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FOREWORD

This volume grew out of the decision of the Directors of Supervision, at their Fifth Meeting on 9 — 11 September
1985 in Kuala Lumpur, o update the comparative compilation of banking laws of the SEACEN member countries
undertaken by The SEACEN Centre in August 1982. This revised version reflects the continuing efforts of The SEACEN
Centre to promote closer collaboration and understanding among the SEACEN member central barks and monetary
authorities, which in this instance focusses on supervision and regulation of financial institutions.

The volume consists of three sections. The first section is on Central Banking which gives the pertinent provisions

governing this area; it includes, among others, the functions, powers, reserve requirements, credit and loan policies
of the eight central banks and monetary authorities. The second section on Supervision of Financial Institutions covers
.the provisions giving the central bank supervisory and inspection authority over financial institutions. Under the third
section on Commercial Banking, the listed regulations cover a number of areas, such as licensing, capital require-
ments, operations, priority lending, submission of data and salvency.

The preparation of this publication was based on replies and up-dates from the member central banks and
monetary authorities as of 31 October 1987. The SEACEN Centre takes this opportunity to thank the banking and
supervision departments of the member central banks/monetary authorities for all the information they had provided,
and for reviewing the preliminary draft of this publication. Mr. Dahlan M. Sutalaksana, Assistant Director {Research)
supervised the compilation of this volume. Mr. Gerardo S. Tison edited the whole volume; Mrs. Wong Yoke Mei coor-
dinated its production; and, Miss Karen How provided secretarial support.

Dr. Vicente B, Valdepenas, Jr.
Director
The SEACEN Centre

November 1987
Kuala Lumpur
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Sources:

Symbols:

SOURCES AND SYMBOLS

The banking laws in this compilation are derived from the various bank acts and charters, published
annual reports and bulletins of the eight central banks and monetary authorities which are members of the
South East Asian Central Banks (SEACEN) grouping.

The following symbols are used to convey the corresponding information:
Symbol  Information
n.a. Information not available

n.p. No provision in the Act or Charter
Not applicable or appropriate
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2 Central Banking

Burma

Indonesia

Malaysia

Nepal

A. The Central Bank

Union of Burma Bank (UBB)

Bank Indonesia (BI)

Bank Negara Malaysia (BNM)

Nepal Rastra Bank (NRB)

B. Commencement
‘of Operations

1 October 1947

1 July 1953

24 January 1959

26 April 1956

C. Capital

1. 4 crores of kyats of which one crore shall
be paid-up by the Union Government. The
balance may be issued and subscribed at
any tme by the Government as deter-
mined by the President.

2. The President may determine any increase

1. Rupiah 1 billion subscribed by the State.

2. The capitat can be increased with the
approval of House of Parliament.

1. Commenced operations  with an
authorised capital of M$50 million, of which
M$20 million was paid-up by the Govemn-
ment. These were raised to M$200 million
and M$100 milion, respectively, in
September 1977.

1. Paid-up capital is Rs10 million.

2. His Majesty's Government may, if it con-
siders necessary taking into account the
recommendations of the Board of Direc-
tors, increase or reduce the amount.

REERARRRER
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1 New York representative office

H R RA AR

in the capital.
D. Head Office and * Rangoon Jakarta Kuala Lumpur Kathmandu
Branches 1 branch (Mandalay) 40 branches 9 branches 4 branches

3 sub-branches
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Central Banking 3

Philippines

Singapore

Sri Lanka

Thailand

A. Central Bank

Central Bank of the Philippines (CBP)

Note: Under Section 20, Article Xl of the 1986
Constitution, the CBP shall function as
the central monetary authority until Con-
gress otherwise provides.

The Monetary Authority of Singapore (MAS)

Central Bank of Sri Lanka (CBSL} effective 31
December 1985; previously Central Bank of
Ceylon.

Bank of Thaitand (BOT)

B. Commencement
of Operations

3 January 1949

1 January 1971

28 August 1950

10 December 1942

C. Capital

Authorised capital shall be P10 billion with an
initial subscription of P10 million appropriated
from the defunct Exchange Standard Fund.

Authorised capital: S$30 million. On the estab-
lishment of the MAS, such portion may be paid-
up by the Government. In 1972, the paid-up
capital was raised to S$100 million.

Capital is Rs15 million which is appropriated
from the surplus assets of the Board of Com-
missioners of Currency.

Initiat capital is B20 million, which sum shall be
assigned to it by the State as a grant. Capital
may be increased or reduced with the approval
of the Government, provided that the total
capital does not exceed B100 million at any
one time.

D. Head Office and
Branches

Manila

Quezon City

4 regional offices

11 regional units (cash and clearing)

P ]

Singapore
No branches
1 overseas office in New York

AREARREARR

Colombo
3 regional offices

ek

Bangkok
3 branches: Southern Region, North-Eastern
Region and Northern Region
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4 Central Banking

Burma

Indonesia

Malaysia

Nepal

E. Governing Body

Board of Directors —

1. The Board of Directors is responsible for
formulating policies affecting manage-
ment, operations and administration. The
Board has 7 members:

a) 6 directors appointed by the President;
and,

b) the person holding office as Secretary
to the Union Government in charge of
Finance.

2. Each director serves for a term of 6 years.

3. The President designates the Chairman
and Deputy Chairman bi-annually from the
6 he nominated.

4. The General Manager is the chief execu-
tive officer.

5. Board meets at least once a month.

AREARRERER
i

Board of Directors —

1. The Board is responsible for executing all
banking business, implement monetary
policy and determine the management of
BI.

2. There are not less than 5 and mare than 7
members, excluding the Govemor of BI.
The President shall appoint the Governor
and Directors for a term of 5 years and
designate 2 Directors as Deputy Gover-
nors.

3. The Governor of Bank Indonesia has the
same rank as a cabinet minister.

A KA

Board of Directors ~—

1. The Board shall be responsible for the
policy and administration of BNM and con-
sists of:

a) Governor of BNM who is Chairmany;

b) Deputy Gavernor of BNM; and,

¢) Not less than 5 and not more than 8
Directors appointed by the King.

2. The Governor and Depuly Governor are
appointed for a term not exceeding 5
years and other Directors for a term not
exceeding 3 years.

3. The Board meets not less frequently than
once a month.

et an T

Board of Directors —

1. There shail be a Board of Directors con-
sisting of the following members:

a) Governor;

b) Not more than 2 Deputy Govemnors, if
appointed by His Majesty’s Government
under sub-section (3); and,

¢) 4 other Directors,

2. The Govemor of the Bank shall be

appointed by His Majesty's Government.
His term of office shall be for 5 years but he
may be re-appointed on the expiry of his
terms. His salary, allowances and other
facilities shall be prescribed by His
Majesty's Gavernment.

3. Directors mentioned in clause (c) of sub-

section (1) shall be appointed by His
Majesty's Government for a term of 4
years. In case His Majesty's Govefnment
so considers appropriate, it may re-
appoint him on the same post on the expiry
of his term. He shall receive remuneration
as prescribed by His Majesty's Govern-
ment for each day he attends the meeting
of the Board.

4. The Board is required to meet 6 times a

year or at least once in 3 months.

AR K




Central Banking 5

Philippines

Singapore

Sri Lanka

Thailand

E. Governing Body

Monetary Board —
1. The Board consists of 7 members:

a) Governor of the CBP who is Chairman of
the Board and appointed by the Presi-
dent for a term of 6 years;

b) Secretary of Finance;

c) Director-General of National Economic
and Development Authority (NEDA);

d) Chairman, Board of Investments;

e) Secretary of Budget; and,

f) 3 part-time members from the private
sector to be appointed by the President
for a term of 6 years.

In lieu of {c) and (d) above, such head of
any other financial or economic agency or
department of the Government as the
President may determine. Whenever the
Governor is unable to attend meeting of
the Board, the Senior Deputy Governor
acts as Chairman. In the case of other
Board members named in (b), (¢) and (d),
their respective alternates attend, as
follows:

a) For the Secretary of Finance, his desig-
nated Undersecretary;

b) For the Director-General of the National
Economic and Development Authgrity,
his designated Deputy Director-Gen-
eral;

c) For the Chairman of the Board of Invest-
ments, his designated Vice-Chairman of
the Board; and

d) For the Secretary of Budget, his desig-
nated Undersecretary.

Note: Under the 1986 Constitution, the mem-
bers of the governing board of the cen-
tral monetary authority must be natural
born Filipine citizens, of known prabity,
integrity, and patriotism, the majority of
whom shall come from the private sector,
subject to such cther qualifications and
disabilities as may be prescribed by law.

2. Exercise of Authority by the Monetary

Board:

a) Prepare and issue rules and regulations
as it considers necessary for the effec-
tive discharge of the respensibilities and
exercise of the powers assigned to the
Monetary Board and to the Central Bank
under the Charter;

Board of Directors —

1. The Board is responsible for the policy and
general administration of MAS and con-
sists of 7 members:

a) Minister of Finance who is the Chair-
man; and,

b) 6 other Directors appointed by the Pres-
ident for a term of 3 years. The Presi-
dent may appoint one of these Directors
o be the Managing Director.

2. The Chairman shall summon meetings as
often as required but not less than once
every 3 months.

kKRN

Monetary Board —

1. The Monetary Board shall determine the
policies and measures to be taken and be
responsible for the management, opera-
tions and administration of CBSL. The
Board consists of 3 members:

a) Governor of CBSL who is the Chairman;

b) The Secretary to the Ministry of Finance;
and,

¢) A third member appointed by the Pres-
ident.

The term of the Governor is for 6 years.

If the Minister of Finance and CBSL are
unable to agree on monetary policy, the
Minister may inform the Board that the
Government accepts responsibility for the
adoption by the Board of a policy accept-
able to the Government and direct that
such policy be adopted by the Board and
such direction shall be carried cut by the
Board.

4. The Board is required to meet at least once
in 2 weeks and as frequently as needed.

RAEHRRETN

Court of Directors —

1. The general supervision of BOT is vested
in the Minister of Finance.

2. The general administration shalt be
entrusted to a Coun of Directors consisting
of not less than 7 members:

a) Governor of BOT who is the Chairman;

b) Deputy Governor of BOT who is the
Vice Chairman; and,

c) Not less than 5 members.

The Governor and the Deputy Governor
are appointed by the Crown upon the
recommendation of the Cabinet. Other
members are appointed by the Cabinet
upon the recommendation of the Minister
of Finance.

3. The Court is responsible for:

a) Establishment and abolition of branches
and agencies;

b) Determination of conditions and limits of
business as authorised by Royal
Decree;

¢) Determination of standard rates of dis-
count and interest;

d) Granting credit;

e) Presenting  annual
reports; and,

f) Making regutations of BOT.

accounts and

4. The Court meets not less than once a
menth.

ARRAXNRS
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Central Banking 7

Philippines

Singapore

Sri Lanka

Thailand

b) Direct the management, operations and
administration of the Central Bank, re-
organise its personnel, and issue such
rules and regulations as it may deem
necessary or convenient for this pur-
pose;

¢) On the recommendation of the Gover-
nor, appoint, fix the remunerations and
other emoluments, and remove person-
nel of the Central Bank, with the excep-
tion of the Governor, subject to pertinent
civil service rules; and,

d) Authorise such expenditures by the
Central Bank as are in the interest of
effective administration and operations
of the Bank in accordance with applica-
ble laws and regulations.

The Monetary Board meets as frequently
as necessary and not less than once every
2 weeks.

EAREERRIRR




8 Central Banking

Burma

Indonesia

Malaysia

Nepal

F. Functions

Contribute to monetary stability.

Contribute to stability of currency in relation
to foreign currencies.

Contribute to the development of produc-
tive resources and a rising levet of real
income.

Sole right to issue bank notes and coins.

Maintain an international reserve consist-
ing of geld or foreign currencies and secu-
rities. The value of the reserves shall not be
less than 25% of the Bank’s liability on
account of deposits and currency in circu-
lation. The Bank may with the prior
approval of the President hold less than
25% specified.

Fiscal agent and banker to the Govern-
menit, its constituent units and duthorities. It
may represent the Government in deal-
ings, negotiations, or transactions with the
IMF, IBRD or other institutions.

Advise the Government on monetary impli-
cations of fiscal developments and com-
templated operations by the Government
involving external or internal borrowing.
Bank shall suggest remedial measures to
counter unfavourable movements in inter-
nafional reserves.

Official depository of Government.

Take loans for the business of the Bank
and give security for such borrowing pro-
vided that the amount at no time exceed
paid-up capital and Reserve Fund of the
Bank with the approval of the President.

ek AR

Sole right to issue banknotes and coins as
legal tender.

Promote a sound development of credit

and banking business.
The cashier of the government.

Assist the government in the placement,
administration and settlement of govern-
ment's bonds.

Promote the mobilization of funds of the
community by banks for purposes of pro-
ductive and planned development effort.

Regulate, safeguard and maintain the sta-
bility of the value of the rupiah.

kR Rk kRkR

10.

11.

- Issue currency in Malaysia and to keep

reserves to safeguard the value of the cur-
rency. Sole right to issue notes and coins.

. Banker and financial adviser to the

Government.

. Promote monetary stability and a sound

financial structure.

.. Influence credit situtation to the advantage

of country.

. Maintain a reserve of external assets to

meet obligations. Total value of assets
shall not be less than such percentage of
BNM's noles and coins in circulation as
Minister of Finance by notice in the
Gazette, declares to correspond toc the
minimum reserve of external assets which
the Board of Commissioners of Currency,
Malaya and British Borneo would have
been required to maintain (80.59 percent):

. Agent of the Government under the

Exchange Control Act 1953

. Banker and financial agent to the Govern-

ment.

. To act as correspondent, banker or agent

for any central bank or other monetary
authority for any international bank or inter-
national monetary authority established
under Government auspices.

. Promote and maintain banking services for

the public and further high standards of
banking.

BNM shall not engage in trade or have a
direct interest in any undertaking except
with the approval of the Minister of Finance
in undertakings set up to promote the
development of money market or sec-
urities market or for financing economic
development in Malaysia, and except in
the course of settlement of debts due to
BNM.

Establish a Clearing House in Kuala Lum-
pur and in such places considered neces-
sary to facilitate clearing of cheques and
other credit instruments. ’

HRIERRAAAE

Sole right to issue Nepalese currency
notes.

Render advice to His Majesty's Govern-
ment on financial matters.

Stabilise exchange rate of Nepalese cur-
rency to ensure convenience and
economic interest of general public.

Mobilise capital for development and
encourage trade and industry.

Develop the banking system.

Maintain adequate international reserves to
meet needs of country.

Act as fiscal agent and banker to Govern-
ment.

Act as bankers' bank and a lender of last
resort.

Mobilise capital and manage public debt.

ek h ko Kok




Central Banking 9

Philippines

Singapore .

Sri Lanka

Thailand

F. Functions

Constitutional mandate:

a) Provide policy direction in the areas of
money, banking and credit.

b) Have supervision over the operations of
banks and exercise such regulatory
powers as may be provided by law over
the operation of finance companies and
other institutions performing  similar
functions. -

c) Regulate foreign loans obtained or
guaranteed by the government.

Statutery mandate:

a) Prepare forecasts of the balance of pay-
ments of the Philippines, statistics on
the monthly movement of the money
supply and of prices and other statisti-
cal series and economic studies useful
for the formulation and analysis of
monetary, banking and exchange
policies.

b) Supervise, examine and/or regulate all
banking institutions, including Govern-
ment credit institutions, and non-bank
financial institutions.

¢) Maintain par value of the peso and the
convertibility of the peso into other freely
convertible currencies primarily  for,
although not necessarily limited to, cur-
rent payments for foreign trade and
invisibles.

d) Has sole right and authority, to issue
currency notes and coins within Philip-
pine territory.

e) Endeavour to control any expansion or
contraction of money supply, in the level

. of credit or any rise or fall in prices
which may be prejudicial to the attain-
ment or maintenance of a balanced and
sustainable growth of the economy.

Maintain Bank's international reserves

adequate to meet any foreseeable net

demands for foreign currencies.

g) Buy and sell gold in any form to be
made in the national currency at the
effective exchange rate or rates and at
the prevailing international market price
as determined by the Monetary Board.

h) Buy and sell foreign notes and coins,

and documents and instruments of

types customarily employed for the
international transfer of funds and may
engage in future exchange operations.

Regulate foreign exchange operations

of banks.

—
=

—

Act as banker to and financial adviser of
Government,

Promate, within the context of general
econormic  policy of the Government,
monetary  stability and credit and
exchange conditions conducive to growth
of the economy.

Exercise powers to perform duties and
functions transferred to MAS regarding
banks, finance companies, insurance
companies, securities’companies, futures
companies and exchange control.

ARRKERKENRE

. Regulate the supply, availability and cost

of money.

. Maintain the par value of the rupee and to

regulate its exchange rate with other cur-
rencies and to ensure its full use for current
transactions. The CBSL shall maintain an
international reserve adequate to meet any
unforeseeable deficits in the balance of
payments.

. Make loans to or take loans from any

institution and engage in transactions with
foreign commercial and central banks,
international  financial  institutions  and
foreign governments and agencies.

4. Has the sole right to issue currency.

5. Encourage and promote full development

10.

11.

of the country's productive resources.

. Carry out open market operations to

increase liquidity or stabilise the values of
Government securities and CBSL obliga-
tions and increase or decrease money
supply and cost of money.

. Buy and sell Government securities and -

issue, place, buy and sell freely negotiable
securities issued by CBSL.

. Give guarantees for Government and its

agencies.

. As agent of Government, CBSL manages

the public debt.

Submit to the Minister of Finance on or
before 15 September a confidential report
analysing the monetary situation and exa-
mining the effect of current fiscal policy to
be used for preparing the budget.

Act as the fiscal agent and banker of Gov-
ernment and is the official depository.

Provide facilities for clearing transactions
among banks. Deposit reserves serve as
the basis for. clearing of cheques.

ok ok k

. Has sole right to issue and manage bank-

notes including other printings as
approved by the Minister and manage the
reserve as provided in Chapter IV of the
BOT Act, B.E. 2485.

. Accept money an current account without

interest from financial institutions and
Government.

. Purchase, sell and re-discount bills of

exchange and promissory notes arising
aut of bona-fide trade or commercial trans-
actions bearing two or more goed signa-
tures, one of which shall be that of a bank,
or other financial institutions, and maturing
within such period as may be fixed by the
Court of Directors, but not exceeding 6
menths from the date of such purchase or
re-discount, exclusive of days of grace.

. Purchase, sell and re-discount bills of

exchange and promissory notes arising
from industry, agriculture, animal hus-
bandry, forestry, fishery, mining, salt farm-
ing, sitk spinning, or bills of exchange and
promissory notes issued for the purpose of
financing operations relating to an interna-
tional buffer stock of which Thailand is a
member and by virtue of which Thailand is
permitted by the International Monetary
Fund for this purpose.

. Purchase from and sell to banks, foreign

exchange via the Exchange Equalization
Fund.

. Keep balances with  Government

Treasuries and other banks and retain with
them either repayable at call or at notice or
at fixed dates such sums as may be
deemed appropriate.

. Grant loans on the security of:

a) Government securities or securities
guaranteed as to principal and interest
by the Government;

b) Gola, silver or documents of title of the
same;

c) Such bills of exchange or promissory
notes as are eligible for purchase or re-
discount under (3) above;

d) Such bills of exchange or promissory
notes as are €ligible for purchase or re-
discount under {4) above;
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Central Banking 11

Philippines

Singapore

Sri Lanka

Thailand

) Authorise the extension of rediscounts,
discounts, loans and advances to bank-
ing institutions in order to regulate the
volume, cost, availability and character
of bank credit and to provide the bank-
ing system with liquid funds in times of
need, to make full use of the credit
operations whenever national monetary
policy requires an expansion of the
money supply and to refrain from
extending credit to banks as long as
inflaticnary dangers exist.

k} Carry out open market operations exclu-
sively for the purpose of achieving the
objectives of national monetary policy
and to buy and sell in the open market
for its own account government securi-
ties and to issue and negotiate Central
Bank obligations; decisions on such
operations shall be governed by its
effect on the balance of payments and
the volumne in money supply.

I} Make suggestions or recommendations
to government-owned corporations
which perform banking or credit func-
tions for the more effective coordination
of their policies with those of the Central
Bank. )

m)Act as the fiscal agent, financial advisor,
banker and official depository of the
Government, its political sub-divisions
and instrumentalities.

n) Issue obligations of, and for amount of,
the Government, provided that the Cen-
tral Bank does not subcribe to the issue
of such securities or guarantee their
placement. -

o) Administer a Securities Stabilization
Fund for account of the Government for
the purchase and sale in the open mar-
ket of government bonds and other evi-
dences of indebtedness to increase the
liquidity and stabilize the value of said
securities, 10 promote private invest-
ment in Government obligations and to
maoderate price fluctuations of said obli-
gations.

p) Administer the Security Printing Plant
and the Mint and Gold Refinery.

Jokk ok sk

e) Promissory notes of any bank sup-
ported by documents of title to goods
which have been transferred or pledged
to any such bank as security for a cash
credit or overdraft granted for bona-fide
trade or commercial transactions; and

f) Securities of foreign governments.

8. Grant loans to financial institutions on the
security of shares of banks, financial
institutions or any other companies, or
properties other than those specified in (7),
only in cases where such financial institu-
tions are facing or about to face a financial
crisis, the consequences of which may
materially and adversely affect the financial
system generally, The Court shall have
power to fix the terms and conditions of

- such loans as it deems appropriate.

9. Grant money as initial capitai of the
Deposit Insurance Institution to be estab-
lished by the Government, in accordance
with the conditions prescried by the
Court.

10. Grant unsecured loans to the Government,
through the Ministry of Finance, for expen-
ditures authorised in the ordinary budget
up to an amount not exceeding 25% of
such expenditures and subject to repay-
ment within the first quarter of the suc-
ceeding fiscal year.

11. Issue demand drafts made payable at its
own offices or agencies.

12, Subscribe to, and purchase and sale of,
securities of the Government of Thailand
‘and foreign governments, securities of
international financial institutions of which
Thailand is a member, which include
instruments issued by the specialised
agencies of the United Nations as evi-
dence that holders of such instruments
participate with these specialised agen-
cies in extending loans to member govern-
ments or organizations of said member
governments of the said specialised agen-
cies in an amount as specified in such
instruments and foreign trustee securities.

13. Take care of monies, securities and other
articles of value and the coflection of the
proceeds, whether principal or interest, of
any such securities.

14, Purchase and sell goid and silver.
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Central Banking 13

Philippines Singapore Sri Lanka Thailand

15. Borrow money for the maintenance of the
stability of the value of the currency by
issuing bills which have a fixed date of
payment, bonds or other instruments with
the approval of the Minister of Finance, or
the borrowing of money for the purposes of
its business and the giving of security for
the money so borrowed.

16. Conduct of international financial transac-
tions, subject to the approval of the Minis-
ter of Finance.

17. Sell and realize all properties, whether
movable or immovable, which may in any
way come into its possession in total satis-
faction, or part satisfaction, of any of its
claims.

18. Administer a bank clearing system.

19. Accept monies for account of the Ministry
of Finance and make repayment there-
from; execute the Government's exchange
remittance and banking operations and
issue and manage loans as provided in
Chapter VI of the BOT Act, B.E. 2485.

20. Act as agent of the Government in the
transaction of any of the following kinds of
business:

a) the purchase and sale of gold and
silver;

b} the purchase, sale and transfer of bills
of exchange, securities and shares,

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

d) the control and centralization of foreign
exchange; and,

e) the transaction of any other Govemn-
ment’s business which may be
entrusted to it.

21. Repurchase Government and Government
Guaranteed Bonds from financial institu-
tions.

22, Restructure and develop the financial
institution system via the Financial Institu-
tion Development Fund to accord it
strength and stability.

ko dkk sk
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G. Powers

The Bank may make advances to Govern-
ment to finance authorised expenditures
provided they do not exceed 15% of the
estimated revenue of Government and is
repaid not later than 6 months after-the
date of making advances.

Interest Rates: UBB may fix maximum
interest rates or payment banks may
charge for different types of loans and
advances or other credit operations and
which banks pay for various classes of
deposits.

UBB may define maximum maturities for
loans and advances by banks and types
and amounts of securities.

Set limits on rate of increase of loans and
advances and investments either in aggre-
gate or in any class of assets, within
specified periods of time.

Establish cash margins for cpening letters
of credit.

Establish minimum percentage of total
deposits in UBB that banks shall keep as
assets in Burma and as assets payable
abroad representing financing of imports.

Determine and publish rates of discount
and interest to be charged on credit opera-
tions.

ke Nk

Grant credit to the Government within the
limit of the estimate approved by the House
of Representative under the guaranty of
treasury bills.

As a banker's bank and lender of the last
resor.

Prepares foreign exchange plan within the
framework of maintaining the national eco-
nomy and stimulating the development
effort with due observance of the condition
of international liquidity and solvency.

Develop and supervise the banks in
Indonesia.

Issue regulations in the field of credit,
foreign exchange and banking operations.

ARXRRERRIK

1. Make temporary advances to Governmeni

for temporary budget deficiencies at such
rate of interest the Bank determines pro-
vided total advances do not exceed 12%4%
of estimated receipts (Government current
revenue). All advances shall be repaid as
soon as possible and not later than 3
months after end of the Govemnment's
financial year.

. Make recommendations 1o banks on:

a) policy on advances and loans including
classes of purposes for which credit
may or may not be used;

b) interest rate payable to or by banks, dis-
count rate charged by banks or com-
missions and other charges payable
banks; :

¢} a reserve to be kept by each bank with
BNM against sight, time and other
deposit liabilties and such other
liabilities as may be determined by the
Minister of Finance on the recommen-
dation of the Board of BNM.

. May set different ratios for reserves to be

held by banks at BNM for different
categories of banks.

. BNM cannot discriminate among banks or

groups of banks in any directives on policy
to be followed by banks in granting credit,
or rate of interest payable to or by banks or
rate of discount chargeable. BNM may
prescribe different proportions for different
categories of banks of their deposits or
loans and advances which may be used
for such financing purposes BNM may
specify. BNM may determine categories
by reference to size or location or both.

. Issue and redeem notes and coins and to

issue securities with the approval of the
Minister in its own name.

. Purchase, sell and redeem securities,

coins and accept deposit of money in any
currency.

. Make advances for the purposé of assist-

ing the growing or marketing of primary
produce to statutory authorities and co-
operative societies and to such public
authorities and corporations in which the
Government or the Bank has an interest as
the Minister of Finance may approve.

NRB may frame rules with. the approval of His
Maijesty's Government as follows:

1

2)
3)
4)

Reports and statements to be submitted
by commercial banks and financial institu-
tions; incorporated or registered in the
Kingdom of Nepal.

Credit control.
Management of foreign exchange.

Issue, withdrawal and refund of currency
notes.

AN KK
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G. Powers

. Through s Economic Research Depart-

ment, request any person or entity includ-
ing Government offices and instrumen-
talities any data and information as may be
required for the proper discharge of its
functions and responsibilities with the
power to issue a subpoena for the produc-
tion of books and records for such pur-
pose.

- May fix the maximum rates of interest,

expressed as simple annual rates, which
banks and other financial institutions may
pay on deposits, deposit substitutes and
on other obligations; may provide interest
rate differentials on the basis of maturity
and size of deposits, deposit subslitutes
and other obligations; may eliminate
interest rate ceilings for deposits, deposit
substitutes and other obligations above a.
specified amount or exempt from the
interest rate ceiling those with remaining
maturities of two years or more; and may
fix the maximum rates that banks may pay
to or collect from their customers in the
form of commissions, discounts, charges,
fees or payments of any sort.

. Prescribe at any time minimum cash mar-

gins for the opening of letters of credit,
may relate the size of the required margin
to the nature of the transaction to be
financed, and may use its powers to
require high margins for the opening of let-
ters of credit to finance the importation of
luxuries and non-essentials or to finance
goods the importation of which is
prompted by speculative motives prejudi-
cial to the interest of the Philippine eco-
nomy.

. May issue regulations as may be deemed

necessary with respect to the maximum
permissible maturities of loans and invest-
ments which banks may make, and the
kind and amount of security to be required
against various types of credit operations,
in order to promote liquidity and solvency
of the banking system, or to influence the
availability of bank credit for specific
PUrposes.

. May place an upper limit on the amount of

loans and investments which banks may
hold, or on the rate of increase of such
assets within specified periods of time in
order to prevent or check an expansion of
bank credit.

Determine and announce the interest rates
payable to or by banks, the rates of dis-
count charged by banks, rates of commis-
sion and other rates payable to banks.

May make recommendations to banks on:

a) purposes for which loans, advances
and investments may or may not be
made;

b} maximum maturities (for investments,
loans and advances) and type and
minimum amount of security (for loans
and advances) and for letters of credit,
the minimum or margin deposit; and,

c) limits for any particular category of
loans, advances or investments or the
total outstanding.

Any recommendation shall apply to all
banks uniformly.

Prior to July 1975 interest rates were
quoted on a cartel system. Since then,
banks have been free to quote interest
rates.

KRR ANIAE

Monetary Board may fix maximum rates of
interest paid by banks for deposits and the
maximum rates charged by banks for dif-
ferent categories of loans.

A Deputy Governor, the Director of
Economic Research or any other
authorised person may require any person
to furnish such information as is required.

Grant loans to or take loans from foreign
central banks or commercial banks, inter-
national financial organizations and foreign
governments and agencies. Such loans
may be secured by gold or other assets of
the CBSL.

Make direct loans to Government to
finance expenditure repayable within 6
months. Total outstanding loans shall not
exceed 10% of estimated Government
revenue for the year.

The Monetary Board may prescribe the
maximum permissible maturities for loans
and investments made by banks and the
nature and amotnt of security, prohibit
banks from increasing loans or fix limits on
the rate of increase of loans and invest-
ments within specified periods of time.

ERIETAREAR

The BOT shall have power to issue pre-
scriptions to be complied with by com-
mercial banks concerning the following
matters:

a) Interest payable by a commercial bank;
b) Interests or discounts chargeable by a
commercial bank;
c) Service charges a commercual;{g\ajr-\k
may demand; =

d) Earnests which a commercial bank shall
demand; and,

e) Securities in the form of property which
a commercial bank shall demand.

For the purpose of national development or
rectification of any adverse econgmic-con-
ditions, the BOT may recommend the
Minister of Finance to impose the following
measures:

a) Direct commercial banks to grant credit
to any type of enterprises at not less
than the rate prescribed; and,

b) Prohibit commercial banks to increase
the amount of credit granted to any type
of enterprise or to increase such amount
to the level in excess of the rate pre-
scribed.

