to new issues,
the conversion of existing issues or otherwise, a sum exceeding its
paid-up capital and reserve fund plus one-third of its liabilities to the
public in the Republic.

Issue of banknotes and coins

14.

M

The Bank shall have the sole right to issue or cause to be issued
banknotes and coins in the Republic: Provided that all coins which
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@)

A3)
4)

)

(6)
)

at the commencement of the South African Reserve Bank
Amendment Act, 1989, were lawfully in circulation and legal tender
in the Republic, shall as such remain in circulation until they are
withdrawn from circulation in accordance with the provisions of
section 19, or are no longer of the current mass prescribed in
Schedule 2 in respect of the denomination in question.

The Bank shall not issue or cause to be issued any banknote of a
denomination, in a form or of a material not approved by the
Department of Finance.

The Bank shall not re-issue or cause to be re-issued any banknote
which is torn or wholly or partially defaced or soiled.

The Bank shall not be obliged to make any payment in respect of a
torn banknote or a banknote which, in the opinion of the Bank, is
mutilated and which may be tendered to it, but may, in its discretion,
make a payment in respect of such banknote.

The Bank shall not issue or cause to be issued any coin made
otherwise than in accordance with the prescriptions of section 16
(1): Provided that the Bank may after the commencement of the
South African Reserve Bank Amendment Act, 1989, continue to
issue or cause to be issued coins made in accordance with the
provisions of the South African Mint and Coinage Act, 1964 (Act
No.78 of 1964), as those provisions existed immediately prior to the
repeal thereof by the said Amendment Act, until such time as the
Minister may in writing direct the Bank to discontinue such issue.
The Bank shall not re-issue or cause to be re-issued any coin which
is mutilated or worn away.

The Bank shall not be obliged to make any payment in respect of a
coin which, in the opinion of the Bank, is mutilated or worn away
and which may be tendered to it, but may, in its discretion, make a
payment in respect of such coin.

Monetary unit

15.

(M

@)

Subject to the provisions of section 14 (1), the monetary unit of
the Republic shall be the rand (abbreviated as R), and the cent
(abbreviated as c), which is one hundredth part of the rand.

The respective values, in rand and cent, of coins manufactured and
issued under other designations than rand and cent and which by
virtue of the provisions of section 14 (1) remain in circulation, shall
be as set out in the table hereunder:
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TABLE
Coin in circulation under the designation of—  Value in rand and cent:
Pound / SOVEreign .........ccoooevvevieeienieeieieeeeeee Two rand
Half-pound / half-sovereign ..........cccccocevenennnne One rand
(50} 1 KU Fifty cents
Half-crown .......occooeiieniniineecece, Twenty-five cents
FIOTIN oo Twenty cents
Shilling ..o Ten cents
SIXPENCE  .oivieiieiieieciieieeeeeie et Five cents
TRICEPENCE ..vicviiiieiieieciecieeeeeee e Two-and-a-half cents
Penny ...ccoocoocoviiieeee e Ten-twelfths of a cent
Half-penny ........ccccoovoininininieeeecececsce Five-twelfths of a cent
Farthing .......ccoocevvvieieieeeeeeee e Five twenty-fourths of a cent
Denominations, material, standard mass and standard fineness
of coins
16. (1) The Bank may make or cause to be made coins of the denominations

and with the mass set out in Schedule 2, and which are made of gold,
platinum, silver, nickel, copper, tin, zinc or steel, or alloys of those
metals, of the standard fineness so set out: Provided that in the
making of such coins a remedy (or deviation from the standard mass
or standard fineness determined in Schedule 2 in respect of the coin
in question) of an amount not exceeding the remedy specified in
Schedule 2 shall be allowed.

(2) The Minister may from time to time amend Schedule 2 by notice in
the Gazette.

(3) A notice issued under subsection (2) shall come into operation on a
date specified therein, and the provisions thereof shall have force of
law as if they were enacted in Schedule 2.

(4) The Minister shall within fourteen days after the date of publication
in the Gazette of a notice issued under subsection (2), lay a copy
thereof upon the Tables in Parliament, if Parliament is then in
ordinary session, or if Parliament is not then in ordinary session,
within fourteen days after the commencement of its next ensuing
ordinary session.
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Legal tender

17. (1) A tender, including a tender by the Bank itself, of a note of the Bank or
of an outstanding note of another bank for which the Bank has assumed
liability in terms of section 15 (3) (c) of the Currency and Banking Act
or in terms of any agreement entered into with another bank before or
after the commencement of this Act, shall be a legal tender of payment
of an amount equal to the amount specified on the note.

(2) A tender, including a tender by the Bank itself, of an undefaced and
unmutilated coin which is lawfully in circulation in the Republic and
of current mass, shall be a legal tender of payment of money—

(a) in the case of gold coins, in settlement of any amount, and the
value of each gold coin so tendered shall be equal to the net
amount at which the bank is prepared to purchase that gold
coin on the day of such tender thereof; and

(b) in the case of other coins, in settlement, per individual
transation, of a total amount not exceeding—

(i) fifty rand, where coins of the denomination of one rand or
higher are so tendered;

(ii) five rand, where coins of denominations of ten cents up to
and including fifty cents are so tendered;

(iii) fifty cents, where coins of the denomination of five cents
or less are so tendered,

and the value of each coin so tendered shall be equal to the amount

specified on that coin.

References to amounts in terms of coins issued under Coinage

Act, 1922

18. Any reference in any law, deed, instrument, security for money or other
document or in any contract or agreement, whether in writing or not, and
any reference in any other manner whatsoever to an amount determined
on the basis of the coins specified in the Schedule to the Coinage Act,
1922 (Act No.31 of 1922), shall be construed as including a reference to
an equivalent amount determined on the basis of the coins specified in
subsection (1) of section 16 and in accordance with the respective values
of such last-mentioned coins in comparison with the coins specified in
that Schedule, as set out in subsection (2) of section 15, and any such
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reference to an amount determined on the basis of the coins specified in
subsection (1) of section 16, shall be construed as including a reference
to an equivalent amount determined on the basis of the coins specified in
that Schedule and in accordance with the said respective values.

Powers of Minister in respect of coins
19. (1) The Minister may from time to time by notice in the Gazette—
(a) determine the dimensions of and design for any coin as well as
the compilation of any series of coins; and
(b) authorize the withdrawal from circulation of—
(i) so many coins as he may deem to be in excess of
requirements;
(ii) coins of a specified date or of specified dates or of a
specified denomination or of specified denominations.
(2) A notice issued under subsection (1) shall come into operation on a
date specified therein, and the provisions thereof shall have force of
law as if they were enacted in this Act.

Bank exempt from tax on banknotes

20. The Bank shall in respect of banknotes which it manufactures, causes to
be manufactured, acquires for issue, issues or causes to be issued, be
exempt from any tax or duty.

Share capital of Bank
21. (1) The share capital of the Bank shall be two million rand, and shall be
divided into two million ordinary shares of one rand each.

(2) The liability of a shareholder shall be limited to the amount unpaid
on the shares held by him.

(3) The Bank may, from time to time, with the consent of the Board,
increase its share capital by the issue of shares upon such terms as
the Board may approve.

(4) The premium obtained on any issue of shares shall be added to the
reserve fund of the Bank.

Restriction of right to hold or acquire shares in Bank
22. (1) Subject to the provisions of subsection (2)—
(a) no shareholder shall hold, or hold in aggregate with his, her or
its associates, more than 10 000 shares in the Bank; and
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2

(b) ifitappears that a shareholder holds, or holds in aggregate with
his, her or its associates more than 10 000 shares in the Bank
in contravention of this section or any other provision of this
Act, the Bank may approach a court with jurisdiction for an
appropriate order to redress the matter, which order may
include, but is not limited to, an order for the disposal of shares
in the Bank at a price per share and subject to such terms,
conditions and restrictions as the court may determine.

A shareholder who holds, or holds in aggregate with his, her

or its associates, more than 10 000 shares in the Bank at the

commencement of the South African Reserve Bank Amendment

Act, 2010, shall disclose in a manner as may be prescribed to the

Bank the names of all his, her or its associates, as well as the number

of shares held by each of them.

(2A) A shareholder who discloses information as contemplated in subsection

3)

“)

)

(6)

(2) may continue to hold, or hold in aggregate with his, her or its
associates, those shares: Provided that for as long as such shareholding,
or aggregate shareholding, as the case may be, exceeds 10 000 shares,
neither the shareholder nor his, her or its associates, as the case may be,
shall acquire any further shares in the Bank.

If at any time the number of shares in the Bank held by a shareholder
referred to in subsection (2), or held by that shareholder in aggregate
with his, her or its associates, as the case may be, is reduced to 10 000
or less, the restriction laid down in subsection (1) shall apply also to
that shareholder.

No shares in the Bank shall be held in the name of or transferred to
a nominee unless that nominee is a central securities depository as
defined in section 1 of the Safe Deposit of Securities Act, 1992.

If at the commencement of the South African Reserve Bank
Amendment Act, 1989, shares are registered contrary to the
provisions of subsection (4), the Bank shall forthwith take steps to
register those shares in the name of the beneficial owner thereof.

If the number of shares held by a shareholder in the Bank increases to
more than 10 000 shares, he or she shall as soon as practicable dispose
of the number of shares held by him or her in excess of 10 000.
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Votes

23. (1)
2
3)

Subject to the provisions of subsections (2) and (3), a sharecholder
shall, at a meeting of shareholders, be entitled to one vote in respect
of every 200 shares of which he has been the registered holder for
not less than six months prior to the date of the meeting.

No shareholder, or his, her or its associates, referred to in subsection
(2), (6) or (2A) of section 22 shall either directly or indirectly
exercise any vote as a shareholder in respect of the number of shares
in the Bank held by him, her or it, either alone, or in aggregate with
his, her or its associates, in excess of 10 000, and no group of
companies with interlocking directorates shall either directly or
indirectly exercise any vote as shareholders in respect of the total
number of shares in the Bank held by those companies in excess of
10 000.

A shareholder who is not ordinarily resident in the Republic shall
not be entitled to any vote at any meeting of shareholders.

Allocation of surplus
24. Ofthe surplus (if any) remaining at the end of a financial year of the Bank

after provision has been made for—

(a) bad and doubtful debts;

(b) depreciation in assets;

(c) gratuities or other pension benefits for its officers and employees;

(d) all such items as are usually provided for by bankers; and

(e) the payment to the shareholders, out of net profits, of a
dividend at the rate of ten per cent per annum on the paid-up
share capital of the Bank,

one tenth shall be allocated to the reserve fund of the Bank and nine

tenths shall be paid to the Government.

Statutory price of gold and Gold Price Adjustment Account

25.

()

All gold of the Bank shall be valued at such price per such mass of
fine gold (hereinafter referred to as the statutory price) as may be
determined from time to time by the Minister after consultation with
the Bank, and that price shall as soon as may be practicable after
such determination thereof be published in the Gazette.
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(2) All gold of the Bank shall be traded for the profit or loss of the
Government.
(3) The Bank shall establish a Gold Price Adjustment Account in which
it shall account for—
(a) any profit or loss relating to gold of the Bank as a result of a
change in the statutory price;
(b) any difference between the statutory price and the price at
which the Bank buys or sells gold after due allowance for
handling and realization costs.

Foreign Exchange Adjustment Account
26. (1) Allassets of the Bank expressed in currencies other than the currency
of the Republic, including special drawing rights but excluding any
dividends, discount or interest or the usual exchange margins in
connection therewith, shall be for the profit or loss of the Government.
(2) The Bank shall establish a Foreign Exchange Adjustment Account
in which it shall account for—

(a) any loss suffered by the Bank on the assets referred to in
subsection (1) as a result of the depreciation of the currencies
in question in relation to the currency of the Republic;

(b) any profit made by the Bank on the assets referred to in
subsection (1) as a result of the appreciation of the currencies
in question in relation to the currency of the Republic.

Forward Exchange Contracts Adjustment Account
27. (1) Any profit or loss on—

(a) any current or future forward exchange contract entered into by
the Bank, but excluding the usual exchange margins earned or
paid thereon;

(b) any amount borrowed by the Bank in any currency other than
the currency of the Republic, but excluding any interest,
commission or other charges or the usual exchange margins
earned or paid thereon;

(c) any agreement entered into by the Minister of Economic Affairs
and Technology under section 2 of the Export Credit and Foreign
Investments Re-insurance Act, 1957 (Act No.78 of 1957), with
the Credit Guarantee Insurance Corporation of Africa Limited for
the reinsurance of any contract, entered into by the said
corporation with a person who exports capital goods or services
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from the Republic, for insuring against risks (not normally
insurable) of monetary loss or monetary detriment attributable to
any change in the value of the currency of the Republic in relation
to the currency of the United States of America,

shall accrue to the Government.

(2) The Bank shall establish a Forward Exchange Contracts Adjustment

Account in which it shall account for—

(a) any loss suffered by the Bank on a forward exchange contract
or loan referred to in subsection (1) (a) or (b);

(b) any profit made by the Bank on a forward exchange contract or
loan referred to in subsection (1) (a) or (b); and

(c) any profit made and loss suffered on an agreement referred to
in subsection (1) (c).

Gold and Foreign Exchange Contingency Reserve Account
28. (1) Any credit or debit balance on the Gold Price Adjustment Account, the

Foreign Exchange Adjustment Account and the Forward Exchange

Contracts Adjustment Account shall, at the close of each financial year

of the Bank or at such other times as the Bank and the Treasury may

determine, be transferred to a Gold and Foreign Exchange Contingency

Reserve Account established and managed by the Bank on behalf of the

Treasury.

(2) (a) Any creditbalance on the Gold and Foreign Exchange Contingency
Reserve Account shall accrue to the Government as a profit and
shall be for the benefit of the State Revenue Fund.

(b) Any profit referred to in paragraph (a) shall be carried forward in
the Gold and Foreign Exchange Contingency Reserve Account,
but any such profit, or any part thereof, may, at such times as the
Treasury and the Bank may deem desirable, be credited to the
State Revenue Fund.

(¢) The Bank may, at the request of or with the approval of the
Treasury, advance any credit balance, or part thereof, on the
Gold and Foreign Exchange Contingency Reserve Account to
the National Supplies Procurement Fund established by section
12 of the National Supplies Procurement Act, 1970 (Act No.89
of 1970), and the interest, if any, on any money so advanced,
shall, at such times as the Treasury may determine, be paid into
the State Revenue Fund.
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(3) (a) Any debit balance on the Gold and Foreign Exchange Contingency
Reserve Account shall be a loss for the Government and shall be a
charge against the State Revenue Fund.

(b) Any loss referred to in paragraph (a) shall be carried forward in
the Gold and Foreign Exchange Contingency Reserve Account
until the Treasury and the Bank deem it desirable to settle the
outstanding balance.

(c) Any loss referred to in paragraph (a) shall be defrayed from
money appropriated by Parliament for such purpose.

Returns in connection with and auditing of certain accounts
29. (1) The Bank shall, at such times as the Treasury may determine,
furnish the Treasury with returns reflecting the operations on the
Gold Price Adjustment Account, the Foreign Exchange Adjustment
Account and the Forward Exchange Contracts Adjustment Account.
(2) A report by the auditors of the Bank in which it is stated that any
statement to which such report relates is a correct reflection of all
transactions, receipts and payments by the Bank in terms of sections
25, 26, 27 and 28, may be accepted as correct by the Auditor-
General.

Audit and inspection
30. (1) For every financial year of the Bank, the shareholders shall at a
general meeting elect two firms of public accountants, to act during
that year as auditors of the Bank.
(2) The Minister may at any time cause an investigation to be made into
the affairs of the Bank by one or more officers of the Department of
Finance authorized thereto by him in writing.

Report by Governor
31. The Governor shall annually submit to the Minister a report relating to
the implementation by the Bank of monetary policy.

Furnishing of information to Department of Finance and to

Parliament

32. (1) The Bank shall—

(a) from time to time make up a return in the form set out in

Schedule 1, containing a statement of the liabilities and assets
of the Bank as at the close of business on the last business day
of every month, and shall forthwith transmit the return to the
Department of Finance;
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(b) within three months after the close of its financial year, transmit
to the Department of Finance two copies of its financial
statements signed by the Governor or any Deputy Governor
and the chief financial officer of the Bank, together with an
audit report;

(c) within sixty days after the close of its financial year, transmit
to the Department of Finance two copies of a list giving the full
names and addresses of shareholders and the number of shares
held by each; and

(d) when called upon to do so by the Department of Finance by
notice in writing, furnish that Department, within the period
specified in the notice, with such further returns as may be
specified in the notice.

(2) The Department of Finance shall cause every return received in
terms of paragraph (a) of subsection (1) to be published in the
Gazette as soon as is practicable.

(3) The Minister shall within fourteen days after receipt thereof lay a copy
of the report referred to in section 31 and of every financial statement
or list received in terms of paragraph (b) or (c) of subsection (1) upon
the Tables in Parliament, if Parliament is then in ordinary session, or
if Parliament is not then in ordinary session, within fourteen days after
the commencement of its next ensuing ordinary session.

Preservation of secrecy
33. (1) No director, officer or employee of the Bank, and no officer in the
Department of Finance, shall disclose to any person, except to the
Minister or the Director-General:Finance or for the purpose of the
performance of his or her duties or the exercise of his or her
functions or when required to do so before a court of law or under
any law—
(a) any information relating to the affairs of —
(i) the Bank;
(ii) a shareholder of the Bank; or
(iii) a client of the Bank,

acquired in the performance of his or her duties or the exercise of his
or her functions; or

(b) any other information acquired by him or her in the course of
his or her participation in the activities of the Bank,
except, in the case of information referred to in paragraph (a) (iii),

— 206 —

EIE S SRRRES

b)* ¢ ERMET 143 BT PN > B pAFn
HLERF BB PEZTAMBT EF
ZPAFRIR R AR A I 0 TREH -
32

(C)* ¢ ERBLTE60F P o »AFCIv
TG E - AL a2 PR
LR LM AFAS B %

(d) R PAFeIRE 5 i do2 B R 0PN R
LB AP 2 Hw 3R 4 o

Q)M Fe iz 5 (D)E S () FH 2L 4 0

i eszaR J‘J’“*‘iﬁ:}'ﬁ- 4F o

GB)ME >z % 31 iFrE 2 FE 2 F(1)AE %

(b)ZL & ()T T2 MR £ &L &

AR 14 P BHR- PAFARE @Ié*

e BEEREIF R T - g HERE

PR#FER

033 % (DAF2ZEFEREE 0 2 MARE R
FOERE IR LR R
TR R kR f* RER % SLERE S
koA gﬁ":"?’&ﬁ? M THER2 TR

= —
() % FHBRF A7 EanEaer o F
T AL HER L EZR T
(i) 2§73
(i) & FmE ;5 &
(i) AFREE 3 &
(b) % %81k 7 ia AL s iz A
ts ﬁgm;
%@ % (i) TEAFHELEZ TR 5

— 207 —



SOUTH AFRICAN RESERVE BANK ACT, 1989

with the written consent of the Minister and the Governor, after

consultation with the client concerned.

