2. (1)

" loans for profit whether as principal or agent;

REPUBLIC OF . VANUATU

THE CENTRAL BANK OF VANUATU
“ACT NO D OF 1980

To provide for the establishment of the Central Bank of
Vanuatu and its operations, for the currency of Vanuatu,
the externel.reserve of Vanuatu, foreign exchange dealings
and other matters connected therewith,

Be it enacted by the President and Parliament as follows :-

PART 1 - INTERPRETATION

Interpretation

In this Act, unless the context otherwise requires -

"Central Bank" means the Central Bank of Vanuatu established
under section 2 (1);
"bank" means a financial institution the business of which
includes the acceptance of deposits of money withdrawable by cheq
"banking business" means the business of accepting deposits of
money which may be withdrawn or repaid on demand or after a fixed
period or after notice and the employment of those deposits in
whole or in part by lending or any other means for the account an
at the risk of the person accepting such deposits and shall inclu
merchant banking business;
"Board" means the Board of Directors of the Central Bank;
"General Manager" means the General Manager of the Central Bank;
"President” means the President of the Board;
cesesresserassensesssssm€8NSs currency issued under the provis-
ions of this Act;
"financial institution" means a company which carries on banking
business;
"Minister" means the Minister for the time being responsible for
finance or any Minister acting on his behalf;
"Merchant banking business" means any business which includes the
arranging, negotiation, flotation, discounting or underwriting of

"New Hebrides francs'" means currency issued in Vanuatu by the
Institut d'Emission d4'Outre-mer;

"notes! and "coin" mean, respectively, currency notes and coin
issued under the provisions of this Act;

"Vanuatu Development Bank" means the Bank of Development of
Vanuatu established by Joint Regulation No 12 of 1979,

PART 2 -~ ESTABLISHMENT OF CENTRAL BANK

Establishment and incorporation of Central Bank

There is hereby established a ba to be known as the Central
Bank of Vanuatu which shall be /body corporate under that name
with perpetual succession and a common seal and which may, in
such name, sue oi~be sued and may, subject to the provisions of
this Act, enter into contracts, and acquire, hold, deal with and
dispose of real and personal property of every description,
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All deeds, documents and other instruments required to be sesled with
the common seal aof the Central Bank shall be spselad therswith in the

presence of the President and of the General Manager or other persons
authorised by the Central Bank to act on their behealf, who shall sign
every such deed, document or other instrument to which such seal-.is

affixed, and such signing shall be sufficient evidence that such sseal
was duly and properly affixed and that the same is tho lawful seal of

the Central Bank.

Service of any document upon the Central Bonk shall be effected by
delivering the same or by sending it by reglstered post to the Gensral
Manager.,

Principal OQbjects of the Central Bank

The principal obYocts of the Central Bank shall be ~

(a) to regulats the issus, supply, aveilability and internationeal
sxchange of monoys

(b) to advise tho Government on banking and monetary motters;
(c¢) to promoto monetary stability;
(d) to promoto a sound financisl structuro; and

(e) to foster financial conditions conducive to the ordorly and
balanced cconomic dovclopment of Vanuatu,.

Places of businoss, agents, ctc,

The Central Bank shall have its principel placo of businoss in Port
Vila and moay ostoblish such branch offices olsswhoro as it seas fit,

The Central Bank may cppoint such agents and correspondents as it
may raquire from time to tims,

PART 3 - CAPITAL, PROFIT AND RESERVES

Capital

The authorised capital of the Central Bank shall bu New Hobrides
francs two hundroud million and meay beo increased from time to time by
such amounts as may be proposed by the Board and approved by the
Minister., Thse Centrol Bank shall on its sstablishment issue to the
Governmant capital stock equivalent to Now Hebrides francs fifty
million which shall be 2 charge on ond paid from the Rsvenue Fund,
The Central Bank may issus from time to time to the Government such
further amounts of capital stock which shall be fully paid as may bs
proposed by the Bgard and approved by the Minister.

All caopital stock -of ths Central Bank as and whon issued shaoll boc for
the sole account of the Government and shall not be transferable or
subject to any encumbrence., No reduction of capital shall be effected
except by an amendment to this Act.

In calculating the amount to be paid by the Government by way of
subscription to the capitel of the Centrel Bank, account shall be
taken of any amounts alreedy paid to the Central Bank by the
Government by way of preliminary expensss and tho value of any
essets vested in the Central Bank by the Governmont.

The Minister, notwithstanding any other provision of this Act, shall
causs to be tronsferred to the ownsrship of the Central Benk non-
negotiable non~intercst bearing securitiss issued by the Govornmant
from time to time for such an amount ass 1s necossary for the purposs
of preserving the paid~up capitel from any impoirmont whenever, in
the opinion of the Board, the assets of the Contral Bank sro less
than the sum of its liasbilities and paid-up capitol. v /3.
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Net Profit

The net profit of the Central Bank for any financial year shall be
determined by the Central Bank after meeting all current expendit-
ure for that year andlafter making provision for -

(a) bad and doubtful debts, depreciation in investments and

other assets, and contributions to staff and pension funds: and
(b) such other purposes as the Board may consider necessary,

General Reserve

1) The Central Bank shall establish a General Reserve to which it

! shall allocate at the end of each financial year of the Central
Bank its net profit until such time as the balance of the General
Reserve is equal to half the authcrised capital of the Central
Bank after which it shall allocate half the net profit until the
General Reserve is equal tc tWicd the authorised capital of the

Central Bank%k ¥

\

(2) After allocations have been made to the General Reserve under
sub-section (1) the remainder of the net profit fur each financial
year shall be applied to the redemption on behalf of the Government
of any securities held by the Central Bank which have been issued
in accordance with Section 5 (&4).