The rate prescribed under (b) may be
expressed as a percentage of the total out-
standing amount of credits granted by a
commercial bank to any type of enterprise
at any one time.

The BOT with the approval of the Minister
of Finance may prescribe the liquid assets
ratio which shall not be less than 5% or
more than 50% of the total of each type of
its deposits and/or borrowing, as the case
may be.

The BOT with the approval of the Minister
of Finance may prescribe a cash reserve
ratio which shall not be less than 5% or
more than 50% of deposits and/or borrow-
ings, as the case may be, and such pre-
scribed ratic may relate to any one type or
mere of deposits and/or borrowings jointly
or severally.

The BOT, with the approval of the Minister
of Finance may prescribe the capital fund
to risk assets ratio which shall not be less
than 5% or more than 15%.

RER R AT
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. Establish a special Investment Fund to

finance specific projects in the public sec-
tor for the purpose of promoting economic
development from monies set aside from
the reserve held at the Central Bank by
banks and finance companies.

. Borrow money, establish credits and give

guarantees in any currency and underwrite
loans in which the Bank may invest.

. Purchase any shares of such licensed

bank or licensed finance company for the
purpose of controliing the business of such
bank or finance company.

. The Essential (Protection of Depositors)

Regulations, 1986 came into effect on 23

July 1986. The Regulations equipped BNM -

with the necessary powers to investigate
promptly and act swiftly to conserve the
assets of companies which engage in
ilegal deposit-taking activities, as well as
cooperatives and pawnbrokers, so as to
protect the interests of the depositors.

a) fnvestigation of the affairs of any
deposit-taker: BNM has extensive
powers to investigate deposit-takers
and their associates. These powers of
investigation include the power ta:

i) enter and search any office, place of
business or residence and inspect
any books or other documents:

iy compel the production of accounts,
books and documents;

iii) interrogate on oath or affirmation;

iv) seize and retain accounts, books
and documents;

v) detain persons pending the comple-
tion of a search or interrogation;
and,

vi) search persons.

b} Order to freeze property and restrict
departure from Malaysia: BNM may by
an order pubfished in the Gazette,
freeze the property of deposit-takers
and their associates, restrict their depar-
ture from Malaysia and compel the sur-
render of their property to BNM. This is
to enable BNM to act swiftly to maintain
the status quo prior to taking action on
completion of investigations. Any per-
son aggrieved by such an order may
appeal to the Minister of Finance
through BNM for a revocation of the
order.
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10.

11.

14.

16.

. May prescribe minimum ratios which the

capital and surplus of the banks must bear
to the volume of their assets, or to specific
categories thereof, or may alter said ratios
in order to regulate the volume and distri-
bution of bank credit, and to ensure the
maintenance of bank capital and surplus
at levels adequate to protect the
depositors against risk of loss, .

Issue certificate of authority before the arti-
cles of incorporation of any bank, or
amendment thereto, are registered with the
Securities and Exchange Commission.

. Pass upon and review the qualifications of

persons elected or appointed bank direc-
tors and officers and disqualify those found
unfit.

. Fix and increase minimum capitalization of

banking institutions and non-bank financial
intermediaries. ’

Limit or prohibit the distribution of net pro-
fits of banks found deficient in their
minimum capitat-to-risk assets ratio.

Specify such loans and credits as it may
determine as non-risk assets for purposes
of single borrower's limitation.

. Regulate the amount of credit accommo-

dations that may be extended by banks to
their directors, officers and stock-holders.

Fix amount of reserves for bad debts or
doubtful accounts or other contingencies
of banks and require prior approval of
write-off of loans of one hundred thousand
pPesos or more.

Impose fines, penalties and other sanc-
tions for violations of banking laws and
regulations.

Appoint a conservator to take charge of
assets, liabilities and management of
banks found in a condition of solvency and
liquidity deemed inadequate to protect
interest of depositors and creditors.

Forbid a banking institution to do business
and designate a receiver to take charge of
its assets and liabilittes when a bank is in a
condition of insolvency or its continuance
in business would involve probable loss to
depositors and creditors.
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12.

13.

¢) Action by BNM in respect of a deposit-
taker: if BNM is of the opinion that any
person is a deposit-taker, BNM may:

i} require the person to cease deposit-
taking and refund the deposits
taken;

i} assume control of and carry on the
business of the deposit-taker or
appoint someone else to do the
same;

iiiy apply to the High Court to appoint a
receiver to manage the affairs and
property of the deposit-taker;

vi) require the licensing officer to can-
cel the pawnbroking licence, if the
person is a pawnbroker.

v) require the Registrar-General of
Cooperative Societies to make an
order for the cancellation of the
registration, if the person is a
coaperative society; and,

vi) require the licensing officer to
cancel the pawnbroking licence, if
the person is a pawnbroker.

Placement of deposits with and purchase
ol negotiable certificates of deposit
(NCDs) from banks and finance com-
panies in Malaysia: The new regulations
allow for placement of deposits with banks
and finance companies by BNM and the
purchase by the Bank of NCDs from such
financial institutions. These were intro-
duced to enable BNM to deal in NCDs and
play its role to improve money market
operations as well as the liquidity of the
financial system.

Establishment and maintenance of staff
welfare fund: A new regulation was intro-
duced to enable BNM to set up and main-
tain a staff welfare fund out of its funds for
the purpose of providing grants and finan-
cial assistance for the benefit of the Bank
staff and their dependents.
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17.

18.

19.

20.

21.

22.

23.

Order the liquidation of a banking institu-
tion which is insclvent or cannot resume
business with safety to its depositors and
creditors and general public, and desig-
nate a liquidator.

Make direct provisional advances o the
Government or to any political subdivision
to finance authorised expenditures pro-
vided these are repaid before the end of
the first quarter and shall not in their aggre-
gale, exceed 20% of the average annual
income of the borrower for the last 3 pre-
ceding fiscal years.

In  coordination/consultation  with  the
Securities and Exchange Commission,
regulate issuance of commercial papers
by banking institutions and non-bank finan-
cial intermediaries.

Regulate the establishment of off-shore

banking units (OBUs) in the Philippines.

Represent the Philippine Government in all
dealings, negctiations or transactions with
the IMF, BIS and other foreign or interna-
tional financial institutions or agencies.

Prescribe control ratios, ceilings, limitations
or other forms of regulation on the different
types of accounts of banks and non-banks
with quasi-banking functions, as well as
prescribe ceiling on yields from the pur-
chase of receivables or other obligations or
exempt particular transactions from such
ceiling.

Impose administrative  sanctions upon
banks and non-bank financial inter-
mediaries performing quasi-banking func-
tions, their directors and/or cofficers.
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H. Reserve
Requirements

Every bank is required to maintain against
deposit liabilities a reserve with UBB. In
places where there are no branches of
UBB, a portion or all of reserve shall be
kept as a cash deposit with Government
Treasury.

Prescribe and modify the minimum reserve
ratios applicable to each class of deposits
provided the ratios for demand deposits
shall not be less than 8% or more than
40% and for time deposits, not less than
3% and not more than 15%.

Reserves are held as cash deposits unless
UBB permits them to be held in other
forms.

Reserve  requirements  shall  apply
uniformly to all banks.

Reserve position is computed weekly at
the close of business on Friday or the pre-
vious day if Friday is a holiday. Computa-
tion is on the basis of average of daily
reserves actually held by bank against
average of daily deposit liabilities.

When the reserve position is less than the
required minimum, UBB may impose a fine
in the amount of 1/10 of 1% per day on the
amount of deficiency or take other action.

KEKAXRRIRA

Each bank shall maintain a ratio according
to general regulations determined by Bl to
maintain adequate liquidity and solvency.
Banks not complying are subject to sanc-
tions by BI.

Every bank is required to maintain a
minimum cash reserve of 15% against
rupiah current liabitities of which 1/3 must
be kept with Bl

Every bank is required to maintain a cash
reserve of 15% against all foreign
exchange liabilties of which 15% of
liabilities to non-residents and 5% to
residents must be kept with Bl

ERRAERAAIA

e

Liquid Assets: May prescribe in writing that
each bank holds a minimum amount of
liguid assets expressed as a percentage
of sight, savings, time and other deposits
and such other liabilities as may be deter-
mined by BNM, and such percentage may
be altered. Liguid assets are notes and
coins, money at call with discount houses,
balances at BNM excluding statutory
reserve, treasury bills and inland bills of
exchange and other assets approved by
Minister of Finance.

Local Assets: May require banks to hold a
minimum amount of assets specified to be
held as a percentage of which such assets
bear to sight, savings and other deposits
and such other fiabilities as may be
determined by BNM. These assets are to
be held in Malaysia and shall apply indis-
criminately.

Statutory Reserve: A reserve to be held by
each bank at BNM against its sight,
savings account, time and other deposit
fiabilities and such other liabilities as may
be approved by the Minister of Finance on
the recommendation of the board of BNM.
with effect from 15 February 19886, the
statutory reserve requirements of the
finance companies and merchant banks
were increased from 2.5% to 3% of total
eligible liabilities. With effect from 15
October 1986, the statutory reserve ratio of
commergial “banks was reduced by 0.5
percehtage point to 3.5% of total eligible
liabilities.

RN RN

Commercial banks and financial institu-
tions conducting banking business shall
maintain liquid assets in such proportion to
their deposit liabilities as the Bank may
prescribe.

Commercial banks and financial institu-
tions conducting banking business shall
maintain funds in the Bank at such propor-
tions to their deposit liabilities as the Bank
may from time to time prescribe.

ERRREXAAER
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H. Reserve
Requirements

1.

Banks are reguired to maintain reserves
against their deposit liabilities which ordi-
narily take the form of a deposit with the
CBP although the Monetary Board may,
whenever circumstances warrant, permit
the maintenance of part of the required
reserves in the form of assets other than
peso deposits with the CBP.

Note: Presently, bank reserves consist of
deposit with the CBP (25%) and
cash in vault and/or reserve — eligi-
ble government securities (75%).

. Banks and other financial institutions may

be required to maintain reserves against
their liabilities for deposit substitutes,
defined as "an alternative form of obtaining
funds from the public, other than deposits,
through the issuance, endorsement, or
acceptance of debt instruments for the
borrower’s own account, for the purpose of
relending or purchasing of receivables and
other obligations”. Reserves against
deposit substitutes shall be determined in
the same manner as provided for reserve
requirements  against regular  bank
deposits with respect to the imposition,
increase and computation of reserves.

. The Monetary Board may exempt from

reserve reguirements deposits and deposit
substitutes with remaining maturities of 2
years or more, as well as inter-bank bor-
rowings.

. The Monetary Board may prescribe and

modify the minimum reserve ratios applic-
able to each class of peso deposits pro-
vided that the ratios shalt not be less than
5% or more than 25% for time and savings
deposits and not less than 10% or more
than 50% for demand deposits. In periods
of inflation, the Monetary Board may pre-
scribe higher reserve ratios, but not
exceeding 100% for any future increase in
deposits of each bank above the amount
outstanding on the date the bank is notified
of the requirement.

Liquid Assets: MAS may prescribe in writ-
ing a minimum amount of liquid assets to
be held by banks expressed as a percen-
tage of their deposit and other liabilities
and such percentage may be varied. A
grace period of not less than 1 month is
allowed for compliance. Liguid assets
include notes and coins legal tender in
Singapore, balances with MAS in excess
of reserves, Singapore Government secu-
rities, trade bills of exchange and other
assets approved by MAS. Any bank that
fails to comply with this provision shall be
liable to pay a penalty interest charge of
S$100 per day or such larger amount as
the Authority may determine for every day
during which the deficiency continues.

Cash Balance: MAS may require banks to
hold cash balances not exceeding 30% of
each bank’s deposit and other liabilities on
deposit with MAS. MAS may prescribe dif-
ferent ratios for different liabilities and may
prescribe the method of computation but
ratios shall apply uniformly.to banks. MAS
may require a bank that fails to comply
with this provision to pay a penalty interest
of 3$100 per day or such larger amount as
the Authority may determine for every day
during which the deficiency continues.

Minimum Assets Requirement: MAS may.

require banks to hold a minimum armount
of assets in Singapore to be expressed as
a percentage of liabilities, jointly or sepa-
rately. Such assets include liquid assets,
loans and advances to persons in Singa-
pore, Government securities, and secu-
rities issued by any public authority estab-
lished by law and any assets approved by
MAS.

A bank that fails to comply shall be liable to
pay a penalty interest charge of S$100 per
day or such larger amount as the Authority
may determine for every day during which
the deficiency continues.

AR

The Monetary Board may require banks to
hold reserves against deposit liabilities
which shall be proportional o the volume
of deposit liabilities and take the form of
Rupee deposits with CBSL.

Minimum reserve ratios for each class of
deposit: These may be fixed subject to a
minimum of 5% and a maximum of 20% for
time and savings deposits and shall not be
less than 10% and more than 40% for
demand deposits and unused balances of
overdrafts. Any increase shall be made
gradually and shall not exceed 4 percen-
tage points in any 30-day period. CBSL
shall give banks at least 14 days notice of
such change. Where there is inflation, the
reserve ratios may be raised to 100% in
respect of the amount by which bank
deposits of any class may after the date of
notice, exceed the amount of such deposit
of the bank.

Reserves are calculated weekly on the
basis of the amount at close of business on
such day of week prescribed by CBSL.

When there is a deficiency, the bank shall
pay to CBSL an interest rate not exceeding
1/10 of 1% per day. If a bank has a con-
tinuous deficit, the Monetary Board may
make an order o prohibit or restrict new
loans or investments and prohibit the appli-
cation of the whole or any part of the net
profits for payment of dividend.

HAEH R AR

A commercial bank shall maintain a cash
reserve in proportion to its deposits and/or
borrowings specified as follows:

a) total deposits;

b) demand deposits;

c) time deposits;

d) total borrowings; and,

e) each type of borrowings;

at not less than the ratio prescribed by the
BOT with the approval of the Minister of
Finance. The ratio prescribed shall not be
less than 5% or more than 50% and may
relate to any one type or more of deposits
and/or borrowings jointly or severally. Also,
the BOT may prescribe that Thai Govern-
ment securities may be included as part of
such cash reserve. '

For the purpose of computation of deposits
or borrowings as specified above, the BOT
with the approval of the Minister of Finance
may prescribe that the total of unused
balances of over-drafts be included as
part of any are type of deposits or borrow-
ings.

In the case where it is necessary for the
purpose of maintaining the stability of the
domestic currency, the Minister of Finance
shall have the power to prescribe that
commercial banks maintain a special cash
reserve at the BOT at not less than the ratio
prescribed by the Minister, in addition to
the maintenance of a cash reserve.

Kok
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10.

. The Central Bank may pay interest at a rate

not higher than the Central Bank's lowest
rediscount rate on reserves in excess of
25% of a bank's total time or savings
deposits or in excess of 50% of its total
demand deposils.

Note: The CBP cumently pays an interest
of 4% on depasits with CBP which
are used as reserves.

. The Monetary Board, may prescribe and

modify minimum reserve ratios on foreign
currency deposit provided that they are
not below 10% or above 100% of the
deposit ftiability in each foreign currency.

The Monetary Board may establish
minimum reserve requirements for unused
balances of overdraft lines, in the same
way it does against demand deposits.

Note: QOverdraft lines are not allowed
under existing CBP regulations.

. The Monetary Board may prescribe

increases in reserve requirements pro-
vided these shall be made gradually and
shall not exceed 4 percentage points in
any 30-day period.

Reserve position of each bank ar non-bank
financial intermediary with quasi-banking
functions (NBQB) shall be calcuiated daily
at the close of each business day on the
basis of the amount of the reserves and the
amount of its liability accounts against
which reserves are required to be main-
tained.

Whenever a reserve deficiency exists, the
bank or non-bank financial intermediary
performing  quasi-banking  functions
(NBQB) shall pay the Central Bank 1/10 of
1% per day on the amount of the defi-
ciency, provided that the bank and NBQB
is permitted to offset any reserve defi-
ciency occuring on one or more days of
the week with any excess reserve on other
days of the same week, and to pay the
penalty only on the average daily defi-
ciency during the week. The privilege of
offsetling may be denied by the Monetary
Board, in case of abuse.
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11.

12.

13.

In case the bank has chronic reserve
deficiencies, the Monetary Board may limit
or prohibit the making of new loans or
investments by the institutions or may
require that part or all of the net profits-of
the institution be assigned to surplus.

The Monetary Board may modify or set
aside reserve deficiency penalties for part
or the entire period of a strike or lockout
affecting a bank or NBQB or of a national
emergency affecting operations of banks
or NBQBs,

The deposit reserves maintained by banks
in the Central Bank shall serve as a basis
for the clearing of cheques and the settle-
ment of interpank balances, subject to
Monetary Board rules and regulations.
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I. Credit Policy

The Bank may conduct the following credit
operations with scheduled banks in Union
of Burma as defined in Section 38(1):

a) Sell, purchase and rediscount securities
of or guaranteed by the Union Govern-
ment, including treasury bills.
b) Discount, rediscount, buy and sell bills
of exchange and treasury bills drawn in
or on any place in any foreign country
and maturing within 92 days from the
date of their acquisition by the Bank.
¢) Discount, re-discount, buy and sell bills,
acceptances, promissory notes and
other credit instrument payable in
Burma with maturities of not more than
180 days from the date of their acquisi-
tion by the bank and drawn, issued or
made for the purpose of financing —
iy the importation, exportation, pur-
chase or sale of readily saleable
goeds and products, or their trans-
portation within the Union of Burma;
or

i) the storage of non-perishable goods
and products which are duly
insured and deposited under condi-
tions assuring their preservation, in
authorised bonded warehouses or
in other places approved by the
Bank; ar

i) the holding or trading in securities of
the Union Government or such other
authorities as may be specified in
this behalf by the bank.

. d) Discount, rediscount, buy and sell bills,

acceptances, promisséry notes and
other credit instruments payable in the
Union of Burma with maturities of not
more than 270 days from the date of
their acquisition by the Bank and drawn,
issued or made for the purpose of
financing the production, manufacture
or processing of agricultural, animal,
mineral or industrial products.

e) Grant loans or advances, repayable on
demand or on the expiry of fixed
periods not exceeding 180 days,
against the following types of collateral:
i) gold or documents of title to the

same;

i) regotiable securities issued or
guaranteed by the Union Govern-
ment, including treasury bills, and
stocks, funds and securities {other
than immovable property} in which a

Bl assists the banks to finance projects in
line with government priorities through
refinancing.

Bl may grant liguidity credit to banks by
means of:

a) accepting a repledging;

b) accepting valuable instruments as
guarantee; and,

¢} accepting promissory notes;

under the terms and conditions estab-
lished by BI.

Since 1 June 1983, policy on credit ceil-
ings has been terminated.
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The Bank may issue guidelines to the
banks on the policy to be followed by
banks and finance companies in relation to
the granting of advances and extension of
credit facility, including the classes or pur-
poses for which advances may or may not
be made or credit facilities extended.

Amoeng the authorised business of BNM,
as provided for in the Central Bank of
Malaysia Ordinance, 1958, includes spe-
cific reference to selective credit mea-
sures, as follows:

“ ... {fy purchase, sell, discount and redis-
count inland bills of exchange and promis-
sory notes ... drawn or issued for the pur-
pose of financing seasonal agricultural
operations or the marketing of primary pro-
duce and maturing within 6 months {exclu-
sive of days of grace} from the date of
acquisition;

() make advances for the purpose of

assisting the growing or marketing of pri-

mary produce, to —

i} authorities formed under any written law
in the Federation; and,

ii) cooperative societies engaged in farm-
ing, agricultural, horticultural, pastoral,
grazing or fishing operations;

.. (ffff} establish a Special Investrnent fund
to finance specific projects, wholly or
pantly, in the public sector ... for the pur-
pose of promoting economic develop-
ment...."

Amendments to the Central Bank of
Malaysia Ordinance, 1958:

a) Extension of time for refinancing of
manutactured and agricultural  pro-
ducts: To facilitate the discounting of
bills under the revamped Export Credit
Refinancing (ECR) Scheme to beyond
90 or 180 days without adversely affect-
ing other banking operations of the Cen-
tral Bank, section 30(1) of the Act was
amended to enable the refinancing
period for all products, agricultural or
manufactured, to be extended to 1 year
or such period as might be approved
by the Minister of Finance.

NRB may issue directives from time to time
to commercial banks and financial institu-
tions regarding banking operations, cur-
rency and credit. It shall be the duty of the
bank and financial institutions to comply
with these directives.

NRB shall fix the rate on loans to be
charged and where NRB does not fix
rates, banks and financial institutions may
fix rates with the approval of NRB.

NRB may, at its discretion, make loans and
advances to other banks incorporated in
Nepal against securities mentioned below
and on terms and conditions to be mutual-
ly agreed upon:

a) securities or promissory notes  or
currencies of His Majesty’s Government
or other foreign government;

b) fully secured loans advanced by other
banks to their customers;

¢) bills of exchange; and,

d) buildings and godowns within the
Nagar Panchayat area.

The Nepal Rastra Bank Act stipulates that,
"with due consideration to the monetary
situation, the Bank shall provide loans or
refinances to commercial banks or finan-
cial institutions advancing agricultural or
industrial credit.” The conditions of such
loans or refinances will be as prescribed
by NRB. NRB is also autherised to perform
other functions such as selling, purchasing
or underwriting shares or debentures of
banks or financial institutions with the spe-
cific objective of promoling development
of agriculture, industry and banking and to
help establish institutions necessary for
ecenomic and banking development.
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l. Credit Policy

The discounts, rediscounts, loans and
advances shall be used to regulate the
volume, costs, availabifity and character of
bank credit and to provide the banking
systern with liquid funds in times of need.
The Central Bank shall make full use of its
credit operations whenever national
monetary policy requires an expansion of
money supply and shall refrain from
extending credit in periods of inflation, or
as long as inflationary danger exists,

Under normal credit operations, the CBP
may grant:

a) Commercial credits with matusities of
not meore than 180 days from date of
rediscount and resulting from transac-
tions refated to:

i} importation, exportation, purchase
or sale of readily saleable goods
and products or their transportation
within the country, or

i} the storing of non-perishable goods
and products which are duly
insured and deposited under condi-
tions assuring their preservation, in
authorised bonded warehouses or
in other places approved by the
Monetary Board;

b) Production credits with maturities of not
mare than 360 days from date of redis-
count and resulting from transactions
related to production or processing of
agricultural, animal, mineral or industrial
products;

c) Other credits whereby special credit
instruments not otherwise falling under
2(a) and (b) above, may be eligible for
rediscounting, provided that funds origi-
nate from non-inflationary sources and
additional safeguards for disbursing
these funds are prescribed; and,

d) Advances against certain kinds of colla-
terals, including gold coins or bullion,
securities of the Central Bank or of other
solvent domestic credit institutions, cre-
dit instruments covering commercial
and production credits, negotiable
treasury bills/bonds and certificates of
indebledness of the Govermment, for
fixed periods generally not to exceed
180 days.

The MAS provides rediscounting at preferential
rates to export bills only. As of August 1986, the
MAS refinance rate was below the prevailing
prime lending rate of barks.

Kk Ak ok dk ko

The cost, volume and the direction of cre-
dit is regulated by CBSL by using instru-
menis such as the variable reserve ratio,
and ceiings on credit for various pur-
poses. In addition, the Central Bank also
provides short-term as well as medium to
long-term refinance facilities to commercial
banks against their lendings to the priority
sectors of the economy.

If the Monetary Board determines that it is
necessary so to do by reason that, in the
apinion of the board, there is in progress,
or has occurred, an expansion of the
money supply that represents a threat to
the domestic or international menetary sta-
bility of Sri Lanka, the board shall direct the
suspension of the grant of credit by CBSL
to banking institutions, except when the
board, having regard tc the special cir-
cumstances, by unanimous decision
approves the grant of credit.

Subject to the principles stated in section
82 of the Monetary Law Act, CBSL may
ordinarily transact with commercial banks

and the National Savings Bank, credit

operations of any description set out
below:

a) Commercial credits — CBSL may dis-
count, rediscount, buy and sell bills,
acceptances, promissory notes, and
other credit instruments with maturities
of not more than 180 days from the date
of their discount, rediscount, or ‘acquisi-
tion by CBSL and resulting from trans-
actions related to —

i} the importation, exportation, pur-
chase, or sale of readily saleable
goods and products, or their trans-
portation within Sri Lanka; or

ii) the storage of non-perishable goods
and products which are duly
insured deposited under conditions
assuring their preservation, in
authorised bonded warehouses or
in other places approved by the
Monetary Board.

Various measures and instruments have been
used to contro! credits as follows:

1} As banker to commercial banks and as the
regulatory authority, direct powers as well
as moral suasion can be used to influence
the credit markets. The most impartant
instruments are the cash reserve require-
ment and the lending facilities of the Bank.

2) Aparnt from controling credit expansion
generally, the Bank also tries to influence
the-allocation of credit through the redis-
count facilities and through moral suasion.
Moreover, the new Commercial Banking
Act, B.E. 2522 (1979) empowers the Bank
to impose selective credit control.

3) The BOT provides a refinance window for
the exports sector, especially the exports
of rice, sugar and tapioca products. The
BOT also requires commercial banks to
extend credit of at least 13% of their total
deposits to the agricultural sector.

Hok kR ek
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trustee is authorised to invest trust

money by any law for the time being

in force in the Union of Burma;
iii) such credit instruments as are eligi-
ble for purchase, discount or redis-
count by the Bank under Clause (¢)
or Clause (d); or
promissory notes of any scheduled
bank or registered cooperative
society operating in the Union of
Burma, supported by documents of
title to goods, such documents
having been transferred, assigned,
or pledged to any such bank or
scciety, as security for a cash credit
or overdraft granted for the purpose
of financing commercial or trade
transactions or seasonal agricultural
operations or the marketing of
crops.

iv

—

All credit instruments purchased, redis-
counted, discounted or accepted as colla-
teral under this section shall bear such
endorsement or assignment as is relevant,
of the bank from which received.

In periods of emergency which directly
threaten monetary and banking stability,
the Bank may, by concurrent vote of at
least 5 Directors of the Board and not-
withstanding any limitation contained in
Section 39, make loans or advances {o any
bank in the Union of Burma repayable on
demand, secured by such assets as the
Bank may consider sufficient.

While any loan or advance under Sub-
section (1) is outstanding, the recipient
bank may increase the total of its loans,
advances, overdrafts or investments only
with the permission of the Bank.

Where a bank to which a loan or advance
has been made under the provisions of
Sub-section (1) is wound up, any sums
due to the Bank in respect of such loan or
advance shall be a first charge on the
assets of that bank, subiect only to the
claims, if any, of any other bank to specific
security held by it as collateral to any prior
loan or advance.

The Bank shall determine and publish from
time to time the rates of discount and
interest to be charged on its credit opera-
fions.

TN e

b) Extension of time for advance secured
by eligible bills of exchange: Section
30(1) has also been amended to enable
BNM to grant advances to banks
secured by eligible bills of exchange for
a period of up to 12 months or such
period as may be approved by the
Minister of Finance. The amendment
was made to facilitate the implementa-
tion of the revamped pre-shipment ECR
facility.

c) Advances to national mortgage corpo-
ration: Section 30(1)(fff) was arnended
,to enable BNM to make an advance to
the national mortgage corporation to
enable it to purchase house mortgages
from the primary lenders prior to the
raising of its required funds from the
capital market.
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The CBP may grant loans or agvances to
banking institutions engaged in long-term
lending operations, to encourage bank
mergers and consolidation or rehabilitation
of industries which the Monetary Board
may consider advisable, and may grant
loans to the Development Bank of the
Philippines or other Government financial
institutions to purchase shares of stock of a
banking institution in the Philippines for
resale to the general public provided such
releases are compatible with the require-
ments of stability and are secured by
acceptable security.

It may grant loans to non-bank financial
intermediaries performing quasi-banking
functions to promote their medium- and
long-term operations and to maintain con-
ditions of competition.

As lender of fast resort, the Central Bank
may grant also special credit accommoda-
tions to both banks and non-banks per-
forming quasi-banking functions (NBQBs)
for a period of not more than 7 days with-
out any collateral to provide them with
liquidity in times of need and to influence
interest rate levels.

The Central Bank may grant banking
institutions extraordinary advances
secured by acceptable assets in periods
of emergency or of imminent financial
panic which directly threaten monetary
and banking stability; and even during nor-
mal periods, for the purpose of assisting a
bank in a precarious financial condition
brought by unforeseen events, or events
which, though foreseeable, could not be
prevented provided the institution is not
insolvent and has clearly realisable assets
to secure the advances.

The Monetary Board shall fix the interest
and rediscount rates to be charged by the
Central Bank on its credit operations in
accordance with the character and term of
the operation and after due consideration
to the credit needs of the market, the com-
position of the Central Bank's portfolio and
the general requirements of national
monetary policy. Interest and rediscount
rates shall be applied to all banks of the
same category uniformly and without dis-
crimination,

b) Production credits — CBSL may dis-
count, rediscount, buy and sefl bills,
acceptances, promissory notes, and
other credit instruments  having
maturities of not more than 270 days
from the date of their discount, redis-
count, or acquisition by CBSL and
resulting from transactions related to the
production, manufacture, or processing
of agricultural, animal, mineral, or indus-
trial products.

¢) Advances — CBSL may grant loans or
advances for any fixed period not
exceeding 180 days upon promissory
notes secured by the pledge with the
bank of —
iy gold coins or bullion; or
i) negotiable Treasury bills, promis-

sory notes, debentures, bonds, or

other negotiable securities of the
Gavemnment; or

iy securities issued by CBSL itself or

other credit instruments of banking

institutions operating in Sri Lanka

and approved by the Monetary

Board; or

credit instruments referred to in

paragraphs (a) and (b) above.

=
=
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The CBP may make direct provisional
advances to the Government or to any of
its political sub-divisions to finance expen-
ditures-authorised in the annual appropria-
tion of the borrowing entity, in amount not
exceeding 20% of the average annual
income of the borrower for the last 3 pre-
ceding fiscal years and provided that said
advances must be repaid before the end
of the first quarter following the end of the
fiscal year of the Government or politicat
sub-division.