(1A)The provisions of subsection (1) shall not be construed as
preventing any director, officer or employee of the Bank who is
responsible for exercising any power or performing any function or
duty under the Exchange Control Regulations, 1961, issued in terms
of section 9 of the Currency and Exchanges Act, 1933 (Act No.9 of
1933), from disclosing to the Commissioner for the South African
Revenue Service any information as may be required for purposes
of exercising any power or performing any function or duty in terms
of any Act administered by the Commissioner.

(2) No person shall disclose to any other person any information
contained in any written communication which is in any manner
marked as confidential or secret and which has been addressed by
the Bank to any person or which has been addressed by any person
to the Bank, except—

(a) for the purposes of the performance of his duties or the exercise
of his powers in terms of any law or when required to do so
before a court of law; or

(b) with the written consent of both the sender and the recipient of
that communication.

Offences and penalties
34. (1) Subject to the provisions of section 2 of the Prevention of Counterfeiting
of Currency Act, 1965 (Act No.16 of 1965), any person who—

(a) forges, alters or unlawfully issues a note of the Bank or
something purporting to be a note of the Bank, or any coin;

(b) utters, tenders or accepts any such note or a coin which has
been forged, altered or unlawfully issued, knowing it to be
forged, altered or unlawfully issued;

(c) without the authority of the Bank, engraves or makes upon any
material whatsoever any words, figures, letters, marks, lines or
devices the print whereof resembles in whole or in part any
words, figures, letters, marks, lines or devices peculiar to and
used in or upon any note of the Bank or any coin which is legal
tender;

(d) without the authority of the Bank, uses or knowingly has in his
possession any material whatsoever upon which has been
engraved or made any such words, figures, letters, marks, lines
or devices;
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(e)
Q)

(2

(h)

(M)

@

(k)

M

contravenes the provisions of section 33;

wilfully defaces, soils or damages any note of the Bank, or writes
or places any drawing thereon or attaches thereto anything in the
nature of an advertisement, or wilfully defaces or damages any
coin which is legal tender;

removes from the premises where coins are manufactured
under this Act, without lawful authority or excuse, any matrix,
master punch, die, collar, piercing and cutting tool, pattern or
mould, or any other tool, machine, engine, instrument or thing
used or employed in or in connection with the coining of coins,
or any useful part of the several objects aforesaid, or any coin
or bullion;

is found in possession of any blank or defective coin of the size,
shape and metal composition of any coin of which the coining
is authorized by this Act, and is unable to account satisfactorily
for such possession;

fraudulently inserts or uses in a machine that vends merchandise
or services or collects fares or tolls, anything that is intended to
pass for the coin or the token of value that the machine is
designed to receive in exchange for the merchandise, service,
fare or toll, as the case may be;

sells, exchanges or otherwise disposes of any metal reproduction
of any gold coin contemplated in Schedule 2, or uses the word "
Krugerrand", "Natura" or "Protea", or any derivative thereof or
any combination thereof with any other word, in the furtherance
of the sale, exchange or disposal in any other manner of such a
reproduction or of any metal article of commerce;

without the written approval of the Department of Finance,
intentionally destroys, melts down, dissolves in any dissolvent,
breaks up or damages a coin that has been issued under section
11 of the South African Mint and Coinage Act, 1964 (Act No.
78 of 1964), or under section 14 of this Act, or removes any
such coin out of the Republic, or causes or permits it to be so
removed, with the purpose of so dealing with it or causing it to
be so dealt with outside the Republic; or

sells or disposes of any coin issued as contemplated in paragraph
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SOUTH AFRICAN RESERVE BANK ACT, 1989

(k), knowing or suspecting that such coin is to be dealt with in a
manner constituting an offence under paragraph (k),
shall be guilty of an offence and liable on conviction—

(i)
(i1)

(iii)

(iv)

(v)

(vi)

(vii)

(viti)

in the case of an offence referred to in paragraph (a) or (b), to
imprisonment for a period not exceeding fifteen years;

in the case of an offence referred to in paragraph (c) or (d), to
imprisonment for a period not exceeding five years;

in the case of an offence referred to in paragraph (e), to a
fine not exceeding R4 000 or to imprisonment for a period
not exceeding one year, or to both such fine and such
imprisonment;

in the case of an offence referred to in paragraph (f), to a
fine not exceeding R250;

in the case of an offence referred to in paragraph (g), (h)
or (j), to a fine not exceeding R8 000 or to imprisonment
for a period not exceeding two years, or to both such fine
and such imprisonment;

in the case of an offence referred to in paragraph (i), to a
penalty which may in law be imposed for the crime of
fraud;

in the case of an offence referred to in paragraph (k), to a
fine not exceeding R50 000 or to imprisonment for a
period not exceeding five years, or to both such fine and
such imprisonment; and

in the case of an offence referred to in paragraph (1), to a
fine not exceeding R10 000 or to imprisonment for a
period not exceeding two years, or to both such fine and
such imprisonment.

(2) For the purposes of subsection (1)—

"bullion" means any gold, platinum, silver, nickel, gold alloys,
platinum alloys, silver alloys, nickel alloys or bronze or other
minting alloys in the form of ingots, bars, strips, sheets, scissel,
cuttings, granules, rejected coins, blanks, filings, sweepings,
dross, scrap or wire; and

(b) a coin shall be regarded as defective if it has been wrongly
manufactured, and would accordingly be unfit for issue as a

(a)
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proper coin in accordance with the standards of manufacture
applied by the institution entrusted with the manufacture of
coins for the purposes of this Act.

Rules by Board

35. The Board may make rules, not inconsistent with the provisions of this
Act or of the regulations made under section 36, for the good government
of the Bank and the conduct of its business, and the appointment and
conditions of service (including remuneration and gratuities or other
pension benefits) of officers and employees.

Regulations
36. The Minister may make regulations relating to—

(a) the election of directors by shareholders;

(b) the conditions (other than those relating to remuneration) of
appointment of directors, and the circumstances in which a
director shall vacate his office;

(c) meetings of the Board and the procedure thereat, including the
minutes to be kept thereof;

(d) meetings of shareholders, the matters to be dealt with thereat
and the procedure thereat, including the quorum necessary
therefor and the minutes to be kept thereof;

(dA)any matter which is required or permitted to be prescribed by
regulation under this Act;

(e) generally, all matters which he considers it necessary or
expedient to prescribe in order that the purposes of this Act
may be achieved.

Proceedings by Minister in case of non-compliance with Act

or regulations by Bank

37. (1) Ifatany time the Minister is of the opinion that the Bank has failed
to comply with any provision of this Act or of a regulation made
thereunder, he may by notice in writing require the Board to make
good or remedy the default within a specified time.

(2) If the Board fails to comply with a notice referred to in subsection

(1), the Minister may apply to the division of the Supreme Court
having jurisdiction for an order compelling the Board to make good
or remedy the default, and the Court may make such order thereon
as it thinks fit.
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Liquidation
38. (1) The Bank shall not be placed in liquidation except by an Act of
Parliament.

(2) In the event of liquidation, the reserve fund and surplus assets (if
any) of the Bank shall, subject to the provisions of subsection (3), be
divided between the Government and shareholders in the proportion
of sixty per cent and forty per cent, respectively.

(3) If the amount payable to a shareholder in terms of subsection (2)
exceeds the average market price of his holdings of shares in the
Bank over the period of twelve months preceding a day three months
prior to the date upon which a Bill providing for such liquidation is
introduced in Parliament, so much of that amount as exceeds the
said average shall be paid to the Government.

(4) No writ of execution or attachment or process in the nature thereof
shall be issued or proceeded with against the Bank if the Minister
has certified that he has introduced or that it is his intention to
introduce in Parliament a Bill placing the Bank in liquidation, and
has not withdrawn the certificate.

39. (Deleted)

Repeal of laws, and savings

40. (1) Subject to the provisions of subsection (2), the laws specified in
Schedule 3, are hereby repealed to the extent set out in the third
column of that Schedule.

(2) The Governor and each Deputy Governor and any director of the
Bank holding office at the commencement of this Act, shall, for the
unexpired portion of the period for which he has been appointed or
elected under the South African Reserve Bank Act, 1944 (Act No.
29 of 1944), be deemed to hold office under the applicable
provisions of this Act, and any rules and regulations made under
sections 22 and 23, respectively, of the said Act, or which are
deemed to have been made thereunder, shall be deemed to have been
made under the corresponding provisions of this Act.

Short title and commencement

41. This Act shall be called the South African Reserve Bank Act, 1989, and
shall come into operation on a date fixed by the State President by
proclamation in the Gazette.
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Schedule 1 Mk 1
SOUTH AFRICAN RESERVE BANK & IE B AL RAT
Statement of assets and liabilities on the ............. day of ......conu... 19....... F: 2 A Ax&A Ak
Liabilities Assets ;
Rec Rec %55%/57\ Eﬁﬁ}éf/h\
Share capital Gold L S o
Reserve fund Foreign assets A fly 2 I IE B A
= s T
Notes in circulation Total gold and foreign assets B A g S st
T
Deposits: Domestic assets: 7k . .
G t Di ted bill ol AN
overnmen iscounted bills e
- o B BAT B %%T%
Provincial administrations Loans and advances: SRAT BAE B AR 2R B A2k
Banks and building societies Government H 4, B
Other Other R4kl ;B:_f)@
Other liabilities Securities: AR
Government ﬁiﬂ
7N f&
Other G A
Other assets
skskok skskok skskosk sk
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5 20 407 R
e 27
(a) F4BREAK
SRR R o £ BE ALY
EAER .
= Ty | ERT BESSC [easps ‘
g | gerae | (B L0 %fgf s
22 P4
502 7| f4t | 10000 | 1696.60 I 5.40
52| Rk 50.00 169.66 I 0270
229 Lo 40.00 67.86 I 0.135
o | A IAR
20| SR 32.69 67.86 I 0.135
128 &bk 32.69 33930 | £916.67 | 1070 | & 04
i 83.33
0527 it 27.00 16965 | * I 0.035
0252 7| niff 22.00 8.482 I 0.020
0127 it 16.50 3.393 I 0.010
0052 7| “if 12.00 1.697 I 0.003
00227 | dt 8.00 0.679 I 0.002
24 Fp &%
125 50 % | 90.00 | 1000.00 | %% 9999 | & 10.00 | & 0.1
T
539 250(? gf ;_; 50.00 | 155.535 | 49999 | & 1.30 0.1
12 72| 500 | 3269 | 31.107 | # 49999 [ & 0.07 0.1
200 4
100 i #
50 ji 4+
25 i
AR
052 & 100 g3 | 27.00 15553 | # 49999 | & 0035 | = 0.1
50 ji 4+
0252 7| 50 | 2200 7777 | A £9999 | & 0.02 0.1
20 jF #

Schedule 2
(a) Precious Metal and Commemorative Coins
DENOMINATION' & |STANDARD REMEDY ALLOWABLE*'
DESCRIPTION DIAMETER® | |\ ggx | STANDARD FSTANDARD[ graNDARD
(mm) FINENESS** MASS* 4
Mass | Rand & Cents (2) (z) |FINENESS*
22 ct. Gold Coins
50 oz. | Krugerrand 100.00 1696.60 +5.40
5 oz. | Krugerrand 50.00 169.66 +0.270
2 oz. | Krugerrand 40.00 67.86 +0.135
2 oz. | Piedfort 32.69 67.86 +0.135
Krugerrand
Au 916.67 104
1 oz. | Krugerrand 32.69 33930 | Cu83.33 +0.070 :
1/2 oz. | Krugerrand 27.00 16.965 +0.035
1/4 oz. | Krugerrand 22.00 8.482 +0.020
1/10 oz. | Krugerrand 16.50 3.393 +0.010
1/20 oz. | Krugerrand 12.00 1.697 +0.003
1/50 oz. | Krugerrand 8.00 0.679 +0.002
24 ct. Gold Coins
1kg | R 50 90.00 1000.00 Au 999.9 +10.00 +0.1
5o0z. R 200 50.00 155.535 Au 999.9 +1.30 +0.1
R 50
1 oz. | R 500 32.69 31.107 Au 999.9 +0.07 +0.1
R 200
R 100
Natura
R 50
R25
. | Protea
1/2 0z. | R 100 27.00 15.553 Au 999.9 +0.035 +0.1
R 50
Natura
1/4 0z | R 50 22.00 7.777 Au 999.9 +0.02 +0.1
R 20
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terigmil AN R A2 1989 B A2 A 2 1994 E 50 6

¥ 911 5. ~1997 & 3 % 29 | % 500 %2 ~ 1999 & 12 # 15 } % 1499 5L ~ 2004
E 77 305 % 855%. 2011 & 12 * 23%.% 9105 -2019# 3 % 29} % 195
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Natura
R2

1/10 oz.

R 20
R 10
Natura
RS
Protea
R2
R1
50¢
20 ¢
10¢c

16.50

3.110

Au 999.9

+0.01

+0.1

1/20 oz.

R5
Natura

12.00

1.555

Au999.9

+0.005

+0.1

Platinum Coins

1 oz.

R 10
Krugerrand

32.69

31.107

Pt 999.9

+0..07

+0.1

1 oz.

R 20

32.69

31.107

Pt 999.5

+0.05

+0.1

Sterling-Silvi

er Coins

2 oz.

50c

50.00

67.252

Ag 925 Cu75

+0.50

+5

1 oz.

R 50
R 15
R 10
R5
R2
20 ¢

38.725

33.626

Ag 925 Cu 75

+0.2

+5

R5

38.725

33.000

Ag925Cu7s
Plating Au
999.9

+0.2

+5

1/2 oz.

10c

32.69

16.813

Ag925Cu75

+0.1

+5

R1 Protea

32.69

15.000

Ag 925 Cu 75

+0.1

+5

.| 5¢

27.00

8.406

Ag 925 Cu 75

+0.1

+5

2'/, ¢ Tickey

16.30

1.414

Ag925 Cu 75

+0.1

+5
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2
0.1 % 7| 20 16.50 3110 | #4£ 9999 | I 0.01 & 0.1
10 jF4
5
AR
2
1 jF 4
50 A
20 A
10 4
0052 7| 54 12.00 1.555 | 4 999.9 | I 0.005 0.1
& &
12 7| 10 s 32.69 31.107 | & £999.9 | i 0.07 0.1
e
12 8| 20 e 32.69 31.107 | & £999.5 | i 0.05 0.1
R
228 504 50.00 67.252 | #2925 i 0.50 &5
& 75
1% 7| 50/ % | 38725 | 33.626 | 4925 02 &5
1S g+ & 75
10 jF4
5
2
20 A
- SR 38.725 | 33.000 | 42925 02 &5
& 75
4% 999.9
0527 104 32.69 16.813 | 42925 0.1 &5
& 75
- 1 jF# 32.69 15.000 | 421925 0.1 &5
A & 75
0252 7| 54 27.00 8.406 | #2925 0.1 &5
& 75
- 2.5 A 16.30 1.414 | #2925 0.1 s
# R & 75
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gt

Fine-Silver Coins ARSI
the | 5 100.00 100000 |  Ag999 +12.00 0.5 pas| ) ¥ ;f 100.00 | 1000.00 | ##999 | & 1200 | 2 05
R20 20 W
5o0z.|RS 64.00 155.535 Ag 999 +1.50 +0.5 57 5 64.00 155.535 42999 i+ 1.50 & 0.5
Krugerrand S
R 10 10 # ¥
2 50.00 62.214 3 g
0Z1p o Ag 999 1028 405 2% 7 2 i 50.00 62.214 542999 i+ 0.28 i+ 0.5
Krugerrand o
1 oz. 38.725 31.107 Ag 999 +0.07 +0.5
% R25 ¢ 12 7| 254 | 38725 | 31107 | #4299 | 007 | 05
Natura - o
RS E»,—..\.
R2 5 W4
R1 2
Krugerrand 1
50¢ S
20 ¢ 50 &
10¢c 20 &
Copper Alloy Coins 10 A
- [R50 | 38725 24450 AlCuNi | =073 - WE R
1 The denominations are featured on the coins in an abbreviated format (e.g. 'R1"), written out in - | 50 fF 4 | 38.725 | 24.450 | 48 S 4% T f 073 | -
full (e.g. 'One Rand') or a combination of a number and rand (e.g.'l Rand'). o ] . N . . i
2 The Diameter is the average diameter of the coin as issued. 1 AR5 FF R (bl4e > R1) ~@ 2 F (bl4oo - ) f&F B EFHF (0
3 The Standard Mass is the minimum mass of the coin or Least Current Mass for precious metal 4o 1 B EF) it o

coins and the average mass for copper alloy coins.
4 The Standard Fineness is the precious metal fineness in parts per thousand.
5 The Remedy Allowable is the deviation allowable from the Standard Mass or Standard Fineness.