(3) The balance of the net profit for the financial year remaining
after all deductions under sub-sections (1) and (2) have been made
shall be paid to the Vanuatu Development Bank as soon as practicable
after the end of each financial year,

(4} No deduction under sub-sections (1) or (2) shall be required to be’
nade nor shall any payment under sub-section (3) be made if, in thc
Judgment of the Board, the assets of the Central Bank are, or after
the deduction or payment, would be, less than the sum of its
liabilities and paid-up capital,

(5) With the approval of the Minister, the Board may direct that a
part,not exceeding half, of the General Reserve may at any time
after the General Reserve has reached an amount equal to half the
authorised capital of the Central Bank be converted into issued
fully~paid capital;

Provided that the ‘emounts so converted shall not at any time
exceed the difference between the issued and paid-up capital and
the authorised capital of the Central Bank,

PART 4 - BOARD, MANAGEMENT AND EMPLOYEES

Board of Directors

(1) There shall be a Board of Directors of the Central Bank who shall
be responsible for the policy and affairs of the Central Bank.

(2) The Board shall have powzr -

(a) to make rules for the conduct of the business of the Central
Bank;

(b) +to make orders with the prior approval of the Minister gen-
erally for giving effect to the purposes of this Act;

(c) to issue directives for the purpose of giving effect to the
provisions of this Act.

e
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'he Board shall comprise six directors, némely -

;a a President;
>b a General Manager;
¢) ‘a representative of the Minister;

Ed Three other members,

The members of the Board shall be appointed by the Minister. The
General Manager shall be a person of recognised experience in
financial matters. The President and other directars shall te
appointed from among persons of recognised standing and experience
in business, professional or academic matters,

The President shall preside at meetings of the Board, He shall
ensure that the Board's decisions are implemented and that the
laws relating to the Central Bank are observed.

The General Manager, who shall preside at meetings of the Board in
the absence of the President, shall serve as Chief Executive Officer
of the Central Bank responsible to the Board for the execution of its

policy and the managemenit of the Central Bank.

Except as may otherwise be provided in this Act, the rules of the
Central Bank or resolutions of the Board, the General Manager,
shall have the power to act, contract and sign instruments and
documents on behalf of the Central Bank and, pursuant to the resol-
utions of the Board, delegate such power to other officers of the

Central Bank,

The term of office of each director, including the President and the
General Manager, shall be specified in his letter of appointment and
shall be for not less than two years nor more than five years.

They shall be appointed on such other terms and conditions, which
may not be altered to their disadvantage during their tenure of
office, as may be set out in their letters of appointment, and shall

be eligible for re-appointment.

Any director, other than the representative of the Minister, may
resign his office on giving notice in writing to the Minister.

A member of the Doard other than the representative of the Minister
shall cease to hold office i1f the Minister on the recommendation of
the Board finds§that he is incapable of carrying out, or is guilty
of serious misconduct in the performance of the duties of his officec
and publishes a notice in the Vanuatu Gazette declaring the office

of that member vacant,

The General Manager shall not while holding office hold any other
office, whether remunerated or not, without the written permission

of the Minister, except that he may -

(a) act as a nominee of the Central Bank;

(b) be a member of any board, committee or commission established
by the Government or by or under an Act of DParliament;

(¢) be a governor, director or member of the board of any regional
or international institution of which Vanuatu or the Central

Bank is a member,

) Subject to subsection (11) a person may not be appointed a director
and an appointed director shall cease to hold office when he :-

gag is a member of Parliament;
b is a director, officer or employee of a company, other than

the Central Bank, engaged wholly or mainly in banking business -
A 00/5
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names of 2all members of the Board as first constituted and
ry change in the membership thereof shall be published in the

uatu Gazette,

cedure of the Board

iject to the provisions of this Act, the Board may regulate its
. procedure and, in particular, may regulate the holding of
»tings, the notice tco be given of meetings, the proceedings
:reat, the keeping of minutes, the custody, production and
spection of minutes, and the opening, keeping, closing and audit

accounts,

cree members of the Board, of whom one shall be the Iresident or
aeral Manager shall form a quorum at any meeting and decisions
111 be adopted by a simple majority of the votes of the members
esent except that in the event of an equality of votes the

rson presiding shall have and exercise a second or casting vote,

L3

1 acts done by a person acting in good faith as a member of the
ard shall be asvalid as if he were a member of the Doard,
twithstanding that some defect in his appointment or qualific-~

:ion be afterwards discovered,

ywer to appoint officers and embloyees

1¢ Board may appoint and employ, at such remuneration and on such
:rms and conditions as it may prescribe, such officers and employee:
5 the DBoard may consider necessary for the due performance of

a2e objects of the Central Bank,
eetings of the Doard

he Board shall mcet as often as the President may consider the
usiness of the Central Bank may require but not less than six

imes a year, )

onflicts of interest

lo member of the Doard shall act as a delegate of any commercial,
’inancial, agricultural, industrial or other interest or receive
>r accept directions therefrom in respect of duties to be performed

inder this Act,
£'%

111 members of the DBoard shall fully disclose to the Board any
commercial, financial, agricultural, industrial or other interest
that they may have in any matter which becomes the subject of

BDoard action.

No member of the Doard, nor any officer or employee of the Bank
shall accept any gift or advantage for himself, or on his behalf
for persons with whom he may have family, business or financial
connections which would result, or give the appearance of resulting,
in a diminution of his impartiality in any matter relating to his

duties under this fct,

Any person who contravenes the provisions of this Section shall be
guilty of an offence and liable to a fine of FNH 140,000 or to
imprisonment for seven years, cr to both such fine and imprisomment.