The CBP is authorised and directed to lend
to the Philippine Deposit Insurance Corpo-
ration (PDIC) on such terms as may be
fixed by the corporation and the Central
Bark, such funds as in the judgement of
the Board of Directors of the corporation
are from time to time required for insurance
purposes. The rate of interest to be
charged such loans to PDIC shall not be
less than the current average rate on out-
standing marketable and non-marketable
obligations of the Republic of the Philip-
pines as of the last day of the month pre-
ceding the availment of such loans.
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J. Loans to Banks

UBB may, with the concurrent vote of at
least 5 directors, make loans to any bank
repayable on demand secured by such
assets as UBB may require. The bank shall
not increase loans or investments -when
these loans are outstanding without prior
approval of UBB.

*hkdh Ak

Bi may provide refinancing facilities for
priority credit extended by banks to sup-
port production according to government
programmes.

Bl may provide discount window facilities
to banks to overcome liquidity difficulties
faced by banks in emergency cases.

Ik dk kb

BNM may make a loan to a bank or finance
company upon such security as BNM con-
siders necessary, to maintain monetary
stability.

AwA Ak

With due consideration to the monetary
situation, the Bank shall provide loan or
refinances to any commercial banks or
banks or financial institutions which
supplies agricultural or industrial credit on
conditions prescribed by it against the fol-
lowing or other necessary security or
guarantee:

a) Securities, promissory notes or currency
of His Majesty’s Government or foreign
government or foreign banks or interna-
tional institutions;

b) Full secured loans supplied by commer-
cial banks and financial institutions to
their clients;

c) Bills of Exchange; and,

d) Immovable properties.

de kAR Rwh A
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J. Loans to Banks

In an emergency or in imminent financial
panic, CBP may grant lcans to banks and
as long as these are outstanding, the
debtor institution may not expand the total
volume of its loans or investments without
prior approval of the Monetary Board.

Whenever a financial institution or the
Government incurs an overdraft in its
account with the Central Bank, the same
shall be eliminated within the period pre-
scribed by Central Bank regulations and at
the discretion of the Monetary Board, may
be converted into an emergency loan or
advance,in the case the Government.

The Central Bank may extend loans
and advances to banking institutions for a
period of not more than 7 days without
collateral for the purpose of providing the
banking system with liquid funds in times
of need and influencing interest. rate
levels.

ERRERRANE

n.p.

In times of emergency or when financial
panic is imminent, CBSL may lend to
banks and renew extracrdinary loans
secured by any assets acceptable to
CBSL. During such time the banks cannot
increase loans or investments, CBSL shalt
fix the interest rates and conditions of
loans.

kR kAR

The BOT is the lender of last resort to com-
mercial banks, There are two channels of
lending as follows:

a) Making discretionary loans to commer-
cial banks against government and
government-guaranteed bonds. This is
intended as the lender of last resort
rates charged vary from time to time;

b} Lending through the rediscount window
where credit is available for approved
promissory notes at a relatively low
interest rate. This function is mainly
designed for promotional purpose, and
the papers eligible for rediscounting are
limited to export bills, agricultural and
certain industrial bilis. Nonetheless, the
rediscount window is also used for other
special purposes and also extended to
other financial institutions as deemed
necessary from time to time; and,

c) Lending through Repurchase Market
whereby the BOT buys and sells
government bonds from commercial
banks, finance companies and other
financial institutions with an agreement
to repurchase or resell. This purpose is
to enable those financial institutions te
invest short-term, their surplus funds
while those financial institutions which
are termporarily short of funds will be
able to sell their government bonds
easily so as to adjust their position
expeditiously.

HRERKA KRR
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K. Currency

The monetary unit is the KYAT divided into
100 PYA.

Bank notes of K1, K5, K10, K100 and such
other denominations as determined by
the President.

Coins shall be P1, P5, P10, P25 or K1/4,
P50 or K1/2, K1 and such denominations
as determined by the President.

The design, form and material of Bank
notes and the design, composition and
other characteristics of coins shall be
decided by the President.

All currency notes and coins issued by
UBB shall be legal tender. All coins below
one kyat denomination shall be legal ten-
der for payment up to one kyat.

e

The monetary unit is the RUPIAH divided
into 100 CENTS.

Type, value and other characteristics of
currency to be issued shall be determined
by BI.

All currency notes and coins issued by Bl
shall be legal tender.

Any action pertaining to money or having
the objectives of payments and any obliga-
tion which has to be fuffilled in money, i
perfermed in Indonesia, shall be carried
out in Indonesian rupiah unless otherwise
clearly provided by legislative regulations.

ek k kK

The monetary unit is the RINGGIT divided
into 100 SEN.

Notes shall be legal tender at face value.

Coins shall be legal tender al face value for
payment of:

a) Any amount for coins exceeding M$1;

b) Not exceeding M$10 for denomination
of 50c and M$1; and,

c) Not exceeding M$2 for coins of less
than 50c.

Characteristics of notes and coins shall be
determined by the Minister of Finance on
the recommendation of BNM.

Except with BNM's approval, no one shalt
use photograph or any drawings or design
resembling any notes or coins or part
thereof in any advertising or any merchan-
dise or products which is manufactured,
sold, circulated or distributed.

BNM has the sole right to issue currency
notes and coins in Malaysia.

ey ko

NRB has sole right to issue Nepali cur-
rency notes.

NRB has to maintain a reserve equal to the
value of the currency notes issued. At least
50% of the reserves shall be kept in the
form of one or more from among gold,
silver, foreign currencies, foreign securities
and foreign bills of exchange and the
balance in the form of one or more from
among Nepali coins (50 Paisa, Rs.1, or
coins of higher denominations), Nepali
securities and promissory notes or bills of
exchange. Currency notes may be issued
with at least 25% of the reserves in one or
more from among gold, silver, foreign cur-
rencies, foreign securities and foreign bills
of exchange and the balance in the form of
one or more from among Nepali coins,
Nepali securities, promissory notes or bills
of exchange, in case His Majesty's
Government So permits.

It shall be the responsibility of the Bank to
redeem and repay currency notes issued
by His Majesty's Government prior to the
establishment of the Bank and currency
notes issued by the Bank itself.

The assets of the Issue Department, that is,
the security maintained against the issue of
currency notes, shall not be utilised to
meet the liabilities of the other deparntments
of the Bank.

EAHRANKEER
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K. Currency

The monetary unit is the PESO (P), divided
into 100 CENTAVCS (c).

The CBP shall have the sole right and
authority to issue currency within the terri-
tory of the Philippines. Notes and coins
issued shall be liabilities of the Bank and
shall not exceed its assets.

All notes and coins issued shall be fully
guaranteed by the Government and shall
be legal tender in the Philippines, provided
that coins shall be legal tender in amounts
not exceeding P50 for denominations from
ten centavos to one peso and in amounts
not exceeding P20 for denominations of
five centavos or less.

The Monetary Board, with the approval of
the President of the Philippines, shall pre-
scribe the denominations, dimensions,
designs, inscriptions and other charac-
teristics of notes issued; likewise, the
weight, fineness, designs, denominations
and other characteristics of the coins
issued.

The Monetary Board shall prescribe the
amounts of notes and coins to be printed
and minted, respectively, and the condi-
tions to which the printing of notes and the
minting of coins shall be subject.

Err e

The monetary unit is the SINGAPORE
DOLLAR (S$) divided into 100 CENTS.

The Board of Commissioners of Currency,
Singapore has the sole right to issue cur-
rency notes and coins. Notes shall be legal
tender at face value for payment of any
amount. Coins shall be legal tender for
payment of:

a) Denominations
exceeding 50¢ :©  any amount;

b) 50¢ © not exceeding
S$10:
¢} Below 50c © not exceeding S$2.

The Board shall issue on demand currency
notes to equivalent value of sums in ster-
ling lodged by that person with the Board's
agent in London and shall pay on demand
by any person sterling in London to equi-
valent of notes lodged with it

Notes and coins shall have such charac-
teristics as determined by the Board.

No person can use any photograph of or
any drawing or design of any notes or
coins in any advertisement or on any mer-
chandise or products.

The Board shall establish a Currency Fund
consisting of gold and foreign cumencies,
bank balances, money at call, treasury
bills, securities of or guaranteed by foreign
governments  or international  financial
institutions and any other assets approved
by the President.

Fekkkok ok ko

The standard monetary unit is the RUPEE
(Re and Rs) divided into 100 CENTS.

All currency notes and coins issued by
CBSL are legal tender for the payment of
any amount,

The Monetary Board shall, with the
approval of the Minister of Finance, pre-
scribe the denominations, dimensions,
designs, inscriptions and other charac-
teristics of notes. Each note shall bear in
facsimile the signature of the Minister of
Finance and the Governor. The Monetary
Board may prescribe the metals, fineness,
weights, sizes, designs, denominations
and other characteristics of coins.

Rk Ak kR

The monetary unit is the BAHT (B) divided
into 100 SATANGS.

The Ministry of Finance shall mint and put
coins into circulation and prescribe the
type, denomination, metal, fineness,
weight, size, design and other characteris-
tics.

Coins shall be legal tender as to the
amount prescribed by Ministerial regula-
tion. Notes shall be legal tender for any
amount.

BOT has power to print, manage and issue
notes.

BOT shall keep a Currency Reserve to
maintain the stability of the Baht consisting
of gold, foreign currencies and securities,
subscriptions to IMF, SDR and Thai
Government securities and domestic bills.

HREERRRERR
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L. Par Value and
Exchange Rates

UBB may, with the approval of the Presi-
dent, determine and certify the legat
parities of the kyat with respect to gold and
foreign currencies.

UBB shall determine the maximum rates at
which foreign exchange dealers buy spot
exchange and the maximum rate at which
they sell spot exchange. These rates shall
not differ from legal parities by more than
1%.

UBB may require foreign exchange
dealers to report the volume and composi-
tion of purchases and sales of gold and
foreign currencies and supply any other
data.

UBB may fix the maximum amount of work-
ing balances in any or all currencies.

AR

The exchange value of the rupiah is deter-
mined by Bl under a system of managed
float. The rupiah is linked to a basket of
currencies of Indonesia's principal trading
partners and the exchange rate is review-
ed and fixed daily by Bl against various
major currencies and the SDR.

TRARAENEN

Original par value was fixed at 0.290299
gramme of fine gold.

On 21 June 1973, the Malaysian Ringgit
was allowed to float.

On 27 September 1975, the Government
adopted a new exchange rate system
since it was no longer desirable to deter-
mine the exchange rate of ringgit in terms
of US$ alone. The value of the ringgit
would be determined in terms of the cur-
rencies of those countries which are signi-
ficant trading partners of Malaysia.

Aok R A AR K

The Bank shall have the sole right to deal
in exchange transactions between Nepali
and foreign currency at exchange rates
determined by the Bank on the basis of the
par value fixed by His Majesty's Govern-
ment. His Majesty's Government shall con-
sult the Bank while fixing the basis of the
par value.

His Majesty's Government may frame
regulations or issue orders relating to
foreign currency control in consultation
with the Bank, o
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L. Par Value and
Exchange Rates

The gold value of the Peso is at 7-13/21
grains of gold, 0.900 fine, equivalent to the
US dollar parity of the peso.

The par value shall not be altered unless:

a) The existing parity would make impossi-
ble the achievement of balanced and
sustainable economic growth without:
i) depleting reserves,

i) the chronic use of restrictions on
" peso convertibility, and,
i) the undue Government intervention
in international flow of goods and
services; or

b} Uniform changes are made by member
countries of IMF; or

c) Operation of any executive or interna-
tional agreement, to which the Philip-
pines is a party, requires an:alteration in
the gold value of the peso.

Any maodification in the gold or dollar value
of the peso must be in conformity with all
executive and interriational agreements
and shall be made only by the President
upon the proposal of the Monetary Board.
The proposal of the Monetary Board shall
require the concurrence of at least 5 of its
members.

Whenever indicated and not necessarily
under emergency conditions alone, the
Monetary Board with concurrence of at
least 5 members, and with approval of the
President, is authorised to change
exchange rate or rates of the peso, which
may differ from its par value.

Currencies of member countries of the IMF
shall have their parities with respect to the
peso established on the basis of
announced par value by IMF; if not
announced, on the basis of exchange rate
for the currency in the foreign market.
Parities of freely convertible currencies of
non-member countries shall be esta-
blished on the basis of their gold or US
dollar equivalent; for currencies not freely
convertible of such countries, parities shall
be on the basis of exchange rates for the
currency in foreign markets.

Note: The Philippines, being a member of
the International Monetary Fund,
abides by IMF Articles of Agreement
and amendments thereto which,
among other things, allow each
member country to adopt its own

Original par value was fixed at 0.290299
gramme of fine gold, which shall not be
varied except by the President of the
Republic in accordance with the Articles of
Agreement of the [nternational Monetary
Fund.

P

exchange rate policy. The present
policy of the CBP is to allow the
exchange rate of the peso to float,
responding to basic market forces
and determined by average inter-
bank rates.

ARRRTKAARK

The original par value was fixed at 2.88
grammes of a grain of fine gold.

The legal parities of foreign currencies with
respect to the Sri Lanka rupee are deter-
mined by the Governor.

The Monetary Board shall from time to time
determine the rates at which the Central
Bank will buy or sell foreign exchange.

wk kR KR

The external value of the baht is deter-
mined on the basis of the relationship of
the baht to a weighted basket of curren-
cies of Thailand's major trading partners
as well as other considerations such as
balance of payments condition and
foreign exchange market condition.

The Exchange Equalisation Fund shall
intervene to keep the relationship of the
baht to the basket of currencies within a
margin and to maintain orderly conditions
in the exchange market,

The par value of the baht was established
as equivalent t0.0.0368331 gramme of fine
gold.
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M. Annual Accounts
and Reports

Financial year is 1 October to 30
September.

UBB shall within 2 months from the close of
accounts submit to the President a copy of
annual accounts signed by the Chairman
and General Manager and certified by the
Auditors and a report by the Board on the
bank and these shall be published in the
Gazette.

The President appoints the auditors.

Fhek Rk Rk ke

Financial year is from 1 April to 31 March.

Before the beginning of the financial year,
the Board shall submit the budget to the
Government for approval.

Bl compiles weekly a condensed balance
sheet to be published in the Gazette.

At the end of the financial year, Bl com-
piles an annual report giving an extensive
review of monetary and economic deve-
lopments.

Not later than & months after the fiscal
year, the Board submits to the Government
for-authentication the annual balance sheet
and profit and loss account. The Auditor-
General audits these accounts.

ERRRHXERRR

The financial year is from 1 January to 31
December.

BNM shall publish after the fifteenth day
and last day of each month a return of
assets and liabilities and a copy submitted
to the Minister of Finance.

Within 3 menths of close of financial year,
BNM shall transmit to the Minister a copy
of the annual accounts certified by the
Auditor-General and published in the
Gazette and a copy of the report on the
working of BNM which shall be published.
The accounts and report shall be laid
before Parliament.

The accounts of BNM are audited by the
Auditor-General.

e

The financial year is from 168 July to
15 July.

The financial year of the Bank shall be
identical with the financial year of His
Majesty’s Government.

The Bank shall publish monthly statements
of its accounts regularly.

The Bank shall submit reports on its annual
accounts and activities to His Majesty's
Government within 4 months from the
closing of every financial year.

ARERENREAK
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Philippines

Singapore

Sﬁ Lanka

Thailand

M. Annual Accounts
and Reports

Financial year is from 1 January to 31
December,

Within the first 15 days of each month, the
CBP shall publish a general balance sheet
as of the last working day of the previous
month.

Before the end of March each year, the
CBP shall submit to the President and to
the Senate through its President, to the
House of Representatives through its
Speaker, and shall publish an annual
report on the condition of the Bank and a
review of the policies and measures
adopted by the Monetary Board during the
past year and an analysis of the economic
and financial circumstances which gave
rise to these policies. The annual report
shall include a statement of the Bank's
financial condition and a statistical appen-
dix, containing minimum data specified in
the Central Bank Act.

EARRXKENRR

The financial year is from 1 April to 31
March.

Within 6 months from the close of the finan-
cial year, MAS shall transmit to the Presi-
dent: :

a) a copy of the accounts certified by the
Auditor-General, and such accounts
shall be published in the Gazette; and,

b) a report by the Board of Directors on the
workings of MAS, and such report shall
be published by the MAS.

The Authority shall present the annual
accounts and the annual report to Parlia-
ment as soon as possible.

P ]

The financial year is from 1 January to 31
December.

Before the. eighth day of each month,
CBSL shall publish a general balance
sheet showing the volume and composi-
tion of assets and liabilities as at the last
working day of the previous month.

Within 4 months after the end of each
financial year, the Monetary Board shall
submit to the Minister of Finance and shall
publish an annual report of the condition of
the Central Bank and a review of the
policies and measures adopted by the
Manetary Board during the financial year
and an analysis of the economic and finan-
cial circumstances which prompted those
policies and measures.

The Auditor-General shall audit the annual
accounts.

ARRENRNENR

Financial year is from 1 January to 31
December.

BOT shall submit to the Minister for pubfi-
cation weekly returns of the Issue Depan-
ment and the Banking Depariment in the
form prescribed by the Minister.

Within 3 months after the close of the
calendar year, BOT shall submit to the
Minister for publication its balance sheet
and profit and loss account as at end of
last year signed by the Govemor, Deputy
Governor and Chief Accounting Officer
and certified by the auditors together with
a report by the Court on the working of the
Bank.

The Minister may appoint the President of
Audit Council to examine the accounts.

The Court of Directors may elect auditors
who shall report to the Minister on the
accounts. -
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Burma

Indonesia

Malaysia

Nepal

N. Allocation of
Profits

After making necessary provisions, the
balance of the profit shall be distributed as
follows:

a) 756% to Reserve Fund; and,
by 25% to Government.

Provided that when the Reserve Fund is
the same as authorised capital, the profits
payable to the Reserve Fund shall be used
to liquidate any outstanding Government
liabilities to UBB and the balance, if any,
shall be paid to Government.

T rr—

Profits are allocated as follows:

a) 20% 1o General Reserves until these
equal capital;

b) 20% to Special Reserves;

c) 7-1/2% to Welfare Fund for Bank
employees, use of which is determined
by Government;

d) 7-1/2% as bonus to Bl employees
limited to three times the amount of
monthly salary; and,

e)use of balance is determined by
Government.

PETTY T TS

Net profits are distributed as follows:

a) such amount as the Minister determines
in consultation with the Board to be
placed in General Reserve Fund; and,

b) Remainder to Government provided
that where the General Reserve Fund
(GRF) is less than half of paid-up capi-
tal, al! net profits shall be paid to GRF
and when GRF is not less than haif but
less than twice of capital, not less than
30% shall be credited to GRF.

AR AT RAN

The balance of profit at the end of every
financial year, shall be, after allocating
necessary amount for different funds
established by the Bank from time to time,
reserves, depreciation and other con-
tingencies of the Bank, credited to the con-
solidated fund and in case the Bank sus-
tains losses, the amount thereof shall be
compensated by His Majesty's Govern-
ment. -
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Philippines

Singapore

Sri Lanké

Thailand

N. Allocation of
Profits

Within 30 days after the fiscal year, CBP
shall determine its net profits and losses.
Within the first 60 days after the end of the
fiscal year, net profits shall be distributed
as follows:

a) 25% shall be carried to surplus until
total capital accounts shall reach at
least 10% of total assets of CBP less its
assets in gold and foreign currencies;

b) Any remaining net profits shall be
added to Securities Stabilisation Fund
until the Fund’s assets are considered
adequate for its open market opera-
tions;

¢) Any remaining net profits after fulfilling
{a), (b) shall be used to reduce the
Account to Secure Coinage or the
Monetary Adjustment Account until
these accounts shall have been liqui-
dated; and,

d) Any remaining net profits may after fulfil-
ling (@), (b) and {c) be transferred to
surplus or used to reduce Government
obligations to the Bank or paid to the
General Fund of the Government.

Should the Bank incur net losses, the same
shall be deducted from surplus, and if the
surplus is adequate, the balance shall be
deducted frem the Bank’s-capital.
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Such part of the profits as the Board of
Directors determines shall be placed to
General Reserve Fund and the remainder
paid to Government:

a) Where General Reserve Fund is Jess
than half the paid-up capital, all net
profits shall be paid to General Reserve
Fund; and,

b) Where General Reserve Fund is not less
than half of paid-up capital but less than
twice paid-up capital, not less than 30%
of the net profit shall be paid to General
Reserve Fund.

FERERNARIR

Before the expiry of 30 days after the end
of the financial year, CBSL shall determine
net profits or iosses. Within 60 days of end
of year, CBSL shall distribute net profits as
follows:

a) All net profits shall be used to reduce a
suspense account called “Monetary
Adjustment Account” to which amounts
excluded from the computation of prof-
its and losses shall be entered.

b) Any remaining profits after liquidation of
the Monetary Adjustment Account shall
be credited to surplus until total capital
accounts is egual to at least 15% of dif-
ference between total assets and assets
in gold and foreign currencies; and,

¢) Any remaining profits after compliance
with (a) and (b) above shall be used to
liquidate any outstanding Government
obligation 1o CBSL or be paid to the
Consolidated Fund in consultation with
the Minister of Finance.

HAEFAR AR

Any net profits after deduction to Ordinary
Reserve Fund (comprising 25% of net
annual profits until the Ordinary Reserve
Fund equals the paid-up capital or more,
the annua! appropriations may be reduced
by the Court) and other reserve funds shall
be paid to the general revenue of the
State.
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ORGANIZATION CHART OF BANK INDONESIA
(As of 31 March 1987)
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Appendix C
ORGANIZATICN CHART OF THE CENTRAL BANK OF THE PHILIPPINES

(As of 6 August 1887)
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Appendix D

ORGANIZATION CHART OF CENTRAL BANK OF SRI LANKA

(As of October 1987)
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Appendix E

{As of 7 October 1987)

ORGANIZATION CHART OF BANK OF THAILAND
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48 Supervision of Financial Institutions

Burma

Indonesia

Malaysia

Nepal

A. Supervisory
Authority

1.

UBB may periodically or at its discretion
ensure an inspection to be made of a bank
and its books and accounts and supply to
the bank a copy of the report of the inspec-
tion.

Officers authorised to inspect a bank have
power to:

a) examing on oath any director, bank
officer, or employee;

b) require any director, officer or employee
to furnish information for determining
true position of the bank;

¢) require any director, officer or employee
to produce any books, records or other
documents.

UBB may direct, supervise, coordinate or
audit Myanma Economic Bank, Myanma
Agricultural Bank and Myanma Foreign
Trade Bank.

HREENNIEH

Bl may oblige banks to submit reports it
considers necessary and examine the
activities of any bank to supervise the
implementation of provisions in banking.

Bl may stipulate general provisions on
responsibilities of  directors/supervisory
council/council of commissioners of any
bank, either state-owned or private or
cooperative. Bl may determine the sanc-
tions to be imposed for non-compliance.

Bl may guide and supervise, by stipulat-
ing general provisions on activities of the
institutions.

ARXRERNES

BNM shall from time to time investigate
under conditions of secrecy, books,
accounts and transactions of a licensed
bank and of any branch, agency or office
outside Malaysia of a bank incorporated in
Malaysia.

The Minister of Finance may direct BNM to
investigate under conditions of secrecy, a
licensed bank if he has reason to believe it
is carrying on business detrimental to the
interests of its depositors and other cre-
ditors or has insufficient assets to cover its
liabilities to the public, or contravenes pro-
visions of the Banking Act 1973 or the Cen-
tral Bank of Malaysia Ordinance 1958.

Licensed banks shall accord BNM access
to books, accounts and records. Any
licensed bank failing to comply shall on
conviction be liable to a fine not exceed-
ing M$4,000 for every day of default.

Except for purposes stated in 1 and 2
above, the Minister may not direct BNM to
enquire specifically inte the affairs of an
individual customer except under Bankers’
Books (Evidence) Act 1949.

Except with the approval of BNM, no staff
of a licensed bank may divulge any infor-
mation on an individual customer unless
authorised by the customer, the customer
is declared a bankrupt or the information is
required to assess his credit-worthiness
with regard to a bona fide commercial
transaction or a prospective commercial
transaction. Any person who fails to com-
ply shall on conviction be liable to a fine
not exceeding M$40,000 or 3 years' impri-
sonment or both.

Every licensed bank is required to send to
BNM within such period as may be pre-
scribed by BNM after the end of each
month a statement on credit facilities
extended to:

a) any corporation quoted on a recognised
stock exchange or public company in
which the licensed bank's non-execu-
tive directors have no material interest
or have no interest in their personal
capacity as determined by BNM; and,

b) any individual in whom and any firm or
corporation in which any of its directors
is interested directly or indirectly.

The Nepal Rastra Bank Act 1955, Section
23A provides NRB with the supervisory
authority under which the Central Bank
shall exercise general supervision over
commercial banks and financial institutions
and for the purpose the Central Bank may
inspect and examine commercial banks
and financial institutions from time to time.

In the process, the bank may seek expla-
nation and examine all records in order to
ascertain the financial soundness of the
commercial banks or financial institutions
concerned, It shall be obligatory on the
part of the commercial banks and financial
institutions to cooperate with the inspection
team and comply with the directives
issued by the Central Bank.
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Philippines

Singapore

Sri Lanka

Thailand

A. Supervisory
Authority

The CBP is charged with the supervision
and examination of banking institutions.
The supervision functions include:

a) Processing of application to establish
banks in the Philippines as well as
offices (branches, agencies, extension
offices, representative offices), domes-
tic or international, as well as changes in
the sites of such offices;

b) Processing of application to amend arti-
cles of incorparation or by-laws;

c) Processing of applications to perform
functions such as trust powers, foreign
currency deposit facilities, invest in
allied and non-allied undertakings, and
other functions which require prior
approval by supervisory authorities;

d) Issue, amend or revoke rules and regu-
lations;

e) Examination of banks, regular or
special;

f) Closure and liquidation; and,

g) Submission/publication of periodical
reports.

The operations and activities of non-bank
financial intermediaries shall be subject to
regulation by the Monetary Board which
may include but not fimited to, the imposi-
tion of constraints covering:

a) the minimum size of funds received;

b) methods of marketing and distribution;

¢) terms and maturities of funds received;
and,

d) uses of funds.

If circumstances so warrant as determined
by the Monetary Board, any of these
institutions may be subject to special
examination.

If such entities are authorised by the Cen-
tral Bank to perform quasi-banking func-
tions they may also be subject to further
regulation which may include, but need not
be limited to, imposition of net worth to risk
assets ratios, reserve requirements,
interest rate ceilings, methods of computa-
tion thereof, prescribing minimum charges
which may be collected, minimum capitali-
sation and submission of statistical reports.

Nen-bank financial intermediaries are also
subject to regular examination just like
banks.

The MAS shall, from time to time, inspect
under secrecy the books, accounts, and
transactions of each bank and any branch
or agency outside Singapore cpened by a
bank incorporated in Singapore.

MAS may at any time investigate any bank
it has reason to believe is carrying on busi-
ness in a manner likely to be detrimental to
the interests of depositors/creditors or has
insufficient assets to cover liabilities or is
contravening laws and regulations.

If any account, book, information or docu-
ment is not produced as required, the
bank shall on conviction be liable to a fine
not exceeding S$20,000 and for a con-
tinuing offence, to a further fine of $$2,000
every day during which the offence conti-
nues after conviction.

REEERR SRR

The CBSL shall maintain a depariment
to carry out continuous supervision and
periodic examination of banks.

The Director of Bank Supervision shall
examine or cause to examine books and
accounts of each bank at least once in an
examination period. A report on the results
of examination shall be submitted to the
Governor.

For the purpose of continuous supervision
of banks or for the periodic examination of
banks, the department may call for any
information, books, records and other
documents.

L T Y

The Minister of Finance is empowered to
appoint inspectors to examine and report
on the affairs and assets of banks or he
may delegate the power to BOT to appoint
its officers as inspectors.

If after having received an examination
report from the inspector, the Ministry of
Finance is of the opinicn that the condition
or operation of any commercial bank is
such that serious damage may be caused
to the public interests, he is empowered to
order that commercial bank to be placed
under control or to withdraw the licence.
However,.in case where the commercial
bank has taken measures to rectify its
administration, including the transfer or
dismissal of its directors or officers respon-
sible in accordance with the recommenda-
tion of the Minister of Finance within the
pericd of time specified by the Minister of
Finance, the Minister of Finance may post-
pone ordering control of the commercial
bank or withdrawal of its licence, and in
such case the Minister of Finance may pre-
scribe any condition to be complied with
by the commercial bank for the purpose of
rectifying the condition or operation of that
commercial bank.
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Burma

Indonesia

Malaysia

Népal

If BMN finds that any credit facility granted
is detrimental to the depositors of the
licensed bank, BNM may by order in wri-
ting prohibit that bank from granting any
further credit facility or impose restrictions
and may direct that bank to secure repay-
ment of any such credit facility.

A licensed bank that is likely to become
unable to meet its obligations or about to
suspend payments shall inform BNM
immediately.

When BNM is satisfied that a licensed
bank follows unsound or improper prac-
tices; is unable to meet its obligations or
about to suspend payments; contravenes
provisicns of the Banking Act 1973, con-
travenes any condition imposed on its
licence or carries on business detrimental
to the interest of its depositors, BNM, with
the concurrence of the Minister may:

a) issue orders to the bank to take reme-
dial steps and the bank shall comply;
b} prohibit the bank from extending more
credit facilities;

¢} remove any of its director or appoint any
person as director;

d) appoint an adviser,

e) assume control of and carry on the bus-
iness or appoint another perscn to do
1o

f) petition to High Court to wind up the '

bank;

g) BNM, with the concurrence of the Minis-
ter of Finance, may grant loans to a
licensed bank incorporated in Malaysia
against the security of shares or pur-
chase any shares of such bank for the
purpose of controlling the business of
the bank, in the event that BNM consi-
ders such bank as uniikely to be able to
meet its obligations or about to suspend
payment;

h) BNM may dispose of any shares pur-
chased by it at such time when the
reasons for which BNM purchased the
shares have ceased to exist; and,

i) In any loan or purchase, the Minister or
BNM may obtain the advice of the
Advisory Panel established under Sec-
tion 31A(2) of the Central Bank of
Mataysia Ordinance 1958.
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Philippines

Singapore

Sri Lanka

Thailand

The institution subject to examination reim-
burses the CBP for cost of maintaining the
supervisory and examining department
and pay the CBP within the first 30 days of
each year an annual fee to be determined
by the Monetary Board and equal to a pre-
scribed percentage of its average local
assels during the preceding year as
shown in the end of month batance sheets
after deducting cash in hand and amounts
due from banks, provided this does not
exceed 1/20 of 1%.