3 5 A K T3 e .
BEEEHANLEMER A aBAN LI S B2 s A N2 TIOEE -
Rl YAt

B A P REL R AR S WG -

. P3

[ I PNV )

(b) Circulation coins' issued since 1965

~ 4= 3 1
DENOMINATION® ISSUING METAL DIAMETER® STANDAJRD REMEDY . (b) E 1965 -ﬁ KA *%ﬁz”ﬁﬁ& %
Rand & Cents|  YEARS COMPOSITION (mm) M('A;S)S ALLO(‘?;‘BLE B SEE D i ERi HRELE| FFWHLS
. FEEN i () (5) (%)
RS 2004 - Bi-metal alloy 26.00 9.5 +0.285
1994 - 2003 | Nickel-plated copper 26.00 7.0 +0.210 5HF4F | 2004 # 4= EeRt & 26.00 9.5 & f 0285
R2 2023 - Nickel-plated steel 23.00 6.5 +0.200 1994 & 3 2003 & | 4 H 4544 26.00 7.0 0210
1989 - 2022 | Nickel-plated copper 23.00 5.5 +0.165 2 2023 & 42 44548 23.00 6.5 i f 0.200
. ) ' N
R 003 - Nickel-plated steel 20.00 50 +0.150 1989 & % 2022 & |4F 14544 23.00 5.5 i f 0.165
1990 - 2022 | Nickel-plated copper 20.00 4.0 +0.120 1 g | 2023 #£42 4 H 444 20.00 5.0 & § 0.150
1977 - 1990 | Nickel 31.00 12.0 +0.360 1990 & % 2022 # |4 #4544 20.00 4.0 i f 0.120
1977 & % 1990 # | 4% 31.00 12.0 i £ 0.360
50¢ 2023 - Bronze-plated steel 22.00 4.5 +0.140
1990 - 2022 | Bronze-plated steel 22.00 5.0 +0.150 50 ~ 2023 &4z ity ar | 22.00 4.5 I 0.140
1965 - 1990 | Nickel 27.84 95 +0.258 1990 & 1 2022 & |4httdxT 4 22.00 5.0 & § 0.150
1965 # 1 1990 # | 4% 27.84 9.5 & f 0258
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20¢c 2023 - Bronze-plated steel 19.00 3.0 +0.090 20 &~ 2023 # 4z S 14 4 19.00 3.0 I f 0.09
1990 - 2022 | Bronze-plated steel 19.00 35 +0.105 1990 # % 2022 # |4mHégfdr | 19.00 3.5 i § 0.105
1965 - 1990 | Nickel 2421 6.0 +0.180 1965 # 1 1990 # | 4% 24.21 6.0 & § 0.180
N E2ETR "
10c {2013 - Copper-plated steel 16.00 2.0 +0.060 10 ~ ?(9);3 ; i: S ot ﬁiﬂ; 12.88 ig J;-‘ f g-ggg
1990 - 2012 | Bronze-plated steel 16.00 2.0 +0.060 i J ﬁf‘*“ﬁﬁ o : : L 0.
1965 - 1989 | Nickel 2070 4.0 +0.120 1965 & 3 1989 & | 4% 20.70 4.0 i+ § 0.120
5w 1990 & % 2011 & |4k 454 21.00 4.5 it f 0.135
Sc 1990 - 2011 Copper-plated steel 21.00 4.5 +0.135 1965 & ’: 1989 i gﬁﬁﬂ; 1735 25 J_: g 0.075
1965 - 1989 | Nickel 17.35 25 +0.075 = : : L0
2 A& 1990 # 3 2001 # |4k 454F 18.00 3.0 & ¢ 0.090
2¢ 1990 - 2001 | Copper-plated steel 18.00 3.0 +0.090 . I
1965 - 1990 | Bronze 93,45 40 +0.120 1965 # 3 1990 # | 7 4 22.45 4.0 & § 0.120
1 4 1990 & % 2001 & | 4%+ 4548 15.00 1.5 & f 0.045
le 1990 - 2001 | Copper-plated steel 15.00 L5 +0.045 . I
1965 - 1989 | Bronze 19.05 3.0 +0.090 1965 % 1 1989 & | f & 19.05 30 & 1 009
0.5 &~ 1970 # % 1983 & | ¥ 4 16.21 2.0 it f 0.060
12¢ | 1970 - 1983 |Bronze 16.21 2.0 +0.060 - ;& =
—— : LA RS L R
1 Circulation coins are also referred to as currency or alloy coins. ‘ ;if i . ji- 2 j T W (6 e Sl L A (g
2 The denominations are featured on the coins in an abbreviated format (e.g. 'R1"), written out in 2 AN ff " TP'% (Bldr > R1) ~ @23 (bl4e - ) 2 &I SEFH (6
full (e.g. 'One Rand') or a combination of a number and rand (e.g.'l Rand'). 4o 1 fFaF) it e
3 The Diameter is the average diameter of the coin as issued. 3 8 1;7;3"; FEH N2 T S o
4 The Standard Mass is the average mass of the coin as issued. 4 LAEF P ’Jf]; AR TiaE o
5 The Remedy Allowable is the deviation allowable from the Standard Mass. VTR I
¢ Remedy Allowable is the deviation allowable from the Standard Mass 5 %?*%iﬁ?ﬁrigiifgiﬁﬁ%i°
Schedule 3 & 3
LAWS REPEALED Bk 2 EiEE
No. and year of law Short title Extent of repeal EEEDZ BT fi ’f]é‘ Bk #
Act No.29 of 1944 South African Reserve Bank Act, 1944 The whole 1944 £ % 29 B2 % 1944 & & 208 % 4277 % >3
oz G -
Act No.45 of 1956 South African Reserve Bank Amendment Act, 1956 The whole 1956 & % 45 8% % 1956 & & 2-0E % 42/ % 1t % 320
. Duiz v i Z = ¥
Act No.24 of 1960 South Afr?can Reserve Bank Amendment Act, 1960 The whole 1960 & 5 24 3% % 1960 & & 208 & 4217 i3 1 i 20
ActNo.5 of 1961 South A'frlcan Reserve }?z?nk Amendment Act, 1961 The Whole 1961 & 5 5 8% % 1961 & & 238 % 427743 1 % >
Act No.16 of 1965 Prevention of Counterfeiting of Currency Act, 1965 Sections 8 and 9 1965 & % 16 8.5 % 1965 4 13 i § % 1 4% 5 8iEA % 9if
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BANK OF ISRAEL LAW, 5770-2010

CHAPTER 1
CHAPTER 2

CHAPTER 3
CHAPTER 4

INTERPRETATION

THE BANK OF ISRAEL, ITS OBJECTIVES,
FUNCTIONS, AND AUTONOMY

THE GOVERNOR AND THE DEPUT GOVERNOR
MONETARY COMMITTEE AND ADMINISTRATIVE
COUNCIL

SUBCHAPTER A : MONETARY COMMITTEE
SUBCHAPTER B : ADMINISTRATIVE COUNCIL
SUBCHAPTER C : AUDIT COMMITTEE

SUBCHAPTER D : JOINT PROVISIONS FOR THE MONETARY

COMMITTEE AND THE ADMINISTRATIVE
COUNCIL AND THE ADMINISTRATIVE
COUNCIL

SUBCHAPTER E : CANDIDATE SEARCH COMMITTEE

rd 74T E

LA &, 5|48 AT %
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CHAPTER 5  ACTIONS FOR THE DISCHARGE OF THE
BANK'S FUNCTIONS

CHAPTER 6  MANAGEMENT OF FOREIGN CURRENCY
RESERVES

CHAPTER 7  BANKNOTES AND COINS

CHAPTER 8  BANKING ACTIVITIES OF THE BANK

CHAPTER Y9 THE ECONOMY'S FOREIGN CURRENCY
ACTIVITY

CHAPTER 10 THE EXCHANGE RATE
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CHAPTER 11 REPORTS TO THE PUBLIC 11§ Faosw
CHAPTER 11-1 FINANCIAL STABILITY COMMITTEE FlF 21 smfEetf ¢
CHAPTER 12 FINANCIAL SANCTIONS 12 & wans
CHAPTER 13 PENALTIES ¥ 13 % A5
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CHAPTER 15~ MISCELLANEOUS PROVISIONS 15 & el
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BANK OF ISRAEL LAW, 5770-2010*

Chapter One : Interpretation

1.  Definitions

In this Law—

"The Bank" —the Bank of Israel
"Financial Entity" —each of the following:

(1) A Banking Corporation and an Auxiliary Corporation

(2) A Provident Fund or a Managing Company as defined in the Control
of Financial Services (Provident Funds) Law, 5765-2005;

(3) An Insurer as defined in the Control of Financial Services (Insurance)
Law, 5741-1981;

(4) A Joint Investment Trust Fund as defined in the Joint Investment Trust
Law, 5754-1994;

(5) A Portfolio Manager as defined in the Regulation of Investment Advice,
Investment Marketing, and Investment Portfolio Management Law,
5755-1995;

(6) A Member of a Stock Exchange as defined in the Securities Law;

(7) A Clearing House as defined in the Securities Law;

(8) The Postal Company;'

(8a) A Financial Services Provider as defined in the Control of Financial
Services (Regulated financial services) Law, 5776-2016;

(9) Any other entity providing financial services, as determined by an order
issued by the Governor, with the approval of the Committee.

"The Committee"—the Monetary Committee within the meaning of this term
in Section A of Chapter Four;

* Enacted by the Knesset on 1 Nissan 5770 (16 March 2010); The Bill and the Explanatory Note
were published in Hatsa'ot Chock 485, on 19 Shvat 5770 (3 February 2010), p. 374.
[This translation includes amendments through November 2018.]

! Beginning with the Effective Date of Amendment 11 to the Postal Law, in Clause (8) of the
definition of "Financial Entity", replace "The Postal Company" with "The Subsidiary".
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"The Candidate Search Committee" —the Candidate Search Committee
established under Section 33;

"The Appointment Review Committee"—the committee established under
Section 18b of the Government Companies Law, amended as set forth in
Section 60a(b) of the Government Companies Law;

"The Financial Stability Committee" —the Financial Stability Committee
established under Section 57b;

"The Audit Committee"—the audit committee appointed under Section 23;
"The Postal Company"*—the company, as defined in the Postal Law, 5746-
1986 (hereinafter: the Postal Law), when it provides the financial services as
defined in the Postal Law, on behalf of the Subsidiary within the meaning of
this term in Section 88k of the Postal Law;

"The Internal Audit Law"—the Internal Audit Law, 5752-1992;

"The Banking (Licensing) Law"— the Banking (Licensing) Law, 5741-1981;
"The Companies Law"—The Companies Law, 5759-1999;

"The Government Companies Law"—the Government Companies Law, 5735-
1975;

"The State Comptroller Law"—the State Comptroller Law, 5718-1958
(Consolidated Version);

"The Securities Law"—the Securities Law, 5728-1968;

"The Control of Insurance Law"—the Control of Financial Services
(Insurance) Law, 5741-1981;

"The Banking Laws"—the Banking (Licensing) Law, the Banking Ordinance,
1941, and the Banking (Service to Customer) Law, 5741-1981;

"The Index"—the Consumer Price Index, published by the Central Bureau of
Statistics;

"The Council"—the Administrative Council within the meaning of this term in
Section B of Chapter Four ;

"Currency"—as set forth in Section 1 of the New Sheqel Currency Law, 5745-
1985;

"Foreign Currency"—banknotes or coins which are legal tender in a foreign
country and are not legal tender in Israel;

2 Beginning with the Effective Date of Amendment 11 to the Postal Law, replace the definition of
"The Postal Company" with ""The Subsidiary' —as defined in the Postal Law, 5746-1986".
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BANK OF ISRAEL LAW

"The Financial System"-—a system incorporating the financial entities,
financial markets, financial services and financial products, as well as the
infrastructure for their activities, including payment and settlement systems,
and the interrelationships among them;
"The Supervisor of Banks"— within the meaning of this term in the Banking
Ordinance, 1941;
"The Supervisor of Financial Services Providers"—within the meaning of this
term in the Control of Financial Services (Regulated financial services) Law,
5776-2016;
"The Deputy Governor"—the Deputy Governor appointed under Section 8;
"The Governor"—the Governor of the Bank appointed under Section 6;
"The Israel Securities Authority"—within the meaning of this term in Section
2 of the Securities Law;
"Supervisory Authority"—each of the following, regarding the Financial
Entities supervised thereby:

(1) The Capital Market, Insurance, and Savings Authority;

(2) The Israel Securities Authority;

(3) The Minister of Communication, in respect of the Postal Company;’

"Capital Market, Insurance, and Savings Authority"—within the meaning of
this term in the Control of Insurance Law;

"Banking Corporation" and "Auxiliary Corporation"—as defined in the Banking
(Licensing) Law.

Chapter Two : The Bank of Israel, Its Objectives,
Functions, and Autonomy

2. The Bank of Israel, its Organs, and its Seat
(a) The Bank of Israel is a corporation.
(b) The Bank shall have a Monetary Committee, an Administrative
Council, and a Governor.
(c) The Bank shall be seated in Jerusalem and may open branches and
representative offices in any other location.

3.  Objectives of the Bank
(a) The objectives of the Bank are:

3 Beginning with the Effective Date of Amendment 11 to the Postal Law, in Clause (3) of the
definition of "Supervisory Authority", replace "The Postal Company" with "The Subsidiary" .
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(b)

4.

(1) to maintain price stability as its central goal;
(2) to support other objectives of the Government's economic policy,

especially growth, employment and reducing social gaps, provided
that, in the Committee's opinion, this support shall not prejudice the
attainment of Price Stability over the Course of Time; for this
purpose, "Price Stability over the Course of Time" means a
situation in which the Committee, on the basis of the monetary
policy that it has established, expects the inflation rate to be within
the price-stability range determined per Subsection (b) within no
more than two years.

(3) to support the stability and orderly activity of the financial system.

The Government, in consultation with the Governor, shall determine
the price-stability range for the purposes of Subsection (a)(1).

Functions of the Bank

The Bank's functions are:

(1
2
A3)
4)
)
(6)

()

5.

Managing monetary policy;

Holding and managing the Foreign Currency reserves of the State;
Supporting the orderly activity of the Foreign Currency market in
Israel;

Acting as banker of the Government;

Regulating the economy's payment and settlement systems so as to
ensure their efficiency and stability, including their conformity with
the Payment Systems Law, 5768-2008;

Issuing Currency and regulating and guiding the cash system of the
economy;

Supervising and regulating the banking system in accordance with its
powers under the banking laws and under any other law.

Autonomy of the Bank

To attain its objectives and discharge its functions, the Bank shall be
autonomous in choosing its actions and exercising its powers.

Chapter Three : The Governor and the Deput

Governor
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6. The Governor

The Governor shall be appointed by the President of the State per
recommendation of the Government.

7.  Functions of the Governor

(a) The Governor shall manage the Bank and shall also serve as the
chairperson of the Committee and member of the Council.

(b) The Governor shall serve as advisor to the Government on economic
matters, including with regard to reducing social gaps and reducing
inequality in income distribution.

8. The Deputy Governor and His Functions

(a) The Government shall, per recommendation of the Governor, appoint
a Deputy Governor.

(b) The Governor shall determine the Deputy Governor's functions.

(¢) The Deputy Governor shall be a member of the Committee and the
Council.

9. Taking the Governor's Place

In case the Governor is unable to carry out his functions or has ceased to serve,
the Deputy Governor shall take the place of the Governor and shall be
authorized to exercise the Governor's powers until the state of incapacity ends
or a new Governor is appointed, as the case may be.

10. Term in Office

(a) The Governor shall be appointed to a five-year term and may be
reappointed to one term only.

(b) The Deputy Governor shall be appointed to a five-year term and may
be reappointed to one term only. This notwithstanding, the Deputy
Governor's term in office shall be terminated at the end of one year
after the beginning of a new Governor's term in office, unless his term
in office ends at an earlier date; however, the Government may decide,
per recommendation of the Governor, that the Deputy Governor shall
continue his term in office to its conclusion.

11. Designated Position and Prohibition of Additional Occupation

(a) During any and all of their terms in office the Governor and the
Deputy Governor shall not be members of the Knesset, members of a
municipal authority council, or candidates for either of the foregoing;
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(b) During any and all of their terms in office the Governor and the Deputy

(M
2

3)
“)

)

Governor may not -

be members in the management body of a group of individuals
managing a business for profit;

be members in the management body of a group of individuals
managing a nonprofit business, if this creates a conflict of interests
with the discharge of their duties under this Law;

hold any other post or engage, directly or indirectly, in any business
or in any other occupation;

own shares or any similar right in a Banking Corporation or in
another corporation that is subject to supervision or regulation by
the Bank under the Banking Laws;

hold securities of a corporation registered in Israel and hold in
Israel cash and securities in contravention of rules set forth by the
Government to prevent conflict of interests on the part of ministers
and deputy ministers, mutatis mutandis; the Audit Committee may
approve exceptions to this provision for reasons which shall be
recorded.

(¢) The provisions of Subsection (b) notwithstanding, the Governor or the

Deputy Governor may hold any of the posts hereunder, provided that

no prejudice is caused thereby to their ability to discharge their duties
under this Law or to the Bank's autonomy, objectives, and functions:

()

@)
(€)

member of a commission appointed by the Government or the
Knesset and, regarding the Deputy Governor —the Bank's
representative to the Israel Securities Authority;

an academic teaching post;

with the consent of the Government, a member of an international
commission and an international institution;

and provided the function, except under Paragraph (2), is without any
remuneration or other reward; in respect of a paid academic teaching
post, the rules applicable to State employees who are employed under
senior-official contracts in respect to private employment, mutatis
mutandis.

12. Salary and Terms of Service

(a) The Government shall determine the Governor's salary and terms of
service.
(b) The Deputy Governor's salary shall equal 90% of that of the Governor
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and his terms of service shall be determined by the Government.

13. Termination of the Governor's Term in Office
(a) The President of the State may, per motion of the Government, terminate
the term in office of the Governor if he deems the Governor unfit to
continue his term in office for one of the following reasons:

(1) committing an act unbefitting his status as Governor;
(2) violating the provisions of Section 11;
(3) permanent incapacity.
(b) A motion of the Government to the President as per Subsection (a) shall
be notified to the Knesset Finance Committee when it is submitted to
the President.

14. Termination of the Deputy Governor's Term in Office
The Government may, either per motion of the Governor or after consultation
with him, terminate the term in office of the Deputy Governor if it deems him
unfit to continue his term in office for one of the following reasons:

(1) the Governor is of the opinion that he is not discharging his duties

appropriately;

(2) commission of an act unbefitting his status as Deputy Governor;

(3) violation of the provisions of Section 11;

(4) permanent incapacity.

Chapter Four : Monetary Committee and
Administrative Council

Subchapter A : Monetary Committee

15. The Monetary Committee and Its Functions
The Bank shall have a Monetary Committee whose functions are:

(1) determining policies for the attainment of the Bank's objectives,
including monetary policy;

(2) monitoring the implementation of the policies determined, reviewing
from time to time monetary and economic developments and progress
toward the attainment of the policy targets, and discussing other matters
related thereto;

(3) deciding actions under this Law that the Bank should take for the
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attainment of its objectives; the Committee's decision on the interest rate
that is set for the purposes of monetary policy (hereinafter: the Interest
Rate) shall be for a specified period of time, at the end of which the
Committee shall decide whether to change the Interest Rate or leave it
in effect for an additional specified period of time. This provision shall
not derogate from the Committee's power to also change the Interest
Rate within the period of time specified in a previous decision;

(4) Any other function assigned to it by this Law, including functions
relating to the following: acceptance of deposits and grant of credit as
set forth in Section 36(3) - (5); issuing directives concerning the
holding of Liquid Assets as set forth in Section 38; managing Foreign
Currency reserves as set forth in Section 40; and intervening in trading
in the Foreign Currency market as set forth in Section 53.

16. Composition of the Committee

(a) The Committee shall be composed of six members, amongst them the
Governor, who shall serve as chairperson, the Deputy Governor, a Bank
employee appointed by the Governor, and three additional members
from amongst the public; if no Deputy Governor is serving at a given
time, the Governor shall appoint an additional Bank employee as a
member of the Committee until a Deputy Governor begins to serve.

(b) A member from amongst the public shall be qualified for appointment
ifhe is a resident of Israel, is twenty-five years old or older, and fulfills
one of the following:

(1) holds a Doctoral degree in Economics or Business Administration
and has at least five years of experience in the monetary, financial,
or macroeconomic field;

(2) holds a Master's degree in Economics or Business Administration
and has at least eight years of experience in the monetary, financial,
or macroeconomic field;

(3) hasknowledge, expertise and at least ten years of proven professional
experience in the monetary, financial, or macroeconomic field,
provided that not more than one member is appointed under the
provisions of this Paragraph.

