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PREFACE
This book is a sequel to Mr. Hans Aufricht's earlier collection
of Central Bank, Monetary and Banking Laws, which was pub
lished by the International Monetary Fund in 1961 under the
title of Central Banking Legislation.
The first volume, setting out the central banking, monetary and
banking laws of the United Kingdom and a representative selection
of twenty countries outside Europe, has established itself as a
standard work of reference in its field.

As such, it has proved

valuable not only to the work of the Fund but also to scholars,
bankers, technicians and legislators throughout the world.
In this second volume, Mr. Aufricht presents similar material
for seventeen countries in Europe, an area where many of the
techniques that are now universally used in regulating or control
ling the supply of money and credit were developed.

Although

the general features of the central banking regimes of the major
European countries are well known, there has been a need for a
work which provides, in English, a reliable and up-to-date inven
tory of the legal and institutional framework within which European
central banks operate.

The present volume has been designed to

meet this need.
Mr. Aufricht, who has been a member of the Legal Department
of the Fund since 1947, is due to retire from the Fund staff this
year. The present volume, into which he has put his long experi
ence in international and comparative law and several years of
diligent research, is an appropriate culmination to a long and
devoted career in the public service.

PIERRE-PAUL SCHWEITZER
January 1967

Managing Director
International Monetary Fund
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INTRODUCTION
I
This volume contains the basic domestic laws that govern the
central bank, banking, and monetary regimes of sixteen European
members of the International Monetary Fund and Switzerland.
Following the plan of the first volume

(which was published

by the Fund in 1 9 6 1 ) , the material for each country has been
arranged in four main groups: central bank law, banking law,
monetary law, and legislation pertaining to the Bretton Woods
Agreements.

In addition, a Bibliographical Note is supplied for

each country.
In this volume, all laws and related measures have been con
solidated; and, unless otherwise expressly indicated, the version
in force on July 3 1 , 1 966 is given. Moreover, an effort has been
made to employ a uniform terminology and style in the translations,
so as to facilitate comparative analyses.
The cooperation and assistance given by officers of the central
banks represented in this volume are most gratefully acknowledged.
It should be added that, even where the consolidated text was
available in Washington, or could be prepared on the basis of
official sources, it was indeed reassuring to be able to dispel any
doubts as to its accuracy or meaning and to receive prompt and
informative replies to inquiries.

Some officers, after having been

advised of the project, were good enough to keep the Fund cur
rently informed of changes that took place subsequent to the
initial inquiry.
II
The complete text of the basic central bank law of each country
is given, as well as the by-laws of the central bank where they
supplement major provisions of the basic law, and subsidiary
legislation where pertinent.
General banking laws are in most instances presented in sum
mary form, accompanied by the text of individual articles or
sections that have

an important bearing on the relationship

between the central bank and other banks, or that contain provisions
which one would ordinarily expect to find in the central bank law.

xvii
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For some countries the banking law is published in its entirety:
for example, Greece, where the provisions in force are brief;
France, where consolidated and up-to-date versions of the two
laws are not readily available; and Spain and Yugoslavia, where
the laws deal in some detail with recent banking reforms.
Basic monetary laws are included for those countries where
such laws provide for one or more of the following: ( 1 ) designa
tion of the basic monetary unit of the country; ( 2 ) definition of

(3 )

the monetary unit in terms of gold and/or a previous monetary
unit;

conferring of legal-tender status on specified means of

payment and determination of the extent to which coins are
acceptable for the settlement of public or private debts;

( 4 ) specifi

cation of the denominations, metallic content, design, and other
characteristics of coins.

For certain countries only subsidiary

monetary laws are included-for example, those providing for the
issue of fiduciary coins.

Usually, provisions on the legal-tender

status and other characteristics of bank notes are contained in the
basic central bank law; this does not, however, preclude supple
mentary rules from being incorporated in the monetary law (for

7-10 of the Organic Law of the National
Bank, 1 939, and Arts. 3-5 of the Monetary Law, 1 957 ) .
Since December 27, 1 945, when the Articles of Agreement of
example, Belgium, Arts.

the International Monetary Fund (the Fund Agreement) entered
into force, the legal definition of the monetary unit in terms of
gold or foreign currency has been a matter of international con
cern. Each member of the Fund is expected, in agreement with
the Fund, to define the par value of its currency in accordance
with Article IV, Section