When a bank continually violates regula-
tions or is unwilling to maintain adequate
soivency and liquidity, the Monetary Board
may appoint a conservator to take charge
and exercise all powers granted under the
law to conserve the banks and see to it that
it complies with all existing banking laws,
rules and regulations, '

When a bank is insolvent, the Monetary

Board may forbid it to do any business and
designate a Central Bank officer as
receiver to take charge of all assets and
liabilities. The Monetary Board shall decide
within 60 days whether the bank may be
reorganised. If not, it shali order its liquida-
tion.

Any owner, agent, manager or officer in
charge of a banking institution who wilfutly
refuses to file a required report or refuses
to permit any lawful examination into the
affairs of such institution shall be punished
by a fine not exceeding P10,000 or by
imprisonment of not more than 1 year or
both, in the discretion of the court.

The operations and activities of non-bank
financial intermediaries except insurance
companies are subject to regulation by the
Menetary Board. The power to regulate the
issuance of rules of conduct on the estab-
lishment of modes or standards of opera-
tion for uniform application to all institutions
or functions covered, taking into conside-
ration in determining such coverage, the
distinctive character of the operations of
institutions and the substantive similarities
of specific functions to which such rules,
modes or standards are to be applied and
if the circumstances so warrant, as deter-
mined by the Monetary Board, any of these
institutions may be subject to special
examination.
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Burma

indonesia

Malaysia

Nepal

10.

11.

12

Any bank, over which BNM or a person
appointed by BNM has assumed control
that fails to cooperate shall on conviction

be liable to a fine not exceeding M$4,000

for every day the default continues.

BNM may, with the approval of the Minis-
ter, if it considers it to be in the interests of
the depositors of a licensed bank, make an
order prohibiting the bank from carrying on
banking business or from performing any
act or function of banking business, or
apply to the High Court for an order stay-
ing the commencement or continuance of
any proceedings by or against the bank in
regard to any business of the bank.

Every licensed bank incorporated in
Malaysia shall obtain approval from BNM
before making any admendment to its
memorandum of association or articles of
association and shall within 3 months after
making the amendment tc its constitution
fumnish the Minister of Finance through
BNM, particulars in writing-duly verified by
a statutory declaration made by a senior
officer of the bank of the amendment.
Banks which fail to comply shall be liable
to a fine of M$2,000 for every day of

default.

The Minister may, on the recommendation
of BNM, revcke any licence issued to a
bank if the bank:

@) is carrying on business detrimental to

depositors and creditors;

b) has insufficient assets to cover liabilities
to the public;

c) is contravening provisions of Banking
Act 1973 and Central Bank Ordinance
1958; or

d) has ceased to carry on banking busi-
ness in Malaysia.
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Burma

Indonesia

Malaysia

Nepal

B. Institutions
Supervised by the
Central Bank

oo N

Myanma Economic Bank
Myanma Agricultural Bank
Myanma Foreign Trade Bank
Industrial Development Bank
Savings banks

PrLae ey
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Commercial banks
Development banks
Savings banks

Rural banks

HRHRIA RN
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Commercial banks
Finance companies
Merchant banks
Discount houses
Deposit-taking institutions

P P

Commercial banks:

Rastriya Banijya Bank
Nepal Bank Limited

Joint-venture banks:

Nepal Arab Bank
Nepal Indosuez Bank
Nepal Grindlays Bank

Agricultural Development Bank
Nepal Industrial Development Cerporation
Finance companies
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Philippines

Singapore

Sri Lanka

Thailand

B. Institutions
Supervised by the
Central Bank

Commercial banks
Thrift institutions:

a) Savings banks
b} Private development banks
¢} Stock savings and loan associations

Rural banks

Non-bank  thrift  institutions  {non-stock
savings and loan associations)

Nen-bank financial intermediaries (regu-
lated entities):

a) Investment houses

b} Investment companies

¢) Financing companies

d) Security dealers and brokers
e) Fund managers

f) Lending brokers

g) Money brokers

h) Pawnshops

THRIHRKEKNE
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Commercial banks
Finance companies

Insurance companies (under Insurance
Commissioner's Department)

Merchant banks

Securities companies

Futures companies and futures exchanges
Moneychangers and remittance shops
Credit card companies

‘Moneybrokers

R R

Commercial banks.
Regional rural development banks.

Agencies or institutions acting on behalf of
the Government (whether established by a
written law or otherwise) which make
loans, advances or investments or accept
deposits of money from the public.

Any person or body declared by the Minis-
ter of Finance to be banking institutions.

Deposit-taking finance companies.

Any cooperative society carrying on bank-
ing business.

Any subsidiary or agency of a commercial
bank, banking institution or-a cooperative
society carrying on banking business.

HRERRRRHAK
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Commercial banks

Finance companies

Securities companies

Finance and securities comparies

Credit foncier companies
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Burma

Indonesia

C. Supervisory
Department

n.a.

1.

2.

State Banks Supervision Department

State Banks Supervision

Department
State Comm. State Dev. & State Bark
Banks Superv Savings Banks Exam.
Div. Superv. Div. Bureau

Private Banks Supervision Department

Private Banks Supervision
Department
l il
Private Private Non- Private Banks
Foreign Exch. Foreign Exch. Exam.
Bank Superv. Bank Superv. Bureau
Div. Div.

3. Banking Research and Development Bureau

Head of Bureau

Deputy

l

Coordinator

Coordinator

Coordinator

|

Researcher/Analyst
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C. Supervisory

Department Malaysia

1, Bank Examination Department | 3. Bank Regulation Department

Bank Exam. | (BNM)
Bank Reguiation (BNM)

Manager

PA Manager/Adviser
____ EA
— PA
DM DM
STENO STENO | Operations l ] Cevelopment l
| | DM DM
Dev. [Exam.] [Exam. ] [Exam ]| Exam. | | Exam. | ‘ Etﬂ — L = : I t )
Training SAM SAM Commetcial Intensive Superv. P;Ilscy, Legal Matter Stats. & Bank
; Banks & Admin. pecial Projects Relations
& Admin. STENO STENO | : T T T
| A'M P;M AM AM AM AM AM AM
] )
SAO 3SA0  2SA0  4SAO  2A0  2SA0 —t— !
A'O Finance Merchant Stats. & Capital Market,
i Companies Banks Computer Credit Pol. & Housing
Admin. Staff. Pool of Examiners L l I l
1 EQ, 2 CO, 1 RA, 31 AQ. 48 EQ SAQ SAQ SAQ  SAO SAD SAO SAO SAO SAO SAO SAD SAO
4TYP, 1 CA, 1 OA ) 3A0 3A0 2A0 3A0 3A0 2A0 3A0 3A0 2A0 2A0 AQ 2A0
3EQ 3EQ EOQ EO
4CO 4CO Cco
2. B inati
ank Examination Department Il 3 Steno, 5 Typ,
1RA, 1CA 20B
Bank Exam. I (BNM)
Manager DM = Deputy Manager
PA EA = Executive Assistant
D;M PA = Personal Assistant
SAM = Senior Assistant Manager
}‘ : STENO T y AM = Assistant Manager
SAD = Senior Administrative Officer
Trg., Dev., o
Adr;?n. & Bvarm l E::amA ] [ Examj L Exam. I I Exam. AD = Administrative Officer
SAM ! ! EQ = Executive Officer
[ o AI;/I AM AM CO = Clerical Officer
SAO 3 SAO o 1 RA = Register Assistant
| 25A0 28A0 25A0 STENO = Stenographer
1 I Y = Typist
. ) ! CA = Clerical Assistant
Admin. Pool: 1 AD, Pool of Examiners: — : .
1EO,3C0, 1RA, 27 AO, 35 EO oA = Ofice Assistant
1 CA 20A, 4 TYP = Office Boy
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Nepal

Philippines

C. Supervisory
Department

Inspection and Supervision Department

Inspection & Superv. Dept. (NRB)

Deputy Governor

Executive Director

Chief Manager

I [
E)eputy Chief Manager ] | Chartered Accountant ]
|

T T [ T — Commercial Banks H.O.
loco | | oco] Jocol] [ ocol |
Agri. Dev. Bank H.O.
Internal Commer- Commer- Agri. Dev. I
Admin. cial Bank cial Bank Bank ;
Follow-up Branches Branches Branches Joint-Venture Banks

Nepal Ind. Dev. Corp.

D.C.O. = Deputy Chief Officer.
H.O. = Head Office

kAR Ak

The Supervision and Examination Sector of the
Central Bank is headed by a Deputy Governor
and has the following departments/offices:

1. SES Department | (commercial banks and
governrment banks)

SES Department |l {thrift banks)

SES Department [Hl (rural banks and spe-
cial financing programs)

4. SES Department IV {non-banks and finan-
cial intermediaries)

5. SES Department V (Liguidation Dept.)

6. Corporate Analysis Office

7. Supervisory Reports Office

In addition, there are the Special Studies Unit
and an Examination Review and Control Staff in

the Office of the Deputy Governor that reviews
and evaluates reports submitted by examiners.

Below is the organisational chart of the Sector.

Deputy Governor

Special Exam. Review
Studies Unit

& Ctrl. Staff

SES SES SES SES SES

Dept. | | | Dept. Il Dept. Il Dept. IV Dept. V
Corporate | | Superv'ry
Analysis Reports

QOffice Office

Ak kAR
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Singapore

‘Sri Lanka

Thailand

C. Supervisory
Department

Banking and Financial
ln$titutions Department

Foreign | { | Domestic | | | Development Statistics
Div. Div. Div. Div.

Securities Inspectorate{ | Administration
Industry Div.,
Div.
Objectives:

1. To ensure the soundness of the banking,
securities and finance houses industry.

2. To promote further growth of Singapore as
a competitive international financial centre.

AREARRENRR

Department of Bank Supervision carries
out continuous supervision and periodic
examination of all banking institutions.
(Barnking institutions mean commercial
banks, any agency or institution that make
loans, advances or investments or accepts
public deposits and any person or body
declared by Minister of Finance to be a
bank institution.)

Most staff have experience in banks and/or
are academically qualified in economics,
accounting. They are given special train-
ing.

Bank Supervision

Depariment
Ag‘dltlonal Director
irector
Deputy Deputy Deputy Deputy
Director Director  Director  Director
Non-Bank Periodic Continuous
Financial Examination Supervision
Institutions of Banks of Banks
(Finance
Companies})

FHRERRK LR

1.

2.

Department of Bank Supervision and Examination

Director

Deputy | Deputy Deputy

Director - Director Director

Bank Superv.

& Analysis
Bank Exam. | | Bank Exam. | | Bank Exam. | | Special
Div. [ Div. Il Div. [l Assignmt |

Div.

Department of Financial Institution Super-
vision and Examination
Director

Deputy Deputy Deputy

Director Director Director
Superv. |{ Fin. Fin. Fin. Special
& Dev. Inst. Inst. Inst. Assignmt
Div. Exam. Exam. Exarm. || Div.

Div. | Div. Il Div, 1l
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Burma

Indonesia

Malaysia

Nepal

D. Objectives of
Supervision

n.a.

Promote a sound development of banking
and credit systems and protect public
interests.

Promote a sound development of banking
in order to be able to undertake the
implementation of government monetary

policy.

Determine the financial position of the
financial institutions and quality of opera-
tions.

Appraise and assess competence of staff
and management.

Evaluate accounting systems, records and
internal controls.

Ascertain compliance with laws and regu-
lations.

To examine and ascertain the implementa-
tion of Central Bank policies.

To evaluate the financial position, manage-
ment and operations of banks.

To check irregularities in the banking
business. ’

E. Scope and
Emphasis

Emphasis is placed on evaluation of assets
and management and compliance with
laws and regulations.

Bank soundness is viewed in terms of
capital adequacy, liquidity, loan devia-
tions, collateral deviations, due loans,
aggregate classified loans and manage-
ment.

AR AR

Determine financial position and quality of
operations, adequacy of capital and liqui-
dity positions.

Assess and appraise competence of staff
and management.

Evaluate accounting systems, recards and
internal accounting procedures and verify
accuracy and validity of returns.

Ascertain that institutions comply with laws
and regulations and directives.

Ensure compliance with the government
and national objectives.

RARERRARK

Analyse the quality of assets, evaluate the
capability of management.

Examine the deflection of loan, past due
loans, internal control system and liquidity
management.

Priority sector credit.

R e
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Philippines

Singapore

Sri Lanka

Thailand

D. Objectives of
Supervision

Ascertain financial condition and perfor-
mance.

Ascertain extent of compliance with perti-
nent laws, rules and regulations.

Determine capacity of management.

The immediate objective is determination
of liquidity and solvency and legality of
activities regarding the ability to meet obli-
gations to depositors and creditors, credit
needs of - customers, capital adequacy,
eaming capacity and future prospects. It
also involves an evaluation of the participa-
tion in the socio-economic development of
the country.

1.
2.

Protection of depositors' interest.
Ensure soundness of the financial system.

Protect depositors and provide confidence
to savers.

Ensure that banking system serves needs
of community and operate on sound bank-
ing principles and observe laws and
requirements.

Help management with constant support
and to assist management in acquiring
knowledge of operations as seen by inde-
pendent observer.

To develop information that will show the
current financial condition of individual
institutions, to ascertain that commercial
banks comply with laws and regulations
and indicate commercial banks' future
operating prospects.

E. Scope and
Emphasis

Periodic examination covers on-site exami-
nation of assets, liabilities, capital, books,
records, facilities and other operations.
Emphasis is placed on general appraisal
of solvency, liquidity, profitability and qua-
lity of management,

Examination is concerned with review and
appraisal of soundness of assets, quality
and character of management and deter-
mination of compliance with laws, rules
and regulations.

ERREREEARE

Inspection involves on-site examination,

Review involves moenitoring and analysis of
operations and activities through returns
submitted.

Supervision involves:

a) examining socundness and regulatory
compliance;

b) monitoring performance;

¢) analysing health and take remedial
actions when needed;

d) maintaining communications with and
providing assistance to institutions;

e) policing all laws and regulations.

Emphasis is placed on evaluation of
management, assets, liquidity, earnings,
capital adequacy, compliance with rules
and regulations and intermal control.
Inspection focuses on loans and advances
as they form bulk of assets and to ensure
adequate provisions are made.

AR R AR

Examination consists primarily of an
appraisal of assets. No attempt is made to
audit books. Examination involves a quati-
tative appraisal to determine the sound-
ness of operations. It is a qualitative
appraisal of assets, checks capital ade-
quacy and solvency and tests efficiency of
management. Emphasis is placed on
examination of advances portfolio to ascer-
tain the quantum that is sub-standard,
doubtful or a probable loss.

KRRKNRRRRR

Examine the operation of the commercial
banks to ensure their stability, financial
soundness and solvency.

Ascertain that commercial banks comply
with laws, regulations and government
policy.

Evaluate the accounting systems and
verify their accuracy.

Evaluate management, assets earnings
and internal control.

Analyse reports and evaluate financial
positions, capital adequacy, liquidily posi-
tions, the soundness and the solvency of
the commercial banks.

Supervise and provide assistance to the
commercial banks when needed.

Study and make suggestions with respect
1o the development of commercial banking
system.
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General examination is  implemented
simultaneously at the head office and its
branches.

General examination is carried out by a
team of examiners which consists of 6
officers for a head office and 4 officers for
a branch.

A general examination on a private bank
mastly takes 2 to 3 weeks while for a state
commercial bank, it may take 1 to 4
months due ta the number of branches.

WKk ek

physical safeguards on cash operations. A
trial balance at a certain date is taken and
figures proved against records. A review is
made of adequacy of accounting and
internal control procedures.

A maijor pant of the examination is devoted
to appraising quality of loans and
advances.

Examinations also cover other aspects of
operations such as deposit-taking, cash
control and security arrangements, inter-
bank and inter-branch transactions, invest-
ments, import and export financing and
money market and foreign exchange
operations.

Procedures follow closely the Inspection
Manual.

i

Burma Indonesia Malaysia Nepal
F. Planning and Al the end of the budget year, Bi prepares An examination usually starts with a sur- An annual plan is worked out in such a way
Conducting na an examination planning to be conducled prise check on cash heldings followed by that 70% of the total credit exposure could
Examinations o in the next budget year. a review of internal conltrol procedures and be covered. Spot inspection is conducted

in case of big projects financed by the
banks or financial institutions.

Branch offices have been categorised on
the basis of their volume of transactions:

Group A: Those branches whose credit
outstanding is ‘more than R10
million.

Group B: Whose credit outstanding is less
than R10 milion and have not
been examined for 4 to 5 years.

Group C: Branches which have never
been examined.

Examination is carried out according to the
manual,

Each team is provided with a letter of
authority for examination. The attention is
focussed on loan advances, collateral and
managerial skill.

Special investigation is conducted, if com-
plaint is received.
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Philippines

Singapore

Sri Lanka

Thailand

F. Pianning and
Conducting
Examinations

. Chief Bank Examiner in consultation with

the Assistant Director plans the examina-
tion of the banks assigned to his division
and determines the number of examiners
to be assigned, designates an Examiner-
in-Charge and confers with him on the
assignment and the areas that need
special attention or emphasis. He initiates
the preparation of schedule of examination
and letter of authority to conduct the
examination.

. Examiner-in-Charge secures all the work-

ing papers and forms to be used in the
examination and prepares a first day letter
requesting the institution to submit the
statements, schedules and summaries
necessary to facilitate examination. He
presents letter of authority and first day
letter to responsible officer of the institution
under examination and introduces mem-
bers of the team. Examiners carry identifi-
cation cards at all times.

. When examination commences, the

Examiner-in-Charge takes immediate con-
trol of cash, negotiable instruments,
bonds, coupons, checks and cther
accountabilities. He obtains a latest cer-
tified trial balance, proves all subsidiary
ledgers against the general ledger and
reviews the minutes of meetings of Board
of Directors/Stockhelders  and  any
changes in by-laws and articles of incor-
poration.

. Under the direct supervision of the

Examiner-in-Charge, all members of the
Examination Team proceed with his/her
assigned task by following the procedures
and techniques outlined in the Examination
Program Guide, earlier prepared in accor-
dance with the Manual of Examination Pro-
cedures.

. Assisting examiners submit all working

papers together with the exceptionsffind-
ings to the Examiner-in-Charge for review
and compilation.

1.

A flexible system is adopted and morat
suasion is the key. MAS encourages dia-
logue and support and is not involved in
direct management.

Prior to examination the inspector reviews
operations to decide on the type of exami-
nation. Emphasis is given on evaluation of
management, assets, earnings and inter-
nal control.

Inspections focus on loans and advances.

AR

At the beginning of the examination,
abstracts of generat ledgers of all
branches are obtained and a consolidated
statement of condition is prepared, group-
ing assets.

A team of examiners headed by a senior
examiner carries out the examination.

FEXRERERRK

. At the first step, consider periods of exami-
nation and select a team of examiners and
assistant examiners to carry on the exami-
nation. This team will plan the programme,
find out and identify problems of that bank
from the last examination report or current
returns to draw attention to the crucial
points.

. Review and discuss with other concerned
divisions, such as Bank Supervision and
Analysis Division, for problem soclving and
additional facts before making the on-site
examination.

. Get policy from the director or deputy
director of the department, discuss or clear
misunderstanding of points for the correct
understanding.

. Prepare working papers and make under-
standing to the involved examiners and
assistant examiners about the examined
bank’s site, date and commencement time
10 conduct the examination.

. When the on-site examination begins,
usually surprise check basis is employed
such as cash count, including some non-
cash iterns check. The chief examiner who
is in charge of the examination will discuss
with responsible person of the examined
bank and requests the bank to fill informa-
tion in the specified reports so that the
examiner can emphasise in crucial areas,
and normal examination is engaged.

. Evaluate bank internal control system to
plan'the scope of examination. If the inter-
nal control system exists, narrow scope will
be taken, if there is no such system the
depth examination will be performed,
which the scope of examination depends
upon the seriousness of the circumstances
or the condition.

. Get wide picture of the Bank's operation in
the areas of its business direction, assets
classification, sources of funds, eamings,
malpractices from the conventional bank-
ing practices, violation of banking act, etc.

. Collect and review working papers and
fact-findings to support the report before
ieaving the examined bank.
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Philippines

Singapore

Sri Lanka

Thailand

10.

11.

. Examiner-in-Charge follows up the prewvi-

ous examination findings and summarizes/
consolidates his own findings/exceptions
with those of the assisting examiners. He
also prepares and furnishes the institution
a copy of advance findings/exceptions
and leading pre-closing conference with
officers/directors on said findings/excep-
tions.

. Element of surprise is an important factor

for a successful and effective examination.

A bank examiner is not allowed to be in
charge of more than 2 consecutive exami-
nations of any financial institution.

. Chief Bank Examiner should, as much as

possible, schedule simultaneous examina-
tion of institutions owned by a same family
or group of people to ensure there is no
circumvention of laws, rules and regula-
tions, ascertain compliance with regula-
tions regarding inter-institution loans,
determine interlocking directorates and
whether there is no manipulation of trans-
actions.

Head office and branches examination
should have a common cut-off date.

The Examination Review and Control Staff
determines  whether  exceptions/defici-
encies are supported by evidence and
reported to Governor or Monetary Board,
determines material exceptions/deficien-
cies intentionally or unintentionally omitted
and sees that examination is carried out in
accordance with the standards contained
in the Manual.

Ak hhh kR k

9.

11.

Summarise the violation of the banking act
andfor misconduct from the conventional
banking practices, if there are any, from
the fact-findings, and write up brief report,
submit to the Assistant Governor in charge
of the Bank Supervision and Examination
Department.

. The last step in conducting the examina-

tion-is preparing data and other facts for
summarising the results of the examination
with the director or directors of the bank
concerned to get additional explanations
or data before writing up the examination
report.

In case of non-bank financial institutions,
which are classified on yearly basis, plan-
ning and -conducting examinations are
subject to its health or financial conditions
and operations, into 4 categories, i.e.,
poor, unsatisfactory, fair and good. The
first 2 categories are considered tending to
be problem institution which will be
examined more frequently than the other
two. The steps of planning and conducting
of examinations of non-bank financial
institutions are similar to that of commercial
banks, allowing for different scope of
business.
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These Acts regulate that banks are obliged
to supply any information and data on their
business in any form required by BI.
Examination result is treated as confiden-
tial documents.

General examination of state-owned banks
should be carried out every 2 years, while
general examination of private banks
should be carried out every year. A special
examination for specific purposes is car-
ried out incidentally.

AR R RX

possible because of the large number of
financial institutions relative to the man-
power of the department.

A normal programme involves keeping
large and problem institutions under con-
stant surveillance and examining cthers
every 2 to 3 years.

A snap examination may supplement full
exarmination for specific purposes:

a) Verity data and information;

b) Investigate any allegation by public to
see if it is true; and,

c) Follow up on last examination.

Annual on-site credit review of local banks
to determine the adequacy of provisions
for bad and doubtful debts.

F kR A kA

Burma Indonesia Malaysia Nepal
G. Regularity of The Bank Act and the Central Bank Act Ideally, a full examination of each financial 75% branches from Group A are
Exami regulate the authority of Bl to supervise all institution and branches should be carried inspected yearly.
mination g ty p
n.a banks domiciled in Indonesia. out at least once a year. This is usually not

Branches which lie in Group B are
inspected after every 4 to 5 years.

Generally, 25% of total bank branches are
covered in a fiscal year.
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Philippines

Singapore

Sri Lanka

Thailand

G. Regulatity of
Examination

All banks must be examined at least once
in every 12 months and at such other time
as the head of the Supervision and Exami-
nation Department determines or the
Monetary Board deems expedient. The fre-
quency depends on:

a) Seriousness or gravity. of exceptions/
deficiencies in latest report;

b} Persistence in violation;

c) Government exposure; and,

d) Availability of examiners.

Non-bank financial intermediaries
engaged in quasi-hanking functions are
examined regularly and as may become
necessary. Those without quasi-banking
functions are examined periodically. Prior
approval of the Monetary Board is secured
before a special examination of a spegific
non-bank financial intermediary is con-
ducted.

REERRRRRER

n.a.

Commercial banks are examined at least
once in 2 years.

Institutions other than commercial banks
are examined when required by the
Monetary Board.

Finance  companies are normally
examined once in 2 years.

it ]

The head office of a bank incorporated in
Thailand is examined once every 2 or 3
years. The branch of a bank incorporated
abroad is examined once 2 to 3 years and
a branch of a bank incorporated in Thai-
land once in 5 years.

Exceptional examinations may occur more
frequently if needed.

For finance companies, BOT expects to
examine each company once a year and
twice a year for companies with significant
problems. Strong companies are normally
examined once in 3 years, rather weak
companies once in 2 years and weak ones
annually.

ERRR AWK AN




68 Supervision of Financlal Institutions

Special examination covers only ceriain
argas of operations, such as oans, paid-
up capital, new buildings, and unsound
banking practices.

Prr

Snap examinations cover only certain
areas of operations.

Lttt

Burma Indonesia Malaysia Nepal
H. Priority of Examinations for poor and unsound banks For banks, the priority is on local banks Priority is given to those branches which
Examination are more frequent compared with those for followed by foreign banks. have high credit exposures and a regular
na. rsr(‘);:lgsbanks which are about once in 8 For finance companies, emphasis is on Ifg\llce);fv;éi e|s carried out by NRB district
) non-bank subsidiaries followed by bank ’
A problem may cause an immediate subsidiaries. reerenines
examination of a bank.
l. Types of General examination covers all areas of Fuil examinations cover all areas of opera- General inspection.
Examination a bank's operations. tions. Special inspection.

Supervision through returns (this is in
experimental stage).
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Philippines Singapore Sri Lanka Thailand
H. Priority of Commercial banks, savings banks and For commercial banks:
Examination savings and loans associations; a) Problemn banks;
a) All head offices: n.a. na. b) Banks incorporated in Thailand;
b) Branches of problem institutions; c) Branchgs of banks incorporated
c) 50% of respective branches provided abroad; .
resources total 85% of total and other d) Branches of banks in {b) or (c).
50% are examined alternatively every For non-bank financial institutions: The
other year,; poor and unsatisfactory companies are
Rural banks: considered being the potential problem
i institutions  which are subject to be
3 letressehd t?‘latnTS:d bank: examined prior to the fair and good ones.
ew rehabilitated banks;
c) Banks with resources PSmillion and PR,
more:
d) Banks with resources P3milion and
more:
e) Others to be examined at least once
every 2 years.
Other financial institutions:
a) Problem institutions;
b) Quasi-banking entities;
¢) Those not examined once a year should
be examined once in 2 years.
LT s of Regular or annual examinations cover all Fuil inspection covers all areas of opera- Full scope_exqmina@ion: which cover all
. type ’ . areas of aperation. It is concerned with the tions. areas of »operatlon with the main objective
Examination review and analysis of financial position, n.a. of appraisal, the safety and soundness of

operating performance, quality of opera-
tions, capacity of management and com-
pliance with laws, rules and regulations.

Special examination covers specific areas
of operation or a iollow-up examination of a
specific exception/deficiency or violation
or an investigation of an alleged anomal-
ous fransaction.

AR AR

Partial inspection covers certain areas.

Specific inspection looks at specific areas
of operations, e.g., loans to directors.

Sk ko

the financial institutions in 5 areas which
are liquidity, capital fund, quality of assets,
management/administration and profitabi-
lity.

Special examination: for specific purposes
such as investigation of the viciation of
laws, rules and regulations, and the
unhealthy or the potential prablem.

Follow-up examination: to assess the pro-
gressive correction which is given as cor-
rective measures recommended by the
examiner in the latest examination report.
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Burma

Indonesia

Malaysia

Nepal

J. Report

n.a.

An examination report is presented to the
bank to aid management to pursue correc-
tive action for major deficiencies in policies
and procedures. Institutions must respond
in a short period of time indicating whether
it agrees or disagrees with the comments.
If institution agrees, it wili be asked to give
a report on corrective actions 1o be taken.
Suspected violations of laws and regula-
tions require immediate action.

Mok ok ek

On completion of an examination, the team
briefs banks' management on findings
shortcomings. Team leaders prepare
“Notes for Discussion” and complete a
draft report. A discussion is held between
BNM and the institution after which the
report is finalised and transmitted to the
institution.

ettt

The reports of Central Office Inspection
and Special Investigation are forwarded to
the Governor of Nepal Rastra Banrk, the
General Manager and the Chairman of the
Institution. The reports consist of the
irregularities, bank risk and recommenda-
tion thereof. The branch office repons are
directly forwarded to the General Manager
of the institution.
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Philippines Singapore Sri Lanka Thailand
J. Report Immediately after the closing of the exami- The examination report is submitted to the Barnks
nation, the Examiner-in-Charge accom- Governor with the Confidential Memaoran- o ]
plishes a Report of Termination of Exami- - n.p. dum of the Director of Bank Supervision. 1. Usually, examination of head office and

nation of the institution and makes an
advance report on persons with unfavour-
able records, computation of interest on
deposits, excessive charges on each type
of loans, special problems encountered,
etc.

The Examiner-in-Charge reivews and con-
solidates all the findings/exceptions prior
to actual report writing, transmits same to
the management of the institution and asks
for a post-closing conference. The institu-
tion is represented by its senior officials
and the CBP by the Examiner-in-Charge
and the Assistant Director and Chief Bank
Examiner concerned, whenever neces-
sary. The results of the discussion may
form part of the report to the Governor/
Monetary Board.

Examiner-in-Charge submits report  of
examination addressed to the directors of
the institution and a draft of memorandum
for the Governor/Monetary Board.

EREARKRRRA

After approval, copies of the report are
sent to the Monetary Board and to the
management of the institution concerned.

Normally, the findings are discussed with
the Chief Executive of the institutions
examined prior to finalisation of the report.

sk ok

branches are separated and examination
reports are to be written up separately. But
in case of combined examination, which
total assets of head office and branches
are not less than 60% of the total assets of
banks, and number of branches examined
are not less than 20% of total number of
branches, a consolidated examination
report will be written up.

Examination report submission: The exami-
nation report is submitted to the Governor.
After approval, the report is to be sent as
follows:

a} In case of head office examination, ori-
ginal report and one copy are sent to
the examined bank and the Ministry of
Finance accordingly;

b) Branch examination, original report and
one copy are sent to head office of the
examined bank so that the branch can
have the copy of examination report.

Non-Bank Financial Institutions

1.

Warning and rectification letter is submit-
ted immediately to the company in which
malpractices or legal violation are found.