(c) Members from amongst the public shall be appointed by the
Government, per recommendation of the Candidate Search Committee

— 248 —

4 74T

fyke
<=
ETIES

@‘%\'%”"‘J(T‘;’L\E’}E——""" IR A S (r/.‘r;f]g;ﬂ’}u

_“12)7\ }@%ﬁ?%‘ _,E)‘;}'%I\ﬂﬂf'& s T"‘ 23 B &
pﬁ,gzgg%;u IR FRL BT FH T
HEEHB LAt o AERTIFPLE 6500 B4 2
HEHE - v LI

4) mAFERA AL f2 A0 E cRaTATAT M
'f;z PHE36EFQ)HEIFO)HEAT LR 3HE E‘—%}’C
B S #F S ERL MEFG R FTALYL 4

$ 40 ERTF LA T ER G A R E 53 ER LT I
w2 R E AR o

Fl6tx ZEBEEZER

(@ ZF ¢d 6 - F s Y o gl THEITIR -
Bl 1 d P Ehz MEBRE 0 2 3 L kf o
Fz B 2 F S B RFUFET R BRSL TRy 0
PREET 1 EAEBRE LT €2 G\E”i%‘ 43t
RO PF L OF oo

(b) % AWz Hu £F 5008 5|k &% 25 f
4+ B

=

(1) &3 sAHFL
F 2 A8 e A
(2) &3 &A%

B S AV
() Bf W~ £

@

BWREAEP Ly i s B £ 2
I I0 A ERNFLEELHE HRAZFRETEH

zZ*F A ERLHEL Lo
(c) *f M2 &F fbd sofrik § 34 (54T g 4 SiE 4
P22 YRy 35 R ETETELT

— 249 —



BANK OF ISRAEL LAW

as set forth in Section 34 and after consultation with the Appointment
Review Committee as per Section 35.

17. Management of Investments

The rules applicable to the Governor and Deputy Governor under Section 11
(b)(5) shall apply to Committee members.

18. The Committee's Work Procedure

(a) The chairperson of the Committee shall convene the Committee at
least eight times annually; he shall convene a special meeting of the
Committee at the request of at least two members, provided the
number of special meetings does not exceed twelve annually.

(b) The lawful quorum at Committee meetings and for resolutions shall be
a majority of its members, including the Governor, or, in the
Governor's absence from the meeting and with his consent, the Deputy
Governor.

(¢) The Committee's resolutions shall be passed by a majority of its
members participating in the voting; in the event of a tied vote, the
chairperson shall have an additional vote.

(d) The Committee may, in special cases, hold meetings by use of any
means of communication, provided a reasonable attempt was made to
locate all Committee members in order to obtain their consent to such
meeting, and provided all participating members of the Committee
can hear each other simultaneously.

(¢) The Committee shall determine its working procedures insofar as they
are not prescribed by this Law.

19. Publication and Reporting to the Government

(@) The Committee shall publish and report to the Government (in this
Section—Publicize) a summary of its deliberations and resolutions,
the reasoning behind the resolutions, and the numerical results of
voting on the resolutions; said Publication shall take place on the web
site of the Bank or in some other manner the Committee deems fit.

(b) Publication shall take place within two weeks of the date of
deliberations; this notwithstanding, Publication of the Committee's
resolution regarding the Interest Rate or the use of other monetary
tools, as well as a condensed presentation of its reasoning, shall take
place on the day of the resolution.
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(©)

(d)

(e)

®

20. T
(2)

(M

2

3)

“)
)

(6)

The Committee may decide to postpone, for a period of up to six
months, the Publication of a summary of a given deliberation, in
whole or in part, or the Publication of a condensed presentation of the
reasoning behind a resolution concerning the Interest Rate or the
Publication of a resolution on the use of other monetary tools, if it
deems that said Publication, at that time, may prejudice the results of
the monetary policy; the Committee may prolong the non-publication
period for additional periods of up to six months each.

Upon the postponed Publication of the summary of a deliberation, a
condensed presentation of reasoning, or a resolution, the Committee
shall also Publish the reasons for the postponement.

The Committee is entitled not to Publish as per Subsection (a) if it
believes that this may prejudice the status of the Bank or of the State
abroad or their relations with Financial Entities Abroad; in this
Section, a "Financial Entity Abroad" is an entity that resembles the
entities listed in the definition of "Financial Entity" in Section 1 and is
incorporated abroad.

Where the Committee postpones Publishing or does not carry it out at
all as per Subsections (c) or (e), the Governor shall report to the
Minister of Finance in writing, soon after the postponement or non-
Publication, the details of the deliberation or the resolution to which
the decision pertains and shall explain its reasons.

Subchapter B : Administrative Council

he Administrative Council and Its Duties
The Bank shall have an Administrative Council whose duties are:

supervising the orderly and efficient management of the Bank;
discussing the Bank's annual work plan;

approving the annual budget for the Bank's administrative activity
(in this Section - the "Annual Budget");

approving the annual financial statements of the Bank as set forth
in Section 75;

approving the salary terms of Bank employees and changes thereto,
including accompanying terms, and the Bank's salary structure;
appointing an internal auditor for the Bank, per proposal of the
Audit Committee; the Council is authorized to terminate the term
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™)

®)

©

in office of the internal auditor under Section 12(a)(3) of the
Internal Audit Law;

discussing and deciding on recommendations of the Audit
Committee in the matters listed in Section 24(2) and (3);
appointing a Rectification Team within the meaning of Section 21a
(b) of the State Comptroller Law; notwithstanding the provisions of
said Section, the Rectification Team shall be headed by the
Governor.

appointing an accountant-auditor for the Bank and terminating his
services;

(10) discharging any other function imposed upon it by law.

(b) The Council shall publish the main provisions of the Bank's annual

(c)

(d)

M

2

€)

work plan and its main resolutions, the minutes of its meetings, but it
may decide not to publish the minutes of a particular meeting or part
thereof, giving the reasons for its decision in writing.

The Council, within fourteen days of approving the Annual Budget,
shall submit it to the Knesset Finance Committee, divided into fields
of activity and programs; the Knesset Finance Committee shall hold a
discussion on the Annual Budget; soon after the discussion in the
Knesset Finance Committee, the Council shall publish the annual
budget, divided into fields of activity and programs, in Reshumot.

In respect of Subsection (a)(7)—

The provisions of Section 6a of the Internal Audit Law concerning
the management of a public entity and its members shall apply to
the Council after the recommendations of the Audit Committee are
received, and to the members of the Council, and the provisions of
Subsection (b) in said Law in respect of the Superordinate shall
apply to the chair of the Council;

The provisions of Section 7(a) of the Internal Audit Law in respect
of the Superordinate shall apply to the Council after the
recommendations of the Audit Committee are received;

Section 7(b) of the Internal Audit Law shall be read as if "The
Minister in Charge of the Government Ministry, the chairperson of
the board of directors, or the chairperson of an entity that
discharges a duty parallel to that of a board of directors, and also
the Superordinate,” is replaced by "the Governor, the chairperson
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of the Council, and the chairperson of the Audit Committee".

(4) Without derogating from the contents of Section 6 of the Internal
Audit Law, the internal auditor shall also present a report about his
findings to the chairperson of the Council and the chairperson of
the Audit Committee.

21. Composition of the Council

(a) The Council shall consist of seven members: the Governor, the Deputy
Governor, and five members from amongst the public. If no Deputy
Governor is serving at a given time, the Governor shall appoint an
additional Bank employee as a member of the Committee until a
Deputy Governor begins to serve.

(b) A Council member from amongst the public shall be a person who
fulfills the provisions of Section 16a of the Government Companies
Law, mutatis mutandis, provided he fulfills the condition of Paragraph
(1) of said Section and also one of the conditions of Paragraph (2) of
said Section and is a person of stature in the fields relating to the
Council's work and has experience in senior positions in those fields.

(c) The members from amongst the public shall be appointed by the
Government per recommendation of the Candidate Search Committee
as set forth in Section 34 and after consultation with the Appointment
Review Committee as set forth in Section 35.

(d) The Government shall determine, in consultation with the Governor,
the member of the Council from amongst the public who shall serve
as chairperson.

22. Working Procedure of the Council

(a) The chairperson of the Council or, in his absence, his substitute, shall
convene the Council at least six times annually; he shall convene a
special meeting of the Council at the request of at least two members.

(b) The lawful quorum at Council meetings and resolutions shall be a
majority of its members including the chairperson—or, in his absence,
his substitute—and the Governor or the Deputy Governor.

(c¢) Resolutions of the Council shall be passed by majority vote of
members participating in the voting; in the event of a tied vote, the
chairperson shall have an additional vote.
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(d) The members of the Council from amongst the public shall determine
which of them shall be the substitute chairperson of the Council for the
purposes of Subsections (a) and (b).

(e) The Council may, in special cases, hold meetings by use of any
means of communication, provided a reasonable attempt was made
to locate all Council members in order to obtain their consent to such
meeting, and provided all participating members can hear each other
simultaneously.

(f) The Council shall determine its working procedures so far as they are
not prescribed in this Law.

Subchapter C : Audit Committee

23. The Audit Committee

(a) The Council shall appoint from its members from amongst the public
an Audit Committee; the number of members in said committee shall
not be fewer than three; the chairperson of the Council shall not be a
member of the Audit Committee.

(b) The Audit Committee shall appoint one of its members as chairperson.

(c) The decisions of the Audit Committee shall not by prejudiced by
the vacancy of a member of the committee or by a defect in his
appointment or in his continued tenure.

24. Duties of the Audit Committee
The Audit Committee shall—

(1) recommend to the Council, after consultation with the Governor, a
candidate for the position of Internal Auditor of the Bank;

(2) discuss the annual work plan of the Internal Auditor and recommend
to the Council the appropriate budget and personnel standard for its
implementation;

(3) identify defects in the administration of the Bank and suggest to the
Council ways to rectify them; to exercise said duty, the Committee
shall discuss, among other topics, the audit reports of the State
Comptroller and of the Internal Auditor of the Bank and the reports of
the Accountant-Auditor; it shall also monitor the implementation of
the Internal Auditor's work plan and shall discuss such matters as are
brought before it by the Council or by the Governor; said discussion
shall take place in consultation with, inter alia, the Internal Auditor or
the Accountant-Auditor, as the case may be.
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25. Working Procedures of the Audit Committee

(a) The lawful quorum at the meetings and for the resolutions of the Audit
Committee shall be a majority of its members, including the chairperson.

(b) The resolutions of the Audit Committee shall be passed by majority
vote of those participating in the voting; in the event of a tied vote, the
chairperson shall have an additional vote.

(c) The Audit Committee may, in special cases, hold meetings by any
means of communication, provided that a reasonable attempt was
made to locate all members of the Committee in order to obtain
their consent to the holding of such meeting, and provided that all
participating members of the Committee can hear each other
simultaneously.

(d) The Internal Auditor shall receive notices of the Audit Committee's
meetings and may attend them; the Internal Auditor shall attend
Committee discussions of reports that he prepared.

() The Internal Auditor may ask the chairperson of the Audit Committee
to convene the Committee for discussion of an issue specified in his
request, and the chairperson of the Audit Committee shall convene it
within a reasonable time of the date of the request.

(f) Notice about an Audit Committee meeting, at which an issue related
to an audit of the Financial Reports will be raised, shall be presented
to the Accountant-Auditor of the Bank, who may then participate in
the meeting.

Subchapter D : Joint Provisions for the Monetary
Committee and the Administrative Council

26. Restrictions of Service

(a) No person shall be appointed as or serve as a member from amongst
the public of the Committee or the Council if he is a member of the
Knesset, a member of a municipal authority council, or a candidate for
either of the foregoing ;

(b) No person shall be appointed as or serve as a member from amongst
the public of the Committee or the Council (hereinafter: the Position)
if he is-

(1) an employee of the Bank, a person employed in the service of the
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2

3)
4)
®)
(6)
)

Bank, an employee of the State, an employee of a statutory
corporation, and an employee or director of a government company
or government subsidiary as they are defined in the Government
Companies Law;

an employee or an officer of a financial entity or a principal in a
financial entity; for this purpose, the expressions "officer" and
"principal” shall be as defined in the Companies Law;

a person whose business or occupation may create a conflict of
interest with the Position;

a person who has a personal, business, or political relationship with
any minister in the Government;

a person who has been convicted of a crime that, due to its material
or circumstantial gravity, renders him unfit to serve in the Position;

a person who is disqualified from serving as a director of a
corporation under the Companies Law or any other law;

a person who cannot devote the necessary time to the performance
of the Position's duties.

27. Preserving the Effect of Resolutions

The resolutions of the Committee and the Council shall not be prejudiced by
the vacancy of a member's Position or by a defect in the member's appointment
or continued term in office.

28. Term in Office and Termination of Term in Office

(2)

Each member of the Committee and the Council from amongst the

public shall be appointed for a term in office of four years and may be

(b)

(M
2
3)

(2)
3)
4)
(5)
(6)

(7)
% 27 1%
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reappointed to one term only.

The Government may terminate the term in office of a member of the
Committee and the Council from amongst the public if it deems the
member unfit to continue serving for one of the following reasons:

commission of an act unbefitting his status as the holder of the
Position;

violation of the provisions of Section 29 or breach of a restriction
set forth in Section 26;

permanent incapacity.

(¢) The Government may decide on the termination of term in office

under Subsection (b) only after consultation with the Governor in
respect of a member of the Committee and in respect of the
chairperson of the Council, and after consultation with the chairperson
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of the Council in respect of a member of the Council.
(d) The term in office of a Committee or Council member from amongst

the public who is absent from four consecutive meetings of the
Committee or Council or from six meetings of the Committee or
Council within twelve consecutive months, shall be terminated unless
the chairperson of the Committee or the chairperson of the Council, as
the case may be, finds the absence justified.

29. Conflict of Interest

A member of the Committee or the Council who may have a conflict of interest
regarding an issue to be discussed in the Committee or Council shall so advise
either body, as the case may be, and shall not participate in the discussion and
in the voting concerning that topic.

30. Receipt of Information

A member of the Committee and a member of the Council shall receive
information available at the Bank that he needs for the discharge of his
function; a request for the receipt of said information shall be presented to an
employee of the Bank whom the Governor has authorized for said purpose.

31. Remuneration and Expenses

The Government, per motion of the Minister of Finance and in consultation
with the Governor, shall determine the remuneration and expenses that
members from amongst the public on the Committee and Council shall be paid;
said remuneration and expenses shall be included in the Bank's budget.

32. Applicability of Laws

Members from amongst the public of the Committee and the Council shall be subject
to law as if they were employees of the Bank in respect of the following statutes:
(1) The Public Service (Gifts) Law, 5740-1979;
(2) The Penal Law, 5737-1977—1in respect of the provisions pertaining to
public employees;
(3) The Civil Service Law (Restriction of Political-Party Activity and
Fund-Raising), 5719-1959;
(4) The Evidence (Determining Public Employees) Order, 5743-1982;
(5) Elections to the Knesset (Consolidated Version) Law, 5729-1969.
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Subchapter E : Candidate Search Committee

33. Committee for the Search of Candidates from Amongst the

(a)

(b)

(©)

(d)

(e)

Public for Membership in the Committee and the Council

A committee for the search of candidates from amongst the public for
membership in the Committee and the Council shall be established,
comprised of the following:

(1) the chairperson of the Committee, to be appointed by the Attorney

General and qualified to serve as a District Court judge; said
member may be a person who has served as a judge or has retired
from a position in the State Service or in the public service;

(2) two representatives of the public, to be appointed by the

Government per motion of the Minister of Finance, in consultation
with the chairperson of the Candidate Search Committee, who are
either experts on the economy or hold or have held senior academic
posts at institutions for higher education.

In addition to the conditions of eligibility set forth in Subsection (a), a
person is eligible to be appointed as a member of the Candidate Search
Committee if he satisfies the provisions of Section 24(c) of the
Government Companies Law, mutatis mutandis, and if no restriction
as set forth in Section 26 applies to him, mutatis mutandis.

A member of the Candidate Search Committee shall be appointed to a
five-year term in office and may be appointed to additional terms;
when the term in office of a member of the Candidate Search
Committee ends, said member shall continue to serve until another
member is appointed in his stead.

The Government may terminate the service of a member of the
Candidate Search Committee if it finds that said member is unfit to
continue serving as set forth in Paragraphs (1) - (3) of Section 28(b); the
Government may make such a decision in respect of the chairperson of
the Committee only after consultation with the Attorney General.

The provisions of Section 27 shall apply to resolutions of the
Candidate Search Committee and the provisions of Section 29 shall
apply to its members, mutatis mutandis.

34. Duties of the Candidate Search Committee

(@)

The Candidate Search Committee shall recommend to the Government,
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(b)

(©)
(d)

(e)

after consultation with the Governor, candidates for service as members
from amongst the public on the Committee or the Council, as set forth
in Section 16(c) or Section 21(c), as the case may be, after reviewing
their eligibility in accordance with the provisions of Section 16(b) or
Section 21(b), as the case may be, and in accordance with Section 26,
and their suitability for the position, with attention devoted, among other
matters, to the special needs of the Committee or the Council, as the case
may be.

The Candidate Search Committee shall determine its working
procedures, including methods of candidate-search and submission of
candidacy for service in the Position.

The lawful quorum for meetings of the Candidate Search Committee
shall be the chairperson and one additional member.

Resolutions of the Candidate Search Committee shall be passed by
majority vote of committee members participating in the voting; in the
event of a tied vote, the chairperson shall have an additional vote.
The Government, per motion of the Minister of Finance, shall establish
provisions relating to remuneration and expenses for members of the
Candidate Search Committee, to be paid from the State Treasury.

35. Consultation with the Appointment Review Committee

(2)

(b)
(©)

A member from amongst the public of the Committee or the Council
shall be appointed after consultation with the Appointment Review
Committee concerning the satisfaction of the conditions of eligibility
under Sections 16(b) or 21(b), as the case may be, and the restrictions
in Section 26; the Appointment Review Committee shall consult with
the Governor.

A member of the Candidate Search Committee shall be appointed after
consultation with the Appointment Review Committee.

If the Appointment Review Committee decides not to recommend a
candidate for service in any of the positions stated in Subsections (a)
and (b) because a restriction set forth in Section 26 applies to him, said
candidate shall not be appointed to the position.

Chapter Five : Actions for the Discharge of

the Bank's Functions
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36.

Actions for the Discharge of Functions

To attain its objectives and discharge its functions, the Bank may:

(M

2

(€)
“4)

)

issue securities of the Bank, provided that the issue of securities of a
new type for a term not exceeding thirteen months shall entail
consultation with the Minister of Finance, and issuing securities of any
type for a term exceeding thirteen months shall entail his consent;
Perform, on the stock exchange or in another regulated market or off-
market, an action or transaction of any kind that is customary in the
capital, money, and Foreign Currency markets, including in the
derivatives' markets, all of which apply to securities, currency, gold, or
any other asset or instrument as are customary in said markets; provided
the purchase or sale of Government of Israel debentures whose maturity
date exceeds thirteen months from the purchase or sale date, as the case
may be, with the exception of repurchase transactions in such
debentures, shall be executed in consultation with the Minister of
Finance and in such manner that it does not materially prejudice the
ability to raise local debt to finance the Government's activity;

receive deposits from Banking Corporations under conditions set forth
by the Committee;

grant credit to Banking Corporations, under conditions determined by the
Committee in this matter, including conditions regarding the type and
extent of collateral required against said grant of credit and including
conditions imposed upon Banking Corporations regarding their activities
related to the said granting of credit, including interest rates and other
payments they may charge their customers; The aforementioned
notwithstanding, under exceptional circumstances, when the Committee
is of the opinion that there exists a genuine threat to the stability or orderly
activity of the financial system, the Committee may establish conditions
that differ from those it established regarding regular circumstances; such
conditions will apply so long as the credit has not been repaid in full, and
may be established even prior to the granting of the credit;

under exceptional circumstances, when the Committee is of the opinion
that there exists a genuine threat to the stability or orderly activity of the
financial system - grant credit to Financial Entities that are not Banking
Corporations, under conditions the Committee determines with regard
to the said granting of credit, including those stated in Paragraph (4),
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(6)

mutatis mutandis, which shall apply so long as the credit has not been
repaid in full, and may be established even prior to the granting of the
credit and subject to receipt of all information the Bank requires at such
dates and in such manner as it establishes; where said Financial Entity
is supervised by a Supervisory Authority, the Committee shall consult
with the head of the Supervisory Authority;

take any other action the Bank deems necessary, provided it obtains
the approval of the Committee for the type of action at issue; if the
Governor believes there are grounds for said action under
circumstances of special urgency, he may issue instructions to take the
action and shall report to the Committee thereof immediately after the
action is performed.