.. /6
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member of the Board, nor any officer or employee of the Central
ik shall disclose to any person any information relating to the
‘airs of the Central Bank or of any bank or financial institution
other person which he has acquired in the performance of his
:ies under this Act except for the purpose of the performance of
5 duties or when lawfully required to do so by a court.

; person who contravenes the provisions of this section shall e
ilty of an offence and liable to a fine of FNH 140,000

to imprisonment for seven years, or to both such fine and

prisonment.
CART 5 ~ CURRENCY

it of currency

e currency unilt of Vanuatu shall be the

lue of currency ”

e value of the . in terms of other currencies shall be
rtermined by the Central Bank acting in accordance with, written
1structions given from time to time by the Minister after consul-
1tion with the Central Bank, Such instructions shall ensure tat
12 regard be had to the obligations that Vanuatu has assumed under
1y international monetary agreement to which it is a party or to

1ich it has adhered.

sligations of Dank in respect of convertibility of currency

ae- Central Dank shall at its principal office -

a) buy and sell on demand convertible foreign currency for

immediate delivery outside Vanuatu against
The foreign currency, or currencies, in which the Central Bank

is obliged to deal under this section shall be specified by the
Minister by order after consultation with the Central Bank;and

b) at its discretion, buy and sell against other
currencies eligible for inclusion in the reserve of external

assets specified in section 23,

rrovided that -
-8

(i) the rate of exchange quoted by the Central Bank for
spot transactions shall not differ from any value
determined by the Central Bank in accordance with the
provisions of section 15 by more than such margins
as are permitted by any international monetary agree-
ments binding on Vanuatu as may from time tc time be
prescribed;

(i1) the Central Bank shall not be required to buy or sell
foreign currencies in amounts less than such minimum
sum as may from time to time be prescribed by the

Board,
00/7
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Sole right of issue

The Central Bank shall have the sole right of issuing currency
notes and coin for, on behalf of, and throughout Vanuatu and no
other person shall issue currency notes, bank notes or coin or any
documents or tokens payable to bearer on demand being documents

or tokens having the appearance of currency notes or coin,

Any person who contravenes this section shall be guilty of an
offence and liable to a fine of FNH 140,00C or to imprisonment
f.r‘ggyen years or to both such fine and imprisonment,

Printing and Minting

The Central Bank shall -

(a) arrange for 211 matters related to the printing of notes and
the minting of coin;g

Eb; issue, re-issue and redeem such notes and coin; and

c arrange for the safe custody of unissued stocks of notes and
coin and for the preparation, safe custody and destruction

of plates for the printing of notes and of dies for the mint-
ing of coin and for the safe custody and disposal of withdrawn
notes and coin which are not required for re-issue.

Denominations and form of currency

Currency issued by the Centrel Bank shall be in such denominations,
and of such composition, weight, form-and design as shall be
approved by the Minister after consultation with the Central DBank.

The characteristics of currency to be issued by the Central Bank,
shall, together with, in the case of coin, the amount of tolerance
and variation which shall be allowed from the standard weight and
composition, be published by the Central Bank in the Vanuatu

Gazette,

Contracts etc, to be in

Every sale, bill of exchange, promissory note, security for money
and every transactions, dealing, matter and thing whatsoever
relating to money, or involving the payment of, or liability to pay.
any money which, but for this section, before the day Sectim 48

(1) (a) comes into force would have been deemed to be made, executed
entered into or done in or in relation either to the New Hebrides
franc or to Australian currency shall in Vanuatu be deemed instead
to be made, executed, entered into, done and had, in and in relation
to an equivalent amount Oof ... ittt n ittt terenennns e iae e

rrovided that this subsection shall not affect any obligation to pay
any money in any country where Australian currency is legal tender
or to a transaction in Australian currency involving a financial
institution, or otherwise where the intention to settle in
Australian currency is established beyond doubt,

Subject to the proviso in sub-section (1), at the time of coming
into force of this section a reference

(a) 1in any law and in any subsidiary legislation made under any
such law;

(b) 1in any bill of exchange, promissory note, security for money,
contract or agreement (whether such contract or agreement is
in writing or not), deed or other instrument; or

(¢) in any other matter whatsoever, to an amount of money in

elther New Hebrides francs or fustralian currency shall,
unless the context otherwise requires be construed as a refer-
ence to a corresponding amount of

oo/8
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For the purposes of this section, sums expressed in either New
Hebrides francs or Australian currency shall be converted into
on the basis of the imtial value declared under fe

provisions of sections 49 and 50 (1),

Legal tender

Subject to the provisions of this section currency issued by the
Central Bank shall be legal tender in Vanuatu -

ag in the case of notes for the payment of any amount;
in the case of each denomination of coin for the payment of an
amount not exceeding 20 times that denomination,

A note or coin that has been illegally dealt with shall not be
legal tender,

For the purposes of this Act, a note or coin shall have been
illegally dealt with if it has been impaired, diminished or
lightened otherwise than by fair wear and tear, or has been

defaced by having a name, word, device or number printed, stamped
or engraved thereon whether it has or has not been thereby diminished

(a) The Central Dank shall have power, on givingmt less than three
months' notice in the Vanuatu Gazette to that effect, to call
in any currency notes and coins on payment of the face value
thereof and any such currency notes amd coins with respect to
which such notice has been given shall, upon the expiration of
such notice, be demonetised and cease to be legal tender,

I’rovided that the holders of any such notes or coin shall be
entitled subject to paragraph (c) at any time to claim pay-
ment of the face value thereof from the Central Bank or
where a transfer in respect thereof has been made under para-
graph (b) to the Revenue Fund, from the Revenue Fund.