1 ( a ) , of the Fund Agreement; that is,

the member is to express the parity price of its monetary unit in
terms of a specified quantity of gold or in terms of the U.S. dollar
of the weight and fineness in effect on July

1 , 1 944. In addition

to this rule of Article IV concerning the expression of par values,
the Fund Agreement contains rules on the determination of initial
par values ( Article XX , Section

4 ( a ) - ( g ) ) and on changes in
par values (Article IV, Sections 5-7 ) ; corresponding provisions
on par values are contained in the Membership Resolutions of
the Board of Governors relating to the admission of other than
original members.
Information on the par values of the currencies of the Fund

©International Monetary Fund. Not for Redistribution
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members covered in this volume will be found in the Notes on
Monetary Units and occasionally in footnote annotations.
It should be noted that there has developed by legislative usage
a practice in some countries, notably in Europe, under which
the basic legal provisions relating to central bank, banking, and
monetary matters are incorporated in three separate sets of laws.
The boundaries between these legislative areas are not always
clearcut, and there are no generally binding rules to guide a legisla
tor in this field. Nevertheless, when a country's legal tradition
dates back several decades-or even centuries-it is likely that
the historical demarcations will be observed even for new legisla
tion, because most of the new laws are, in effect, amendments
to or replacements of earlier laws. Thus, where the right of note
issue was originally conferred on a bank of issue by means of a
special charter or law, the central bank law now takes the place
of that special charter or law. Similarly, in many European
countries the right to mint and issue coins has traditionally been a
prerogative of the Crown, and the mint has been retained as a
government agency separate and distinct from the central bank,
so that special laws-sometimes called for by the Constitution
have had to be adopted to regulate the coinage. By contrast, in
several countries outside Europe, especially where a new central
bank regime has been established after 1 945, the central bank law
contains monetary law provisions (for example, the Philippines,
Act No. 265 of 1 948-see the first volume of Central Banking
Legislation, pp. 5 3 1-570 ) ; in others , central bank and monetary as
well as banking law provisions are combined in one law (for
example, Burma, the Union Bank of Burma Act, 1 952, and Ceylon,
the Monetary Law Act, No. 5 8 of 1 949-see pp. 261-283 and
2 87-327 of the first volume ) .
The initial legislation pertaining to membership in the Inter
national Monetary Fund and the International Bank for Recon
struction and Development (the so-called Bretton Woods institu
tions) is given for countries where legislation was necessary for
membership . For other countries, a note on the legal processes
involved in joining the Fund has been supplied. Information on
their quotas in the Fund is given for all Fund members.
A Bibliographical Note at the end of each country section lists
the publications of the central bank, monographs and articles on
banking, central banking and currency, collections of laws, and

©International Monetary Fund. Not for Redistribution
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citations of legislation supplementing or subsidiary to the basic
laws in the volume.
Ill
This collection focuses on the basic domestic laws governing
central banking, general banking, and money. A complete view of
the law in these fields can be had, however, only by looking at the
subsidiary domestic laws and related measures as well, including
rules issued by the central bank under the authority of its organic
law-such as its own by-laws and general rules on credit controls
-and rules issued by the central bank under the authority of
special laws giving it the power to act in a particular field
foreign exchange control, for example. In addition, there are laws
with a more general application ; these include the relevant pro
visions of constitutional law, administrative law, the civil code,
company law, and negotiable instruments law. Although in princi
ple such legislation is outside the scope of this volume, selected
constitutional provisions and credit control measures have been
included in some instances. Other subsidiary domestic measures
are, where appropriate, referred to in the footnote annotations to
individual laws or cited in the Bibliographical Notes.
Of the seventeen countries whose central bank laws are
assembled in this volume, only Austria, Denmark, the Netherlands,
and Switzerland had adopted credit control measures in the form of
so-called credit control agreements by July 1 966. These agree
ments with the commercial banks, concluded by the central bank
or by the Ministry of Finance in consultation with the central bank,
are cited in the Bibliographical Notes.
Since fourteen of the seventeen countries covered in this volume
are parties to the Geneva Conventions providing a Uniform Law
for Bills of Exchange and Promissory Notes ( 1 930) and a
Uniform Law for Checks ( 1 9 3 1 ) , information on the status of
these Conventions as of December 3 1 , 1 965 has been supplied
in Appendix V. In addition, the principal domestic laws in this
field are cited in the Bibliographical Notes. The reader is referred
to Schettler and Btieler, Das Wechsel- und Scheckrecht aller
Liinder ( Cologne, 1 957-, loose-leaf) , which contains the negoti
able instruments laws of these and other countries in the language
of the country and in German.
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IV
While the primary purpose of this book is to present legisla
tion as currently in force, some historical data have also been
supplied. In addition to the Notes that preface the texts of the
central bank laws and the Notes on Monetary Units, historical
material is given in the Bibliographical Notes. Also, Appendix
IV on the League of Nations Collection of Monetary and Central
Bank Laws ( 1 9 3 2 ) has been included on the assumption that it
will be of interest for the study of the legal and institutional
history of European central bank, banking, and monetary regimes.
V