37. Pledging of Securities or Funds as Collateral for Credit

(a)

Where securities or funds are pledged as collateral for a liability vis-
a-vis the Bank, the pledge shall be valid against other creditors of the
pledgor and it shall be regarded as a first fixed pledge, provided one
of the following exists:

(1) The securities or funds are registered or deposited for the benefit of

the Bank with a financial intermediary, including with the Bank
itself, or the securities are registered or deposited for the benefit of
the Bank, as noted, with a nominee company;

(2) The securities or funds are listed or deposited for the benefit of the

debtor with a financial intermediary that is not the Bank, and the
financial intermediary has undertaken vis-a- vis the Bank as per the
following:

(a) To act in accordance with the Bank's instructions without
requiring the consent of the debtor, and provided that consent of
the debtor for that was received in advance;

(b) Not to enable a debtor to act regarding the securities or the funds
without the consent of the Bank;

(3) Regarding the pledge of funds—the funds are registered or

deposited for the benefit of the debtor to the Bank.

(b) Realization of the lien on the securities or funds serving as a pledge as

per the provisions of Subsection (a) may be carried out by the Bank
even without an order from a court or from the Head of the Execution
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(c)

(d)

(e)

®

Office as per Section 17 of the Pledges Law, 5727-1967, by selling the
securities on the stock exchange, receiving ownership of the securities
or receiving the funds from the financial intermediary, including from
the Bank itself, as relevant, or through another plausible commercial
method.

The Bank may realize such pledge according to the provisions of
Subsection (b) without serving prior notice to the debtor of its
intention to realize the pledge; the Bank is to give the pledge holder
notice of the realization soon after it occurs.

The provisions of this Section shall also apply to a right in a security
or funds, and, in respect of a securities account, to such securities as
are therein from time to time, and in respect of funds, including the
right to receive funds deposited in an account with a financial
intermediary, including with the Bank itself, or the yield or any other
right deriving from said funds, as are therein from time to time.

he provisions of this Section shall apply notwithstanding the
provisions of any other law, including the Companies (New Version)
Ordinance, 5743-1983, the Pledges Law, the Companies Law, and the
Insolvency and Economic Rehabilitation Law, 5778- 2018 (in this
Chapter, the Insolvency and Economic Rehabilitation Law); however,
this Section shall not derogate from the Bank's right to act regarding a
pledge of securities or funds and the realization thereof under the
provisions of any other law.

In this Section,

"Nominee Company"—as defined in Section 1 of the Securities Law;
"Financial Broker"—as defined in Section 50a of the Securities Law,
including a financial broker that is the debtor or the provider of the
pledge.

37a. Restrictions regarding the Application of the Insolvency

(@)

and Economic Rehabilitation Law, 5778-2018

Where a pledge is created as collateral for a liability vis-a-vis the Bank
with regard to the utilization of its powers under law or if the Bank had a
right of lien or right of offset with regard to said liability, and insolvency
proceedings were launched under the Insolvency and Economic
Rehabilitation Law, the provisions of said Law shall not apply to the Bank
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(b)

with regard to an insured creditor, creditor with a right of lien or right of
offset, and it will be permitted to collect its debt as well as to realize the
collateral, the right of lien or right of offset, in the manner in which it
would have been able to realize them if said insolvency proceedings had
not been conducted regarding said corporation.

The provisions of Part 8a of the Companies Law or Part J of the
Insolvency and Economic Rehabilitation Law, shall not apply with
regard to the debt of a corporation vis-a-vis the Bank or with regard to
pledging an asset as collateral for a liability provided as noted, the
right of lien or right of offset, and it will not be possible to change the
terms of their redemption or to adversely impact their presentation
for immediate redemption, including within the framework of
negotiations to formulate a debt restructuring arrangement.

38. Liquid Assets of Banking Corporations

(a)

(b)

(©

(d)

(e)

In this Section—

"Liquidity Directives"— directives issued under Subsection (b);
"Liquid Assets"— assets that the Governor, with the approval of the
Committee, has determined in the Liquidity Directives.

The Governor, with the approval of the Committee, may instruct all or any
kind of Banking Corporations to hold Liquid Assets at a rate and in a
composition that he determines, and he may determine such a rate either
as a percentage of all deposit liabilities of the Banking Corporation or of
all its assets, or both, or in any other manner, and he may also set different
rates for kinds of deposits or assets defined for this purpose.

The Liquidity Directives shall be published in Reshumot and on the
Bank's web site, and they shall include their commencement date,
provided that the said commencement date is at least three days from
the date of the publication on the web site; the version published in
Reshumot shall be the binding version; a notice regarding the issue of
the directives shall be sent to the Banking Corporations to which they
apply on the day they appear on the web site.

The Governor may instruct that a certain liability of a Banking
Corporation be considered a deposit for the purpose of the Liquidity
Directives.

Banking Corporations shall not be paid interest on the Liquid Assets,
in whole or in part, held at the Bank, unless the Liquidity Directives
determine otherwise, and at a rate so determined.
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A Banking Corporation shall, at the demand of the Governor and on
dates that he determines, present the Bank with a report on its
liabilities and assets as is necessary for calculating the amount of
Liquid Assets that it must hold and particulars of the Liquid Assets
that said Banking Corporation actually holds.

If a Banking Corporation fails to hold Liquid Assets in accordance
with the Liquidity Directives, it shall pay interest to the Bank at a rate
determined in the Liquidity Directives, on the difference between the
total amount in Liquid Assets that it has been required to hold and the
total amount in Liquid Assets that it held in respect of any period
during which such difference existed.

The Governor may, with the approval of the Committee, instruct a
Banking Corporation as set forth in Subsection (g), that during a
period specified in such instruction and in the manner specified
therein, such Banking Corporation discontinue or limit the grant of
credit, the performance of investments, or the distribution of profits to
its shareholders, or that such actions be executed under restrictions; If
the Governor so instructed, such instruction shall be published, if the
Governor deems it necessary, in a manner he shall determine.

Information and Reports to the Bank

The Governor, or a Bank employee whom the Governor authorized for
this purpose, may issue an order that requests from a Regulatory
Authority supervising a Financial Entity any information regarding such
classes of transactions or of persons as the Governor determines, with
the approval of the Committee, needed to attain the Bank's objectives
and discharge its functions; if the Regulatory Authority does not provide
the Governor or the Bank employee with the information within a
reasonable time, or if the Financial Entity is not supervised by a
Regulatory Authority, the Governor or a Bank employee whom the
Governor authorized for this purpose may demand the said information
from the Financial Entity, at such time as he may determine.

To attain the Bank's objectives and discharge its functions, the
Governor, with the approval of the Committee, may issue an order
requiring any class of persons, as determined in the order, to provide
the Bank with information, as detailed in the order, necessary for
following developments in the Foreign Currency market in Israel,
including information relating to the following:

(1) transactions carried out by an Israeli resident in Foreign Currency,

in a foreign security, and in real estate abroad;
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(2) transactions between an Israeli resident and a nonresident, in Israel

or abroad, and transactions by an Israeli resident abroad,;

(3) transactions carried out in Israel by a nonresident, excluding

transactions that are ordinarily made by tourists, or in regard to an
asset in Israel, including transactions in Israeli Currency;

(4) the possession by a resident of Israel of Foreign Currency and of a

foreign security and of real estate abroad,

(5) the removal of any asset from Israel and the bringing to Israel of

Israeli Currency or a right to Israeli Currency.

(¢) An order as per Subsection (b) shall establish the following, inter alia:

(1) definitions of the terms "foreign security," "transaction,"

"nonresident," and "Israeli resident" for the purposes of the order;

(2) methods and dates for providing the information.

(d) To attain the Bank's objectives and discharge its functions, the

Governor, or a Bank employee whom the Governor authorizes for this
purpose, may request from a Regulatory Authority information set
forth in Subsection (a), and he may instruct any person to provide any
additional information regarding transactions set forth in Subsection
(b) if the information is required for understanding of a process or
transaction of material importance for the economy; if the Regulatory
Authority does not provide the Governor or the Bank employee with
the information as per Subsection (a) within a reasonable time, or if
the Financial Entity is not supervised by a Regulatory Authority, the
Governor or a Bank employee whom the Governor authorized for this
purpose may demand the said information from the Financial Entity,
at such time as he may determine.

Chapter Six : Management of Foreign
Currency Reserves

40. Management of the Foreign Currency Reserves of the State

(@)

(b)

The Committee, with the approval of the Minister of Finance, may
revise the principles by which the Governor shall determine the
desired level of Foreign Currency reserves over the long term.

The Committee, in consultation with the Minister of Finance, shall establish
guidelines for the investment policy of the Foreign Currency reserves.
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(¢) The Committee shall report to the Minister of Finance, within three
months following the end of each half-year, details about the
management of the Foreign Currency reserves during the half-year
ended, in a format that they shall determine by consent.

(d) The Committee shall publish, within three months following the end of
each year, a report about the principal kinds of currency and securities
of which the Foreign Currency reserves were composed at the end of
said year, in a manner that shall not prejudice the orderly management
of the Foreign Currency reserves; said report shall be posted at the
website of the Bank or in such manner as the Committee deems fit.

Chapter Seven : Banknotes and Coins

41. Issuing Legal Tender

(a) The Bank may issue and re-issue Currency.
(b) Currency issued by the Bank shall be legal tender in Israel in the
amount of its face value.

42. Power to Determine Particulars of Banknotes and Coins

(a) The Governor, with the approval of the Council and the Government,
shall determine the face value, form, content, and other particulars of
banknotes to be issued; said notes shall bear the facsimile signature of
the Governor.

(b) The Governor, with the approval of the Council and the Government,
shall determine the face value, composition, weight, design, and other
particulars of coins to be issued.

43. Commemorative Coins and Special Coins and
Numismatic Items

(a) A coin issued by the Bank that has been declared by the Governor,
with the approval of the Council and the Government, to be a
commemorative coin or a special coin, or numismatic items issued to
the public by the Bank that are legal tender in Israel, shall be delivered
by the Bank, for their sale, only to a company appointed therefor by
the Minister of Finance with the consent of the Governor.

(b) The provisions in Section 42(b) shall apply to coins and numismatic
items as set forth in Subsection (a).
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(©)

The provisions in Subsection (a) shall not preclude the Bank from
keeping commemorative coins, special coins or numismatic items, or
from presenting them as gifts to whomever it deems fit.

44. Prohibition against Issuing Currency

(a)

(b)

No person other than the Bank shall issue or circulate banknotes,
coins, a document, or any other object, that the Governor has
determined may be used as a substitute for Currency.

If a person issues a substitute for Currency in contravention of
Subsection (a), the Governor may confiscate it.

45. Canceling and Replacing Banknotes and Coins

(@)

(b)

(©
(d)

(e)

¢

The Governor may issue an order, with the approval of the Knesset
Finance Committee, determining that banknotes and coins specified
in the order shall cease to be legal tender in Israel (in this Section—
Cancellation Order).

A person who, during the period set forth in the Cancellation Order,
delivers to the Bank, or to whomever the Governor designates in said
Order, banknotes or coins that have ceased to be legal tender
according to the Order, is entitled to receive legal tender of equal value
in exchange therefor; the Governor may establish in the Cancellation
Order a fee that shall be charged in this regard.

A Cancellation Order shall not derogate from any statute that
determines the unit of Currency or any division thereof.

Once a Cancellation Order has been issued, wherever any amount is
payable in cash and said payment can be made only by using a
cancelled banknote or coin, such amount shall be rounded to the
nearest amount that can be paid in legal lender, and where it can be
rounded either upwards or downwards, it shall be rounded upwards.
A Cancellation Order may determine that the provisions of Subsection
(d) shall apply also to a non-cash payment and an entry into a book of
accounts, either compulsorily or at the option of the person making
said payment or entry.

The Governor may determine, in rules, provisions for the withdrawal
from circulation of Currency damaged through use or destroyed and for
its replacement under conditions determined in the rules; rules regarding
a fee for such replacement that the Bank shall charge therefor shall be
determined with the approval of the Knesset Finance Committee.
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46. Currency Services

The Governor, with the approval of the Council, may determine, in rules, the
services the Bank shall provide regarding Currency, the entities to which said
services shall be provided, and the conditions under which this shall be done;
he may also prescribe the fees that may be charged for said services.

47. Rules for Orderly Operation of the Currency System

The Governor, with the approval of the Council, may establish rules necessary
for the orderly operation of the Currency system, including rules—
(1) allowing the continual, orderly supply of Currency of adequate quality;
(2) requiring Banking Corporations and the Postal Company* to take
actions as shall be determined in the rules for the replacement of
banknotes or coins in circulation so as to prevent or cease the use of
counterfeit currency in circulation, to replace the aforesaid with new
legal tender issued, or for other purpose related to the Currency system,
including assurance of the adequate quality of banknotes or coins.

Chapter Eight : Banking Activities of the Bank

48. The Bank as the Government's Banker

(a) The Bank shall be the sole banker of the Government in its Banking
Activity in Israeli Currency. In this regard, "Banking Activity"— any
kind of activity in which a Banking Corporation may engage under the
Banking (Licensing) Law.

(b) The provision of Subsection (a) notwithstanding, the Government may,
per agreement between it and the Bank, obtain certain services from
Banking Corporations or Financial Entities, provided this be done only
in order to manage the Government's debt and fiscal activity.

(c) Payments made by the Government to the Bank for services rendered
to it under Subsection (a), the interest rate that the Bank shall pay the
Government for its deposits at the Bank, and the interest rate that the
Government shall pay the Bank for overdraft balances, shall be agreed
upon by the Bank and the Government.

4 Beginning with the Effective Date of Amendment 11 to the Postal Law, in Subsection 47(2),
replace "The Postal Company" with "The Subsidiary".
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(d) The Government's policy regarding receiving loans and issuing
securities shall be determined in consultation with the Governor or
with a person whom he authorizes for said purpose; said consultation
shall be conducted at least once every quarter.

(e) The administration of State Loans issued in Israel by a law enacted
prior to the publication of this law shall be carried out by the Bank, if
no other provision exists in a law regarding a specific loan.

49. Loans to the Government

(a) The Bank shall not provide the Government with a loan to finance its
expenditures, including via direct purchase of Government debentures
at issuance.

(b) The provision of Subsection (a) notwithstanding, the Bank may
provide the Government, at its request, with a temporary advance to
bridge a gap in the Government's cash flow in executing its budget,
provided the total temporary advance shall not exceed, at any time,
NIS 10 billion, and shall not be extended for more than 150 days per
year; this amount shall be updated on January 1 of each year starting
January 1, 2013, based on the rate of change between the Index
published in December of the year before the date of the adjustment
and the Index published in December of the preceding year.

50. Management of Accounts

(a) The Bank may manage accounts for Banking Corporations and other
Financial Entities and, per decision of the Governor with approval of
the Committee, for foreign central banks, monetary authorities, and
foreign banks, all of which under conditions that the Governor
determines, including the charging of management fees or other fees.

(b) An account with the Bank may be managed in either Israeli or Foreign
Currency, as the Governor determines.

Chapter Nine : The Economy's Foreign Currency
Activity
51. Prohibition of Transactions

(a) The Government, per proposal of the Minister of Finance and in
consultation with the Governor, may determine by order that transactions
under Section 39(b)(1) - (5), in whole or in part, shall be prohibited.
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(b)

(©)

(d)

The provision in Subsection (a) notwithstanding, the Minister of
Finance, with the consent of the Prime Minister and in consultation
with the Governor, may determine as per Subsection (a), if he believes
that circumstances arise justifying the issuance of the order not by the
Government, but such order shall expire, if not ratified by the
Government, within 14 days.

An order under Subsections (a) and (b) may be either general or
related to a class of matters, a specific matter, or a class of persons, and
various definitions therein may differ from those determined under
Section 39(c)(1).

An order under Subsection (a) and an order under Subsection (b) that
has been ratified by the Government, shall expire at the end of six
months after it takes effect, unless a shorter period is stipulated in the
order; the Government, per proposal of the Minister of Finance and in
consultation with the Governor, and with the approval of the Knesset
Finance Committee, may extend the effect of the order for additional
periods of six months each.

52. Supervisory Powers

(2)

(1

2

(€)

(b)
M

The Governor may authorize an employee of the Bank to supervise the
fulfillment of the provisions of an order of the type described in
Section 51 (in this Section— Supervisor), provided that all the
following terms are met:
The Israel Police states, no later than three months from the date on
which it receives the employee's particulars, that they do not object
to the authorization of said employee on grounds of public security,
including grounds of criminal record;
said employee received appropriate training as instructed by the
Governor with the consent of the Minister of Internal Security;
he meets additional terms of eligibility insofar as such are
established by the Governor, with the consent of the Minister of
Internal Security.
To supervise the performance of the Order as per Section 51, the
Supervisor may—
Demand that any person allegedly concerned identify himself by
name and address and present him with an ID card or other official
document that establishes his identity;
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(2) Demand that any person concerned furnish him with any information
or document that may assure or facilitate the performance of the
provisions of an order under Section 51; in this Paragraph, the term "
document" includes output as defined in the Computers Law,
5755-1995;

(3) Enter any place that needs to be entered for the enforcement of an
order under Section 51, provided that a place used as residence is
entered only by court order.

(¢) A Supervisor shall not make use of the powers vested in him under this
Section, except for the discharge of his duties and unless he satisfies
the following two conditions:

(1) wearing, in a visible place on his person, a tag identifying him and
his function;

(2) carrying a supervisor's certificate that attests to his function and
powers, which he shall produce upon request.

Chapter Ten : The Exchange Rate
53. The Exchange Rate

(a) The rate of exchange of the Currency into Foreign Currency shall be
determined by the Foreign Currency market, unless the Government,
in consultation with the Governor, determines another method.

(b) Ifthe Committee believes it necessary for the attainment of the Bank's
objectives and the discharge of its functions, it may decide that the
Bank shall intervene in trading in the Foreign Currency market even
if by doing so it causes a temporary deviation from the desired level
of Foreign Currency reserves as per Section 40; immediately
following this intervention, the Committee shall report it to the
Minister of Finance.

(c) Ifthe Governor believes there is reason for intervention of the sort set
forth in Subsection (b) and, due to the urgency of the matter, the
approval of the Committee cannot be obtained before the intervention,
the Governor may intervene in trading and report his actions and the
reasons for the urgency of the matter to the Committee and the
Minister of Finance immediately after the intervention.