With the finalised discussion and recom-
mendation, the examiner-in-charge writes
up two exarmination reports and submits to
the Assistant Governor. After approval, the
original report is sent to the Chairman of
the examined company.
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Definition

Licensing

Capital

Financial Requirements

Operations of Banks/Restrictions on Operations
Appointment/Removal of Directors and Officers
Restrictions on Lending to Directors and Affiliates
Restrictions on Lending to Employees
Restrictions on Operations of Subsidiary Companies/Businesses
Loans to Single Borrowers

Investment in Securities

Purchase of Real Estate

Priority Areas of Lending

Sources of Funds

Uses of Funds

Submission of Information and Data

Annual Accounts

Insolvency

Central Bank Intervention

Penalties on Contravention
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Burma

Indonesia

Malaysia

Nepal

A. Definition

“Bank” means each of the banks estab-
lished under the law as such:

a) the Myarima Economic Bank;

b) the Myanma Foreign Trade Bank;

¢) the Myanma Agricultural Bank;

d) the Industrial Development Bank; and,
e} the savings banks.

Each bank is established with the following
objectives:

a) to achieve the objectives of the annual,
short-term and long-term  economic
plans of the State;

b) to operate the State-owned enterprises
on commercial lines, to promote pro-
ductivity and to exercise supervision
from the monetary aspect, over the
operations carried out in accordance
with the Economic Plan;

c) to supervise the financial matters of the
economic plan and of the budget and to
tender advice thereon;

d)to promote measures towards the
smooth functioning and growth of the
State finances;

e) to maintain the stability of the Burmese
kyat inside and outside the Socialist
Republic of the Union of Burma; and,

f) to develop banking operations.

Tk ok

A bank is a financial institution, the main
business of which is to grant credits and
render services in the traffic of payments
and the circulation of money.

ErETErT Ty

A bank is any person who carries on bank-
ing business involving receiving money on
current or deposit account, paying and
collecting cheques drawn by or paid in by
customers and making loans and
advances to customers and includes other
business as BNM may prescribe with the
approval of the Minister of Finance.

I taisd

A bank is an institution licensed to accept
deposits, exchange money, extend loans
and entitled to carry out other commercial
banking transactions.
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A. Definition

Only entities duly authorised by the Mone-
tary Board of the Central Bank may
engage in commercial banking and
expanded commercial banking.

A commercial banking corporation shall
have all such powers as shall be neces-
sary to carry on the business of commer-
cial banking, by accepting drafts and issu-
ing letters of credit, by discounting and
negotiating promissory notes, drafts, bills
of exchange and cther evidences of debt,
by receiving deposits, by buying and sel-
ling foreign exchange and gold or silver
bullion, and by lending money against per-
sonal security or against securities consis-
ling of personal property or mortgages on
improved real estate and the insured
improvements thereon. It may accept or
creale demand deposits subject to with-
drawal by cheque, offer NOW accounts,
invest in equities of allied undertakings and

acquire readily marketable bonds and -

other debt securities. Commercial banks
may acquire readily marketable bonds and
other debt securities subject to such rules
as the Monetary Board may promulgate.
These rules may include, but need not be
limited to, the determination of bonds and
other debt securities eligible for invest-
ment, the maturities and aggregate
amount of such investment.

An expanded commercial bank, in addi-
tion to the foregoing commercial banking
powers, has the authority to exercise the
powers of investment houses, the authority
to invest in the equity of non-allied under-
takings and to own up to 100% of the
equity of a financial intermediary other than
a commercial bank or a bank authorised to
provide commercial banking services.

Hhk Rk ko
.

A bank is any company which carries on
banking business and holds a valid licence
issued by the MAS. Banking business
involves receiving money on current or
deposit account, paying and collecting
chegues drawn by or paid in by custom-
ers, making of advances and includes
such other business prescribed by MAS,

ERRKERARR S

1.

Banks are involved in receiving deposits,
making loans and investments, foreign
exchange business and provision of bank-
ing services.

“Commercial * bank” as defined in the
Monetary Law Act means .any person or
body of persons, corporate or unincorpo-
rate, which carries on in Sri Lanka the
business of accepting from the public, or
of creating, demand deposits, but does
not include the Central Bank.

KRR K

Commercial banking means the business
of aceepting deposits of money subject to
withdrawal on demand or at the end of a
specified period of time and of employing
such money in one or several ways such
as:

a) granting of credits;

b) buying and ‘selling of bills of exchange
or any other negotiable instrument; and,

¢} buying and selling of foreign exchange.

ANRARNFHA R




76 Commercial Banking

Burma

Indonesia

Malaysié

Nepal

B. Licensing

No person shall carry on banking business
without a licence issued by UBB.

No bank shall open a new place of busi-
ness or change the location of an existing
business without prior permission of UBB.

UBB may prescribe conditions under
which a licence may be granted and if it is
in the public interest.

If UBB is satisfied that a bank has not com-
plied with conditions of licence, UBB may
withdraw the licence or restrict any or all its
business and take measures considered
necessary. The bank may appeal to the
President whose decision is final.

All banks in Burma are state-owned.

e

. State-Owned Commercial Banks: A state-

owned commercial bank is established by
an act. Their branches and representative
offices may be cpened only with approval
of the Minister of Finance, having heard
considerations of Bank Indonesia. The
management consists of a board of direc-
tors who shall be Indonesians appointed
by the President at the proposal of the
Minister of Finance, for a term of 5 years.
The board is supervised by a supervisory
council.

. Private Commercial Banks: A private com-

mercial bank requires an operating permit
issued by the Minister of Finance, having
heard considerations of Bank Indonesia,
and shall be set up as a limited liability
company. Their branches and representa-
tive offices may be opened only with the
approval of the Minister of Finance, having
heard considerations of Bank Indonesia.
The management and personnel holding
key positions shall be entirely Indonesians.

. Cooperative  Commercial Banks: A

cooperative commercial bank shall be
established as a cooperative legal body
and requires an operating permit issued
by the Minister of Finance, having heard
considerations of Bank Indonesia. The
management and personng! holding key
positions shall be Indonesians. Branches
and representative offices may be opened
only with the approval of the Minister of
Finance, having heard considerations of
Bank Indonesia.

. State-Owned Savings Banks. A state-

owned savings bank is established by an
act. Branches and representative offices
shall be opened only with the approval of
the Minister of Finance, having heard con-
siderations of Bank Indonesia. The board
of directors shall be Indonesians
appointed by the President at the proposal
of the Minister of Finance, for a term of 5
years.

. Private Savings Banks: A private savings

bank shall be established as a limited lia-
bility company and need an operating per-
mit issued by the Minister of Finance,
having heard considerations of Bank
Indonesia. Management and personnel
holding key positions shall be Indonesians.
Branches and representative offices may
be opened only with the permit issued by
the Minister of Finance, having heard con-
siderations of Bank Indonesia.

. Banking business shall not be transacted

except by a corporation in possession of a
licence in writing from the Minister of
Finance.

. A company wishing to carry out banking

business shall apply in writing to the Minis-
ter through BNM and supply the memoran-
dum and articles of association, duly veri-
fied by a senior officer, a copy of the latest
audited balance sheet, and any informa-
tion required by the Minister.

. On receipt of application BNM shall pro-

cess and recommend to the Minister
whether to grant licence or not. The Minis-
ter may or may not grant a licence.

. Any person contravening this provision

shall on conviction be liable to a fine not
exceeding M$20,000 or to 3 years' impri-
sonment or both.

. Minister may vary or revoke any exisling

licence or impose new conditions and give
banks not less than 14 days to state
reasons why licence should not be
revoked or varied. Any bank that fails to
comply with any condition of its licence
shall on conviction be liable to a fine not
exceeding M$20,000.

. Each licensed bank shall pay an annual

fee to BNM as the Minister may prescribe
in Gazette. He may prescribe ditferent fees
according to size or location of banks or
both, size measured in terms of number of
branches, deposit liabilities or capital or
any combination.

. Except with the consent in writing of the

Minister, no person or body not licensed as
a bank shall use the word “bank” and no
bank or any derivative shall use the words
“Central”, “Commonwealth”, “Federal",
“Federation”, "Malaysia", “Malaysian”, “Na-
tional”, "Reserve” or "State”, as well as any
of the words "Islamic” or "Muslim” or any
other words that may be construed as indi-
cating the carrying on of Islamic banking
business, either in the National Language
or in English or in any other language. Any
contravention shall on conviction be fiable
to a fine not exceeding M$20,000 or 3
years' imprisonment or both.

1.

A bank shall be required tc obtain a
licence from NRB betore starting its bank-
ing business. NRB may prescribe neces-
sary conditions while granting such a
licence.

NRB may cancel a licence if:

a) the bank discontinues its business;

b} the bank goes into liquidation; and,

¢} the bark fails to comply with the direc-
tives issued by NRB frem time to time,
or to act according to the terms pre-
scribed in the licence.

If the bank is not satisfied with the decision
taken by NRB to cancel its licence, it may
file an appeal to His Majesty’s Government
within 35 days after receiving notice of
such cancellation, and the decision made
by His Majesty's Government in respect
thereto shall be final.
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B. Licensing

. Domaestic banks except building and loan

associations shall be set up as stock cor-
porations and no bank shall issue no par
value stock.

. The Securities and Exchange Commission

cannot register the articles of incorpo-
ration and the by-faws or any amendment
thereto without a certificate of authority
issued by the Monetary Board under offi-
cial seal.

. No bank shall receive deposits unless

incorporated under the laws of the Philip-
pines except foreign bank branches which
are actually receiving deposits at the time
of the approval of RA. 337 and foreign
bank branches authorised to operate as
off-shore banking units.

. The organisers of a bank shalt submit an

application to the Central Bank containing
the following information:

a) Agreement to form a bank;

b} Information on each incorporator;

c) Evidence of citizenship of each incor-
porator;

d) Financial statements of each incor-
porator for past 3 years;

e) Projected statement of condition and
eamings and expenses for first year of
operation; and,

f} Areas of operation and economic justifi-
cation for bank.

The Central Bank checks with banks,
police and courts of justice on the incor-
porators and evidence and documents are
verified. The director of the department
concerned will send a memorandum to the
Monetary Board which would then grant
authority for the establishment of the bank.

The Monetary Board issues a certificate of
authority when it is satisfied that all require-
ments are in order and the capital,
management and integrity of organisers
assure safety of public interests. On
approval, the bank will be registered by
the Securities and Exchange Commission
within 30 days of incorporation when the
bank is ready to operate, the Monetary
Board will issue the certificate of authority.

No barking business shall be transacted
except by a company with a valid licence
granted by Monetary Authority of Singa-
pore. Any person contravening this pro-
vision shall on conviction be liable to a fine
not exceeding S$50,000 or to a maximum
imprisonment of 3 years or both. A continu-
ing offence shall be subject to a fine of
S$2,000 for every day during which the
offence continues.

No cne can use the word “bank” without
the written consent of MAS. A contraven-
tion involves an imprisonment of 1 year or
a fine not exceeding $$5,000 or both. For a
continuing offence, a further fine of
S5%$1,000 per day is imposed.

No bank can open a new place of busi-
ness or change its existing ptace without
submitting a written application to MAS
which may approve or refuse the applica-
tion. No bank incorporated in Singapore
shall open an office outside Singapore
without approval of MAS. A bank contra-
vening is liable on conviction to a fine not
exceeding S$5,000 and for a continuing
offence to a further fine of S$1,000 for
every day after conviction.

A company that wishes to do banking bus-
iness shall apply in writing to the MAS sup-
plying:

a) a copy of the memorandum and articles
of association duly certified by a senior
officer;

b) a copy of the latest audited accounts;
and,

c) any other information needed. MAS pro-
cesses the application and may grant a
licence with or without conditions or
refuse a licence.

MAS may revoke existing conditions or
impose new conditions and give the bank
opportunity to submit reasons why condi-
tions should not be varied. Any bank failing
to comply with conditions of licence shalll
on conviction be liable to a maximum
$%20,000 fine and for a continuing offence,
$$2,000 for every day after conviction.

Each bank pays an annual fee to MAS
which is uniformly applied to each cate-
gory of banks.

No institution shall, except with the written
approval of the Monetary Board, be estab-
fished or maintained by or under a name
which contains the word "bank”, or the
word “banker”, or the word “banking”,
unless it is a banking institution within the
meaning of the Monetary Law Act.

Except with the prior approval in writing of
the Minister in charge of the subject of
Finance and Planning:

a) no commercial bank shail be establish-
ed in Sri Lanka;

b) no commercial bank shall open any
branch, agency or office thereof, in any
part of Sri Lanka; and,

¢} no commerctal bank shall acquire the
business of ancther commercial bank or
of any branch of another commercial
bank.

kA h kAR Ak

A commercial bank, except a branch of a
foreign bank, shall be established only in
the form of a limited public company and
with a licence granted by the Minister of
Finance.

An application for a licence shall contain
such particulars as the Minister of Finance
may prescribe and steps to form a limited
public company may be taken only after
approval of the Minister of Finance. When
such limited public company has been
registered, a notification to that effect shall
be made by the company to the Minister of
Finance in order to obtain a licence.

An approval and a licence may be granted
with such conditions as the Minister of
Finance may deem appropriate.

The business of commercial banking may
be undertaken by a branch of a foreign
bank only after having obtained a licence
from the Minister of Finance. Such licence
may be granted with conditions to be com-
plied with.

A branch of a foreign bank licensed to
carry on the business of commercial bank-
ing shall maintain assets in Thailand in
accordance with the critefia regarding the
amounts, types, procedures and condi-
tions as prescribed by the Minister of
Finance in the Government Gazette.

A commercial bank, other than a branch of
a foreign bank, authorised to undertake the
business of commercial banking may
establish a branch only with the authorisa-
tion of the Minister of Finance. An applica-
tion for such authorisation shall contain
details as the Minister of Finance may pre-
sctibe, and the authorisation may be
granted with or without conditions.

Any person wishing to act on behalf of a
foreign bank by setting up a representative
office in the Kingdom or any commercial
banks, other than a branch of a foreign
bank, wishing to establish a representative
office, within or outside the Kingdom, must
first obtain authorisation of BOT. Such
authorisation may be granted with condi-
tions to be complied with.

No person other than a commercial bank
shall undertake the business of commer-
cial banking.
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6.

10.

11

Cooperative Savings Banks: A cooperative
savings bank shall be established as a
cooperative legal body. Operating permit
as well as opening of branches and repre-
sentative offices permit shall be issued by
the Minister of Finance, having heard con-
siderations of Bank Indonesia. Manage-
ment and personnel holding key positions
shall be Indonesians.

. State-Owned Development Banks: A state-

owned development bank shall be estab-
lished by an Act. The board of directors
shall be Indonesians appointed by the
President at the proposal of the Minister of
Finance, having heard considerations of
Bank Indonesia.

. Regional Development Banks: A regional

development bank is established by an
act and needs a permit issued by the
Minister of Finance, having heard consid-
erations of the Minister of Home Affairs and
Bank Indonesia. Branches and representa-
tive offices may be opened only with the
approval of the Minister of Finance, having
heard considerations of Bank Indonesia.

. Private Development Banks: A private

development bank shall be established as
a limited liability company. An operating
permit as well as opening of branches and
representative offices permits are issued
by the Minister of Finance, having heard
considerations of Bark Indonesia.

Cooperative Development Banks: A
cooperative development bank shall be
established as a cooperative legal body.
Management and personnel holding key
positions shall be Indonesians. An operat-
ing permit as well as opening of branches
and representative offices permits are
issued by the Minister of Finance, having
heard considerations of Bank Indonesia.

Foreign Banks: Foreign banks are permit-
ted to operate in Indonesia only as
development banks and/or commercial
banks giving priority to operations of
benefit to the country and national interest.
They carry on business only with an
operating permit issued by the Minister.
Foreign banks may be set up as:

8.

10.

No bank is given a licence if it is owned or
controlled by a foreign government, i.e.,
50% or more of issued and paid-up capital
is owned by or on behalf of a foreign
government or agency or if majority of per-
sons having control and management are
appointed by or on behalf of a foreign
government.

No bank may open a new.branch, agency

or office in Malaysia and no bank incorpo- .

rated in Malaysia may open a branch
abroad without the written consent of BNM.

The Minister on the recommendation of
BNM may revoke a licence if the bank:

a) carries on business in a manner detri-
mental to the interests of depositors and
creditors;

b) has insufficient assets to cover liabilities;

¢) contravenes any provisions in Banking
Act and Central Bank of Malaysia Ordi-
nance; and,

d) has ceased to carry on banking busi-
ness in Malaysia.

The Minister will give the bank at least 21
days to specify why licence should not be
revoked.

RERRH AR




Commercial Banking 79

Philippines

Singapore

Sri Lanka

Thailand

10.

11.

. At least 70% of the voting stock of banks

shalt be owned by Filipinos except where a
new bank is established as a result of local
incorporation or consolidation of banks.
The Monetary Board may set a higher per-
centage. The percentage of foreign owned
voting stock which is in excess of 30% may
be reduced to 30%. The Monetary Board
with the approval of the President may
raise the percentage to 40%. Any sale of
foreign owned stock to other foreigners
shall have the prior approval of the Central
Bank.

. The total maximum voting stock any corpo-

ration may own in any bank is 30%.

. Any bank shall report to the Centrai Bank

any sale or transfer of ownership of shares
of stock.

. No new bank will be licensed to operate if

stockholdings of any person or persons
related to each other within the third
degree of consanguinity or affinity, consti-
tute more than 20% of the voting stock of
the new bank.

Prior approval of the Monetary Board shall
be required on the following:

a) Any sale or transfer of ownership or con-
trol of more than 20% of the voting stock
of a bank to any one person whether
natural or judicial; and,

b} Any sale or transfer or a series of sales
or transfers which witl effect a change in
the majority ownership or contral of the
voting stock of the bank from one group
of persons to another group.

. At least 2/3 of the board of directors shall

be Filipino citizens.

No foreign bank can operate in the Philip-
pines without a ficence issued by the SEC
upon order of the Monetary Board. Contra-
vention would be punished by. a fine of not
more than P10,000 and not less than
P1,000 and imprisonment of not less than
1 year and not mare than 10 years.

The Monetary Board may revoke the
licence to transact business if the bank is
in danger of insolvency or potential loss.

7.

Each bank incorporated inside or outside
Singapore is to furnish the MAS particu-
lars of any alterations in the memorandum
and articles of assogciation within 3 months
of such changes. Banks incorporated in
Singapore must seek the MAS' prior
approval for such amendments. Any con-
travention is liable to a fine not exceeding
§35,000, and to a further fine of $$1,000
for every day during which the offence
continues.

MAS may revoke a licence if a bank has
stopped business, intends to liquidate,
carries on business detrimental to interests
of depositors or has insufficient assets to
cover liabilities, contravenes the Act, has
furnished information or documents to the
Authority in connection with its application
for a licence which are false or misleading,
has had its licence withdrawn by the regu-
latory body of the country in which it has its
principal place of business {in the case of
foreign banks), or it is in the public interest
to do so.

Banks are categorised under 3 groups:

a) Fult licence banks: These carry out the
full range of banking services;

b) Restricted licence banks: These were
first licensed in 1971 to encourage the
entry of foreign banks particularly those
with wide international links. Such banks
were allowed to conduct the whole
range of banking business except that
they cannot accept time deposits of less
than $$250,000 per deposit; and,

c) Offshore licence banks: The first such
bank was licensed in 1973 tc develop
the Asian Dollar market. They may
transact any business with non-resi-
dents except that they cannot accept
fixed deposits of less than $$250,000
per deposit nor accept savings
deposits. Offshore banks can provide
normal banking services to non-bank
customers who are residents of Singa-
pore, except that they cannct accept
fixed and other interest-bearing
deposits from such customers. In addi-
tion, the total credit facilities (including
contingent facifities) extended o such
customers in S$ shall not exceed $$30
million.
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No person other than a commercial bank
shall make use, in the conduct of his busi-
ness, of the name or description of a
“bank” or any other word or words having
similar meaning.

Should any commercial bank violate the
conditions specified by the Minister of
Finance in 1, 2 and 3, the Minister of
Finance is empowered to withdraw the
licence or to order the closure of its
authorised branch, as the case may be, or
to place the commercial bank under con-
trol. However, the Minister of Finance may,
if he deemed it expedient, order the com-
mercial bank to take remedial actions to
comply with the condition within a period of
time specified by the Minister of Finance.

When the withdrawal of licence or the dis-
solution of a commercial bank is ordered
by the Minister of Finance, it shall be
placed in liguidation, and the Minister or
Finance shall appoint a liquidator there-
fore.

Sk kR Ak
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a) a branch office of a bank incorporated
outside Indonesia; and,

b)a joint enterprise between a foreign
bank and a national bank in Indonesia
gstablished as a limited liability com-
pany in Indonesia.

12. Bl may intervene in the business of a bank
if necessary. it may:

a) provide credit to relevant bank;

b) provide alternative solutions to problem;

¢) provide technical assistance;

d) require participation of experts in
management of bank; and,

) take part in the capital of the bank.

13. Bl may wind up a bank:

a) Bl may propose to the Minister to revoke
the licence;

b) The Minister will convey his decision to
Bl;

¢) The bank will be informed through Bl
and will be furnished with directives for
liquidation and to set up a liquidation
committee; and,

d) Liguidation committee shall submit
reports to B until the bank is liquidated.
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12

13.

Foreign banks shall within 1 year of coming
to force of General Banking Act comply
with any of the following options:

a) Incorporate a new bank in the Philip-
pines with at least 60% of the voting
stock owned by citizens; or

b) Assign capital permanently to the local
branch and maintain a “net due to”
head office account in amount when
added to the assigned capital not less
than the minimum capital required for
domestic banks; or

¢) Maintain *net due to" head office
account in amount not less than the
minimum  prescribed for domestic
banks.

Prior Monetary Board approval is required
before any bank operating in the Philip-
pines can establish, cpen or operate
branches and cother banking offices or
transact business outside the premises of
its duly authorised principal office. Banks
with expanded commercial banking
authority and commercial banks may
establish banking offices which include
branches, sub-branches, agencies and
extension offices on the nationwide basis
as well as overseas. Banks with expanded
commercial banking authority are given
preference in the establishment of banking
offices abroad.
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C. Capital

Rl < B A

Paid-up Capital
Union of Burma Bank K200 million
Myanma Economic Bank K 80 million
Myanma Agricultural Bank K 40 million

Myanma Foreign Trade K 30milion
Bank

ARERRAE R

Paid-up Capital

Private commercial banks
(Shares shall be wholly
owned by nationals and
transfer of shares shall be
reported to BI):

a) Private foreign  ex-
change bank

b) Private non-foreign ex-
change bank

Co-operative commercial
banks (of which Rp 0.5
million shall be paid-up on
date of establishment and
balance paid-up within 1
year of establishment)

Private Savings Banks

Co-operative Savings
Banks (Rp 25,000 shall be
paid-up on date of esta-
blishment and balance
within 1 year)

Private Development
Banks (All shares shall be
owned by nationals and
any transfer must be re-
ported to Bl)

Co-operative Development
Banks (Rp 1 milion shall
be paid-up on date ‘of
establishment and ba-
lance within 1 year)

Foreign Banks:

a) Branch office (Funds
are paid to Foreign Ex-
change. Fund andrupiah
counterpart used as an
operating fund. Half
must be paid-up on
issue of permit and ba-
lance within 1 year)

Rp6 bilion

Rp1 miltion

Rp1 million

Rp 50,000
Rp 50,000

Rp2 million

Rp2 million

US$1 million

Paid-up Capital

Banks incorporated in M$10 million

Malaysia

Banks incorporated out-
side Malaysia:

a) Paid-up capital or Capi- M$25 million
tal Funds

b)Net working funds M$10 million
held in Malaysia, unim-
paired by losses or
otherwise

Each licensed bank shall have approval
of the Minister for:

a) arrangements for sale or disposal of
shares or business on affecting voting
power, management and other matters

' that affect control; and,

b) scheme for reconstruction, amalgama-
tion or merger.

Domestic banks are required to hold
capital funds in proportion to such assets
of their branches and offices in and out-
side Malaysia or only of their branches and
offices in Malaysia as may be prescribed
by BNM. Foreign banks are required to
maintain net working funds in such propor-
tion to such assets of their branches and
offices in Malaysia as may be prescribed
by BNM.

Acquisition of 5% Shareholding: To safe-
guard against shares being acquired by
irresponsible or unsuitable persons, a per-
son (whether company, cocperative or
individual) is' prohibited from entering into
any agreement to acquire a shareholding
of 5% or more of the issued shares of a
bank or finance company without the prior
approval of the Minister of Finance on the
recommendation of Central Bank {Section
23A of Banking Act and Section 28A of
Finance Companies Act). The recommen-
dation of the Central Bank would be based
on the Bank's knowledge of the individual's
integrity, financial standing and frack
record, and on its information system

"developed over the years.

Shareholding Limits in Einancial Institu-

tions: As a matter of policy, a shareholder -

(whether company, cooperative or indi-
vidual) is permitted to hold shares in only
one financial institution, whether a bank,
nnance company or merchant bank. How-
ever, in the case of publicly listed financial

Paid-up capital of a bank shall not be less
than Rs 1 million and issued capital shall
not be less than half of its authorised
capital. Paid-up capital shall not be less
than half of its issued capital.

The bank shall obtain the prior approval of
NRB for increasing its authorised capital.

The bank shall increase its share capital if
so directed by NRB provided that NRB
shall issue a directive to increase share
capital only on the basis of the ratio
between the share capital, credit and
deposits of the bank.

ARARERWRIRN
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C. Capital

a) Minimum  capital re-

quirement (for private

commercial banks) P100 million
b) For commercial banks

with FCDU authority P150 million
¢) For commercial banks

to be established after

22 August 1980 P300 million
d) For expanded commer- |
cial bank P500 million

The combined capital accounts (net worth)
of a bank shall not be less than an amount
equat to 10% of the risk assets. The Mone-
tary Board may authorise a bank to main-
tain a net worth to risk assets ratio lower
than 10% and may subsequently raise a
ratio but such upward adjustment shall be
made effective only after a reasonable
period of time. A bank with a capital of at
least P500 million may be authorised to
maintain a worth to risk assets ratio of 8%
and 8% if it complies with the conditions/
requirements of the Monetary Board.

Combined capital accounts for domestic
banks shall mean the total of the un-
impaired paid-in capital (including paid-up
surplus), eamed surplus and undivided
profits, net of such unbooked valuation
reserves and other capital adjustments as
may be required by the Central Bank and
excluding any appraisal surplus or
appreciation credit as a result of apprecia-
tion or an increase in book value of bank
assets, except in such cases as may be
authorised by the Monetary Board.

For foreign banks having branches and
agencies in the Philippines, combined
capital accounts shall mean the total of the
assigned capital, if any, and net due to
head office account which shall include all
net amounts due to other branches outside
the Philippines account, net of such valua-
tion reserves and other capital adjustment
as may be required by the Central Bank.

For purposes of computing the prescribed
ratio of net worth to risk assets, equity
investments of a bank in another bank or
enterprise, whether foreign or domestic,
shall be deducted from its net worth if the
other bank or enterprise has a reciprocal
equity investment in the investing bank, in
which case the investment of the bank or
the reciprocal investment of the other bank
or enterprise, whichever is lower, shall be
deducted from the net worth of the bank.

a) Where the head office is in Singapore,
capital issued and paid-up shall not be
less than S$3 million.

b) For banks where head office is outside
Singapore, not less than S5%$6 million
paid-up capital. The bank must hold not
less than S$3 million in Singapore in
assets approved by MAS.

A bank incorporated in Singapore may not
reduce its paid-up capital without the
approval of MAS.

A bank will not be granted a licence if 50%
or more of shares are owned by or on
behalf of foreign governments or persons
having control or management of a bank
are appoirted by or on behalf of a foreign
government. The Authority may, in its
absolute discretion grant a licence to any
such bank for pericds not exceeding 1
year at any one time as it may think fit.

A Singapore incorporated bank shall not
be merged or consolidated with or taken
over by another bank or acquire an interest
exceeding 20% of the voting share capital
of any other bank without application to
and approval by the Authority.

No person shall acquire 20% or more of
the voting shares of a bank incorporated in
Singapore without the approval of the
Authority.

No person shall acquire a substantial
shareholding in a bank incorporated in
Singapore without the approval of the
Authority.

ERRERRNARSE

The Monetary Board may prescribe the
minimum ratios which capital and surplus
of banks shall bear to total assets or to any
specified category of assets.

In the case of newly incomorated local
banks or branches of foreign banks estab-
lishing themselves in Sri Lanka, the Mone-
tary Board of the CBSL specifies the quan-
tum of paid-up capital and assigned capi-
tal from time to time.

KA ARERENEN

A commercial bank shall maintain its cap-
ital funds in proportion to:

a) its total assets, at not less than the ratia
prescribed by the BOT with the
approval of the Minister of Finance.
Such prescribed ratio shall not be less
than 5 per cent or more than 15 per
cent;

b) each type of assets, at nol iess than the
ratio prescribed by the BOT with the
approval of the Minister of Finance; and,

c) the amount of money which such com-
mercial bank is under obligation to pay
by reason, severally or jointly, of any
one or more of the following transac-
tions, namely, the giving of aval to bills,
acceptance of bills, issuing of letters of
credit, guaranteeing of loans, guaran-
teeing of payment in respect of the sell-
ing, discounting or rediscounting of
bills, at not less than the ratio prescribed
by the BOT with the approval of the
Minister of Finance.

Assets under (a} and (b) of the first para-
graph shall not include cash, deposits with
the BOT, deposits with other banks within
or outside the Kingdom, Thai Government
securities and such other assets as pre-
scribed by the BOT with the approval of
the Minister of Finance.

The BOT may or may not, at its own discre-
tion, prescribe the ratio under (b} or (c) of

-the first paragraph, and the prescription of

such ratio may relate specifically to any
one type of assets or transactions.

The above prescription shall be pubiished
in the Government Gazette and if such
prescription has the effect of increasing
the relevant ratio, it shall not be operative
until after the lapse of 15 days from the
date of its publication.

No commercial bank shall reduce its cap-
ital without an authorisation of the Minister
of Finance.