The first three of the eight Appendices to this volume, designed
to facilitate comparison of the structures of European central
banks, give information on the head office, branches and agencies,
ownership, and principal organs. Appendix 11 also includes some
historical information on the capital structure of the central banks
and indicates the date on which the right of private persons to
acquire or hold shares of the capital was limited or terminated.
Appendices IV and V, on the League of Nations Collection
and the Geneva Conventions, are described above.
The documents constituting the International Monetary Fund's
General Arrangements to Borrow are reproduced in Appendix VI.
Under the terms of these arrangements, which became effective
for a four-year period on October 24, 1962, ten major industrial
members of the Fund have undertaken to lend their currencies to
the Fund, if this should be necessary to forestall or cope with an
impairment of the international monetary system. These arrange
ments, which have been extended for another four years to October
1 970, complement in several respects inter-central-banking
cooperative arrangements that have done much in the past to
strengthen the working of the international monetary system.
Four of the participants are continental European members of
the Fund (Belgium, France, Italy, and the Netherlands ) and two
are European central banks (the Deutsche Bundesbank and the
Sveriges Riksbank) ; the other four participants are Canada,
Japan, the United Kingdom, and the United States.
Appendix VII describes briefly the special economic relationship
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between Luxembourg and Belgium and the principal legal arrange
ments on which this relationship is based.
Appendix VIII deals with the principal legal links between
Andorra, Liechtenstein, Monaco, San Marino, and Vatican City,
and the neighboring countries whose currencies are legal-tender
in the territories of these five political entities.
*

*

*

*

It is hoped that the central bank, banking, and monetary laws
consolidated in this volume and presented with a uniform termin
ology and style will not only facilitate studies and comparisons of
these particular regimes, but will also help to promote a wider
and more thorough understanding of central banking in general.
lanuary 1967
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Publication of Statutes and Regulations

Statutes, regulations, treaties, and international agreements are
published in the Bundesgesetzblatt fur die Republik Osterreich
(BGBl ) . Some public notifications are published in the Amtsblatt
zur Wiener Zeitung. From May 1 to December 1 9, 1 945, statutes
and regulations were published in the Staatsgesetzblatt fur die
Republik Osterreich ( StGBl ) .
The collection entitled Das Oesterreichische Recht, by Heinl
Loebenstein-Verosta (Vienna, 1 948- ) , contains consolidated
loose-leaf editions of laws together with explanatory notes.

2
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The National Bank Law, 1955 1
NoTE : -The Privileged Austrian National Bank ( Die Privile
girte Oesterreichische Nationalbank) was founded by virtue of two
Imperial Letters Patent of June 1 , 1 8 1 6. The Bank's Charter or
Privilegium was subsequently extended for the periods 1 84 1 - 1 862
and 1 862- 1 878. In October 1 878, the Bank was replaced by the
Austro-Hungarian Bank ( Die Oesterreichisch-Ungarische Bank ) ,
which functioned a s a central bank in the territory of the Austro
Hungarian Empire until the armistice of November 1 1 , 1 9 1 8 .
Pursuant to Art. 1 of Law No. 44 of January 1 2, 1 923, it was
confirmed that the authorization accorded to the Austrian branch
of the Austro-Hungarian Bank by virtue of Law No. 574 of
December 20, 1 9 1 9 had expired on January 1 , 1 923, the date the
Austrian National Bank commenced operations.
The guiding principles for the new bank of issue were set forth
in Protocol No. Ill ( Declaration) , signed at Geneva on October 4,
1 922, which provided in Paragraph 6 (c) that "the statutes of the
Bank of Issue shall assure its complete autonomy in its relations
with the Government. The Bank shall be responsible for the cash
transactions of the State, it shall centralize the [Government's]
receipts and payments and shall furnish periodic financial state
ments at the dates and in the form which may be determined in
agreement with the Commissioner-General [of the League of
Nations]." Under Paragraph 6 ( b ) , the Austrian Government
pledged to surrender any right to issue paper money and undertook
not to negotiate or conclude loans, except in conformity with the
financial reconstruction program of the League and with the
authorization of the Commissioner-General.
From 1 922 to March 1 93 8 the Austrian National Bank
(Oesterreichische Nationalbank) was governed by Federal Law
No. 823 of November 1 4, 1 922, amending and supplementing
Federal Law No. 490 of July 24, 1 922 regarding the establishment