(d) The provision of Subsection (b) notwithstanding, where the Committee
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believes the Bank should intervene in trading in the Foreign Currency
market as provided in Subsection (b), neither for administering the
monetary policy nor to support the stability of the financial system, said
decision is subject to the approval of the Minister of Finance; however,
if the approval of the Minister of Finance cannot be obtained before said
intervention due to the urgency of the required action, the Committee
may intervene in said trading and it shall report its actions and the
reasons for the urgency of the matter to the Minister of Finance
immediately afterwards.

Chapter Eleven : Reports to the Public
54. Annual Report about the State of the Economy

Within three months of the end of each year, the Governor, in his capacity as
advisor to the Government as per Section 7(b), shall present the Government
and the Knesset Finance Committee with a report that contains a survey and
analysis of the state of the economy and the economic policy in the previous
year.

55. Periodic Report on Monetary Policy
(a) No less than twice annually, the Committee shall present the
Government and the Knesset Finance Committee with a report
containing a survey of developments in the field of price stability and
economic developments in the time period covered by the report, and
the policy that the Committee believes necessary for the maintenance of
price stability within the range determined by the Government as per
Section 3(b), and for the attainment of the other objectives in Section 3.
(b) If the inflation rate deviates, during six consecutive months, from the
range determined by the Government as per Section 3(b), said periodic
report shall include details about the reasons for the deviation, the
policy that the Committee has adopted to readjust the inflation rate to
the determined range, and the Committee's estimate of the period of
time required for the attainment of this result; for this purpose, "
deviation of the inflation rate" is the change between the Index most
recently published before the date of the calculation and the Index
published in the same month of the preceding year.
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(¢) The Knesset Finance Committee shall discuss the report presented
under this Section, with the participation of the Governor, immediately
after the report is presented; if a report as per Subsection (b) is submitted,
the discussion shall take place with the participation of the Minister of
Finance as well.

56. Annual Report about the Foreign Currency Reserves
Within three months after the end of each year, the Committee shall present the
Government and the Knesset Finance Committee with a report that shall include
the principles by which the desired level of Foreign Currency reserves over the
long term was determined and the guidelines by which the Bank's Foreign
Currency reserve investment policy for the year ended was determined.

57. Other Reports

The Government and the Knesset Finance Committee may, at any time,
demand that the Bank present them with a report on any matter relating to the
activities of the Bank in discharging its functions.

Chapter Eleven-1 : Financial Stability Committee

57a. The Financial Stability Committee Definitions—
In this Chapter:
"Stabilizing Function"—Each of the following:
(1) The Ministry of Finance
(2) The Bank of Israel
"Systemic Risk"—Risk of a defect or disruption in all or part of the financial
system, the realization of which is liable to cause significant negative impacts
to the economy;
"Financial Supervisory Authority"—Each of the following:
(1) The Supervisor of Banks;
(2) The Capital Market, Insurance, and Saving Authority;
(3) The Supervisor of Financial Services Providers;
(4) The Head of Payment Systems Oversight at the Bank;
(5) The Israel Securities Authority.

57b. The establishment of the Financial Stability Committee

(a) The Financial Stability Committee is hereby established, the members
of which shall be:
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(1) The Governor; (1) %3

(2) The Deputy Governor; (2) &3

(3) The Director General of the Ministry of Finance; (3) B4 Fc3R ﬁ,&% E
(4) The Accountant General at the Ministry of Finance; (4) PAFcin ¢ 2o f,

(5) The Supervisor of Banks;

/= +
(6) The Capital Market, Insurance, and Saving Commissioner within () ﬂ f—li = :' %T# o <A x
the meaning of this term in the Control of Insurance Law, including (6) & ' & & ? = L”f?‘ P R AR
Er

in his role as the Supervisor of Financial Services Providers; ZfPedf < K f?ﬁ FRAR P 'flz EIEA T#
(7) The Head of Payment Systems Oversight at the Bank; 2.8k 'ff ;
(8) The Chairperson of the Israel Securities Authority. (7)) E2A4 8 024 F ;
(b) The Chairperson of the Financial Stability Committee shall be the 8) M3 AFEX A F T RAR
G(.)V.ernor; the. Deputy Chairperson shall be the Director General of the b) % i LT L AN d BB ET ) RAIA D IR
Ministry of Finance. TR
(c) The Head of the National Economic Council which operates by decision B '4‘7\% E
of the government shall serve as an observer on the Financial Stability (c) ®pz )ﬁ“ii— REE2ZRREARLFL €20 BT 4 i
Committee and shall be invited to participate in its discussions. %:% TAF ¢2RRE > TR PN B GER a
(d) The decisions of the Financial Stability Committee shall not be s . .
A _:%’f” —Li»‘ ,7. ﬁ_-_* ‘\‘ ;,‘3‘; J/Jf/f_
prejudiced by the vacancy of a member or observer of the Committee d = ﬁﬁ BELL f 2R TFL L SRR f '
or by a defect in his appointment or continued tenure. BE A FEARR RS P A .

57¢. Functions of the Financial Stability Committee
The Financial Stability Committee shall act with the objective of supporting

5Ttk 2MRITERTIEH

the stability and orderly functioning of the financial system, and to that end: EMBETL] fRAFERM T2 7 RAEFEIT £
(1) Shall promote coordination and collaboration among the financial Ll
supervisory authorities, and between them and the stabilizing functions, (1) BErEEE ﬁﬂ; TRy REFzZRE EiF T WS T}‘ b4
among other things for the following ends: l}.] G EART AR ,i ,:,\, T EIE
a. Definition, analysis, identification, assessment and monitoring of a. AR &z 3;;& N ﬁ AR S IEG R Do &
systemic I'lSk.S, 1nclud1n.g advancmg t.he carrying out of examinations Iy ﬁﬁ T R A LT
by the financial supervisory authorities; . o s o
= 7 B 3 ’ ~N
b. Examination, development and operation of the tools and methods b SARIF SR ﬁ <= # R
for preventing or reducing systemic risks; Rz EEEAp Fﬁg ¥F
(2) Shall issue alerts on concrete systemic risks, as noted in Section 57f, Q) &% 57f g7 B ;]% LAY BN LT %{ﬁ- » TR

and shall recommend, as per the provisions of said section, the I ;P}i’ W VISR AR MR

adoption of means to prevent or reduce said risk;
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(3) Shall monitor the activities taken due to the alert noted in paragraph
(2) and the implementation of the recommendations noted in the same
paragraph;

(4) Shall report to the Prime Minister and the Minister of Finance on
concrete systemic risk, the handling of which involves the use of
public funds, as noted in Section 57g.

57d. The Financial Stability Committee's work procedures

(a) The Chairperson of the Financial Stability Committee shall convene
the Committee twice yearly, at least, and shall be permitted to convene
a special meeting of the Committee, at the request of any member, if
the Chairperson is convinced that there is a reason to do so; the
Chairperson of the Committee shall also convene the Committee at the
request of three of its members.

(b) A majority of the members of the Financial Stability Committee,
including the Chairperson, or in his absence from the meetings—the
Deputy Chairperson, shall constitute a legal quorum for its meetings
and decisions.

(¢) The Financial Stability Committee's decisions shall be reached by
majority vote of its members participating in the voting; if the vote
was tied, the Chairperson shall have an additional vote.

(d) The Financial Stability Committee may, in special cases, hold meetings
via the use of any means of communication, provided that a reasonable
attempt is made to locate all the members in order to receive their
consent to hold a meeting in such a manner, and that all the members
and the observer participating in it can hear each other simultaneously.

(e) The Financial Stability Committee's meetings and any information
provided to it for its discussions shall be classified; however, the
Financial Stability Committee may decide to publish a summary of a
specific discussion, in whole or in part, provided that it finds that
doing so will not impair its ability or the ability of a Financial
Supervisory Authority to carry out its function.

(f) The Financial Stability Committee shall determine its working
procedures so far as they are not prescribed in this Law.

57e. Information sharing

(a) Notwithstanding the provisions of any law, the Financial Supervisory
Authorities shall provide to the Financial Stability Committee any
information in their possession that can assist the Committee in
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carrying out its functions according to this chapter, excluding
intelligence information or information the source of which is a
criminal investigation or administrative inquiry.

(b) Without derogating from the provisions of Subsection (a) and
notwithstanding the provisions of any law, the Financial Stability
Committee may require from the Financial Supervisory Authorities
any information necessary for it to carry out its functions under this
chapter, excluding intelligence information or information the source
of which is a criminal investigation or administrative inquiry.

(¢) The information that will be transferred in accordance with this
section to the Financial Stability Committee is to be aggregate
information, which prevent the identification of a specific person.

(d) Notwithstanding the provisions of Subsection (c), the Financial
Stability Committee may require from a Financial Supervisory
Authority, in accordance with the provisions of Subsection (b),
particular information in its possession, as detailed below, which
prevent the identification of a specific person, if in the Committee's
view, after hearing the position of the Financial Supervisory Authority
regarding it, the said information has systemic importance and is
crucial, in the specific circumstances prevailing in the economy at the
time, to fulfill the functions of the Committee:

(1) Particular information regarding a specific corporation;

(2) Particular information regarding the activity of a financial entity
that is not a corporation, whose scope of activity exceeds the
amount set by the Minister of Finance, in an order, with the consent
of the Governor and with the approval of the Knesset's Finance
Committee; attached to the demand for information in accordance
with this paragraph shall be written reasons.

57f. Alert about concrete systemic risk and recommendations
for the measures to handle it

(a) If the Financial Stability Committee finds that there is a concrete
systemic risk and that adopting measures by the relevant Financial
Supervisory Authorities are likely to prevent or reduce the risk, it is to
send the said Financial Supervisory Authorities a written alert about
said risk and about the need to adopt measures to prevent or reduce it.

(b) If the Financial Stability Committee sent an alert in accordance with
Subsection (a), it may recommend to the Financial Supervisory
Authorities to whom it sent the alert the measures required to prevent
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or reduce said actual systemic risk; if the recommendation was to
promote legislation, the recommendation is to be forwarded as well to
the minister that the legislation is in the area of his responsibility.

(c) Inthe recommendation, a date is to be established for a response by the
Financial Supervisory Authority or the minister to whom the
recommendation was sent (in this section—the recipient); the recipient
is to notify the Financial Stability Committee by the date determined, if
it has adopted the recommendation, and if not—the reasons thereof.

(d) Ifthe Financial Stability Committee finds that the recipient's response
is insufficient, or that the recommendation has not been implemented,
it shall notify the recipient of such.

(e) The Financial Stability Committee may, based on a decision reached
by an 80- percent majority of the participants in the vote, and after it
has heard the recipient, to publish an alert or recommendation that it
provided in accordance with this section, provided it does not include
in said publication particular information that can be used to identify
the activity of a financial entity or customer that are not corporations;
if the Financial Stability Committee decided to publish an alert or
recommendation that it provided, the publication is to include the
stance of the recipient.

57g. Report on concrete systemic risk, the handling of which
requires public funds
(a) If the Financial Stability Committee finds that an actual systemic risk
exists, and that preventing or reducing it will require adopting measures
that involve the use of public funds, it shall report so to the Prime Minister
and to the Minister of Finance; if the Minister of Finance is of the opinion
that such action is required under the circumstances, the Minister of
Finance may update the Chairperson of the Knesset's Finance Committee
on the details of said report and to notify the Chairperson of the Financial
Stability Committee that said update was submitted.
(b) If the Financial Stability Committee finds that the risk noted in
subsection (a) has been removed, it shall report so to the Prime
Minister and the Minister of Finance.

57h. Assisting the work of the Financial Stability Committee

(a) the Financial Stability Committee shall have a Steering Committee
consisting of the following eight members:
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(b)
(©

(d)

(e)

¢

(g

(1) Two senior employees of the Bank, to be appointed by the

Governor; one of those employees, at the Governor's decision, shall
serve as Chairperson of the Steering Committee;

(2) A senior employee of each Financial Supervisory Authority, to be

appointed by the head of that Authority;

(3) A senior employee of the Ministry of Finance, to be appointed by

the Minister of Finance.
The Steering Committee shall be subordinate to the Chairperson of the
Financial Stability Committee.
The Steering Committee shall be responsible for preparing the
discussions of the Financial Stability Committee and for monitoring
the implementation of the Committee's recommendations.
The Chairperson of the Steering Committee shall convene the
Committee a reasonable period of time prior to each meeting of the
Financial Stability Committee, and the Chairperson may convene
additional meetings of the Steering Committee as needed.
The Financial Stability Committee shall determine the working
procedures of the Steering Committee; the Steering Committee shall
determine its working procedures so far as they are not determined by
the Financial Stability Committee.
The members of the Steering Committee may, pursuant to the decision
of the Financial Stability Committee, be present at meetings of the
Financial Stability Committee and view the information provided to it
pursuant to the provisions of this Chapter.
The Bank shall provide clerical services and administrative support to
the Financial Stability Committee and the Steering Committee.

57i. Confidentiality requirement and limitation of use

(a)

(b)

A person who received information due to his function in accordance
with this Chapter shall not disclose it to any other person and shall not
make any use of it, other than to fulfill the said function.
Notwithstanding the provisions of Subsection (a), the Bank may make
use of information received by the Financial Stability Committee as
part of its functions under this Chapter if doing so is required to
achieve the Bank's objectives and to carry out the Bank's functions,
provided that the Bank was permitted to require the said information
under its authority in accordance with Section 39; if the Bank requests
to make use of such information in accordance with this subsection, it
shall notify the Supervisory Authority of its intention to do so.

— 306 —

4 74T

Q) LEREET AL T LFFEAL I Y AL

(3) Hfi?"gz;}c Pl d Mrgdniizh o

@)ﬁﬁif?&%*$@_iif€iﬂo

) BELZF ¢ RFEARBILT ¢ RE2HTE
oo IR ARBETAL ¢ TRERLPAGNA -

d ZALL ¢ LARTABBIAL ¢ F T ghP 28
BTN ZERLELIL €¢R A RTEFREIRLE
TRIFAREL ] € 3k

() £4mfETLAF ¢ RATRAL] ¢2FFRAE A
BE2EERE o d RELF T2 o

() BELAF ¢=] FesmfEedf 242 A&
RBEILF CE¢R ZRTRAZTTILR» £RET
L] FREZFTAH-

(@ *FRBHEmBTAL ¢ 2 AL fRENFTL

IRIEE (A 4 o

E5Ti4 HEZRERER RS

,

() RAFRI > FARGFEH wETHY > 3 T
P2 AFhBET R DI - 0 7 F AR AT
FiEfchz_ize® ik o

b) TR} F@ERT AFsEIRFEY B2 f
EL VS S @%*é@%aiféﬁﬁﬁﬁkT%
B2 ffs b AFe ks 39 FRETE R/EYS
UL R FRARRTE LR M T ’f@;%—xé’%
Pl 2 EIRF A o

I

-\

P
=

jud

ETINS

-



BANK OF ISRAEL LAW

57j. Maintaining the powers of the Financial Supervisory
Authorities and the Stabilizing Functions

The provisions of this chapter do not derogate from the powers of the Financial
Supervisory Authorities and the Stabilizing Functions.

Chapter Twelve : Financial Sanctions

58. Financial Sanction

(@)

(b)

(©)

(d)

If a person violates any of the provisions of this Law as specified
below, the Governor may impose a financial sanction under this
Chapter in the amount of NIS 5 million:

(1) failure to fulfill a condition imposed with regard to receipt of credit

from the Bank under Sections 36(4) or (5);

(2) failure to submit a report at the request of the Governor under

3)

Section 38(f) or presentation of an inaccurate or incomplete report;
failure to terminate or limit the grant of credit, investments or
distribution of profits in accordance with the Governor's directives
under Section 38(h);

If a Banking Corporation is required to hold Liquid Assets at a rate or
in a composition that the Governor determines in Liquidity Directives
under Section 38(b) and fails to do so, the Governor may impose upon
said Banking Corporation a financial sanction under the provisions of
this Chapter, in the amount of NIS 2 million.

If a Financial Entity is asked to provide information under Section 39
(a) and fails to do so, or if it provides information that is inaccurate or
incomplete, the Governor may impose upon said Financial Entity a
financial sanction under the provisions of this Chapter, in the amount
of NIS 500,000.

If a person performs a transaction that is defined as prohibited in an
order under Section 51, the Governor may impose upon said person a
financial sanction under the provisions of this Chapter, in the amount
of NIS 100,000; if said person is a corporation—in the amount of NIS
750,000, and if said person is a Banking Corporation—in the amount
of NIS 1,500,000.
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(e) Ifa person is required to provide information under Section 39(b) or
(d) and fails to do so, or if he provides information that is inaccurate
or incomplete, the Governor may impose upon said person a financial
sanction under the provisions of this Chapter, in the amount of NIS
50,000; and if he is a corporation—in the amount of NIS 100,000.

59. Notice of Intent to Impose Sanction

(a) If the Governor has reasonable grounds to assume that a person has
violated any of the provisions of this Law as set forth in Section 58 (in
this Chapter—the Violator) and intends to impose upon the Violator a
financial sanction in the amount set forth in said Section, he shall serve
the Violator with a notice of intent to impose a financial sanction upon
him (in this Chapter—Notice of Intent to Impose Sanction).

(b) Inthe Notice of Intent to Impose Sanction, the Governor shall note the
following, inter alia,

(1) the action or inaction (in this chapter—the Action) that constitutes
the violation;

(2) the amount of the financial sanction and the period for payment
thereof;

(3) the Violator's right to present his arguments under the provisions of
Section 60;

(4) the rate of the increase to the financial sanction for a continuous or
recurrent violation under the provisions of Section 62.

60. Rights to Present Arguments

Once a Violator is served with a Notice of Intent to Impose Sanction, he is
entitled to present his arguments before the Governor, orally or in writing, as
the Governor may decide, in respect of the intent to impose a financial sanction
upon him and in respect to its amount, within 30 days of the date on which said
notice is served.

61. The Governor's Decision and the Demand for Payment

(a) The Governor shall decide, after considering the arguments presented
under the provisions of Section 60, whether to impose a financial
sanction upon the Violator; the Governor may reduce the amount of
the financial sanction in accordance with the provisions of Section 63.
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(b) If the Governor decides, under the provisions of Subsection (a), to
impose a financial sanction upon the Violator, the Governor shall
serve the Violator with a demand for payment of the financial sanction
(hereinafter—Demand for Payment); in the Demand for Payment, the
Governor shall note, infer alia, the adjusted amount of the financial
sanction and the period for the payment thereof; if the Governor
decides not to impose a financial sanction upon the Violator, he shall
serve the Violator with notice to this effect.

(c) If the Violator fails to present his arguments in accordance with the
provisions of Section 60 within thirty days of being served with a
Notice of Intent to Impose a Sanction, such notice, at the end of the
said thirty days, shall constitute a Demand for Payment served on
the Violator at the said time.

62. Continuous Violation and Recurrent Violation

(a) Inthe event of a continuous violation, the financial sanction set forth for
the violation at issue shall be increased by a financial sanction at the rate
of one-fiftieth thereof for each day on which the violation continues.