Assets required to be maintained as capi-
tal funds of the licensed branch of a
foreign bank in Thalland shall be as fol-
lows:

a) the money brought in from its head
office and/or any olher branch outside
Thailand of such foreign bank;

b) various reserves, excluding reserves for
diminution of the values of assets and
reserves for repayment of debts; or
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b} Joint enterprise

({Foreign party must pay
US$500,000 to Foreign
Exchange Fund and ru-
piah counterpart being
this share of capital. Half
of this amount must be
paid up on date of issue
of licence and balance
within 1 vyear. Partici-
pating national bank
pays 40% of rupiah
counterpart  and ba-
lance shall be paid-up
within 1 year)

shall be reported to Bl.

AR RN

Paid-up Capital
US$1 million

8. Any transfer of shares of private banks

institutions, the restriction does not apply
for holdings of less than 5%.

In the case of a sharehaolder who is an indi-
vidual, Section 23B of the Banking Act
{Section 28B, Finance Companies Act)
defines his shareholding to include the
shareholding of his spouse, children and
family company, while the shareholding of
a company includes the company's
related corporations as defined in Section
6 of the Companies Act, 1965, as well as
any corporation in which the company is in
a position to control not less than 20% of
the voting power in that corporation. The
shareholding limit of 20% imposed on any
company is the effective shareholding in
the financial institution taking into account
the direct and indirect interests. Similarly,
the shareholdings of a cooperative include
the shareholdings of its subsidiary com-
panies (as defined in Section 2 of the Co-
operative Societies Act, 1948), as well as
the shareholdings of related corporations
of the subsidiary companies, as defined in
the Companies Act.

Cross Holdings: Section 23C of the Bank-
ing Act (and Section 28C of the Finance
Companies Act) prohibits commercial
banks (including foreign banks operating
in Malaysia) from helding shares in another
bank. Similarly, finance companies and
merchant banks are prohibited from hold-
ing shares in another finance company
and merchant bank, respectively. Com-
mercial banks are also prohibited from
holding shares in the subsidiaries of other
banks, finance companies and merchant
banks. Similarly, finance companies are
prohibited from holding shares in the sub-
sidiaries of other finance companies,
banks and merchant banks, and, mer-
chant banks in the subsidiaries of other
merchant banks, banks and finance com-
panies. The prohibition, however, does not
apply to banks, finance companies and
merchant banks within the same group. In
addition, commecia! banks are not prohi-
bited from investing in companies (includ-
ing finance company, merchant bank and
others) as long as they are not subsidiaries
of other banks or financial institutions. Simi-
larly, there is no prohibition on the invest-
ment of finance companies in non-sub-
sidiaries of commercial banks and mer-
chant banks, and merchant banks’ invest-
ment in non-subsidiaries of commercial
banks and finance companies.
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When capital funds are deficient the
Monetary Board shall limit or prohibit distri-
bution of net profits which will be used to
increase capital until the minimum require-
ments are met.

Additional Information — Minimum capital
requirement for banks other than commer-
cial:

Thrift Banks — Savings and Mortgage
Banks, Stock Savings and Loan Associa-
tions, and Private Development Banks:

a) For existing thrift banks with head
offices located:

Within Metro Manila P 10 million

Outside Metro Manila P 5 million
b) For new thrift banks located:

Within Metro Manila P 20 million

Qutside Metro Manila P 10 million

Rural Banks — Rural banks shall have a
paid-up capital of at least P500,000, net of
government capital contribution, of which
P300,000 shall be paid in at start of opera-
tion and the balance within 3 years there-
after. Provided that rural banks existing as
of 22 February 1980 which do not meet the
minimum capital requirements shall adopt
a capital build-up program to increase
their paid-in capital to at least P500,000 as
follows:

a) Within 5 years — for rural banks in oper-
ation for less than 2 years;

b} Within 4 years — for rural barks in ope-
ration for less than 2 years but not more
than 5 years; and,

¢) Within 3 years — for rural banks in ope-
ration for more than 5 years.

HrEAAETAAK

¢) net profits of the branch in respect of
each accounting period which have
been transferred o the account of the
head office and which are not required
to be remitted abroad; provided that all
accumulated losses incurred in the pre-
vious accounting periods shall first be
deducted therefrom.,

Should any commercial bark violate the
provisions in (1), the Minister of Finance is
empowered to prohibit commercial bank
from distributing or disposing of the whole
or any part of its profit, and to require that
the whote or any part of its profit be added
lo the reserve or assets to be maintained
as capital funds, as the case may be, and
the Minister of Finance may also prohibit
such commercial bank from lending
money or making investment or he may
allow it to do so under certain conditions
untit such commercial bank shall have
complied with those provisions.

AXAERRERRR
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Exemptions: Section 23E of the Banking
Act {Section 28E, Finance Companies Act)
empowers the Minister of Finance, upon
the Central Banks's recommendation, to
exempt any person from the above provi-
sions. Such exemptions would be given to
approved Govemment agencies set up to
promote the objectives of the New
Economic Policy, acquisition of shares
through underwriting activities, certain
instances of restructuring according to the
New Economic Policy, and other deserving
cases as they arise.

Application of Law: Section 23G of the
Banking Act (Section 28G of the Finance
Companies Act) provides that nothing in
Sections 23A, 23B and 23C of the Banking
Act (Sections 28A, 288 and 28C, Finance
Companies Act) shall invalidate any acqui-
sition or holding made before the coming
into force of the new provisions of the law.

Based on principles of natural justice and

equity, the existing shareholders are
allowed to maintain their present equity
holdings.

As a matter of policy, however, existing
majority shareholders in the financial
institutions, especially those which are
family-owned companies, would be
encouraged to reduce their shareholdings
to a maximum of 51%. Existing share-
holders (who are not majority share-
holders) are also encouraged to observe
the proposed sharehelding limits. Financial
institutions, particulatly those that are sub-
sidiaries of public companies quoted on
the stock exchange, would be encouraged
to go public over the next 10 years, or as
s00n as practicable.

TRAHRRERH N




Commercial Banking 87

Philippines

Singapore

Sri Lanka

Thailand




88 Commercial Banking

Burma

" Indonesia

Malaysia

Nepal

D; Financial
Requirements

Operating surplus of banks are distributed
as follows:

a) 25% to reserve fund; and,
b) 75% to Government.

Bl
-

For state banks, distribution of profits is
subject to the acts setting them up.

For private banks, distribution of profits is
subject to statutes setting them up.

Bl may require banks to maintain a
minimum amount of capital to offset losses.

AR KRR A

Each bank shall maintain a reserve fund.
Before any dividend is declared a bank
shall transfer not less than 50% of net pro-
fits to Reserve Fund so long as it is less
than 50% of paid-up capital. When the
fund is 50% but less than 100% of paid-up
capital, transfer at least 25% of net profits
to this fund.

BNM may prescribe in wiiting a minimum
amount of liquid assets to be held against
sight, savings, time and other deposit
liabilities and such liabilities as -may be
determined by BNM and such percentage
may be varied. Liquid assets include notes
and coins, net balances with BNM exclud-
ing statutory bills, and other assets
approved by the Minister. A bank failing to
comply shall be liable to pay to BNM a
penalty rate of not more than 110 of 1%
the amount of deficiency for every day the
deficiency exists.

BNM may require barks to maintain a
minimum amount of assets to be held in
Malaysia as a percentage of sight,
savings, time and other deposit liabilities
and such other liabilities as may be deter-
mined by BNM.

Banks may not pay dividends until all
capitalised expenditure have been com-
pletely written off.

Rk ok

Provision for General Reserve Fund:

a) The bank shall maintain a general
reserve fund. At least 20% of the annual
net profit shall be credited to the fund
every year until the amount of such fund
reaches an amount double the paid-up
capital; and, )

b} In case it becomes necessary to with-
draw or invest the amount allocated as
reserves, this shall be done only with the
prior approval of NRB or investments
shall be made only in seclors desig-
nated by NRB.

Restrictions on Payment of Dividends: The
bank shall not declare or pay dividends ta
its sharehelders unless it has recovered its
capital, expenditure including preliminary
expenses not involving tangible assets,
establishment expenses, expenses incur-
red for the payment of commission for
the sale of shares and losses incurred in
the management of the bank.

Expenditure of Unpaid Capital to be Pro-
bihited: The bank shall not incur expendi-
ture on the basis of its capital which has
not been paid up.

Restriction on Payment of Commission for
the Sale of Shares: The bank shall not pay
a commission exceeding 3% of the nomi-
nal value in consideration of the sale of
shares,

LTy




Commercial Banking 89

Philippines

Singapore

Sri Lanka

Thailand

D. Financlal
Requirements’

Commercial banks and expanded com-
mercial banks are required to maintain a
21% reserve against deposit liabilities
(DL), deposit substitute liabilities (DSL)
and borrowings except shor-term inter-
bank borrowings and DL and DSL with
original maturities of more than 730 days
whose required reserve are 1% and 5%
respectively in the form of deposits with the
Central Bank, cash in vault and/or govem-
ment securities or evidences of indebted-
ness of the Republic of the Philippines.

In case where the bank chronically has
reserve deficiency in deposit/deposit sub-
stitute liabilittes, the bark shall be denied
the credit facilities ¢f the Central Bank and
the Monetary Board may:

a) limit or prohibit the making of new loans
or investments by the bank; and,

b) require that all or part of the net profit of
the bank be assigned to surplus.

Commercial banks and expanded com-
mercial banks are not required to maintain
any reserves against marginal deposits on
import L/Cs.

Private banks and non-bank financial inter-
mediaries, inclusive of the required
reserves against deposits and deposit
substitutes, are required to maintain a 75%
liquidity floor with respect to deposits of,
and/or borrowings from, the government
and government entities in the form of
Central Bank securities.

No dividend can be declared by any bank-
ing institution if:

a) losses have at any time been sustained
by any banrking institution equal to or
exceeding undivided profits on hand;

b) its clearing account with the Central
Bank is overdrawn for 5 consecutive
panking days; and,

c)it is deficient in' the required liquidity
floor against deposits of, and/or borrow-
ings from the government and govern-
ment entities or with excess holdings of
such deposits for 4 consecutive weeks.

1.

Each bank shall:

a) maintain a reserve fund; and,
b} transfer to reserve fund out of annual net
prafits:

i) solong as reserve fund is less than
50% of paid-up capital, a sum not
less than 50% of net profits,

ii) so long as reserve fund is 50% but
less than 100% of paid-up capital, a
sum not less than 25% of net profits,
and

i} so long as reserve fund is 100% or
more than paid-up capital, a sum
not less than 5% of net profits.

A bank failing to comply shall on conviction
be liable to a fine not exceeding $$20,000,
and in the case of a continuing offence, a
further fine of S$2,000 for every day during
which the offence continues.

Each bank shall make provision for bad or
doubtful debts.

A bark shall not pay dividends until all
capitalised expenditure have been com-
pletely wiitten off.

Rwkkk kAR dk

The two state banks are required to trans-
fer their net surpluses {after making neces-
sary provisions) to the Consolidated Fund
of the Government.

Every banking company incorporated in
Sri Lanka is required to maintain a reserve
fund by transferring annually a sum equi-
valent to not less than 20 per centum of its
profits until the reserve fund is equal to 50
per centum of its paid-up capital and
thereafter, in every year in which the
liabilities exceed the paid-up capital, a
sum equivalent to not less than 10 per cen-
tum of its profits until the reserve fund is
equal to its paid-up capital.

P L

A commercial bank is required to maintain
capital funds in proportion ot its assets as
previously described in details concerning
capital.

A commercial bank shall maintain liquid
assets specified as follows:

a) cash;

b} deposits with the BOT,

¢) net deposits with other commercial
banks;

d)urencumbered  Thai  Government
Securities;

e) unencumbered debentures or bonds
which are guaranteed by the Ministry of
Finance in respect of the repayment of
principals and the payment of interest
thereon; and,

f) such other assets as may be prescribed
by the BOT with the approval of the
Minister of Finance;

in proportion to the total or each type of its
deposits and/or borrowings at not less
than the ratio prescribed by the BOT with
the approval of the Minister of Finance. The
prescribed ratio shall not be less than 5%
or more than 50%.

RENKA®R Ak
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If bank concerned fails to maintain the
minimum capital requirement, the following
sanctions are provided :

a) The privilege of branching is sus-
pended;

b) No new unsecured loans to DOSRI shall
be granted; and,

¢) The privilege of dollar-peso swap with
the Central Bank is suspended.

Furthermore, the Monetary Board may limit
or prohibit the distribution of net profits and
require that part or all of net profits be used
to increase the capital accounts until the
minimum requirement has been met. The
Monetary Board may also restrict or pro-
hibit the making of new investments of any
sort by the bank, with the exception of
puchases of readily marketable evidences
of indebtedness wuntil the minimum
required capital ratio has been restored.

kk ko Ak ke
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E. Operations of
Banks/
Restrictions
on Operations

Myanma Economic Bank has powers to
undertake savings business, issue cash
and savings certificates, savings stamps
and other savings instruments. It can lend
to enterprises and borrow money in and
outside Burma.

Myanma Foreign Trade Bank helps to
develop foreign trade and carries out
foreign exchange transactions.

Myanma Agricuitural Bank lends to agricul-
tural organisations, cooperatives, partner-
ships in agriculture, livestock enterprises,
animal husbandry work and village banks
and agricultural labourers.

ek k kA

Banks may not grant loans without colla-
teral.

Savings banks may invest in gilt-edged
securities and grant credits according to
procedures and up to a maximum amount
determined by Bl.

Development banks may participate in
capital of an enterprise with Bl's approval
but such participation shall not be perma-
nent. They shall primarity grant medium-
and long-term loans and use demand
deposits for giving short-term creditup to a
limit determined by BI.

Commercial banks primarily grant short-
term credits. They may grant medium-term
credits for productive purposes, grant
long-term credits and take part in equity
participation in an enterprise with the
approval of Bl

RRRNA TR

Banks may not grant loans against security
of own shares.

Whenever a loan or advance is made
secured by 20% or more of paid-up capi-
tal, of another licensed bank incorporated
in Malaysia, the bank shall report the name
of the bank whose shares are used as
security, number of shares pledged and
armount of the loan. Any bank failing to
comply shall on convictiont be liable to a
fine not exceeding M$20,000.

Any overdralt or credit for financing pur-
chase or holding of shares shall not
exceed such percentage of the market
value of the shares as directed by BNM in
writing.

No bank shall engage on its own account
or for commission in wholesale or retail
trade, including import and export trade
except in the course of satisfaction of debts
due to it for the purposes of carrying on its
banking business. This provision shall not
apply to the purchasing or selling of gold
by any licensed bank.

TR ERAR AR

In addition to banking business, a bank may
perform the following functions:

1)

2

—

3)

4

—

5

~

6

-~

~d
~—

8

-

9

10

11

12

—

Pay expenses incurred in the establish-
ment of the bank.

Accept custody of funds with or without
interest and open fixed accounts, current
accounts and savings accounts in the
name of depositors.

Supply loans or make investments against
the guarantee of His Majesty’'s Govern-
ment or any foreign government, or against
the security of movable or immovable pro-
perty or title deeds pertaining thereto, bills
of exchange, promissory notes, or shares
and debentures of a company. '

Supply loans for the purpose of agriculture,
industry, -trade, irrigation, power, genera-
tion or any other enterprises prescribed by
His Majesty’s Government against the
security of lands, buildings, or any other
property acceplable to the bank for a
period not exceeding 2 years for working
capital and for a period not exceeding 12
years for fixed capital.

Have additional immovable property
pledged against the margin in order to
ensure the security of loans supplied by
the bank, provide hire purchase facilities
against necessary security, and .supply
loans to service industries.

Help to issue shares or debentures of any
company, or any other corporate body,
guarantee or underwrite such shares or
debentures, and undertake any agency
business but not become a managing
agent.

Conduct transactions in such bonds,
promissory notes or bills of exchange refa-
ting to commerce or corporations as are
redeemable within the Kingdom of Nepal.

Conduct transactions in bills of exchange
regarding export commodities produced in
the Kingdom of Nepal.

Conduct transactions in foreign exchange,
subject to current Nepal laws.

Grant overdrafts for a term not exceeding 6
months to persons trusted by the bank.

Supply loans against the security of mova-
ble or immovable assets.

Prescribe necessary conditions in the
interest of the bank while conducting trans-




Commercial Banking 93

Philippines

Singapore

Sri Lanka

Thailand

E. Operations of
Banks/
Restrictions on

Operations

1. Commercial banks may accept drafts and

issue letters of credit, discount and
negotiate promissory notes, drafts, bills of
exchange and other evidences of debt;
receive deposits, buy and sell foreign
exchange and gold or silver bullion and
lend money against personal security or
against securities consisting of personal
property or mortgages on improved real
estate and insured improvements thereon.
It may accept or create demand deposits
subject to withdrawal by cheque, offer
NOW accounts, invest on equities of allied
undertaking and acquire readily market-
able bonds and other debt securities. In
addition to the foregoing commercial bank-
ing powers, an expanded commercial
bank may exercise the powers of invest-
ment houses, invest in equity of non-allied
undertaking and to own up to 100% of the
equity of a financial intermediary other than
a commercial bank or a bank authorised to
provide commercial banking services.
Banking institutions may also perform the
following services:

a) Receive in custedy funds, documents
and valuable objects and rent safety
deposit boxes for the safeguarding of
such effects;

b) Act as financial agent and buy and sell
by order of and for the account of their
customers, shares, evidences of inde-
btedness and all types of securities;
and,

¢} Make collections and payments for the
account of others and perform such
other services for their customers as are
not incompatible with banking business.

. The Monetary Board shall determine the

minimum and maximum rates at which the
bank may buy spot exchange and shall
establish deviation limits from the effective
exchange rate or rates as it may deem
proper. The Monetary Board may issue
also such regulations governing bank pur-
chases and sales of non-spot exchange.

. The Monetary Board may require the

banks to sell to the Central Bank all or part
of their surplus holdings of foreign
exchange.

A bank shall not:

a) grant credit to a single customer in
excess of 30% of capital funds or with
the approval of MAS up to but not more
than 100% of the capital funds;

b) grant credits against security of own
shares;

¢) grant unsecured credits which in aggre-
gate and outstanding at any time
exceed S$5,000 to directors, a firm
where directors have an interest and to

any corporation described in Section &

of Companies Act;

~ d) grant to employees other than directors

unsecured advances more than 1
year's emolument; and,

e) grant substantial loans {loans exceed-
ing 15% of the bank’s capital funds)
which in the aggregate exceeds 50% of
the bank’s total credit facilities.

A bank shall not engage in wholesale and
retail trade and import and export trade.

A bank shall not acquire or hold any part of
the share capital or have an ipterest in any
financial, commercial, industrial, agricul-
tural or other undertaking exceeding in the
aggregate 40% of the bank’s capital funds.
This restriction does not apply in respect of
those shareholdings in companies whose
tunction is incidental to banking business
and which have been approved in writing
by the Authority.

A bank shall not acquire an interest of 20%
or more of the share capital of any com-
pany without obtaining the approval of the
Authority.

A bank shall not purchase immovable
property more than 40% of capital funds,
except as may be necessary for conduct-
ing its business or housing staff.

A bank shall not make loans exceeding in
aggregate 30% of deposits in Singapore
on security of immovable property to pur-
chase, improve or alter such property
except with the written approval of MAS
but not in excess of 60% of deposits in
Singapore.

1.

Banks rmay accept deposits, grant credit
facilities in the form of letters of credit, over-
drafts, loans, discount and negotiate prom-
issary notes, drafts, bills of exchange, buy
and sell foreign exchange and lend money
against securities.

HAEEERR AN AR

No commercial bank shall:

a) reduce its capital without the authoriza-
tion of the Minister of Finance;

b) in favour of any of its directors, grant
credit, guarantee loans or guarantee
payment in respect of the selling, dis-
counting or rediscounting of bills;

c) accept its own shares as security for
granting of credit or accept a commer-
cial bank's shares from any othér comn-
mercial bank as security for the granting
of credit;

d) purchase or permanently hold irmmova-
ble properties except:

i) for use as premises for the business
of the commercial bank or as
facilities for its officers and employ-
ees with the approval of the BOT.
Such approval may be granted with
conditions, or

iiy those acquired as a result of a debt
settlement or a guarantee in respect
of credit granted or as a result of the
purchase of an immovable property
mortgaged to the commercial bank
at an auction conducted pursuant to
an order of a court or an official
receiver,

e) purchase or hold shares of any limited
company in an amount exceeding 10%
of the total amount of such company’s
shares sold or purchase or hold shares
or debentures at an aggregate value,
separately or in combination, exceeding
20% of the capital funds of the commer-
cial bank, unless authorised by the
BOT. Such authorisation may be given
with conditions to be complied with;
purchase or hold shares in any other
commercial  bank  except those
acquired as a result of a debt settlement
or a guarantee in respect of credit
granted; provided that such shares shall
be disposed of within 6 months from the
date of acquisition, or those acquired as
permitted by the Minister with the
recommendation of the BOT. Such per-
rmission may be granted with any condi-
tion;

g) pay money or give any other property to
any of its directors, officers or employ-
€es as commission or remuneration for
or by reason of any transaction or busi-
ness of the commercial bank other than
gratuities, salaries, bonuses and other
allowances which may normally be paid
to them;

f
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actions with or advancing credit to any
person.

Conduct enguiries in order to determine
whether or not any loan obtained from the
bank has been utilised for the purpose for
which it had been received.

Supply a fresh loan in a lump sum or in ins-
talments against the security of the same
property which has already been pledged
with the banrk, or with any other bank or
financial institution, to the extent of the total
value of such security.

Make proper arrangement for selling or
renting out the assets of the bank.

Issue, accept, discount, purchase or sell
bills of exchange, promissory notes, or
hundis.

Issue discount or endorse letters of credit,
drafts and travellers cheques.

Work as an agent of NRB on conditions
prescribed by it, and take custody of,
collect, hold or redeem amounts, bullion,
or securities, or perform similar other func-
tions on behalf of His Majesty's Govem-
ment.

Remit or transmit funds to different places
within or outside of the Kingdom of Nepal
through bills of exchange, cheques or hun-
dis, arrange for the sale or purchase of
bullion, shares — debentures, etc. of com-
panies, collect dividends accruing on
shares of companies and interest on prom-
issory notes, debentures, etc.

In the capacity of a commission agent on
behalf of customers, take custody of and
arrange for the sale or purchase of shares,
debentures or securities of limited com-
panies, collect interest, dividends, etc.
accruing from shares, debentures or secu-
rities, remit or transmit such interest or
dividends to places within or outside the
Kingdom of Nepal, make arrangements for
the management of any real estate or other
property, collect income therefrom, and
remit payments within or outside the King-
dom of Nepal.

Purchase, sell or accept the securities of
His Majesty’s Government. )

Make all necessary arrangements for per-
forming the functions of a commercial
bank.
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4.

10.

The Monetary Board may require the
banks to maintain a balanced position
between their assets and liabilities in
Philippine pesos or in other currencies in
which they operate.

. The Monetary Board may place an upper

limit on the amount of loans and invest-
ments which the bank may hold, or may
place a limit on the rate of increase of such
assets within specified periods of time.

. Any commercial bank/expanded commer-

cial bank may purchase, hold and convey
real estate for the following purposes only:

a) Such as shall be necessary for its
immediate accommodation in the trans-
action of its business but the total invest-
ment shall not exceed 50% of net worth;

b) Such as 'shall be morgaged to it in
good faith by way of security for debts;
and,

¢) Such as it shall purchase at sales under
judgment, decree, mortgages or trust
deeds held by it and such as it shail
purchase to secure debts due to it.

But no such bank shall hold the posses-
sion of any real estate under mortgage or
trust deeds, on the title and possession of
any real estate purchased to secure any
debt due to it, for a period longer than 5
years.

. Banking institutions shall not engage in

insurance business as the insurer.

. Banking institutions generally shall not

enter, directly or indirectly, into any con-
tract of guaranty or surety, or shall guaran-
tee the interest or principal of any obliga-
tion of any person, co-partnership, associ-
ation, corporation or other entity.

. Banks shall grant loans only in the amounts

and for the periods of time essential for the
effective completion of the operations to be
financed. The amortization schedule of
bank loans shall be adopted to the nature
of the operations to be financed.

Before granting a loan, banks must exer-
cise proper caution to ascertain that the

debtor is capable of fulfiling his cormmit-

ments to the bank,

No bank shall open unnumbered accounts
for customers except with written prior
approval of MAS, Any bank contravening
this shafl be liable to a fine not exceeding
5$50,000.

Numbered accounis are secret and no
bank official shall disclose any information
unless with permission, the owner is
declared bankrupt, a suit arises between
the bank and the owner or the owner is
required to do so for the purposes of crim-
inal or civil proceedings. Any person con-
travening this shall be liable to a fine of
S$50,000 or imprisonment not exceeding
3 years or to both.

AEXREERRERR

2.

h) sell or give any immovable property or
movable properties with an aggregate
value exceeding the amount prescribed
by the BOT to any of its directors or pur-
chase any property from any of its direc-
tors (including related persons or juristic
persons), except with the approval of
the BOT; or

i} do any act which, may cause damage
fo the economy or the public interest
constitute taking unfair advantage of its
customers or the persons concerned, or
create obstacles to the development
of orderly competition in the financial
institution system, or result in unfair
economic of monopolistic barriers as
prescribed by the BOT with the
approval of the Cabinet and published
in the Government Gazette;

No commercial bank shall:

a) grant any one or several types of credit
separately or in combination to any per-
son amounting, at the end of any one
day, to an aggregate sum in excess of
its proper ratio to the capital funds as
prescribed by the BOT with the
approval of the Minister of Finance; or

b) engage in any one or several types,
separately or in combination, of the fol-
lowing transactions for any person,
namely, giving aval to bills, accepting
bills, issuing letters of credit in respect
of which the commercial bank is under
obligation to pay an amount of money,
guaranteeing loans, or guaranteeing
payment in respect of the selling, dis-
counting or rediscounting of bills,
amounting, at the end of any one day to
an aggregate sum in excess of its
proper ratio 1o the capital funds as pre-
scribed by the BOT with the approval of
the Minister of Finance;

except with the permission of the BOT in
accordance with the rules prescribed by
the Minister of Finance. Such permission
may be granted with conditions to be com-
plied with.
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11.

12.

13.

Loans against real estate security shall not
exceed 70% of the appraised value of the
respective real estate security, plus 70% of
the appraised value of the insured
improverments and such loans shall not be
made unless title to the real estate shall be
in the mortgagor. Similarly, loans on the
security of chattels shall not exceed 50%
of the appraised value of security, and
such loans shall not be made unless title to
the chattels, free from all encumbrance,
shall be in the mortgagor.

Loans granted to any other bank as well as
deposits maintained by them in any bank,
shall be subject to the loan limit to any
single borrower as prescribed. No bank
shall make any loan or discount on the
security of its own capital stock.

The Monetary Board may compel any
bank to liquidate the business of any
branch or agency if such is unlawful and
likely to prejudice the interests of creditors.

The Monetary Board may presciibe
security for various bank credits.

PrprT

The BOT may or may not, at its own discre-
tion, prescribe the ratio under (b) of the first
paragraph.

The prescription under (a) or (b} of the first
paragraph shall be published in the Gov-
emment Gazette and if such prescription
has the effect of lowering the relevant ratio,
it shall not be operative until after the lapse
of 15 days from the date of its publication.
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F. Appointment/
Removal of
Directors and
Officers

I,

All members of the board of directors are
appointed by Government.

WRRHRIRRE AN

Members of the board of directors of state-
owned barks shall be Indonesians,
appointed and discharged by the Presi-
dent on the recommendations of the Minis-
ter of Finance.

Appaintment of directors of other banks is
subject to approval by BI.

R

Under certain circumstances, BNM may,
with the concurrence of the Minister of
Finance, legally remove from office any of
a bank's director or appoint any person as
a bank director. In practice, the appoint-
ment of bank directors is with the prior
approval of BNM which conducts security
and financial checks on proposed
directors.

R dw Rk ek

A commercial bank shall have a board of
directors consisting of not more than 9 per- -
S0NS.

In case of a commercial bank where the
Government holds the majority of the
shares, more than half of the directors are
appointed by His Majesty’s Government
among whom one of the directors belongs
to the NRB. The rest of the directors are
elected by the general meeting.

In commercial banks fully owned by the
Government, all the directors are
appointed by His Majesty’s Government,
among whom there are 2 directors from
NRB. The tenure of the chairman as well as
the directors will be 4 years. The chairman
as well as the directors can be re-
appointed or re-elected only for the sec-
ond term,

ek ok ke
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F. Appointment/
Removal of
Directors and
Officers

The Monetary Board may pass upon and
review the qualifications of persons who
are elected or appointed directors and
officers and disqualify those found :unfit.
The Monetary'Board prescribes the gualifi-
cations of bank directors and officers.

Minimum qualifications for directors and
officers:

Directors —

a) At least 25 years of age at the time of his
election or appointment; and,

b) At least a college graduate or have at
least 5 years experience in business, or
have undergone training in banking
acceptable to Central Bank.

Officers —

a) At least 21 years of age; and,

b) At least a college graduate, or have at
least 5 years experience in banking or
trust operations or reiated activities
or in a field related to his position
and responsibilities, or have undergone
training in banking or trust operations
acceptable to the Central Bank, pro-
vided, however, that trust officers shall
have at least 2 years of actual experi-
ence or training in trust operations or
fund management or other related
fields.

Persons disqualified to become directors
and officers are those:

a) who have been convicted of an offence
involving moral turpitude or judicially
declared insolvent, spend-thrift or
incapacitated to contract;

b) who refuses to disclose the extent of
their business interests ‘to the Central
Bank;

c) who have been absent for more than 50
per cent of all board meetings of the
board of directors for a 2-year pericd
reckoned from the date of election of
director concerned;

d) who are delinguent in the payment of
their obligations;

e) who have wilfully failed or refused to
comply with any banking law, order,
instruction or regulation issued by the
Monetary Board or by the Governor, or
to have committed irregularities or to
have conducted business in an unlaw-
ful, unsafe or unsound manner as deter-
mined by the Monetary Board; and,

When a director or chief executive
becomes involved in financial embarrass-
ment or convicted of dishonesty or fraud,
he shall cease to hold office, unless written
consent is given by MAS.

If a bank is wound up, the director shall not
be on the management of any other bank
without the approval of MAS.

HENELERRAS

Central Bank does not exercise any control
over the appointment and dismissal of
directors or chief executives of commercial
banks.

The Regional Rural Development Banks
Act provides that the Monetary Board of
the CBSL shall, with the concurrence of the
Minister of Finance, appoint some of the
directors of the board of an RRDB and a
chairman from amongst them, or
appoint a successor to a director who
has vacated his post, remove a director
appointed by the Monetary Board, appoint
an alternate director or a director to act for
the chairman and terminate the appoint-
ment of a chairman which shall not be
called in question in any court.