1 Bundesgesetz vom 8. September 1 955 zur Neuordnung der Rechtsver
haltnisse der Oesterreichischen Nationalbank (Nationalbankgesetz 1955 ) ,
Bundesgesetzblatt Nr. 1 84/ 1 955; Federal Law o f September 8, 1 955 for
Revising the Legal Status of the Austrian National Bank (National Bank
Law, 1 955 ) , as amended through July 1 , 1966. The Law entered into force
on September 24, 1 955. In the version published here, the word Chapter
corresponds to the word Artikel, and the word Article (Art.) to the sign §,
in the Austrian text.
3
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of a bank of issue (Notenbank) . The Bank was deemed to be in
liquidation as a consequence of a Decree of March 1 7, 1 9 3 8 and
related measures issued on behalf of the German Reich; these were
repealed by Chapter Ill of the Central Bank Transition Law of
July 3, 1 945 ( see below, p. 3 2 ) . The Bank is at present governed
by the National Bank Law, 1 9 5 5 .

CHAPTER I . GENERAL PROVISIONS
Art. I. The legal status of the Austrian National Bank (by virtue of the
Federal Law of November 14, 1 922, Budesgesetzblatt No. 823, amending
and supplementing the Federal Law of July 24, 1922, Bundesgesetzblatt
No. 490, regarding establishment of a central bank as provided for by the
Federal Laws contained in Bundesgesetzblatt No. 1 8/ 1 925, 24211 925,
4 17 1 1 925, 1 14 / 1 927, 87/ 1 930, 1 3 6 / 1 9 3 1 , 255/ 1 932, and further by virtue
of the Law contained in the Staatsgesetzblatt No. 45/ 1 945 and of the
Federal Law contained in the Bundesgesetzblatt No. 1221 1 946) shall be
revised in accordance with the provisions of this Federal Law.
Art. 2.- ( 1 ) The Austrian National Bank shall be a joint stock company;
it shall be the central bank [Notenbank] of the Republic of Austria.

(2) It shall have the function of regulating the circulation of money in
Austria and undertaking the settlement of payments with foreign countries.
( 3 ) It shall ensure with all the means at its disposal that the value of the
Austrian currency is maintained with regard both to its domestic purchasing
power and to its relationship with stable foreign currencies.
( 4) It shall be obligated to ensure within the framework of its credit
policy that the credits it places at the disposal of the economy are distributed
with due regard to the requirements of the economy.
Art. 3. Without prejudice to the preservation of its complete freedom of
action in performing its functions within the framework of this Federal Law,
the Austrian National Bank may participate organizationally and financially
in international institutions that are concerned with cooperation between
central banks or otherwise aim at and promote international cooperation in
the field of monetary and credit policy.
Art. 4. In determining the general directives on monetary and credit policy
which the Austrian National B ank is to observe in this field for the purpose
of performing the functions incumbent upon it, due regard shall be had for
the economic policy of the Federal Government.
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Art. 5.-(
Bank notes and shares of the Austrian National Bank shall
be signed by means of the President, a Director [Genera/rat], and the
General Manager appending their signatures to the bank's name, Oester
reichische Nationalbank. If the President or the General Manager is pre
vented from doing so, their respective deputies shall sign.

( 2 ) In all other cases the name of the Bank, with the addition of the
word Direktorium [Board of Managers], shall be signed by two members of
the Board of Managers. Such signature of its name shall bind the Bank even
in cases where the law requires a special power of attorney.
( 3 ) The Board of Managers shall stipulate in which cases and in what
form signatures on behalf of the Bank's branches [Bankanstalten] and
departments are binding on the Bank and shall make this known by public
notice displayed in the offices of the Bank.
( 4) The Bank shall include in its seal the coat of arms of the Republic
of Austria; it shall not be required to have its name or those of its executives
recorded in the Commercial Register [Handelsregister].