(b) In the event of a Recurrent Violation, the financial sanction that may be
imposed for said violation if it were a first violation shall be increased by
an amount equal to one-half of said financial sanction; for this purpose, a
"Recurrent Violation" is a violation of one of the provisions listed in
Section 58, within two years of a previous violation of the provision due
to which a financial sanction was imposed upon the Violator.

63. Reduced Amounts

(a) The Governor may not impose a financial sanction in a lower amount
than that set forth in this Chapter, except in accordance with the
provisions of Subsection (b).

(b) The Governor, in consultation with the Minister of Justice, may
determine, in an Order, cases, circumstances, and considerations
allowing the reduction of the financial sanctions established in this
Chapter, and maximum rates of reduction.

64. Adjusted Amount of Financial Sanction

(a) The financial sanction shall be set at the adjusted amount as of the date
of serving of demand for payment and, in regard to a Violator who has
not presented the Governor with his arguments as set forth in Section
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61(c)—as of the date of serving of Notice of Intent to Impose Financial
Sanction; if a court appeal is filed under Section 68 and the court allows
a stay of payment of said financial sanction—the financial sanction shall
be set at the adjusted amount on the day the appeal decision is rendered.
(b) The Governor, with the approval of the Knesset Finance Committee,
may adjust the amounts set forth in Sections 58 and 70; notice about the
adjusted financial sanction amounts shall be published in Reshumot.

65. Deadline for Payment of Financial Sanction
A financial sanction shall be paid within thirty days of the day on which the
Demand for Payment specified in Section 61 is served.

66. Indexation Differentials and Interest

If a financial sanction is not paid on time, it shall be increased on account of
the period of arrears by indexation differentials and interest under the Interest
and Indexation Ruling Law, 5721-1961 (in this Chapter — Indexation
Differentials and Interest) until it is paid.

67. Collection

A financial sanction shall be paid to the State Treasury and the Tax (Collection)
Ordinance shall apply thereto.

68. Appeal

(a) A Demand for Payment may be appealed in Jerusalem Magistrate's
Court within thirty days of the serving of the demand;

(b) The filing of an appeal shall not delay the payment of a financial
sanction, unless the Governor assents thereto or if the court so orders;

(c) If the appeal is upheld, the financial sanction shall be refunded, plus
Indexation Differentials and Interest from the date it was paid to the
date of the refund.

69. Publication

If a financial sanction is imposed under the provisions of this Chapter, the
Governor may publish, in a newspaper or in any other way, the fact of the
imposition of the financial sanction and its amount, the name of the Violator,
the essence of the violation for which the financial sanction was imposed, and
the circumstances of the violation, and the Governor may order the Violator to
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make such publication.

70. Responsibilities of General Manager of a Corporation to
Prevent Violations

(a) The General Manager of a Corporation is responsible for supervision
and for taking all reasonable measures for the prevention of violations
under Section 58 by the Corporation or by any of its employees.

(b) If the Corporation commits a violation as specified in Section 58, the
General Manager of the Corporation shall be presumed to be in breach
of his duty under Subsection (a), unless he proves that he took all
reasonable measures to discharge his obligation.

(c) If the General Manager is in breach of his supervisory duty under
Subsection (a), the Governor may—

(1) impose upon him; a financial sanction in the sum of NIS 100,000 in
accordance with the provisions of this Chapter;

(2) order the termination of service of the General Manager that
violated the provisions of Subsections 58(a) and (b); if the
Financial Entity is supervised by a Supervisory Authority, the
Governor may issue said order only after consultation with the head
of the Supervisory Authority; the provisions of this Chapter shall
apply in respect to the termination of service, mutatis mutandis.

71. Delegation of Powers

The Governor may delegate his powers under this Chapter, with the exception
of those under Section 70, to the Deputy Governor.

Chapter Thirteen : Penalties
72. Penalties

(a) Any person who issues or circulates banknotes, coins, a document, or
any other object that the Governor has determined that any of them may
be used as a substitute for Currency, in contravention of the provisions
of Section 44, is liable to imprisonment for a term of five years.

(b)  Any person who commits any of the following is liable to imprisonment
for a term of one year:

(1) performs a transaction which is defined as prohibited by an order
under Section 51;

(2) Breaches the confidentiality duty or makes use of information, in
contravention of Section 57i or 80(a) or (c).
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73. Responsibility of an Officer in a Corporation to Prevent
Offenses

(a) An Officer in a Corporation must supervise and do all that is possible
to prevent offenses under Section 72(b)(1) by the Corporation or by
any of its employees; any person violating this provision is liable to a
fine in the amount of NIS 50,000.

(b) Where an offense under Section 72(b)(1) is committed by a
Corporation or by any of its employees, a presumption exists that the
Officer in the Corporation has breached his duty under Subsection (a),
unless he proves he has done everything possible to fulfill his duty.

(c) In this Section, an "Officer in a Corporation" is a director, an active
executive in the Corporation, a partner, except for a limited partner, or
another officer responsible on behalf of the Corporation for the area of
activity in which the offense was committed.

Chapter Fourteen : Salaries of Bank Employees

74. Salaries of Bank Employees

(a) Without derogating from the provisions of Sections 29, 29A, and 29B
of the Foundations of the Budget Law, 5745-1985 (hereinafter—
Foundations of the Budget Law), concerning changes in salaries and
terms of service, examination of deviant agreements, and terms for the
nullification thereof as set forth in said Sections, the following
provisions, in respect of the Bank, shall also apply:

(1) If the Minister of Finance has not made a decision concerning
changes in salary, terms of retirement, pensions, or other work-
related financial benefits as set forth in Section 29(a) of the
Foundations of the Budget Law within sixty days from the day on
which the Bank approaches him with a request for the approval of
an agreement or an arrangement on such a topic, the request shall
be presented to the Prime Minister for his decision; the Prime
Minister shall present the Minister of Finance and the Governor
with his decision about the request within forty-five days from the
day on which the request is presented to him.

(2) If the Bank disputes decisions of the Minister of Finance under
Sections 29, 29A, and 29B of the Foundations of the Budget Law,
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the dispute shall be presented to the Prime Minister for resolution;
the Prime Minister, after giving the parties to the agreement or the
arrangement an opportunity to express their stance, shall present
the Minister of Finance and the Governor with his decision on the
matter within forty-five days from the day on which the dispute is
presented to him.

(3) Ifthe dispute referenced in Paragraph (2) concerns a decision by the

Minister of Finance to issue an instruction about the level of
payment allowed under Section 29A(b)(2) of the Foundations of
the Budget Law and the Prime Minister sustains the Minister of
Finance's decision, the Prime Minister shall specify in his decision
the period of time in which the Bank shall not make payments
beyond the permissible payment.

(4) If the Bank disputes decisions of the Minister of Finance under

Section 29B of the Foundations of the Budget Law, it shall not
begin to implement said decisions until the day on which the Prime
Minister is required to resolve the dispute in accordance with
Paragraph (2) or by the day on which the Prime Minister has
handed down his decision, whichever comes first.

(5) Indecisions of the Minister of Finance under Sections 29, 29A, and

29B of the Foundations of the Budget Law, and in decisions of the
Prime Minister under the provisions of this Section, the Minister of
Finance and the Prime Minister shall bear in mind, inter alia, the
special needs of the Bank and labor relations at the Bank.

Chapter Fifteen : Miscellaneous Provisions

75. Financial Report

(2)

(b)

Within three months as of the end of each year, the Bank shall prepare
an annual financial report, reflecting the composition and value of the
Bank's assets and liabilities as at the last business day of the year, the
outcomes of its operations in said year, and changes in its capital; said
report shall be prepared in accordance with generally accepted
accounting Principles as adjusted to the special activity of a central
bank and shall be audited by the Accountant-Auditor.

Reports as set forth in this Section shall be approved by the Council,
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shall be submitted to the Government and to the Knesset Finance
Committee, and shall be published in such manner as the Council
determines.

76. Transfer of Profits

(a)

(b)

(©)

(M

@)

3)

In this Section—

"Annual Financial Report"—the annual financial report of the Bank,
prepared in accordance with the provisions of Section 75(a);
"Capital"—the capital of the Bank at the year end, including surplus
balances, as shown in the Annual Financial Report, less Net Profits;
"Total Assets"—the total of the Bank's assets at the year end , as
shown in the Annual Financial Report;

"Surplus Balance"—the balance of accumulated profits and losses
from previous years, as shown in the Annual Financial Report;

"Net Profits"—the net profits of the Bank for the year ended, as shown
in the Annual Financial Report; Net Profits shall not include profits
not yet realized as set forth in the Annual Financial Report;

At the end of three months from the end of each year, the Bank shall
actually transfer profits to the Government in accordance with the
following instructions:

If Capital is 2.5 percent or more of Total Assets, an amount equal
to Net Profits, less the Surplus Balance if it is negative, shall be
transferred to the Government.

If Capital exceeds 1 percent of Total Assets but is less than 2.5
percent of Total Assets, an amount equal to 50 percent of Net Profits,
less the Surplus Balance if it is negative, shall be transferred to the
Government.

If Capital is 1 percent or less of Total Assets—profits shall not be
transferred.

The Bank may record capital funds originating in accounting rules,
provided the balance of Net Profits not transferred to the Government
as set forth in Subsection (b) is added in the Annual Financial Report
to the "Surplus Balance" line and is not recognized as some other capital
item, unless the Governor and the Minister of Finance agree otherwise.
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77. Audit by the State Comptroller

(a)

(b)

The Bank is an Audited Body as this term is defined in Section 9(6) of
the State Comptroller Law.

The provisions of the following sections of the State Comptroller Law
shall not apply to the Comptroller's audit of the Bank:

(1) Section 10(b), in respect of a proposal by the Government;
(2) in Section 14(a), the passage from "if he deems it necessary" to

the end of Subsection (a);

(3) Section 20(c), in respect of submitting the report to the Prime

Minister and to the Minister concerned;

(4) Section 21(a), in respect of the Government's request.

(©

The provisions of this Section shall apply to the Bank and its
employees in respect of their activity under any other law, as well.

78. Payment of Fees to the Bank

The Governor, with the approval of the Council, consent of the Minister of Finance
and approval of the Knesset Finance Committee, may determine, by order,
provisions regarding fees to be paid to the Bank for services it provides under this
Law, or under any other law, to Banking Corporations or to any other person.

79. Exemption from Taxes

Regarding payment of taxes, municipal property taxes, fees, and other
compulsory payments, the Bank is of the same status as the State.

80. Secrecy

(a)

(b)

(©
(d)

No person shall disclose information supplied or present a
document submitted to him under this Law; however, he may do so
if the Governor deems this necessary for the purpose of a criminal
proceeding, including a criminal investigation.

The provisions of Subsection (a) notwithstanding, the Governor
may disclose information or present a document to a Supervisory
Authority, provided he is apprised that the information or document is
requested for the discharge of the Supervisory Authority's duties.

No person shall disclose information supplied or present a document
submitted to him under the provisions of Subsection (b).

The provisions of this section shall not apply to information that
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became available to a person by virtue of his position in accordance
with the provisions of Chapter Eleven—1, and shall apply with regard
to information as noted in the provisions of Section 57i.

81. Restrictions after Retirement

The provisions of the Public Service (Restrictions after Retirement) Law,
5729-1969, shall apply to persons who retire from the Bank, including
members of the Committee and the Council, mutatis mutandis; Section 3 of the
said Law shall apply to the Governor, to the Deputy Governor, to an employee
whom the Governor has appointed as a member of the Bank's management,
and to an employee who, immediately prior to his retirement, was ranked at one
of the top five grades of the Bank's employees.

82. Representing the State vis-a-vis International Financial
Institutions
(a) The Bank shall represent the State in any matter relating to the
membership of the State in the International Monetary Fund, the Bank
for International Settlements, and any other international financial
institution per decision of the Government.
(b) The Bank may perform any act required for the purpose of said
representation, including investing in shares of an international
financial institution.

83. Provisions regarding Bills of Exchange Ordinance
For the purpose of the Bills of Exchange Ordinance, the Bank shall be deemed
to be a banker as said term is defined in said Ordinance.

84. Evidence as to Currency

A certificate purporting to have been issued by the Governor or by a person
authorized by him in writing, attesting that the attached thereto is Currency or
counterfeit currency, shall be evidence of said fact so long as the contrary is not
proved.

85. Implementation
The Government is charged with the implementation of this Law.

86. Amendment to the Banking Ordinance - No. 26
In the Banking Ordinance, 1941—
(1) InSection §(B1), the word "realization" shall be deleted and the words
"Section 44A of the Bank of Israel Law, 5714-1954" shall be replaced
by "Section 37 of the Bank of Israel Law, 5770-2010."
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(2) In the initial portion of Section 8D(a), the words "with the approval of
the Government" shall be replaced by "with the approval of the
Committee as defined in the Bank of Israel Law, 5770-2010";

(3) In Section 141(b), the words "at rates that he shall determine" shall be
replaced by "and at maximum rates of reduction";

(4) In Section 15(A2)(a), the words "to show a document," shall be
followed by "to an employee of the Bank of Israel for the discharge of
his duties".

87. Amendment to the Securities Law—No. 40

In Section 1 of the Securities Law, 5728-1968, in the definition of "securities,"
the expression "in the possession of the Government," shall be followed by the
expression "or in the possession of the Bank of Israel".

88. Amendment to the Government Companies Law—No. 26

In the Government Companies Law, 5735-1975, in the Second Appendix,

instead of Item 18, the following shall appear:

"18. The Monetary Committee and the Administrative Council—under the
Bank of Israel Law, 5770-2010."

89. Amendment to the Banking (Licensing) Law—No. 16

In the Banking (Licensing) Law, 5741-1981, in Section 50B(c), the words "at
rates that he shall determine" shall be replaced by "and at maximum rates of
reduction".

90. Amendment to the Banking (Service to Customer) Law
—No. 13

In the Banking (Service to Customer) Law, 5741-1981, in Section 11A(e) the
words "at rates that he shall determine" shall be replaced by "and at maximum
rates of reduction".

91. Amendment to the Control of Financial Services (Insurance)
Law—No. 21

In Section 50b(a) of the Control of Financial Services (Insurance) Law,
5741-1981, the expression "within its meaning in Section 2 of the Securities
Law, 5728-1968," shall be followed by the expression "to the Bank of Israel."

92. Amendment to the Short Term Loan Law—No. 10
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In Section 6 of the Short Term Loan Law, 5744-1984, the ending that begins
with the expression "for the increase or decrease of the means of payment"
shall be replaced by the expression "in order to attain the goals of the Bank of
Israel and to discharge its duties as set forth in Sections 3 and 4 of the Bank of
Israel Law, 5770-2010."

93. Amendment to the Internal Audit Law—No. 4

In the Internal Audit Law, 5752-1992:
(1) In Section 1, at the end of the definition of a "public entity", the
following shall appear:

"(6) the Bank of Israel";
(2) In Section 12(a), Paragraph (2) shall be deleted.

94. Amendment to the Payment Systems Law

In Section 16(c) of the Payment Systems Law, 5768-2008, the word "
realization" shall be deleted, and the expression "Section 44A of the Bank of
Israel Law, 5714-1954" shall be replaced by the expression "Section 37 of the
Bank of Israel Law, 5770-2010."

95. Repeal of Statutes

(a) The Bank of Isracl Law, 5714-1954, is repealed.
(b) The Currency Control Law, 5738-1978, is repealed.

96. Commencement

This Law shall commence on Sivan 19, 5770 (June 1, 2010) (hereinafter— the
Commencement Date).

97. Transitional Provisions

(a) The Governor who was serving before the Commencement Date shall
continue to serve in this post until the end of his appointed term.

(b) The Deputy Governor who was serving before the Commencement
Date shall continue to serve in this post until the end of five years from
the day on which he began to serve, subject to the provisions at the end
of Section 10(b).

(¢) The salary and terms of service determined for the Governor and the
Deputy Governor before the commencement of this Law shall
remain in effect after the commencement of this Law regarding the
Governor and the Deputy Governor who were appointed before the

— 330 —

4 74T

:EPE\'T}\IZ_ (5744- 1984) G OF 6 ERE TR L A s R
,/)k]‘j J)—T:%“}J_? 11§¢'}3711ﬁ;2*§f’i’}f]§f?3ﬁ1
T L s AR (57702010) 4 § 3655 ¥ 4 1557y

PR, e

F 315 AFEBEZIBEEER—F 4%
A l—F\ %Kﬁ#*”;}% (5752-1992) g v —
() & 1iEREF M TOX T8, 2 & BRHIIT-
. .
mA e
|—(6) V] 3IJ§E~‘L{5J ;

(2) % 12 ¥ @)% ¥ Q#b3 #% -

%94 e IR ARSGEZBESLER
ﬁ: Mt k%2 (5768-2008) | % 16 £ % (c)sE 72§
- 3T T d 54472 (5714-1954) 5 % 44A
e s T Tiud 542 (5770-2010) 4 % 3748, o

£ 954 EREL
(a) i d 7142172 (5714-1954) J ¥

‘S‘Z%’* °
(b) [ F%EE 2 (5738-1978) | £k

% 96 4% 478
Aipf & 22010# 6" 1 P47 (UTHEFL D)

%974 BEHKRK
(@) ¥ oz (8t FEIAEHERL L -
(b) 7 Bz GLAS T F 10 FROGITLE
AT FEI R EWER G L -
() A (75 ar3m TR A2 Bl 2 FE JRIFIE
@ g A A ora e AP R GRS TR

— 331 —



BANK OF ISRAEL LAW

(d)

(e)

Q)

(2

commencement of the Law.

Upon the commencement of this Law, the members of the Committee
from amongst the public appointed for the first time shall be appointed
to the following terms: one shall be appointed for two years, one for
three years, and one for four years. The member who is appointed for
two years shall not count this term as a term of service for the purposes
of Section 28(a).

Upon the commencement of this Law, the members of the Council
from amongst the public appointed for the first time shall be appointed
to the following terms: one shall be appointed for one year, two shall
be appointed for two years, one shall be appointed for three years, and
one shall be appointed for four years. Members who are appointed for
one year or two years shall not count this term as a term of service for
the purposes of Section 28(a).

Where no Committee or Council is appointed, the powers vested in
this Law in the Committee or the Council, as the case may be, shall be
vested in the Governor until the appointment of either as aforesaid.
The arrangements between the Bank and the Government, which were
customary before the commencement of this Law, shall continue to
apply in respect of the payments and interest rates set forth in Section
48(c), until agreed otherwise.
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The Central Bank of the Republic
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The Central Bank of the Republic of China (Taiwan) Act

The Central Bank of the Republic
of China (Taiwan) Act

Promulgated on May 23, 1935

Amended on November 8, 1979

Articles 23 and 44 amended on May 21, 1997

(Article 23 amendment effected on July 7, 1999)

Articles 18-1, 18-2 and 18-3 added, Articles 32 and 35 amended on June
5,2002

Article 11-1 added, Articles 3, 6,9, 11 and 38 amended on April 27,2011

Article 25 amended on January 8, 2014

Chapter I General Provisions

(Status of the Bank)
Article 1
The Central Bank of the Republic of China (Taiwan) (hereafter called the

Bank) shall be a government bank and an agency under the Executive Yuan.