(b) When any notes or coin cease to be legal tender under
paragraph (a) an amount equivalent to the face value of any
such notes or coin remaining in circulation five years after
they have so ceased to be legal tender shall be transferred to
ghikRevenue Fund and written off the liabilities of the Central

anx,

(c) Where coins are presented for payment under the proviso to
paragraph (a) more than five years after they have ceased to be
legal tender the Central Bank may levy a handling charge of such
amount as the Board may from time to time determine.

Certain notes and coin not redeemable

No person shall be :entitled to recover from the Central Bank the
value of any lost, stolen, mutilated or imperfect note or coin
or of any note or coin which has been illegally dealt. with, and
the circumstances and conditions under which such value may be
refunded-as an act of grace shall be within the absolute
discretion of the Central Bank. '

../9
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PART 6 - EXTERNAL RESERVE§ FOREIGN EXCHANGE
ACCOUNT

gserve of external assets

he Central Bank shall at all times maintain a reserve of external
.ssets consisting of all or any of the following :-

)a) gold; .

\bg foreign exchange in the form of currency or bank balances
held abroad;

’c; any internationally-recognised reserve asset;

Ed bills of exchange and promissory notes denominated in foreign

currency and payable at any place outside Vanuatu;

(e) treasury bills issued by foreign governments specified from
time to time by the Board; T :

(f) securities issued or guaranteed by foreign governments or
international financial institutions specified from time to
time by the Board,

Value of reserve of external assets

The value of the reserve of external assets provided for in sectiocn
23 shall be not less than an amount equivalent to fifty per cent

of the total demand liabilities of the Bank, including currency in
circulation :

rrovided that -~

(a) for the purpose of the calculation of the value of the assets
of the reserve the value of any gold or silver content of

coin issued under the provisions of this Act may be recorded
as an asset of the reserve and shall be calculated by refer-
ence to the latest known London market price for gold and
silver bullion respectively; and

(b) the value so calculated shall not exceed the face value of
such coin,

If in the opinion of the Board the value of the reserve of extenal
assets appears to be in danger of falling below the level required
under sub-section (1), the Board shall submit to the Minister a
report containing such recommendations as it considers appropriate t
remedy the situation, The Board shall make further reports at
intervals that shall not exceed one month until auoh time as, in
the Board's opinion, the situation has been rectified.

If the value of the reserve of external assets falls below the level
specified in sub-section (1) for longer than ninety consecutive days
the Board .shall take such measures as it considers appropriate to
remedy the situation and shall inform the Minister forthwith of the
measures taken.

Operations in gold and foreign exchange

The Central Bank may -
(a) buy, sell, or deal in. gold coin or bulliom;

(b) buy, sell, or deal in foreign exchange using for such
transactions any of the instruments commonly used in those
transactions;

(¢) buy, sell or deal in treasury bills and other securities
issued or guaranteed by foreign governments or international
financial institutions;

(d) maintain accounts with other central banks and e i

financial institutions abroad;
./10
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(e) open and maintain accounts and act as agent or correspond-
ent for foreign contral banks, monetary authorities, banks,
foreign governments and agencies, and international financiel

institutions.

_Revaluation Reserve Account

5,(1) The gains arising from anX change in the valuation of the
Central Bank's assets or liabilities in, or denominated in, gold

or foreign currencies as a result of alterations in the value

of the currency of Vanuatu as determined by the Central Bank in
accordance with the provisions of section 15 or of any change in
the values, parities or exchange rates of such assets or liabil-
ities with respect to the currency of Vanuatu shall be credited
to a Revaluation Reserve Account and neither they nor the losses
arising from any such change shall be included in the computation
of the annual profits or losses of the Central Bank,

(2) The losses arising from the change referred to in subsectinm (1)
shall be set off against any credit balance in the Revaluation
Reserve Account and, notwithstanding any other provision of this
Act, if such balance is insufficient to cover such losses, the
Government shall cause to be transferred to the ownership of the
Central Bank non-negotiable non-interest bearing securities
issued by the Government to the extent of the deficiency.

(3) Any credit balance in the Revaluation Reserve Account at the end
of each financial year of the Central Bank shall be applied
first against the losses in respect of which in accordance with
the provisions of subsection (2) a transfer of securities has
been made to the Central Bank by the Government to whom the
securities shall be returned, Cne~fifth of the remazining balance
shall be paid to the Government to be used for such purposes as
the Government, after consultation with the Central Bank, may
decide -

Provided that if the remaining balance does not exceed FNH five
million it shall be paid in full to the Government,

(4) No credits or debits shall be made to the Revaluation Reserve
Account except in accordance with the provisions of this section.

PART 7 - RELATIONS WITH BANKS AND OTHER
FINANCIAL INSTITUTIONS

Cpening accounts for financial institutions

The Cental Bank may open accounts for, and accept deposits from
financial institutions doing business in Vanuatu under such terms
and conditions as the Board may from time to time determine,

Operations with account holders

The Central Bank may -

(a) 4issue drafts and effect other kinds of remittances payable
at its own offices or at the offices of agents and correspond-
ents;

(b) purchase from, sell to, discount and rediscount for account
holders of the Central DBank, bills of exchange and promissory
notes drawn *or made for bona fide commercial, industrial, or
agricultural purposes, bearing two or more good signatures of
which one shall be that of a bank and maturing within 6 months
from the date of their acquisition by the Central DBank; 11
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(¢) purchase from, sell to, discount and rediscount for,
account holders of the Central Bank any treasury bills
of the Government forming part of a public issue and
maturing within 6 months of the date of their acquis-
ition by the Central Bank;.-. .