L T

No commercial bank shall appeint or allow
any person with any of the following qualifi-
cations or attributes to be or to perform the
duties of a director, manager, deputy
manager, assistant manager or adviser:

a) Being a bankrupt;

b) Having been impriscned by a final court
judgment for an offence related to pro-
perty committed with dishonest intent;

¢) Having been dismissed or discharged
from the government service or other
government organizalions or agencies
on a charge of dishonest act in office;

d)Having been a director, manager,
deputy manager, assistant manager of

a commercial bank with its licence with-

drawn unless an exception has been

granted by the BOT;

e) Being removed from a position in a
commercial bank on recommendation
of the Minister of Finance;

f) Being a government official in political
services;

g) Being a government official with duty to
control the operations of commercial
banks or an official of the BOT except in
the case of a commercial bank which is
a state enterprise under the law on
budget procedures or in the case where
an approval has been granted by the
Minister of Finance for the purpose of
assisting the commercial bank con-
cerned on its operations; and

h) Being a manager, deputy manager,
assistant manager of a partnership or a
limited company in which such person
himself or any person such as:

i} the spouse of a director,

iy & minor child of a director,

i) an ordinary partnership in which a

director or a person under (i) or (i) is
a partner,
a limited partnership in which a
director or a person under (i) or (i) is
a partner with unlimited liability or in
which one or mere of such persons
is a partner or are partners with
limited liability in an aggregate
amount exceeding 30 per cent of
the total capital of such limited
partnership,

z
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f) who have been removed by the Monet-
ary Board for the following reasons:

i) wilful delay in the submission of
reports/publications  thereof  as
required by law, rules and regula-
fions,

i) refused to permit examination into
the affairs of the institution,

iy wilful making of a false statement of

the board,

wilful failure or refusal to comply
with, or violation of, any banking law
or any order, instruction or regula-
tion issued by the Monetary Board,
or any order, instruction or ruling by
the Governor, or any commission of
irregularities, andf/or conducting
business in an unsafe or unsound
manner.

z
-~

Aministrative sanctions on ‘every director/
officer:

a) for wilful violation of the Central Bank
Act or any order, instruction, rule or reg-
ulation issued by the Monetary Board,
the person or persons responsible for
such violation shall be' punjshed by a
fine of not more than P20b00 or by
imprisonment of not more than 5 years;
and,

b} for committing any of the offences
enumerated in the foregoing item (3f):
i) fines not in excess of P500 a day for

each type of viclation, and
ii) suspension, or after due hearing,
removal of directors and/or officers.

In order to safeguard against the exercise
by the same person or group of persons of
undue influence over the palicy-making
andfor management functions of similar
financial institutions that could have an
adverse effect on competition or which
could result in conflict of interest situations
to the detriment of others, interlocking
directorships and/or officerships within the
financial system shall be regulated.

ERRAEEAIAR

v) a limited company in which a direc- -
tor or a person under (i) or (i) or a
partnership under (i} or (iv) holds
shares, separately or in combina-
fion, in an aggregate amount
exceeding 30% of the total amount
of such limited company's shares
sold, and

a limited company in which a direc-
tor or a person under (i) or (i} or a
partnership under (i} or (iv) or a
limited company under (v) hold
shares, separately or in combina-
tion, in an aggregate amount
exceeding 30% of the total amount
of such limited company's shares
sold,

is a shareholder; except that such person
may be appointed or allowed to perform
the duties of a director or adviser of a
commercial bank and bas no power of
management.

vi
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No person serving as a director or holding
any other position in a commercial bank
shall concurrently serve as a director or
hold any other position in another commer-
cial bank, except in the capacity of legal
counsel or in gther capacities not con-
nected with the operation of, or the giving
of advice to a commercial bank.
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G. Restrictions on
Lending to
Directors and
Affiliates

1.

No restrictions.

ERRAERRARRE

Credits granted to directors and affiliates
shall be treated equally like other custom-
ers.

kAR Rk

A bank shall not grant any advance, loan
or credit facility under the exemption refer-
red to in sub-section 4 of Section 26A
unless the advance, loan or credit facility
meets the standard of credit worthiness
required of other borrowers, is on not less
favourable terms, serves the best interest
of the bank and approved by at least 2/3 of
directors at a duly constituted meeting of
the full board of directors and the decision
recorded in the minutes.

Each director shall disclose interests in
credit facilities and the declaration shall be
circulated to all directors.

A licensed bank is prohibited from grant-
ing loans to its directors under the follow-
ing situations:

a) To the director personally;

b) To any firm in which the director is
interested as a partner, manager, agent
or guarantor,

¢) To any corporation in which the director
is a member (that is, holds even one
share) director, manager, agent or
guarantor;

d) To any corporation in the shares of
which the director has any interest,
directly or indirectly; and,

e} To any individual for whom the director
is a guarantor.

The provisions (c) and {d) do not apply to
an executive director of a bank.

TEEREREIHR

1.

A bark shall not grant loans to any
director.

A bank shall not grant loans of any kind
without security to any institution or com-
pany in which any member of the board of
directors has provided a guarantee or is a
managing agent or a partner.

T
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G. Restrictions on
Lending to
Directors and
Affiliates

Any direct or indirect borrowing by a direc-
tar or officer of a bank for himself or as a
representative or agent for others, is
required 1o be approved in writing by a
majority of directors excluding the director
concerned. The approval shall be entered
into the records of the banks and a copy
submitted to Central Bank.

The total outstanding direct credit accom-
maodations to each of the bank's directors,
officers or stockholders shall not exceed,
at any time, an amount equivalent to his
outstanding deposits and book value of his
paid-in capital centribution in the lending
bank; provided, that unsecured credit
accommedations to each of the bank's
director, officer or stockholder shall not
exceed 30% of his total credit accommao-
dations.

Except with the prior approval of the
Monetary Board, the total outstanding bor-
rowings of directors, officers and stock-
holders shall not exceed 15% of the total
loan portfolic of the bank or 100% of com-
bined capital accounts net of such
unbooked valuation reserves and other
capital adjustments as may be required by
the Central Bank, provided that the total
unsecured borrowings of directors, officers
and stockholders shall not exceed 30% of
the aggregate celling or the outstanding
directindirect loans thereto, whichever is
lower.

Violations of any of the Central Bank rules
and regulations on {oan to DOSRI are sub-
ject to the following sanctions:

a) Prohibiticn on the bank from declaring
dividends until the outstanding loans
and other credit accommodations have
been reduced to within the prescribed
ceiling and/or pledging paid-in capital
contributions earmarked as bases for
his individual ceiling resulting in his
exceeding his individual ceiling.

b) Disqualification of the directors voting
for the approval of the loan in excess of
any of the prescribed ceilings from par-
ticipating in the approval of loans or cre-
dit, to officers, directors and stock-
holders of the bank.

A bank shall nct grant unsecured loans in
excess of §$5,000 to any director or to a
firm in which the bank or any of its direc-
fors has an interest or to an individual or
firm of whom any of its directors is a
guaranter, to any of its non-banking related
companies (as defined in Section & of
Companies Act). The term “director”
includes husband, wife, father, mother, son
or daughter of the director.

KK XA

1.

No restricticns on lending to directors
except in the case of Bank of Ceylon.

Kk kKRR

No commercial bank shall, in favour of any
of its directors, grant credit, guarantee
loans or acceptance or giving aval or inter-
vention of honour of any bills which the
director is a drawer, a maker of bill or an
indorser.

The granting of credit or loan guarantee or
acceptance or giving aval or intervention of
honour of any bills which the following per-
SoNs or juristic persons are drawers, or
makers of bills or indorsers shall also be
regarded as the granting of credit as
aforesaid to or for the benefit of its director
in {1):

a) The spouse of a director;

b) A minor child of a director,

c) An ordinary partnership in which a
director or a person under (a) or (b) is a
partner;

d) A limited partnership in which a director
or a person under (a) or (b) is a partner
with unlimited liability or in which one or
more of such persons is a partner or are
partners with limited liability in an aggre-
gate amount exceeding 30% of the total
capital of such limited partnership;

€) A limited company in which a director or
a person under (a) or {b) or a parner-
ship under (¢) or (d) holds shares, sepa-
rately or in combination, in an aggre-
gate amount exceeding 30% of the total
amount of such limited company's
shares sold; and,

f) Alimited company in which a director or
a person under (a) or (b) or a partner-
ship under {¢) or (d) or a limited com-
pany under (e} holds shares, separately
or in combination, in an aggregate
amount exceeding 30% of the total
amount of such limited company's
shares sold.
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¢) Application of (i) the borrowing direc-
tor's or officer's share in the bank's profit
sharing programme and (i) the share of
the director voting for the approval of
the loan against the excess of such loan
over any of the prescribed ceiling.
d) Imposition of a fine of 1/10 of 1% of the
excess over the ceilings per day but not
to exceed P500 a day on:
iy The lending bank and the director,
officer or stockholder whose borrow-
ing exceeds his individual ceiling,

iy Each of the directors voting for the
approval of the loan in excess of the
ceiling,

i) The director, officer or stockholder
who assigns or subjects his out-
standing deposits to a holdout
agreement, or pledges his paid-in
capital contribution in the lending
bank, which deposits and capital
contribution constitute the bases for
determining his individuai ceiling,
and

iv) Suspension, or after due hearing,
removal from office of the director or
officer: (a} borrowing from the bank
in excess of his individual ceiling,
and (b) subjecting to an assignment
or holdout agreement outstanding
deposits.
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employees under the following situations:

a) To the officer or employee personally;

b) To any firm in which the officer or
employee is interested as a partner,
manager, agent or guarantor,

c) To any corporation in which the officer
or employee is a director, manager,
agent or guarantor,;

d) Te any corporation in the shares of
which the officer or employee has any
material interest as determined by Bank
Negara; and,

e) To any individual for whom the officer or
employee is a guarantor.

An executive director of a bank is deemed

an officer or empioyee of the bank.

Exemptions: Section 26A  specifically
exempts the following:

a) Loans to executive directors, bank offi-
cers and employees which are pro-
vided under the bank's scheme of
service;

b) Where the bank is satisfied that special
or compassionate circumstances exist,
loans not exceeding at any one time 6
months’ remuneration of the executive
director, officer or employee on such
terms and conditions as the bank thinks
fit;

¢) Loans to a corporation quoted on the
stock exchange and in the shares of
which no non-executive director of the
bank has, directly or indirectly, any
material interest; and,

d) Leans to a public company in which the
non-executive director of the bank has
no interest in his personal capacity.

AR RKERRAN

Burma Indonesia Malaysia Nepal
H. Restrictions on Prohibition on lending to officers or Though the Act does not spell out any-
Lending to employees: A licensed bank is prohibited thing clearly about lending to the bank
Emp|oyees n.p. np. from granting loans to its officers or employees, the bank can lend to the bank

employees under various schemes such
as housing loan, transport facilities loan,
loan for social work and provident fund
loan, etc. However, all these loan schemes
need the approval of the board of
directors.

HREAAR AR
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H. Restrictions on All loans or credit accommodations to A bank shali not grant to any employee 1. There are no restrictions to the granting of -
Lending to bank officers and employees, except unsecured advances or loans which in secured loans.
Employees those granted under the fringe benefit aggregate and outstanding at any time np.

programme of the bank shall be subject to
the same terms and conditions imposed in
the regular lending operations of the bank.

Bank may provide financial assistance to
their officers and employees, as part of
their fringe benefit programme, to meet the
housing, transportation, household and
personal needs of their officers and
employees.

The mechanics of such financial assis-
tance shall be embodied in a financing
plan, which shall be submitted to the Cen-
tral Bank for prior approval.

The aggregate outstanding loans granted
under the bank's fringe benefit programme
inclusive of those granted to officers in the
nature of lease with option to purchase,
shall not exceed 5% of the bank’s total
loan portfolio.

Violations of the foregoing provisions are
subject to penalties/administrative sanc-
tions.

ERRAIRERHE

exceed 1 vyear's emoluments of the
employee.
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Burma Indonesia Malaysia Nepal
I. Restrictions on With the approval of B, banks may partici- 1. A bank wishing to form a subsidiary com- A bank shall not be permitted to establish
Operations of pate in the establishment and/or manage- pany should obtain the prior approval of a subsidiary company except for the fol-
Subsidiary n.p. ment of any enterprise en_gaged in banking BNM. lowing purposes:
Companies/ or in other economic activity. N a) Manage assets or lrusts acquired under
Businesses trust;

b) Manage safe deposit vaults; and,

c) Transact other types of business useful
to banking business or to industrial
development if approved by NRB.

EHIKRR AN




Commercial Banking 109

Philippines

‘Singapore

Sri Lanka

Thailand

Restrictions on
Operations of
Subsidiary
Companies/
Businesses

Banks may invest in equities of allied
undertakings such as warehousing com-
panies,leasing, storage, safe deposit com-
panies and companies engaged in man-
agement of mutual fund.

ARKARKERAR

n.a.

Banks established under the Companies
Act may not form any subsidiary company
which is not a banking company and may
not hold shares in any other company as
pledgee, mortgagee, or absolute owner of
an amount exceeding 40% of the issued
share capital of that company.

ArxxRA*ARN

1.

No commercial bark shali:

a) purchase or hold shares of any limited
company in an amount exceeding 10%
of the lotal amount of such company's
shares sold or purchased or hold
shares or debentures at an aggregate
value, separately or in cornbination,
exceeding 20% of the capital funds of
the commercial bank, unless authorised
by the BOT. Such authorisation may be
given with conditions to be complied
with; and,

b) purchase or hold shares in any other
commercial  bank  except those
acquired as a result of a debt setiement
or a guarantee in respect of credit
granted, provided that such shares shall
be disposed of within 6 months from the
date of acquisition or those acquired as
permitted by the Minister with the
recommendation of the BOT. Such per-
mission may be granted with any condi-
tion.

EhEARKANNR
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the commercial banks and merchant
banks on 8 September 1984, The
maximum limit for loans to any customer
was set at 30% of a bank’s capital funds
for domestic banks and merchant banks,
and 30% of net weorking funds in the case

of foreign banks. The limit would apply to -

the approved limit for the credit facilities or
the amount of loans disbursed, whichever
is higher. In respect of loans which had
already exceeded the limit set, the banks
were given a grace period of 2 years to
adjust in order to comply. Fixed term loans
with predetermined repayment schedules
would be allowed to run to maturity, even
though the amount involved would still
exceed the limit after the grace period.

ln addition to this limit, banks were
required to observe an overall limit for
“arge” loans. The limit was set at 50% of
total credit facilities in the form of such
“large” loans. A "large” loan was defined
as any credit facility granted by a bank to
any customer, which in the aggregate

exceeded 15% of the bank's capital funds

or net working funds. Bearing in mind the
inherent risks involved if a bank were to
over-extend itself to a singte customer and
its related interests, the definition of an indi-
vidual -~as widened to include companies
over which the individual exercises contral,

either directly or indirectly, and partner- -

ships, where the individual is a partner. In
cases where the individual sits as a direc-
tor in companies and has provided gua-
rartees for the borrowings of these com-
panies, loans to these companies would
be aggregated with loans to the individual.
In the case of a corporation, credit facilities
extended to the corporation would be
aggregated with the credit facilities of its
related corporaticns as defined in Section
6 of the Companies Act, 1965, and its *as-
sociate” companies. For this purpose, a
cut-off level of 20% of the issued capital
would be adopted.

Burma Indonesia Malaysia Nepal
J. Loans to Single The Central Bank introduced guidelines on
the credit limit to a single customer for all
Borrowers na g na
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"J. Loans to Single
Borrowers

Except as the Monetary Board may pre-
scribe, total loans to a single barrower shall
not exceed 15% of the unimpaired capital
and surplus of the bank, and may amount
to a further 15% provided the additional
liabilities _are adequately secured by
shipping documents, warehouse receipts
or other similar documents transferring or
securing title covering réadily marketable,
non-perishable staples, which staples
must be fully covered by insurance and
must have a market value equal to at least
125% of such additional liabilities.

Loan accommodations granted by com-
mercial banks to any other bank, as well as
deposits maintained by them in any bank
licensed to do business in the Philippines
is subject to the loan limit to a single bor-
rower.

Even if parent corporation/co-partnership
has no limit to the bank, the liabilities of its
subsidiaries or members shall automati-
cally be combined for purposes of the
single borrower’s loan limit (SBL).

Foreign and domestic stand-by and defer-
red L/Cs shall be included in determining
compliance with SBL.

ek e ok

Total loans and advances including
guarantees to any single borrower may not
exceed 30% of capital funds or 100% if
approval is given by MAS.

REERRENNAK

1.

Single borrower limits are 30% of capital
funds for indigenous banks and 15% of
total advances for foreign banks,

P

The amount of money lent or credi
granted by a commercial bank to any per-
son at any time shall not exceed 25% of its
capital funds.

HEKKHERRKR
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Credit faciltes would include all bank
guarantees and contingent liabilities exe-
cuted on behalf of bank customers. How-
ever, credit extended for imports into or
exports from Malaysia or trade within
Malaysia, against letters of credit or bills of
exchange would be exempted. In addition,
self-liquidating trade-related transactions,
such as bills for collection, lstters of credit,
the rediscounting of bills, including
bankers acceptances, and the sale of
such bills under repurchase agreements,
would be excluded in the computation of
credit facilities.

In respect of the forward purchases and
sales of foreign currency (transacted on
behalf of customers), 10% of such transac-
tions would be included as credit facilities.
The inclusion was based on prudential
considerations. Although such transac-
tions are usually covered forward, the risk
of default still remained and as such, these
transactions should not be entirely
excluded from the total credit facilities.
Credit faciiities granted to the Government
of Malaysia, Permodalan Nasional Berhad
and the Government of any State (whether
in ringgit or foreign currency) and loans
extended with the guarantee of the Federal
Government were exempted. However,
other loans granted in foreign currency
would nct be exempted.. For the purposes
of the single customer credit guideline,
capital funds and net working funds will
have the same definition as that used for
purposes of the capital adequacy ratio.

ERRA K ANRAR
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K. Investment in
Securities

Banks can invest in securities issued or
guaranteed by the government or by an
institution controlled by the government or
by a foreign government or by an interna-
tional institution.

dkkkkk ok

Commercial banks are free to invest in any
securities.

Savings banks should invest primarily in
gilt-edged securities.

Bl may permit all banks to invest in money
market securities.

ek ek ek

Banks can hold shares in companies*
which qualify for trustee investments up to
10% of paid-up capital of such companies
or up to 10% of paid-up capital and pub-
lished reserves for domestic banks and
10% of net working funds for foreign
banks. (*These are companies quoted on
the Kuala Lumpur Stock Exchange and
have a paid-up capital of not less than M$5
million and have been paying dividends for
the last 5 years.)

Investments above 10% in trustee shares
require prior approval of BNM.

No bank can hold, on their own account
shares of trustee corporations to an aggre-
gate value at cost in excess of 25% of
paid-up capital and published reserves or
25% of net working funds (for foreign
banks).

Banks are free to invest in Treasury bills
and Government securities.

REXRAER R R

1.

The bank can invest in the securities of His
Majesty’s Government.

KEARRHINHFRR
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K. Investment in
Securities

Commerciai banks may acquire readily
marketable bonds and other debt secu-
rities subject to such rules as the Monetary
Board may promulgate. These rules may
include, but need not be limited to the
determination of bonds and other debt
securiies  eligible for investment, the
maturities and aggregate amount of such
investment.

Eligible - government securities may form
part of the reserves against deposit liabili-
ties, deposit substitute liabilities and other
reserve requirements; hence, an attractive
investment outlet of banks; government
securities are also considered eligible for
purposes of investment deposit ratio policy
whereby 75% of total deposits accumu-
lated by branches, agencies, extension
offices, elc., and/or head offices of com-
mercial banks in a particular region (out-
side Metropolitan Manila) shall be invested
therein as a means to develop that regicn.
Investment in government securities is also
temporarily resorted by banks to comply
with the required allocation (10% of loan-
able funds) for agrarian reform credit.

Investment in government securities is
considered non-risk assets for purposes of
determining bank's compliance with the
minimum capital requirement.

HRERREKRER

A bank shall not acquire or hold any part of
the share capital or otherwise have an
interest in any agricultural, commercial,
financial, industrial or other undertaking
exceeding in total 40% of the bank’s capi-
tal funds except the shareholding the bank
acquires in its normal business. These
shall be disposed of at the earliest oppor-

tunity. The 40% does not apply 0 any *

share-holdings approved in writing by
MAS.

HREEREIRTEN

Banks established under the Companies
Act may not hold shares in any company
whether as pledgee, mortgagee or abso-
lute owner of an amount exceeding 40% of
the issued capital of that company except
when that company is the bank's
subsidiary.

P L]

No commercial bank shall:

1)

2)

Purchase or hold shares of any limited
company in an amount exceeding 10% of
the total amount of such company's
shares sold or purchased or hold shares or
debentures at an aggregate value, sepa-
rately or in combination, exceeding 20% of
the capital funds of the commercial bark,
unless authorised by the BOT. Such
authorisation may be given with conditions
to be complied with.

Purchase or hold shares in any other com-
mercial bank except those acquired as a
result of a debt settlement or a guarantee
in respect of credit granted, provided that
such shares shall be disposed of within 6
months from the date of acquisition or
those acquired as permitted by the Minis-
ter with the recommendation of the BOT.
Such permission may be granted with any
condition.

KAREERREER
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L. Purchase of
Real Estate

1‘.

Not applicable as banks are slate-owned.

AR RRARTER

Banks may own immovable property for
their own use, for example, as premises for
banking business or for accommodating
staff. Bank’s premises should not exceed
50% of its capital.

RERRKTRA Rk

Banks may own immovable property for
premises for conducting banking business
or accommodation for staff. In practice
approval is sought from BNM pricr to
acquisition of such property.

Wk &k ko ke

A bank can invest in real estate not for the
purpose of trading on itself but for the pur-
pose of building up premises to carry out
its regular functions specified in the Act.

XA AH AT RN
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L. Purchase of
Real Estate

1.

A bank may purchase, hold and convey
real estate for the following reasons:

a) Premises for conducting business pro-
vided such investments do not exceed
50% of its net worth;

b) Property mortgaged as security;

c) Property conveyed by consideration of
debits previously contracted; and,

d) Property purchased at sales under
judgment, decrees, mortgages or trust
deeds held by the bank and property
purchased to secure debts.

A bank shall not hold any real estate under
mortgage or trust deed or title or posses-
sion of any real estate purchased to secure
any debt for more than 5 years.

Feiastatiad

1.

A bank shall not purchase or acquire
immovable property or any right therein
exceeding in aggregate 40% of the capital
fund except as may be necessary for con-
ducting business or for housing for staff.

Immovable property acquired from busi-
ness shall be disposed of by sale or auc-
tion at earliest suitable opportunity.

Hk Rk kA Ak

1.

Banks may own immovable property for
premises and accommodation for staff.

et e ]

No commercial bank shall purchase or
permanently hold immovable properties
except:

a) for use as premises for the business of
the commercial bank or as facilities for
its officers and employees with the
approval of the BOT. Such approval
may be granted with conditions; or

b) those acquired as a result of a debt
settlement or a guarantee in respect of
credit granted or as a result of the pur-
chase of an immovable property mort-
gaged to the commercial bank at an
auction conducted pursuant to an order
of a court or an official receiver.

A commercial bank shall dispose of its
immovable property acquired in accor-
dance with 1{b) within 5 years from the
date of acquisition, unless the BOT has
granted extension 1o such period of time or
given approval to use such immovable
property for premises as specified in 1(a).

sk Aok
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M. Priority Areas
of Lending

Agricultural loans — seasonal loans,
medium-term loans, and long-term loans.

Loans to cooperatives.
Industrial loans.

Rk Rkt

Credit priority for the development of small
scale industry, cooperatives, rural areas,
smallholder plantations as well as for
export activities.

sekkokk ko

The commercial banks and finance com-
panies are required to accord special
emphasis on lending to the priority sectors
of the economy, namely, the Bumiputera
community, agricultural food producticn,
housing and small-scale enterprises.

Sk A dkk Rk

The Act does not make any specific refer-
ence to priority sector lending. However, in
recent years, NRB has directed 7% of total
loan disbursements to be made in the
priority sectors and 25%.on the productive
sectors.

In Nepal's Sixth Annual Plan, priority is
given to the agricultural sector. Develop-
ment of animal husbandry and horticulture
is emphasized. Other priority areas are
cotftage and small-scale industries, exports
and import-substituting industries.

AREAEERREK
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M. Priority Areas
of Lending

Effective 30 June 1975, all banks must set
aside 25% of loanable funds for agrarian
reform credit (10%) and general agricul-
tural credit (15%). If there are no qualified
borrowers, amount not loaned shall be
invested in  approved  Government
securities.

ARk kkk ok

np.

Agriculture, industry, exports and tourism
have been identified as priority areas of
lending. In order to induce commercial
barks to lend to these sectors, CBSL pro-
vides refinance facilities at concessionary
interest rates to commercial banks.

Ak ok kA Kk

For purposes of national development or rectifi-
cation of any adverse economic conditions, the
Minister of Finance shall have power, upon
recommendation of the BOT, to impose the fol-
lowing measures:

1) Directing commercial banks to grant cre-
dits to any type of enterprise at not less
than the rate prescribed.

2) Prohibiting commercial banks to increase
the amount of credits granted to any type
of enterprise or to increase such amount to
the level in excess of the rate prescribed.

Every measure prescribed under {1) shall have
approval of the Cabinet of Ministers, The vari-
ous rates prescribed under (1) for all types of
enterprises shall not altogether amount to more
than 20% of the total deposits of a commerciat
bank as at the end of the preceding year.

The rate prescribed under (2) may be expres-
sed as a percentage of the total outstanding
amount of credits granted by a commercial
bank to any type of enterprise at any one time.

The prescription above shall be published in
the Government Gazette and such prescrip-
tions may also include rules, conditions and
periods of time for compliance.

ik ke Rk
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N. Sources of Funds

Union Government Consolidated Fund,
working capital scheme, savings, resort to
Central Bank refinancing.

The main sources of funds of banks are
paid-up capital, deposits, credit from Bank
Indonesia including rediscount facilities,
and funds generated from selling money
market securities.

Capital and reserves, deposits from public
and private sector, negotiable certificates
of deposits issued, inter-financial institution
borrowings, bankers acceptances.

The main sources of funds are subscribed
capital and deposits. But at times, the
banks can resort to the Central Bank for
refinancing.

0. Uses of Funds

Government Treasury bills, loans to priority
sectors.

PrrSrE

The main uses of funds are loans, market-
able securities and bank's premises.

et e ek

Cash, statutory reserves, money at call,
inter-financial institution lending, invest-
ments in Tresury bills, Government secu-
rities, private securities, loans such as
overdraft, term loans, trade bills and BAs,
fixed assets.

AR KAR RN

The various uses of funds of banks are .
loans to borrowers for various purposes,
investment in  government securities,
shares and bills of exchange, investment
on priority sectors and investment on loans
and buildings of banks.

KERAFRHRE K
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N. Sources of
Funds

Traditional sources of funds in addition to
capital are deposits in the form of demand,
savings and time deposits. Other sources
of bank funds are borrowings from banks,
non-banks, private person and entities and
other liabilities.

Domestic barking units of commercial
banks depend largely on non-bank cus-
tomers for deposits including NCD (41%
as at end of March 1987). Borrowings
from banks and other liabilities are other
important sources of funds, accounting for
43% and 9% as at the end of March 1987
f Asian Currency Units of banks are
included, borrowings from  banks
accounted for about 70% of total
resaurces and deposits of non-bank
customers for about 21%.

Major sources of funds are deposits of
customers, inter-bank borrowings, borrow-
ings from CBSL, other liabilties and
reserves and paid-up capital.

1.

Major sources of funds in addition to paid-
up capital and reserves are deposits of
customers, inter-bank borrowings, borrow-
ing from BOT.

Off-shore borrowings: Floating rate notes,
loans, overdraft, etc.

0. Uses of Funds

Loans were mainly channelled to sectors
which registered significant output levels in
the GNP accounts, notably manufacturing
and agriculture, Increases in loans were
also registered for construction, communi-
cation and stroage, and financing, insur-
ance and business services.

AEkRHAARIR

Banking credit is concentrated on loans to
non-bank customers. As at end of March
1987, about 47% of total bark assets
(excluding Asian Currency Units) was in
loans and advanges (including bills finan-
cing), 37% overdrafts. Including Asian
Currency Units, loans and advances to
non-bank customers accounted for only
about 24%.

Loans were mainly channelled to building
and construction, manufacturing and
general commerce which accounted for
about 62% of total loans and advances in
March 1987.

Banks traditionally engage in banking
business of a short-term nature but also
provide longer term financing for industries
and housing development. A high propor-
tion of short-term credit is extended on a
roll-over basis.

XX TARRR

The major uses of funds are the granting of
advances.

RATXWNAK A

Bank funds are mainly channelled to loans
and investments. A portion of bank funds
are utilised to meet reserve requirements
such as against deposit liabilities and
letters of credit.

The major industries where loans are chan-
nelled are manutacturing, agriculture, min-
ing, banks and non-banks, commercial,
real estate and construction.

Investrnents are usually government secu-
rities which are also utilised to meet cer-
tain reserve requirements.

ok Ak sk
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P. Submission of
Information and
Data

1.

Submit financial and other necessary data
within the time prescribed by UBB.

EErTTT Ty

Banks shall submit information and data
regarding their operation in the form pre-
scribed by BI.

Upon the request of BIl, banks shall dis-
close any information and data contained
in their books and files.

The Minister of Finance or the official
appointed by him, may request any rmate-
rial as well as information on the banks
through BI. Such information should not be
published and be treated confidentially.

sk kKA

Every bank shall submit the following to
BNM:

a) A staterment of assets and liabilities of
offices and branches in Malaysia on the
last business day of each month within
such period as may be prescribed by
BNM;

b} Not later than 6 months after close of
business of year, a statement of income
and expenditure for Malaysian opera-
tions;

¢) A statement of analysis of loans and
advances of offices and branches in
Malaysia at such intervals and within
such period as prescribed by BNM,

d) Any other information required by BNM;
and,

e) Credit information of their customers for
purposes of the credit bureau estab-
lished by BNM, and may alsc be
required to submit a statement to a cen-
tral bureau established in BNM, show-
ing information of their customers relat-
ing to incidences of dishonoured
cheques.