(Objectives of the Bank's Operations)

Article 2

The objectives of the Bank's operations shall be:

1. To promote financial stability;

2. To guide sound banking operations;

3. To maintain the stability of the internal and external value of the currency;

4. To foster economic development within the scope of the above objectives.
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The Central Bank of the Republic of China (Taiwan) Act

(Head Office, Branch Offices and Representative Offices)

Article 3

The Bank shall have its Head Office at the seat of the Central Government and
may establish domestic branch offices and representative offices; and, if
necessary, may establish representative offices overseas. The establishment
and dissolution of branch offices and representative offices shall be authorized
by the Board of Directors and reported to the Executive Yuan for approval.

(Capital of the Bank)

Article 4

The capital of the Bank shall be appropriated from the National Treasury. It
shall be fully owned by the Central Government and nontransferable.

Chapter II Organization

(Board of Directors)

Article 5

The Bank shall have a Board of Directors consisting of eleven to fifteen
directors to be nominated by the Executive Yuan and appointed by the
President. A Board of Executive Directors composed of five to seven executive
directors shall be designated among the directors.

The Governor of the Bank, the Minister of Finance and the Minister of
Economic Affairs shall be ex officio directors and executive directors. Among
the directors, there shall be at least one each from the agricultural, the industrial
and commercial, and the banking sectors.

Except for the ex officio directors, the directors shall be appointed for a term
of five years, and may be reappointed upon the expiration of such term.

(Powers and Functions of the Board of Directors)

Article 6

The powers and functions of the Board of Directors shall be as follows:

1. To examine and approve policies concerning money, credit and foreign
exchange;

2. To examine the adjustment of the Bank's capital,;

3. To approve the operation plans of the Bank;

— 340 —

e ¢ EAREY TR

81T B o XA
= 1% ﬂ\rm&"rﬂ“v’ FCRAT R 0 X AR K
7275 e ¢ RPFENRAR A

ﬁie oA R ER KD i AERE

Ao AP

(4
#

=9 4t

o

%2 w o AT A REELZ cHF ALY L
FCRFT 0 A K e

% @

(Z%¥e)

¥ A f AERTITEoETIF-A34T A4
’}’:Pmﬁ’i‘@ Bemoez o R H A T AT A
AR BRE e ?ﬁhﬁ‘zg»,, ¢ o
WIEILE o ",f B PRI 2 “;‘é?»grs,g,
ﬁg%mg,m;¢ Rt Y
BE IR EIAFEFI - 4 o
R AT BT EY LT E S PRER
#BE o

(EF e mi)
£ oxN K mE 2 %r*
-~ 7 Fﬁé% RN 2l K E 2 FRE
¥ e
N ﬂ\f:’d\ﬂ\%?v% %Fiﬂ
CAEEBRF R

W\

— 341 —



The Central Bank of the Republic of China (Taiwan) Act

4. To examine the budget estimate and financial statements of the Bank;

To examine and approve major by-laws and regulations of the Bank;

6. To examine or approve the establishment, adjustment and dissolution of the
Bank's administrative units, branch offices, representative offices and
subsidiary institutions;

7. To approve the appointment and the removal of the heads of the Bank's
administrative units, branch offices, representative offices and subsidiary
institutions;

8. To examine matters proposed by the Directors.

The Board of Directors may delegate all or part of the above powers and

functions to the Board of Executive Directors. The resolution of the Board of

Executive Directors shall be reported to the Board of Directors for record and

approval.

The Board of Directors shall establish rules and regulations of board meetings.

Such rules and regulations shall be reported to the Executive Yuan for record.

e

(Board of Supervisors)

Atticle 7

The Bank shall have a Board of Supervisors, composed of five to seven
supervisors to be nominated by the Executive Yuan and appointed by the
President. The Minister of Directorate-General of Budget, Accounting and
Statistics of the Executive Yuan shall be an ex officio supervisor.

Except for the ex officio supervisor, the supervisors shall be appointed for a
term of three years and may be re-appointed upon the expirations of such term.
The Board of Supervisors shall have a chairman to be elected from among the
Supervisors.

(Powers and Functions of the Board of Supervisors)

Article 8

The powers and functions of the Board of Supervisors shall be as follows:

To examine the Bank's assets and liabilities;

To audit the Bank's accounts;

To examine the reserves for the issuance of currency by the Bank;

To examine the amount of currency issued by the Bank;

To examine and approve the Bank's financial statements;

To investigate any case involving violation of this Act and the by-laws and
regulations of the Bank. The result of such investigation shall be referred to
the Board of Directors for corrective action.

A
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The Central Bank of the Republic of China (Taiwan) Act

(Governor and Deputy Governors)

Article 9

The Bank shall have a Governor with the rank of special appointment and two
Deputy Governors with the rank equivalent to Grade 14; all of whom shall be
appointed for a term of five years and may be reappointed upon the expiration
of such term.

The provision of the preceding paragraph that the rank of Deputy Governor is
equivalent to Grade 14 shall apply to Deputy Governors appointed after the
revision of this Act, amended on 8 April 2011, has come into force.

(Duties of Governor and Deputy Governors)

Article 10

The Governor shall be the chief executive in directing and supervising the
operations of the Bank, shall carry out resolutions of the Board of Directors,
and shall represent the Bank on all occasions. The Deputy Governors shall
assist the Governor in the execution of the above duties.

The Governor shall be the chairman of the Board of Directors and the Board of
Executive Directors. Whenever the Governor is unable to attend in person, the
Deputy Governor designated to act for the Governor shall be the chairman.

(Administrative Units and the Grades and Quotas of the Bank's Personnel)
Article 11

Administrative units established in the Head Office of the Bank shall be named
as Department or Office.

The grades and quotas of the Bank's personnel shall be tabulated separately.

(Personnel Management)

Article 11-1

Except for the appointment, removal, remuneration, retirement and indemnity
of the Governor and Deputy Governors as specified in this Act and other laws,
the regulations for the appointment, dismissal, remuneration, bonus, welfare,
performance rating, incentives and discipline, retirement, indemnity, severance
and other personnel management matters related to the Bank's personnel shall
be proposed by the Bank, authorized by the Board of Directors and reported to
the Executive Yuan for approval.
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The Central Bank of the Republic of China (Taiwan) Act

Chapter 111 Business

(Business Counterparties)

Article 12

Unless otherwise provided by law or regulations, the Bank's operations shall
be circumscribed to business with the following organizations:

1. Government agencies.

2. Banks and other financial institutions.

3. International and foreign financial institutions.

(Issuance of National Currency)

Article 13

The currency of the Republic of China (Taiwan) shall be issued by the Bank.
The currency issued by the Bank shall be the national currency, and shall be
legal tender for all payments within the territory of the Republic of China
(Taiwan).

The Bank shall establish plants under its management to carry out the printing
and minting of the currency.

(Delegation of Issuance of National Currency)

Article 14

The Bank may, whenever necessary, delegate other government-owned banks
to issue currency in designated regions on its behalf, to be regarded as national
currency. The assets and liabilities pertaining to the issuance of such currency
shall be for the account of the Bank.

(Specifications of Notes and Coins)

Article 15

The basic monetary unit of the national currency is Yuan and the subsidiary
currencies are Chiou and Fen. Ten Fens equal to one Chiou and ten Chious
equal to one Yuan.

The denomination, composition, form, and pattern of the notes and coins
issued by the Bank shall be proposed by the Bank, for approval by the
Executive Yuan.

The Bank shall make public the specifications of notes and coins prior to
issuance.
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The Central Bank of the Republic of China (Taiwan) Act

(Reserves against Currency Issuance)

Article 16

Against currency issued by the Bank and its delegated banks, reserves in full
equivalent value shall be maintained in gold, silver, foreign exchange, and
eligible bills and securities.

The issuance of coins shall be exempt from reserves.

(Publication of the Amount and Reserve Status of National Currency)

Article 17

The amount and reserve status of currency issued by the Bank and its delegated
banks shall be made public in regular intervals.

(Exchange and Redemption of National Currency)

Article 18

The Bank shall exchange stained or damaged notes and coins deemed to be
unfit for circulation in accordance with certain standards, and destroy them
according to law.

The Bank may redeem currency issued. Currency redeemed shall no longer be
legal tender. However, the redemption period shall not be less than one year,
during which time holders may exchange redeemed currency with the Bank.

(Maximum Amount of National Currency Carried into or out of the Territory
of the ROC)

Article 18-1

The maximum amount of national currency that may be carried or mailed into
or out of the territory of the Republic of China (Taiwan) shall be prescribed by
the Bank.

Currency in excess of the aforesaid maximum cannot be transported into or out
of the territory.

(Handling of Counterfeit or Altered Currency)

Article 18-2

When financial institutions or other enterprises which are authorized to engage
in foreign exchange business receive counterfeit or altered national currency or
foreign currency, they shall retain, void and destroy those currencies, save that
suspicion of criminal involvement shall be reported to the judicial authority.
Regulations on handling counterfeit or altered currency shall be prescribed by
the Bank.
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The Central Bank of the Republic of China (Taiwan) Act

(Issuance of Gold and Silver Coins and Commemorative Notes and Coins)
Article 18-3

The Bank may issue gold and silver coins and commemorative notes and coins.
Regulations governing the issuance of gold and silver coins and
commemorative notes and coins shall be prescribed by the Bank.

The sale or resale price of aforesaid notes and coins may be higher than their
denomination.

(Accommodations)

Article 19

The Bank may provide the following accommodations to banks:

1. Rediscounts of eligible bills, with maturity not exceeding 90 days for
industrial and commercial bills, and 180 days for agricultural bills.

2. Temporary accommodations not exceeding 10 days.

3. Refinancing of secured loans not exceeding 360 days.

The Bank may impose limits on rediscounts or other accommodations to

banks.

(Establishment of Funds)

Article 20

The Bank, in order to assist economic development, may establish various
funds, using savings deposits re-deposited by financial institutions and other
special funds to refinance medium and long-term loans disbursed by banks.

(Publication of the Discount Rate and the Rates on other Accommodations)
Article 21

The discount rate and the rates on other accommodations shall be determined
by the Bank in the light of prevailing financial and economic conditions, and
made public. However, a branch office of the Bank may establish its own
discount rate and the rates on other accommodations according to special local
financial conditions, with prior approval by the Head Office, and make them
public.
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The Central Bank of the Republic of China (Taiwan) Act

(Exception Management on the Interest Rates of Banks' Deposits and Loans)
Atticle 22

The Bank may, at its discretion and in the light of financial and economic
conditions, prescribe an upper limit for the interest rates of bank deposits, and
approve the range of interest rates on bank loans as proposed by the Bankers
Association.

(Deposit Reserve Ratios)

Article 23

The Bank shall receive and keep reserves against deposits and other liabilities
of financial institutions which are regulated by the Banking Act, and may, at its
discretion, adjust various deposit and other liability reserve ratios under the
following maximum limits in accordance with the regulation governing
adjustment and audit thereof, which shall be prescribed by the Bank:

1. Checking deposits: 25%

2. Demand deposits: 25%

3. Savings deposits: 15%

4. Time deposits: 15%

5. Other liabilities: 25%

The scope of aforesaid other liabilities shall be prescribed by the Bank.

The Bank may, whenever necessary and from a specific date, impose on the
increment of the checking deposits, demand deposits and other liabilities, a
marginal reserve ratio which shall not be bound by the maximum limits on
paragraph 1 of this Article.

The Bank may charge the financial institutions having insufficient reserves, on
the portion of the shortfall, a penalty interest rate not higher than two times of
that prescribed in Article 21 on unsecured temporary advances as stated in
subparagraph 2, paragraph 1 of Article 19.

(Reserves for Indemnity Deposited by Investment and Trust Companies)
Article 24

The Bank shall, in conformity with law, receive and keep reserves for
indemnity deposited by investment and trust companies.

(Minimum Ratio of Banks’ Liquid Assets to Liabilities)

Article 25

The Bank, after consulting with the Financial Supervisory Commission, may
at its discretion, prescribe for banks a minimum ratio of their liquid assets to
various liabilities.
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The Central Bank of the Republic of China (Taiwan) Act

(Open Market Operations - Purchasing and Selling Bonds)

Atticle 26

The Bank may, in the light of financial conditions, purchase and sell in the open
market the bonds issued or guaranteed by the government, financial bonds
issued by banks and bills accepted or guaranteed by banks.

(Open Market Operations - Issuing Certificates of Deposits and Savings
Bonds)

Article 27

The Bank may, for the purpose of regulating monetary conditions, issue
certificates of deposits, savings bonds and short-term bonds, and may purchase
and sell them in the open market.

(Credit Control - Maximum Loanable Ratios of Secured Loans)

Article 28

The Bank may, whenever necessary, prescribe maximum loanable ratios
selectively on the items used as collateral or mortgage of secured loans
extended by banks.

(Credit Control - Amount of Down-payment and Term of Credit)

Article 29

The Bank may, whenever necessary, prescribe and regulate the amount of
down-payment and the term of credit extended by banks for the purchase or
construction of buildings and the purchase of durable consumer goods.

(Administration of Accommodations Extended by Banks to Securities Dealers
or Securities Finance Companies)

Article 30

The Bank shall prescribe and regulate the accommodations extended by banks
to securities dealers or securities finance companies.

(Credit Control - Limit on Credit Lines)

Atticle 31

The Bank may, whenever it deems that the monetary and credit conditions so
warrant, prescribe a limit on various kinds of credit extended by all, or any
category of, financial institutions.
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The Central Bank of the Republic of China (Taiwan) Act

(Exchange of Negotiable Instruments and Clearance of Accounts among
Banks)

Artticle 32

The Bank shall establish clearing houses for negotiable instruments exchange
and clearance of accounts among banks at the sites of Head Office or branch
offices. The Bank may delegate government-owned banks to carry out this
function in places where the Bank has no branch office. Regulations governing
the business of negotiable instruments exchange and clearance of accounts
among banks shall be prescribed by the Bank.

(International Reserves and its Management)

Article 33

The Bank shall hold international reserves, and undertake the overall
management of foreign exchange.

(Adjustment of the Demand for and Supply of Foreign Exchange)

Article 34

The Bank may, in the light of the balance of payments situation, take measures
to adjust the demand for and supply of foreign exchange with a view to
maintaining an orderly foreign exchange market.

(Foreign Exchange Business)

Article 35

The Bank shall undertake the following foreign exchange business:

1. To draw up plans for foreign exchange management and on anticipated
receipts and payments;

2. To authorize and supervise banking and other enterprises engaged in foreign
exchange business;

3. To settle the purchase and sale of foreign exchange;

To examine and approve private outward and inward remittances;

5. To supervise private enterprises' foreign borrowings guaranteed by
authorized banks, with reference to their management and their repayment
schedule;

6. To purchase and sell foreign currencies, bills of exchange and securities;

7. To calculate, compile, analyse and report the receipts and payments of
foreign exchange;

8. Other operations relating to foreign exchange.

Regulations governing requirements of application, the examination procedure,

approval of authorization, the scope of operations, withdrawal of authorization,

and other matters which banking and other enterprises applying to engage in
foreign exchange business must comply with, shall be prescribed by the Bank.

b
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The Central Bank of the Republic of China (Taiwan) Act

(Fiscal Agency and Depository Services for National Treasury)

Atticle 36

The Bank shall effect the operations of the National Treasury and manage the
National Treasury's as well as the Central Governmental agencies' cash
accounts, bills, securities, including receipts and payments, safekeeping and
transfers, and the safekeeping of their other asset documents.

The Bank may delegate, whenever necessary, the operations mentioned above
to other financial institutions in places where the Bank has no branch office.

(Floatation, Redemption and Interest Payment of Government Bonds and
Treasury Bills)

Article 37

The Bank shall undertake the floatation, redemption and interest payment of
central government bonds and treasury bills issued domestically or abroad. The
Bank may delegate the above-mentioned operations to other financial
institutions, whenever necessary.

(Financial Examination)

Article 38

In conformity with the powers and functions authorized by this Act, the Bank,

if necessary, may undertake the inspection of the operations of financial

institutions and the targeted examination of such operations as outlined in

Chapter 3 of this Act; and may direct financial institutions to prepare and

submit, within a prescribed period of time, accurate financial reports, property

inventories or other relevant documents and reports.

If the responsible person(s) or staff member(s) of a financial institution or its

branch office commits any of the following acts when the Bank dispatches

officials to inspect or examine its operations, or directs the financial institution

to prepare and submit accurate financial reports, property inventories or other

relevant documents and reports in accordance with the preceding paragraph,

the financial institution or its branch office shall be liable to a fine of not less

than Two Million New Taiwan Dollars (NT$2,000,000) but not more than Ten

Million New Taiwan Dollars (NT$10,000,000), imposed by the Bank:

1. Refusing to be inspected or examined;

2. Concealing or damaging account books and documents related to business
or financial conditions;
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The Central Bank of the Republic of China (Taiwan) Act

3. Refusing to reply or providing false information to inquiries made by the
examiner without justifiable reasons;

4. Failure to provide accurate and complete financial reports, property
inventories or other relevant documents or reports in a timely manner.

The financial institution or its branch office shall seek recourse from the

responsible person after paying such administrative fines.

(Economic Research)

Article 39

The Bank shall, to facilitate the formulation of financial policies and the
execution of its operations, regularly collect economic information, compile
financial statistics and conduct financial and economic research.

Chapter IV Budget and Financial Statement

(Budget)

Article 40

Before the beginning of each fiscal year, the Bank shall prepare a budget
estimate. The budget estimate shall be examined by the Board of Directors and
processed in accordance with the Budget Act.

(Financial Statement)

Atticle 41

After the close of each fiscal year, the Bank shall settle all accounts and prepare
financial statements. The financial statements shall be examined by the Board
of Directors, examined and approved by the Board of Supervisors, and
processed in accordance with the Financial Statement Act.

(Legal Reserve)

Article 42

At the close of each fiscal year, the Bank shall set aside fifty per cent of its net
profit as legal reserve. In case the amount of the accumulated legal reserve
equals or exceeds the Bank's current capital, the percentage herein prescribed
may, subject to the resolution of the Board of Directors and the concurrence of
the Board of Supervisors, be reduced to a level no lower than twenty per cent.
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(Accounting for the Gain or Loss from the Change of Exchange Rate)

Article 43

The gain or loss from the Bank's assets or liabilities denominated in gold,
silver, foreign currencies and other

forms of international reserve, resulted from changes in parity of the national
currency, or changes in the value, parity or exchange rate of these assets and
liabilities relative to the national currency, shall not be listed in the Bank's
annual income statement.

Any gain from the above changes shall be posted in the Exchange Reserve
Account, and any loss shall be offset in the balance of that Account.

Chapter V Supplementary Provisions

(Effective Date)

Article 44

This Act shall become effective on the date of promulgation.

The effective date of the Article 23 amendment shall be prescribed by the
Executive Yuan.

{ Remarks : This Act is made in Chinese which shall prevail in case of any
discrepancy between the English translation and the Chinese

original. J
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