(d) grant, to account holders of the Central Bank advances
for periods not exceeding 6 months secured by -

(1) instruments specified in paragraphs (b) and (c) of
this section;

(11) warehouse warrants and documents of title issued in

respect of staple commodities or other goods duly
insured;

(iii) - holdings of any assets which the Central Bank is
permitted to buy, sell, or deal in under section
25;

(iv) securities issued or guaranteed by the Government
or any statutory corporation; subject to the
provisions of section 39; or

(v) such other assets or on such terms and conditions
as the Board may determine;

Provided that any advance granted under this paragraph
shall be no greater than seventy-five per cent of the
current value of the assets given as security as deter-
mined by the Central Bank,

Discounting of medium-term credits

(1) Notwithstanding the provisions of section 28, the Central Bank
may, within a total limit to be determined by the Board, discount
and rediscount for account holders, bills of exchange, promissory
notes or other financial instruments maturing within 6 months
from their date of acquisition by the Central Bank drawn or made
in respect of medium~term credits repayable within seven years
and bearing two or more good signatures of which one shall be that
of a bank;

Provided that the medium-term credits -

(2a) have as their object the development of means of production
or the construction of buildings; and

(b) have been given prior approval by the Central Bank on such
terms and conditions, which may include a requirement for
appropriate guarantees, as the Board may prescribe,

(2) For the purposes of this section the Vanuatu Development Bank
shall be considered to be a bank, -

Determination of rates

The Central Bank shall determine and publicly announce from time
to time its minimum rates for discounts, rediscounts, advances,
loans or overdrafts, and may determine different rates for
various classes of transactions or maturities,

Ciearingﬁand other services

The Central Bank may -~

(a) in conjunction with banks organise facilities for the clear-
ing of cheques and other instruments for effecting payments
in Vanuatu; '

(b) organise facilities, on the basis of information furnished by
financial institutions, for the centralisation of data of,

(1) credit and banking risks; _ _
(11) unpaid cheques and other payment instruments. = /42
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Provision of information by financial institutions

The Central Bank may require any financial institutions to
furnish, within such time and in such form as the Central Bank
consider s necessary, such information as the Central Bank camsiders
necessary to enable the Central Bank to carry out its duties and
functions under this Act and to calculate the amount of each
financial institution's reserves which may be required under the
provisions of section 34,

Provided that information regarding the account, or regarding any
matter or thing relating to the affairs, of any individual
depositor or other customer of a financial institution may not

be required by ,the Central Bank by virtue of the provisions of
this section.

Inspection of financial institutions

D) The Central Bank may cause inspections to be maie by one or more
of its officers of the books and accounts of any financial instit-

ution which in the opinion of the Central Bank is in danger of
being unable to meet its obligations,

2) For the purpose of performing its duties under this Act, and in
the event that the information required by section 32 is not
supplied, the Central Bank may cause inspections to be made by
one or more of its officers of the books and accounts of any
financial institution to ascertain the nature of its business and

the conditions of its affairs.

3) The person or persons carrying out an inspection authorised in
subsection (1) and (2) shall have power to require any director,
officer or employee of the financial institution being inspected -
(a) to furnish such information as he or they may require for the

purpose of such inspection: and
(b) to produce for inspection any books, records, or other
documents in its possession conteining such information

Provided that  the Central Bank or the person or persons carrying

out such inspection shall not be entitled to any information about
the affairs of any customer of such financial institution.

(4) If any information required to be furnished under subsection (3)
(a) or if any item required to be produced under subsection (3)(b)
has elther not been furnished or produced or if furnished or
produced has been falsified with intent to defraud any person
or to deceive the officer or officers authorised to inspect the
financial institution, the person responsible for such failure or
for such falsification shall be guilty of an offence and shall be
liable to a fine not exceeding FNH 100,000 or to imprisonment for
a tirm not exceeding five years or to both such fine and imprison-
ment,
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Bank may prescribe reserves

The Central Bank may from time to time by notice (e copy of which
notice it shall submit or cause to be submitted to the principal
place of business in Vanuatu of eech financial institution) prescribe
the maintenance by cach financial institution of ordinary or special
reservos, calculated with roegaerd to doposits or loans and other

.s8imilar liabilitics or assots which are denominatocd in AV A eeeene

v

or the depositor or benoficiary of which is a rosidont of Vanueatu.

For tho avoidance of doubt, the doposits, credits ond othoer similar
liobilities and cssots roforred to in subsecticen (1) sholl not includo
those relating to banking businoss corried on from within Vanuatu in
accordance with Section 21 of the The Banking Regulation 1970

(Cap 8 QR) or by oxempted componios, trusts and locaol compenigs that
do no busincss in Vanuatu and exist sololy for the bencfit of non-

rosidoents of Vanuaotu.

Resorvos roforred to in subsoction (1) sholl bo maintainoed in the
form of holdings of +ee¢sevesesee Notes and coin or of doposits with
the Contral Bdnk or in such othor mannor as the Coentral Bank may
proscribe or in such proportions of each of tho forogoing as tho
Control Bonk may from timo to time prescribo.

The Centrel Bank may, at its discrotion, fix o roato or rates of
interost to boe paid to financiol institutions on oll or pert of any
roquired reserves praescribod to bo meintsoinod undor subsection (1),

The Central Bonk may proscribe differont reserve ratios for different
closses of doposit or loan and other similar, liobility or asset and
shall proscribe thc mothod of thoir computation :

Providod that -

(2) tho Control Bank sholl not roquiro o financiol institution to
hold a total omount of resorves in oxcoss of twenty-five por
cent of that financiol institution's totol deposits or loans
and othor similor liabilities or assets in respoct of which
resorves have been proscribed undor this section;

(b) tho proscribed ratios shell bo uniform for all financiol
institutions of the samo class; and

(c) the initiol prescription of, and eny change in, the roeserve
ratios shell only be offective after roascnablc notics, boing
not less than thirty days, and shall not rolato to a period
prior togthe initial dote of notice.