Any information received shall be
regarded as secret. Any bank that fails to
comply shall on conviction be liable to a
fine not exceeding M$4,000 for every day
the default occurs.

BNM should consolidate and publish such
statements furished under paragraphs
1(a) and 1{c) above.

Every bank is required to send to BNM
within such period as may be prescribed
by BNM after the end of each month a
statement on credit facilities extended to:

a) any corporation quoted on the stock
exchange or public company in which
its nen-executive directors have no
material interest or have no interest in
their personal capacity respectively;
and,

b} any individual in whom and any firm in
which any directors have an interest.

Banks shaifl submit financial and other
necessary particulars to the NRB accord-
ing to the form and within the time limit as
prescribed by NRB.

EEK XX RKAK
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-P. Submission of
Information and
Data

1. Each bank is required to submit to the
appropriate supervising and examining
department of the Central Bank various
reports such as Consolidated Statement
of Condition, Report of Income and
Expenses, report on loans granted to
directors, officers, stockholders and their
related interests, bio-data of directors and
officers, report on crimes, schedule of
banking hours and days and other mis-
cellaneous reports. Each report has a pre-
scribed due date of reporting and may be
daily, monthly, weekly, semestrally, quar-
terly and annually. The deadlines for sub-
mission of reports is reckoned on the basis
of banking days instead of on calendar
days. For this purpose, banking days
mean Monday through Friday or banking
days of the Central Bank.

2. Effective 1 July 1977, al banks are
required to strictly adopt/implement the
Uniform System of Accounts prescribed in
the corresponding Central Bank Manual,
including reportorial  and  publication
requirements. '

3. Any financial institution, whether or not
engaged in quasi-banking functions,
which shall wilfully delay the submission of
the report on its exposures to individuals,
companies or groups of individuats/com-
panies shall pay a fine in accordance with
the following schedules:

Commer-  Thrift
cial, Banks,
Specia- NBFis Rural
lised without Banks
Govt. Quasi-
Banks & Banking
NBQBs Functions

a) For banking/

business day of

default for the

first 5 banking/

business days

of default P100 P50 P10
b) Per banking/

business day of

default for the

next 5 banking/

business days

of default P150 P75 P20
c) Per banking/

business day

of default for

the succeeding

days of default ~ P200 Pi0C P 30

Every bank shall furnish MAS with such
information at such time and in such man-
ner as MAS may require.

Every bank shall send to MAS and the
Chief Statistician:

a) not later than 15 days after the last day
of each month, a statement (First
Schedule) showing assets and liabilities
for end of preceeding month;

b) not (ater than 1 month after the end of
each quarter, a statement (Second
Schedule) showing loans and advances
as at the end of each guarter; and,

c) not later than 6 months after the end of
the year, a financial statement (Third
Schedule) showing income and expen-
diture for year. Such information is
regarded as secret. The MAS or Chief
Statistician may prepare and publish
consolidated statements.

Any bank failing to comply shall on convic-
tion be liable to a fine not exceeding
$%$20,000 and for a continuing offence, a

further fine of S$$2,000 for every day after:

conviction,

Every bank shall send to MAS not later
than 15 days after the end of the month a
statement on all loans, advances or credit
to:

a) directors;

b} firms in which the bank or any of its
directors have an interest;

c) any employee in excess of 1 year's
remuneration;

d} any corperation that is related to the
bank as described in Section 6 of the
Companies Act;

e) any private or public company it has an
interest; and,

f) any individual in whom and any firm in
which any directors have an interest.

MAS may, in writing, prohibit the bank from
granting more credits or impose restric-
tions on the loans.

Daily:

a) Foreign exchange operations;

b) Particulars of Letters of Credit trans-
acted; and,

c) Prime lending rates.

Weekly:

a) Weekly deposit liabilities (Wednesday
figures) and loans and advances to
customers;

b) Foreign assets and liabilities; inter-bank
foreign exchange and money market
transactions and TCs issued; and,

c¢) Registration of Floor Price Contracts.

Maonthly:

a) Staternent of assets and liabilities of
commercial banks — domestic and
foreign;

b) Foreign Currency Banking Unit transac-
tions;

c) Statements of all foreign currency
accounts held and balances;

d) Branch Operations;

e) Statement of debits to demand, time
and savings accounts;

f} Staterment of advances granted, refi-
nance loans granted, statement of bor-
rowings from Central Bank.

Quarterly:

a) Quarterly statement of advances and
deposits;

b) Statement of large advances, irregular
advances and past due advances;

¢) Particulars of supplier's credits and
foreign loans granted;

d) Statement of cultivation loan recoveries
and progress reports of rural banks;
and

e) Project reports.

Half-yearly:

a) Project performance reports;

b) Bark branch reports; and,

c) Statement of Special Accounts and
Blocked Accounts.

Annually:

a) Income and expenses accounts of
Domestic Unit and FCBU; and,

b} Bank branch position and staff position.

EEETITE TRy

Minister is empowered to require a com-
mercial bank to submit pericdically or
occasionally confidential statements con-
taining particulars  specified by him
together with notes explaining or amplify-
ing the said statements. Such confidential
staternents and explanatory notes shall be
submitted to BOT.

P i
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Establishment of central bureau for the
monitoring of “bad” current accounts: The
establishment of a central bureau to
monitor “bad” current account holders is
required to handle the increasing problem
of “bounced” cheques. With the introduc-
tion of the new section providing expressly
for the setting up of a central bureau, BNM
would be empowered to collect and dis-

‘close to the banking community, informa-

tion on and relating to incidences of dis-
honoured cheques. This would assist the
banks to assess the eligibility of the
drawers to maintain or open any current
account with them. Consequential amend-
ments were made under sections 21(1)
{cb) and 21(2} of the Banrking Act, 1973
and sections 19(1)(da) and 19(2) of the
Islamic Banking Act, 1983 to compel the
banks to provide information on current
accounts of their customers to the central
bureau. Such compulsion by law to dis-
close to the bureau would protect the
banks from actions by their customers for
breach of banking secrecy.

AR
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Wilful refusal to file the required reports is
punishable by a fine of not more than
P10,000 or by imprisonment for not more
than 1 year, or both, in the discretion of the
court.

Certain weekly, monthly, quarterly, semi-
annual and annual statements/reports
required to be submitted to the Central
Bank by commercial banks are grouped
into Category A-1, Category A-2 and Cate-
gory B with prescribed authorised signa-
tories for each category of repont. A report
submitted under the signature of an officer
who is not an authorised signatory may be
considered as not a valid report or may be
considered as not having been submitted
at all.

WRE KKK

Each director shall declare any interest in
any credits and the declaration shall be
circulated to all directors. A director guilty
of contravention shafl be liable to a fine not
exceeding S$50,000 or 3 years imprison-
ment or both.

a) Annual: Income and expenditure state-
ments;

b) Quarterly: Industrial classification of
loans and interest rate charges; and,

c) Monthly: Capital and reserves, total
deposits of own bank customers, inter-
bank funds, investments in securities
and equities, foans and advances, bills
discounted or purchased.

ERRRRAKARE
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Q. Annual Accounts

1.

Audited under the Union of Burma Bank

Act.

R KA

Every year a bank shall within a period
determined by Bl submit a balance sheet

to Bl together with a profit and loss °

account in & format determined by Bl and
such explanation needed. The balance
sheet and profit and loss account shalt be
audited by an independent auditor.

The bank shall make public an annual bal-
ance sheet and a profit and loss account.

ko KRRk

1.

Each bank shall appoint an auditor
approved by the Minister. The auditor shall
audit the accounts of banks incorporated
in Malaysia and for banks incorporated
outside Malaysia, audit the accounts for
Malaysian operations and make a report of
the accounts. The report shall be laid
together with the report by the directors at
the annual general meeting. Any bank fail-
ing to comply with this provision shall on
conviction be liable to a fine not exceeding
M$20,000.

Every bank shall exhibit publicly in each
office a copy of the latest audited balance
sheet, profit and loss account and report of
the auditor, the full names of directors and
names of all subsidiaries. It shail publish
within 14 days of laying of accounts at the
annual general meeting in at least 2 lecal
newspapers approved by BNM, one in
Bahasa Malaysia and one in English, a
copy of the latest audited accounts and
report of the auditor. Within 6 months of the
close of the financial yéar, a bank shall for-
ward 2 copies of the latest audited
accounts and reports of auditors and
directers and, for banks incorporated in
Malaysia with branches operating abroad,
2 copies of the latest audited accounts for
the operations in Malaysia and 2 copies of
the latest audited accounts for the opera-
tions in each country outside Malaysia
and, for banks incorporated outside
Malaysia, 2 copies of the latest audited
accounts for operations in Malaysia.

The form and content of the balance sheet,
profit and loss account and report by
directors other than the global accounts of
foreign banks and oversea branches’
accounts of local banks shall be as
approved by BNM.

Any bank that fails to provide BNM with
any information on the accounts shall on
conviction be liable to a fine not exceeding
M$20,000.

Ak k

Within 5 months from the date of the clo-
sure of the bank accounts, the bank shall
prepare its balance sheet and profit and
loss account according to the form and
procedure prescribed by the NRB. The
balance sheet and profit and loss account
shall bear the signature of the general
manager, the chief accountant and more
than half of the directors of the bank. One
copy of such balance sheet and profit and
loss account shall be forwarded to the
NRB. But in case it has not been possible
to prepare such balance sheet for any
proper reason, the NRB shall be notified
accordingly.

The accounts of the bank shall be audited .
under the Company Act by the auditor-
general of Nepal if it is fully owned by His
Majesty’s Government and in the case of
ather banks, by a general meeting of the
shareholders, provided that the general
meeting shall not appoint the same auditor
for more than 3 consecutive times.

TRk Rk ok




Commercial Banking 127

Philippines

Singapore

Sri Lanka

Thailand

Q. Annual Accounts

Each bank shall cause an annual financial
audit to be conducted not later than 30
days after the close of the calendar year or
the fiscal year adopted by the bank.
Reports on such audits shall be made
separately and submitted to the board of
directors and the appropriate supervising
and examining department of the Central
Bank not later than 90 days after the start
of such audits.

For purposes hereof, an external indepen-
dent auditor who may be engaged by a
bank shali refer to one who does not hold
or own 2% or mere of equity in that bank.
In the case of a partnership, this limitation
shall apply to the principal partners or
associates. The audit of a government-
owned or — controlled bank by an external
independent auditor shall be in addition to
and without prejudice to that conducted by
the Cormmission on Audit in the discharge
of its mandate under existing law.

The board of directors, in a regular or
special meeting shall consider and act on
the financial audit reports and shall submit
within 30 days after receipt of the reports, a
copy of its resolution to the appropriate
supervising and examining department of
the Central Bank. The resolution shall
show, among others, the actions taken on
the findings and recommendations as well
as the measures adopted by the board of
directors to improve or update the bank's
managerial or operational performance,
policies and practices, audit systems and
procedures.

Within 12 banking days from the beginning
of the year, each bank is reguired to sub-
mit a list of stockholders and their stock-
holdings. An annual updating and as
changes in the composition of the board of
directors/officers occur, re bio-data of each
director and officer of the bank is also
required to be submitted annually, within
25 banking days after the close of calen-
dar year; 7 banking days after election/
appointment.

Each bank shall within 6 months after the
end of the financial year or within such
period as MAS may specify, publish in at
least four local daily newspapers (in
English, Malay, Chinese and Tamil) and
exhibit throughout the year:

a) A copy of its latest audited balance
sheet and profit and loss account and a
report of the auditors;

b) Full names of directors; and,

c) Names of all subsidiary companies. A
copy of each of the documents shall be
submitted to MAS prior to the first pub-
lication together with a copy of the
directors report. In the case of Singa-
pore banks, the accounts shall be in
such form approved by MAS and for
banks incorporated outside Singapore,
only batance sheet and profit and loss
account relating to the bank’s Singa-
pore operations shall be in approved
form.

Any bank failing to comply, will on convic-
tion, be liable to a fine not exceeding
S$$5,000 and for a continuing offence
S$$1,000 for every day after conviction.

Each bank shall appoint annually an
auditor approved by MAS The auditor
audits the annual accounts and makes a
report on the balance sheet and profit and
loss account. The MAS may require an
auditor to submit such additional informa-
tion as it considers necessary, enlarge or
extend the scope of the audit or tc carry
out any other examination and submit a
report on these matters.

TR R e

At the end of each year, statements of
annual accounts and detailed statements
of income and expenses are submitted to
CBSL (Bank Supervision Department).
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1.

A commercial bank shall record com-
pletely and correctly all liabilties and
assets in the books of accounts and pub-
lish a summary in the form prescribed by
the BOT showing liabilities and assets as
of the last working day of every month or
as any other day as approved by the BOT.

The published statement under the first
paragraph shall be submitted to the BOT,
and shall be posted up in an open place at
the commercial bank's office not later than
the twenty-first day of the following mortth
and, in addition, shall also be published in
at least one daily newspaper unless other-
wise prescribed by the BOT.

Within 4 months from the end of its finan-
cial year, a commercial bank shall publish
in the form prescribed by the BOT its
balance sheet and a profit and toss
account which have been approved by the
general meeting. The publications shall be
posted up in an open place at the com-
mercial bank’'s office and shall be pub-
lished in at least one daily newspaper and
shall be presented to the Minister and the
BOT within 21 days from the date on which
they are approved by the general meeting
unless otherwise prescribed by the BOT.
The balance sheet shall be certified by an
auditor who shall be a person approved by
the BOT for every financial year and shall
not be a director, officer or employee of the
commefcial bank concerned. A branch of
a foreign bank shall publish its balance
sheet and a profit and loss account of the
foreign bank of which such commercial
bank is a branch within 4 months from the
end of the financial year of the foreign
bank, unless a reasonable cause of delay .
can be proved. The publications shall be
posted up in an open place at the branch
of the foreign bank's office.
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Within 25 banking days following the date
of the annual election of the board of direc-
tors as provided in the bank’s by-laws a list
of the members of the board of directors
and officers is required to be submitted by
each bank. The list shall be submitted
whether or not the annual election results
in a change in the composition of the
board of directors.
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R. Insolvency

n.a.

- Na

(See section on Central Bank Intervention )
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R. Insolvency

Whenever a bank is in a state of continuing
inability or unwillingness to maintain a con-
dition of liquidity deemed adequate to pro-
tect the interest of depositors and cre-
ditors, the Monetary Board may appoint a
conservator to take charge of the assets,
liabilities and the management of that
banking institution.

Whenaver, upon examination by the head
of the appropriate supervising or examin-
ing department or his examiners or agents
into the condition of any bank or non-bank
financial intermediary performing quasi-
banking functions, it shall be disclosed that
the condition of the same is cne of insal-
vency, or that its continuance in business
would involve probable loss to its
depositors or creditors, it shall be the duty
of the department head concerned forth-
with, in wiiting, to inform the Monetary
Board of the facts. The Board may, upon
finding the statements of the department
head to be true, forbid the institution to do
business in the Philippines and designate
an official of the Central Bank or a person
of recognised competence in banking or
finance, as receiver to immediately take
charge of its assets and liabilities, as
expeditiously as possible collect and
gather all the assets and administer the
same for the benefit of its creditors.

The Monetary Board shall thereupon deter-
mine within 80 days whether the institution
may be reorganised or otherwise placed in
such a condition so that it may be permit-
ted to resume business with safety to its
depositors and creditors and the general
public and shall prescribe the conditions
under which such resumption of business
shall take place as well as the time for
fulfilment of such conditicns.

If the Monetary Board shall determine and
confirm within the said period that the bank
or non-bank financial intermediary per-
forming quasi-banking functions is insol-
vent or cannot resume business with safety
to its depositors, creditors and the general
public, it shall, if the public interest
requires, order its liquidation.

When a bank considers it is insolvent;
unable to mest obligations or suspend
payments, it shalt inform the MAS.

When MAS determines that a bank is insol-
vent, unable to meet obligations, suspend
payments, carries on business detrimental
to depositors and creditors, contravenes
laws and regulations and fail to comply
with conditions of licence, MAS may
require the bank to take specific steps
MAS considers necessary, appoint a per-
son fo advise the bank, MAS assume con-
{rol over assets and liabilities and take over
management. MAS may present a petition
to High Court to wind up the bank. Any
bank that refuses to submit to control of
MAS shall be liable on conviction to a fine
not exceeding $$20,000 and for a con-
tinuing offence, a further fine of $$2,000
every day after conviction.

MAS may make an order prohibiting a
bank from carrying on banking business.

Where a bank is unable to meet obliga-
tions or suspends payments or is insolvent,
the assets shall be available to meet all
deposit liabilities of the bank in Singapore.

HRERRR AN

When the Director of Bank Supervision is
satisfied that a bank is insolvent or that the
interests of the depositors or creditors are
in jeopardy, he shall report accordingly to
the Governor for submission to the Mone-
tary Board which may make order to sus-
pend the business of the bank and direct
the Director of Bank Supervision to take
charge of its assets and liabilities and take
such action as is necessary to prevent the
continuation of business of the bank and
this order shall be valid for 6 months.

Before the expiry of such a period of 6
months the Board shall make order either
to permit the bank to resume business or
to cause the Director of Bank Supervision
to take action for the winding up of such a
bank or a branch of a bank incorporated
outside Sri Lanka.

-When the business of a bank has been

suspended, the Director of Bank Supervi-
sion may lake the necessary steps for the
continuation of the business of such bank;
appoeint an advisor to the bank; assume
contral of and carry on the business of
such bank; reorganise the bank, or amal-
gamate such bank with any ather bank that
consents to such amalgamation.

TR

Any bank which suspends payment shall
immediately report to the Minister and shall
not transact any business unless autho-
rised in writing by the Minister. A detailed
report of the cause of suspension shall be
submitted within 7 days of suspension.

When a bank suspends payment, the
Minister of Finance may appoint a person
to investigate and on the basis of the
report, he may order the bank to be placed
under control. The Minister shall notify the
bank in writing and it shall be published in
the Gazette and at least one Jaily news-
paper. The Minister shall appoint a control
committee {chairman and not less than 2
other members) to carry on the manage-
ment. The directors and officers of the
bank cannot carry on affairs unless
authorised by the control committee. When
the control committee is of the opinion that
the bank can continue operations, it shall
inform the Minister who may order the
bank to be decontrolled. Such notice is
published in the Gazette and at least ane
newspaper. If the control committee feels
that the bank cannot continue, the Minister
shall be notified and he may order the dis-
solution of the bank in the Gazette and
published in one newspaper. When the
withdrawal of licence and dissolution is
ordered, the bank shall be placed in liqui-
dation and the Minister shall appoint a
liquidator.
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Insolvency shall be understood to mean
that the realisable assets of a bank or a
non-bank financial intermediary performing
quasi-banking functions as determined by
the Central Bank are insufficient to meet its
liabilities.
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S. Central Bank
Intervention

Financial assistance.

Provides measures to

problems.

Provides management
assistance.

PRI T

solve  debt

and

technical

If it deemed necessary, Bl may intervene
and take any of the following steps:

a) Provide financial support;

b) Provide alternative measures to solve
problems;

c) Require banks to provide management
experts;

d) Take part in equity participation; and,

¢} Provide technical assistance.

A LNk

Where;
a) a licensed bank informs BNM —

i) thatitis likely to become unable to
meet its obligations, or

i) thatitis about to suspend payment;

b)a licensed bank becomes unable to
meet its obligations or suspends pay-
ment; or

c¢) after an investigation is made, BNM is of
the opinion that a licensed bank —

i} is following unsound or improper
practices,

ii) is likely to become unable to meet
its obligations or is about to sus-
pend payment,

i) has contravened or failed to comply
with any provision of the Banking
Act, 1973,

v} has contravened or failed to comply
with any conditions imposed on its
licence, or

v) is likely to be carrying on its busi-
ness in a manner detrimentat to the
interests of its depositors.

1.  BNM, with the concurrence of the Minister,
is empowered to intervene as follows:

a) issue orders to the bank to rectify the
matter;

b) prohibits the bank from extending any
further credit facilities;

c) removes or appoints directors;

d) appoints a person to advise the bank;

e) assumes control of and carries on bus-
iness of the bank or appoints a person
to do s0; and,

f) presents petition to the high court for
winding up the bank.

2. a) BNM, with the concurrence of the Minis-
ter of Finance, may grant loans to a
bank incorporated in Malaysia against
the security of shares or purchase any
shares of such bank for the purpose of
controfling the business of the bank, in
the event that BNM considers such
bank as unlikely to be abie to meet its
obligations or about to suspend pay-
ment.

b} BNM may dispose of any shares pur-
chased by it at such time when the
reasons for which BNM purchased the
shares have ceased to exist.

¢) In any loan or purchase, the Minister or
BNM may obtain the advice of the
Advisory Panel established under Sec-
tion 31A(2) of the Central Bank of
Malaysia Ordinance 1958.

RN

It shall be the duty of the Bank to exercise
general supervision over commercial
banks and financial institutions, and for this
purpose, the bank may inspect commer-
cial banks and financiat institutions from
time to time.

The bank may seek explanations from or
inspect the concerned bank or institution at
any time in order to ascertain whether or
not the records, statistics, particulars or
reports, submitted by the commercial
banks and financial institutions are accu-
rate.

It shall be the duty of all concerned to allow
the officer deputed by the bank for inspec-
tion to peruse and scrutinise all particulars,
accounts, books and other documents
requisitioned by him.

The bank may issue directives to commer-
cial banks or financial institutions in
respect of matters considered necessary
consequent to inspection. It shall be the
duty of the commercial bank or financial
institution to comply with such directives.
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. Central Bank 1. A bank suffering from serious liquidity If on examination of the particulars ‘
S e supplied by a bank under subsection 23(1) (See section on Insolvency ) na

Intervention

problems may be required by the Mone-
tary Board to restrict its lending operations
to a certain level, limit or stop granting of
unsecured loans to its directors, officers,
stockholders or related interest, prohibit
declaring cash dividends and such other
interventions to bank's affairs as may be
warranted,

A controllers team of Central Bank exami-
ners is usually assigned to a banking
institution with serious financial problems
and has been granted by the Central Bank
with emergency loans and advances. The
controllers team reviews all the transac-
tions of such banking institution, attends
board meetings and renders periodic
reports to the Central Bank on the financial
condition and resuits of operations as well
as significant findings noted in their review
and examination of bank's affairs.

FRRKRNAhh R

of the Banking Act, 1970, it appears to
MAS that any such advances, loans or cre-
dit facilities are being granted to the detri-
ment of the interests of the depositors of
that bank, the MAS may by order in writing
prohibit that bank from granting any further
advances, loans or credit facilities or
impose such restrictions on the grant
thereof as the MAS thinks fit, and may
further direct that bank to secure repay-
ment  of any such first-mentioned
advances, loans or credit facilities within
such time and to such extent as may be
specified in the order.
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T. Penalties on
Contravention

1.

According to civil law.

LT ey

Any person conducting banking business
without a permit will be liable to a term not
exceeding 5 years imprisonment or a fine
not more than Rp 5 million or both.

Any person who reveals information will be
liable to imprisonment not exceeding 1
year or a fine not exceeding Rp10,000 or
both..

Board of directors and bank employees
who release information wilfully will be
liable to 1 year impriscnment of a fine not
exceeding Rp10,000. ’

Directors and bank employees who with-
hold information required by Bl will be
liable to 6 months imprisonment or a fine
not exceeding Rp10,000.

Bl may determine sanctions or recom-
mend to Minister to revoke operating per-
mit of any bank.

PYPIT T vee.

Any director or manager who fails to take
reasonable steps to comply with Banking
Act or Central Banking Ordinance or to
ensure correctness of any statement sub-
mitted shall on conviction be liable to a fine
not exceeding M$20,000 or to 3 years
imprisonment or both.

Any director, manager, trustee, auditor,
employee or agent of a bank who wittully or
causes to make false entry, wilfully omits te
make an entry or wilfully alters, abstracts,
conceals or destroys an entry shall on con-
viction be liable to a fine nat exceeding
M$S50,000 or to 5 years imprisonment or
both.

Any director, officer or employee of a bank
who asks for and receives, consents or
agrees to receive any gift, commission,
emalument, service, gratuity money, or
property for his own personal benefit for
securing some credits shall on conviction
be liable to a fine not exceeding M$20,000
or to 3 years jail or both.

A bank that contravenes or fails to comply
with a provisicn in the Banking Act shall on
conviction be liable to a fine not exceeding
M$50,000 where no penalty has been
specified.

The Govemor of BNM may with the con-
sent of the Minister compound any offence
by accepting such money as he thinks fit
not exceeding the maximum fine pre-
scribed. -

Except with the consent of BNM, no bank
employee shall divulge or release any
information regarding the moneys or other
relevant particufars of the account of a
customer unless:

a) the customer or personal representative
gives consent;

b) the customer is declared bankrupt; and,

c) the information is required to assess the
credit-worthiness of the customer relat-
ing to a bona fide commercial transac-
tion.

Anyone contravening this provision shall
on conviction be liable to a fine not

exceeding M$40,000 or jail not-exceeding -

3 years or both,

HEER AR TN

In the case that any bank or financial insti-
tution contravenes the provisions of this
Act, or the rules or orders or directives
issued thereunder, the Bank may take
action as follows:

a) To obtain explanations from the con-
cemed office bearer of such bank or
financial institution;

b) To reprimand such an office bearer in
case explanations given under clause
{a) are naot satisfactory; and,

¢) To direct the board of directers of the
concerned bank or financial institution
to inflict additional punishment on such
an office bearer in case the contraven-
tion continues despite the reprimand
under clause (b).

Impose restrictions upon the lending or
investment business or upon the payment
in part or in ful of dividend to its sharehol-
ders or on the banking business of such a
bank or financial institution or cancel or
suspend the licence issued to such a
bank. Unless there is an appeal to His
Majesty’s Government against the actions
taken by the bank under this sub-section, if
not, the decision of His Majesty’'s Gavern-
ment in this regard shall be final.
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T. Penalties on
Contravention

Any violation of the General Banking Act
shall be punished by a fine of not more
than P2,000 or imprisonment of not more
than 2 years or both.

A fine of P2,000 or 1 year imprisonment or
both may be imposed when an officer,
employee or agent:

a) makes a false entry;

b) discloses information without authorisa-
tion;

¢) accepts fees, gifts, commissions for
approval of loan; and,

d) overvalues or aids in overvalueing
security,

A similar penalty may aiso be imposed for:
a) any borrower or bank who —
i}y fraudulently overvalues property
used as security,
i} furnishes false information,
iit) attempts to defraud bank,
iv) offers gift, fee, commission, efc. to
obtain a loan; and,

b) any examiner or staff of Central Bank
who commits any act stated above.

Refusal to file the required reports or per-
mit any lawful examination into the affairs of
such banking institution is punishable by a
fine of not more than P10,000 or by impri-
sonment for not more than 1 year, or both,
in the discretion of the court.

The wilful making of a false statement to
the Menetary Board or to the heads of the
appropriate supervising and examining
department of the Central Bank or to his
examiner is punishable by a fine not to
exceed P15,000 or by imprisonment for a
termn not to exceed 2 years or both.

Any person or entity wilfully violating the
Central Bank Act or any rule or regulation
issued by the Monetary Board shall be
punished by a fine of not more than
P20,000 and by impriscnment of not more
than 5 years.

No bank employee shall divulge or release
any information of an individual customer
unless the customer gives permission, or
he is declared bankrupt, civil proceedings
arise between the bank and the customer
or his guarantor or between the bank and 2
or more parties making adverse claims to
the customer's account, the officials of the
bank are required to give information by
compulsion of any written law, the bank
has been served with a garnishee order, or
the informaticn is needed to verify the
credit-worthiness of the customer in a
bona fide transaction {so long as the infor-
mation required is of a general nature).
Anyone contravening this shall on convic-
tion be liable to a fine not exceeding
$$50,000 or imprisonment not exceeding 3
years or to both.

A direcior, managing director or manager
of a bank who fails to comply with provi-
sions or fails to ensure accuracy and cor-
rectness of returns submitted to MAS shall
onh conviction be liable to a fine not
exceeding 5$50,000 or imprisonment of
up to 3 years or to both.

Any director, manager, trustee, auditor,
employee or agent who wilfully makes a
false entry, omits to make an entry or
alters, abstracts or conceals and destroys
such entry shall be liable on conviction, to
imprisonment not exceeding 3 years or to
a fine not exceeding S$50,000 or to both.

Any bank contravening laws and regula-
tions where no penalty has been specified
shall be liable to a fine not exceeding
5$50,000. ‘
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Penalties on conviction by a court for con-
travention of regulations under the Monet-
ary Law Act range from:

a) a fine not exceeding RsB00/- or to
imprisonment not exceeding 1 month or
both; to

b) a fine not exceeding Rs10,000/- or to
imprisonment not exceeding 3 years or
both.

ArEAATHA R

Whoever violates or fails to comply with the
provisions of the Commercial Banking Act
B.E. 2505 as amended by the Commercial
Banking Act (No. 2) B.E. 2522 and the
Emergency Decree Amending the Com-
mercial Bank Act B.E. 2505, B.E. 2528
shall be fable to a fine or imprisonment or
both which varies from Section 39 to Sec-
tion 46 decem as specified in the Act.
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The Monetary Board may also impose
administrative sanctions on banks and
their directors or officers for committing the
following offences:

a) Willul delay in the submission of reports
or publications;

b) Refusal to permit examination into the
affairs of the institution;

c) Wilful making of a false statement to the
Board or to the appropriate supervising
or examining department or its exami-
ners;

d) Refusal to comply with, or violation of
any banking law or any order, instruc-
tion or ruling; and,

€) Any commission of iregularities and or
conducting business in an unsafe or
unsound manner.

The administrative sanctions may consist
of the following:

a) Fines not in excess of P500 per day for
each type of violation;

b} Suspension of directors and/or officers;

c) Suspension of rediscounting privilege;

d) Suspension of lending or foreign
exchange operation or authority to
accept new deposits or make new
investment; '

e) Suspension  of interbank  clearing
privilege; and,

f) Suspension of authority to operate.

Whenever a bank or non-bank financial
intermediary performing quasi-banking
function persists in violating its Charter or
By-laws, or any law or orders or instruc-
tions, rules and regulations issued by the
Monetary Board or in carrying on its busi-
ness in an unlawful or unsafe manner, the
Monetary Board may institute insclvency
proceedings against the said institution.
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