Art. 6. The Bank shall have its seat in Vienna, where the head office
shall be located. Branch offices [Zweiganstalten] shall be established in the
capital cities of the BundesHinder. For establishing or closing down other
branch offices approval of the Federal Ministry of Finance shall be required.

7.-(1)

Art.
Insofar as the Austrian National Bank is entrusted with
executive functions in matters relating to money, credit and banking, the
provisions of the General Law on Administrative Procedure shall be
applicable. However, unless expressly otherwise provided by statutory
enactment, no appeal may be lodged against decisions of the Bank.

(2) General Orders of the Austrian National Bank shall be published in
the Amtsblatt zur Wiener Zeitung. Unless otherwise provided for therein
they shall enter into force on the day following their publication.

1)

CHAPTER 11. CAPITAL AND SHAREHOLDERS

Art. 8.-(
The capital of the Bank shall be one hundred and fifty
million schillings and shall be divided into one hundred and fifty thousand
registered shares of one thousand schillings each. The Bank may issue
composite certificates in denominations of one hundred, five hundred, and
one thousand shares.

( 2 ) The names of shareholders shall be entered in a shareholders' register
at the Austrian National Bank.
( 3 ) The transfer of rights to shares shall be effected by entry into the
shareholders' register and simultaneous recording of the transfer on the
share certificate.
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( 4) Profits accruing to the shares shall be distributed to the shareholders
when due.

9.-( I)

Art.
Only Austrian citizens, or juridical persons and enterprises
having their seat in Austria, may be shareholders.

(2) Half of the capital shall be subscribed on behalf of the Federal
Republic. The capital required for this purpose may be derived by reducing
the countervalue of the monetary gold due to the National Bank-which is
to be deducted from the Federal debt-by the amount needed for
subscription of the shares.
( 3 ) The Federal Government shall determine the persons or enterprises
that may subscribe to the remaining capital of the Bank.

CHAPTER Ill. GENERAL AsSEMBLY
Art. 10.- ( 1 ) The General Assembly of Shareholders shall meet within
the first four months of each financial year.

(2) At the written request of shareholders holding at least one fourth of
the capital, arrangements shall be made to convene an Extraordinary General
Assembly within thirty days.
( 3 ) The General Assembly shall be convened by virtue of a resolution
of the Board of Directors of which an announcement shall be made by the
Bank at least twenty-one days before the Assembly is to be held.

Art. 1 1 . Every shareholder who on the date of the convening announce
ment is recorded in the shareholders' register as holding at least one hundred
shares shall be eligible to participate in the General Assembly.
Art. 12.-( 1 ) Every one hundred shares shall confer one vote at the
General Assembly.

(2) Every shareholder eligible to vote may arrange to be represented by
a proxy.
( 3 ) Documents authorizing proxies shall be presented at the latest eight
days before the General Assembly is to be held. Legal and statutory repre
sentatives need no special authorizing documents, but must produce evidence
of their power of representation at the latest eight days prior to the General
Assembly.
Art. 13.-( 1 ) The General Assembly shall constitute a quorum when the
attending shareholders or their proxies represent at least half the capital.

(2) If a duly convened General Assembly does not constitute a quorum,
a new General Assembly shall be convened at once, to meet within a perind
not to exceed eight days. This newly convened General Assembly shall
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constitute a quorum regardless of the amount of capital represented; how
ever, only decisions in regard to matters contained in the original agenda
may be adopted.

Art. 14.- ( 1 ) Within the last eight days prior to a regular General
Assembly, the statement of account for the preceding financial year shall be
exhibited for inspection at the head office of the Bank in Vienna.
( 2 ) Not later than eight days prior to each General Assembly, its agenda
shall be published. Motions introduced in due time by shareholders
(Article 1 7 ) shall be included in the agenda.

1)

Art. 15.-(
The President of the Bank-or if he is unable, one of the
Vice-Presidents-shall be chairman of the General Assembly.
( 2 ) Decisions shall be taken by a simple majority of votes.

Art. 16. The scope of the General Assembly's functions shall include:

(a) receiving the report of the Board of Directors on the conduct of
business during the previous financial year;

( b ) approving the annual statement of account and granting a discharge
from liability to the Board of Directors and the Board of Managers
after hearing the report of the Auditors;

(c) deciding on the allocation of any profits shown on the balance sheet
and fixing the dividend to be distributed to shareholders;

(d) electing six members of the Board of Directors and four Auditors;
( e ) deciding on other motions introduced by shareholders.