Tho Central Bank may imposs on any financial institution which fails
to maintain the appropriote prescribed level of reserves o lovy of
one-fifth of ono por cont per day of tho amount of tho deficiency in
proscribod resorvos until such time as the deficiency is corrected.

Requlation of interost and crodit

The Central Bank may, in rolation to DUSINOSS N eeeeeesecoocnnennss
with the apprv.al of tho Ministoer, prescribo by Notice in theo Venuatu
Gozette and by writton notice to the principal plaoce of busincss in
Vanuatu of each finoncial institution -

r:xf%$)#:) the methods of computotion and maximum ratos of interest payable

in respect of doposits and other similar liobilities;

(b) the permissablo purposes, aggregate coeilings and maximum amounts
boyond which the opproval of the Centrol Bank is nocessary ond
the moximum maturitios, and maoximum intersst rates chargeable in
respoct of advonces, discounts, lettors of crodit, accoptancos
and othsr forms of crodit,

o /14,
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The Contral BonkK may in rolation to all othor businoss with residonts
of Vanuatu, with tho opproval of the Ministoer, prescribo by notica
in tho Vanuatu Gozotto and by writton noticéo to tho principal place
of busincss in Vanuatu of eoch financiel institution tho permissablo
purposes and cggregate ceilings or maximum omounts boyond which the
approval of thu Cuntral Bank is nocessary and maximum meturities in
respect of advancous, discounts, letters of credit, ccceptancos and
other forms of crodit : .
Provided that such businoss shall not includc business of oxempted
companies, trusts ond locol companiss that do no businsss in Vanuatu
and exist solely for the benefit of non-residents of Vanuatu.,

The [entral Bank in its notices under subsections (1) and (2) may
differentiate in rospoct of thoso itoms betwsen banks, financial
institutions octher than banks and cther Creditors and, botwaeeon

individual financicl institutions other than banks and individual

other creditors.

The Central Bank may, with the approvel of the Ministser, prescribe
by notico in tho Vanuatu Gozotto and by writton notice to the
principal placo of business in Vanuotu of each financiaol institution
tho minimum cash margin or sccurity requircd in respect of tho items
specifiod in subsoctions (1) and (2).

Any financicl institution in wilful violation of subsection (1), (2)
or (4) may bo reoquirod to pay to the Contrel Bank for cach such
violation a ponalty not to excoced FNH 100,000,

With tho approval of the Ministor, the provisions of subscctions (1),
(2) and (4) may bo mado applicable by the Board, by noticc in the
Vanuatu Gaozette and by written notico sorved on any poerson having

as a principal or incidental object of his business the oxtension of
credit, The Coentral Bank shaoll have authority to oxamine the accounts,
books, and papers of ony person who it has reason to suspoct is
oxtonding or has extonded crodit in violation of this subsoection and
the rofusal to submit such accounts, books and papers shell be prima
facie evidence of such violation,

Any person to whom the provisions of sub-soctions (1), (2) or (4)
have been made applicable pursuant to subsection (6) shall be guilty
of an offence if -

(a) such person is in breach of this soction; or

(b) such person supplies felsoc information or fails to furnish,
within o proscribed timo, any information roquired by the Bank
to satisfy it that such a person is complying with this scction.

»
*

Any person guilfy of on offance &nder subscection (7) shall be liable
on conviction -

(a) in respect of an offence under paragraph (o) thorsof to s fine
not exceoding FNH 100,000; or

(b) 4in respect of an offence under paragreph (b) thereof to a finae
not exceeding FNH 10,000 for every day during which the offonce
is committed.

Any notice undor this soction shall coms into offsct on such dets as
is specifiocd in it but in eny ceso not sarlior than thirty days oftar
the dote of publication.

PART B8 - RELATIONS WITH THE GOVERNMENT
Contral Bank to be bonker, fiscal ogent, depository and adviscr

to the Government

Tho Central Bank shall -
(o) bo the bankor and fiscol agent of the Government and shoall be
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the depoéitary of Government funds:

Provided that the Central Bank may act in such capacities for any
Ministry or Department of Government or any statutory corporation;

(b)

(c)

(d)

(e)

(f)

(9)

(h)

(b)

(c)
(d)

act ss agspnt for the Government in thse exetution of'the
provisions of cny banking legislation currently in force and
gonorally otherwiso whero it can do soj

undertako, cs agont for the Government, the issuc, placemont
and scervice of ony Govornmont securitices and act as registror
for such issuocs of Government securities;

servo, upon dusignation by the Minister, as tho dopositary and
fiscol agency of, and tho institution through which dealings
shall bo conductod with, internotionel financial institutions
of which Vcnuatu is a member;

at the roquaest of the Minister render advicou to him and furnish
him with roports on matters relating to tho objects of tho
Centrol Bank sot out in Section 3;

havo the duty of informing ond edvising the Minister on any
mattor which in tho opinion of ths Central Bank is likely to
affect the achiovumont of its purposcs;

be consultod on any proposed Bill or Order concorning money and
crodit ingluding -

(i) the valuc of tho currency and any chango thereof;

(1i) eny maottor rolating to banking;
(iii) tho distribution and control of credit;

(iv) the regulation of chogues and other financial instruments;

(v) the supprossion of countorfoiting of curroncy;

and shall assist in tho enforcemsnt of any law rolating to this
sgction;

bo advised of tho estimated expenditures and revonues of the
Government in forsign exchange and shall be responsiblo for
drowing up the naticnal bolance of payments, to which end it
may ask all public and private bodies for any nocessary
statistical information.

If, aftor consultation with the Central Bank, tho Minister is

of the opinion that the policies beoing pursued by the Csntral

Bank are not aduguate for, or conducive to, the achievement of

the objects of tho Central Bank set out in Section 3, the

Ministor shall submit o recommendetion to the Council of Ministers,
and tho Council of Ministors may, by diroctivo, dstermine the
palicy to be adopted by the Central Bank.

Tho Mminister sholl inform tho Central Bank of the policy so
dotormined and thet thae Govoernmont accepts rosponsibility for
tho adoption of the policy.

The Centroal Bank shall thoreupon give effect to such policy
while tho directivs romains in oporation,

Any directive issuod undor paregraph (a) shall be published
forthuith in the Vanuatu Gazette.

Acquiseition of evidoncu of indcbtodness issusd by tho Government

Tho Centrel Bank may buy, sell, or doel in notos, bills, stocks,
shares, foreign exchange, socuritiess or other evidenca of indobtednoss
issued or guarantood by the Government or any statutory corporation,
or by tho Governmont of anothor country, which wero publicly offored
for salo or form port of an issue which is boing modo to the public

at the timo of acquisition by tho Central Benk. ond which mature in

not more than twenty yoars.,




39,

(1)

(2)

(3)

(1)

(2)

(4)

(5)

Advancaes to Governmcnt

Tho Contrel Bank may grant tomporary advances to the Government in
respect of tomporary deficienciocs of curroent budget revenue, subjcct
to ropayment within six months after the date on which 'they are

granted, at such rates of interest as the Board may dotermine.

If at the end of any financial yoar, any advance romains unpaid
within tho poriod providod for by subsection (1), such advance shall
be teken into account when determining the maximum advances that may
be mede under such subscection in the following year.

Without limiting the gencrality of subsection (1) the Central Bank

is exprossly authorised to make advances to the Government, on such
terms and conditions os may be agreod, in respoect of subscriptions
and other payments rosulting from, or incidental to, the meombership
of Vanuatu in any international financial institution, the
participation of Vanuatu in any account thereof, and any transactions
and operations undoertaken in connsection therowith.

Credit to thse Guvernment and statutory corporations

Except in occordance with this section and sections 28, 37, and 38
the Contral Bank sholl not, directly or indirocctly mako advances to
the Governmont or acquire the notee, bills, socuritics or other
evidence of debt of, or guarantced by, the Govoernment:

Provided that this soction shall not operate to provent the
acquisition by tho Contral Bank of securitios in accordance with
Section 5 (4) and Scction 26 (2) or its making advancos in
accordance with Socticn 38 (3).

The total amount of outstanding advances made by thc Central Bank
to tho Governmont and the holdings by tho Central Bank of notes,
bills, securities or other ovidences of debt of, or guarantced by,
the Govornment oxclusive of credit poermitted under Section 5 (4)
and Soction 26 (2) shall at no time oxcead fifteen per cont of the
averages annual ordinary revenue of the Government as determined in
subsection (3) excopt as provided in subscction (5).

For the purposes of subsoction (2) and (5) =

(a) tho ordinary ruvenus of the Govornment shall include rsvenues
from toxos, lovics, dutios and foes, rents, profits and incomo
from any invostmont or undertaking by the Government and any
contribution to the roevenue of the Government from any statutory
corporation but shall not include loans, grants, othecr forms of
economic aid or capital reisod;

(b) tho averagec of thu annual ordinary revenue shall moean the averags
of the annual ordinary revenues for the threc financial years
immediastely proceding for which accounts arc available.

If in tho opinion of the Board, the limitation provided in subsection
(2) appears tg be in donger of being excoeded, tho Central Bank shall
submit to tho Minister a roport containing such rocommendations as
it considers appropricte to romedy thoe situotion., The Central Bank
shall moke further roports at intervels not to oxcood thres months
until such timo as, in its opinion, tho situation has beon rectified.

If tho limitation provided for in subsoction (2) is roached, the
Contral Bank shall forthwith notify the Ministoer of the fact and

shall permit no further incroase, whethoer diroctly or indiroctly, in
tho Contral Bank'!s advancos to the Government and holdings by it of
Governmant dobt:

Providod that tho Minister may by writton dircctive order the Centrol
Bank to permit tomporary further increeses in tho totaol subjoct to on
overall limitation of twonty per cont of the.average annual ordineary
rovenus of Govornmont on such torms and conditions as maey bo dotermincd
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o Government for a poriod not exceoding six months, in which
the Minister shall adviso the Central Bank that the Government
ts responsibility for the adoption of.the policy so determined,
he Central Bonk shall theroupon give offoct to that policy whilo
irective remains in opsration, :

PART* 9 - ACCOUNTS, AUDIT AND REPORTS

cial ysar

The F
finan

Audit

inoncial yeor of tho Control Bank shall be the samo as the
cial yoar of the Govornmoent.

(1) Tho accounts of the Contral Bank shall bg ocudited onnually by auditors

appoi

ntod by tho Board with the cpproval of the Ministor,

(2) UWithout proejudico to the provisions of subsection (1) the Ministor may

at an

y timo roquost tho Auditor-Gencral to exemine and roport on the

occounts of the Centrel Bank or any aspect of tho Bank's oporations

and tho Control Bank shall provide the Auditor-Genoral with oll
necessary and propor facilities for such an examination.
Publication of occounts and annuol report
(1) Tho Centrol Bank shall, within four months after the end of oach
finenciol year, cause to be made and tronsmit to the Ministor -
(a) o report of tho oporations of the Control Bonk during that
year; and
(b) a copy of the annual stotemont of accounts of tho Central Bank
certified by the auditors appointoed under saction 41.
(2) Tho Ministor shall as soon as practicablo after their roceipt -
(a) causac a copy of tho report and annual statemont of accounts
to be leid boforo Parliomont; and
(b) cause a copy of the annual accounts to be published in tho
Vanuatu Gazetto,
(3) The Central Bank shall os soon as practicable aftor -
(a) the last working day in March, June, Septembor and Decembor
of sach ycar makc up and publish in the Vanuotu Gezotto, o
stotement showing its aossets and licbilitiss ot the close of
business on that doy; and
(b) the last working day in each month transmit o similer
statement to the Minister.
PART 10 ~ GENERAL
Exemption from taoxes and stamp dutics
3. The Central Bank shall bo oxompt from all taxos ond stomp duties on
its profits, operations, capital, property and bank notss and document
®
Prohibitod activities
4, Excopt as expressly authorised by this KAct, tho Contral Benk may not -
(a) ongage in trodo, purchaso the shares of any corporation or
company, including tho shares of any banking compeny or otherwisc
have an ownership intorocst in any commercicl, agricultural,
industriol, and othor undortaking, uxcept such intersst as the
Contral Bank may acquiro in tho course of satisfaction of doebts
duo to it :
Provi

ded that all such intoerests so acquiroed shall be dispossd of

at the oorliost suitablo opportunity.
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(b) make loens to any person, except, that the Central Bank shall
not be procludsd from meking loans secured by first mortgages’
or otherwiso to on officer or servant of tho Contral Benk for

* the purchase of a residence or for such other purpose as may
be approved by the Contral Bank.

(c) purchase, acquirc or loase real property oxcept in so far as
tho Boerd considers nscossary or expoedient for the provision
or future provision of business promiscs for the Contral Benk
or its branchus, or of rosidences for officors or servents of
the Contral Bank or of any other requiromont incidental to the
performance of its functions undor this Act.

Dealings in sharws for Dovelopment purposos

Notwithstanding the provisions of Scction 44 (a), thoe Centrel Bank
may, with tho approval of tho Minister, purchasc, hold and scll
shares in any corporation sot up with thu epprovel of tho Governmont
for the purposc of facilitating the financing of doevelopmont:
Provided that tho total veluo of any holding of such shoares shall
not et any timo oxcuod an amount oguivelent to twenty per cent of
the Genoral Resorvao,

Prohibitod namcs

Save with thge written consent of tho Minister on tho recommendation
of the Contral Bank, no bank shall horeaftor bs liconsed under any
banking logislation in Vanuotu by o nomo which includes any of the
words "Vanuatu", "Central", "Roserve", "Reopublic" or "Stato", or
their equivaleont in any other language.

Excmption from banking lows

Tho Central Bank shall not bo subject to any of tho provisions of
any current banking laows in Vanuatu,

PART 11 - TRANSITIONAL PROVISIONS

Transfer of assots aond liabilitios

The Minister by notice in the Venuatu Gazetto shall declars tho day
or days upon which by agreomont the Centrel Bank shall take over :-

(a) tho currency issus and corrosponding assots which are ontrusted
to it by the Govornment; and

(b) all oxternal asssts hold by or on bohalf of the Governmont.
If, on tho doy or days declared by tho Minister undor subssction (1)
the net assets acquirced by tho Central Benk in torms of subsection

(1) excoed the outhorisod capitel of the Central Bank, the excaoss
sholl be allcocatod to the Gonoral Reserve referrod to in section 7.

New Hebrides francs 0 DOCOMG coeecooccoses

On the day that section 48 (1) (a) comes into forco, notos and coin
denominatod in New Hebrides francs shsll bo desemed thoreafter to be
notes and coin donominoted in ceeevcececesesreness Notwithstanding
the provisions of section 15, the initiol valuo of ONG veeecenaseann
shall bae ogqual to (0.061875) of a Fronch frant and ONG eeesoecocnsos
shall bo oequal to onoc New Hebrides frenc.

s -
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Conversion of fustralian currency

On the day that section 48 (1) (a) comes into force, the Dank shall,
for the purposos of scction 20 (3), declare a rate ot which Australian
currency shall bo convertoed, having regard to intornational oxchange
rates for French francs cnd Australian currency et the time.

For a period of three mounths from a day to bo cppointed by the
Minister by notice in tho Vanuatu Gazette the Coentral Bank shall
issue notss and coin froe of commission or chargos in oxchangs

for Australian currency at a rate set by, and at tho discrstion of,
the Contral Bank, having reqard to internotional sxchange rotoes

for French francs and fiustralian currency.

Inclusion of Austrolisn currcency in ressrve of oxtornal assots

For a period of two years following the commencement of this Act,
the Board may include in the reserve of external assats of the
Central Bank providod for under Section 23 Australian curroncy which
has besn exchangod in Vanuatu and which has at any timo bgen legal
tendsr in Australizc and which is still redecmable in Australia,

Commoncement

This Act shall como into force on such day as the Ministor may
appoint by Ordor published in tho Vanuatu Gozotto and tho Ministor
may appoint difforont Jays for dJdifforont provisions and any
rafarcnce in any provision to the commencoment of this Act shall

be construed as a ruforonco to the day appointed undor this Saection
for tho coming into forco of thet provision.