Art. 17.-( 1 ) Every shareholder who has the right to vote shall be eligible
to introduce motions at the General Assembly; however, at the General
Assembly at which they are introduced only decisions on motions relating
to matters on the agenda may be taken.
( 2 ) Independent motions (Article 14) together with a statement of sup
porting reasons shall be submitted to the President in writing at least fourteen
days before the General Assembly.
( 3 ) If in the sense of Article 1 0 ( 2 ) it is requested that an Extraordinary
General Assembly be convened, the related motions shall be submitted
with the request.

Art. 18.-( 1 ) For the election of six members to the Board of Directors
(Article 22) by the General Assembly, shareholders other than the Federal
Government may propose one person for each twelve million five hundred
thousand schillings of capital represented by them. Insofar as such proposals
are not made, the right of proposal shall belong to the Federal Government.
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The term of office of these members of the Board of Directors shall be five
years.
( 2 ) In connection with the election the General Assembly shall be bound
by proposals made to it in accordance with paragraph ( 1 ) .
Art. 19.-( 1 ) Members of the Board of Directors (Article 22) and the
Auditors (Article 3 7 ) shall be elected by a relative majority of votes

[relativer Stimmenmehrheit].2
( 2 ) Election results shall be determined by the tellers, who are to be
elected by the General Assembly.
CHAPTER IV. MANAGEMENT AND ADMINISTRATION OF THE BANK
A. BOARD OF DIRECTORS

Art. 20. The Board of Directors shall be charged with the supreme
direction and supervision of the Bank's entire conduct of its business and
the administration of all its property. The Board of Managers of the Bank
(Articles 32-36) shall report to the Board of Directors periodically, as a
rule once a month, on the conduct and state of the Bank's business; on the
situation in the money, capital and foreign exchange markets; on important
occurrences in the business sector; on all events of importance for judging
the monetary and economic situation; on arrangements made for controlling
the entire conduct of the Bank's business; and on any other significant events
affecting the operations of the Bank.
Art. 21. The following matters in particular shall be reserved for decision
by the Board of Directors :
1 . establishing general directives o n monetary and credit policy in
accordance with Article 4, including expression of an opinion in all
cases where, under legislation regulating the credit system, the opinion
of the Austrian National Bank is to be obtained;
2. fixing the interest rate for discount and loan transactions (Articles 48
and 5 1 ) ;
3. fixing the amount of bonds, Treasury certificates or Treasury bills
to be bought on the open market (Article 54) ;
4. fixing the amount of the minimum deposits which credit institutions
must maintain at the Austrian National Bank, and issuing detailed
regulations to this effect (Article 43 ) ;
5. instituting and discontinuing lines of business;
6. establishing and closing down branches (Article 6 ) ;
2 Gchwarzer considers this provision redundant, since Art. 15(2) of the
Law expressly provides that decisions of the General Assembly shall be
taken by a simple majority of votes [einfacher Stimmenmehrheit]. See
Alfred Schwarzer, Osterreichisches Wiihrungs- und Devisenrecht (Vienna,
1957 ) , p. 208.

©International Monetary Fund. Not for Redistribution

9

NATIONAL BANK LAW, 1955

7. appointing the censors (Article 50) ;
8. the Bank's participation in international institutions in the sense of
Article 3;
9. invoking an Arbitration Tribunal in accordance wth Article 41;
I 0. setting time limits within which bank notes that have been called in
must be redeemed (Article 66) ;
1 1 . approving the annual statement of account with a view to its presenta
tion to the General Assembly (Article 68), and approving the budget
for the next financial year;
12. purchasing and selling real property;
13. authorizing items of expenditure not provided for in the budget for
the year concerned;
14. fixing the remuneration of the President and the expense allowances
of the Vice-Presidents;
15. appointing the General Manager, the Deputy General Manager, the
other members of the Board of Managers, the manager of the securi
ties printing department [Wertpapierdruckerei], the deputy managers
and the managers of the branches, as well as taking charge of their
retirement, resignation or dismissal.
16. deciding on employment and work regulations that apply to the
Bank's staff and on rules governing salaries and pensions of persons
employed by the Bank (Article 38) ;
1 7. drawing up a set of Rules and Regulations [Geschiiftsordnung] for
itself and another for the Board of Managers; in its Rules and
Regulations it may provide that matters reserved for its decision,
especially those mentioned in item 3 of this Article, shall be dealt
with by a subcommittee selected by the Board of Directors; such
subcommittees shall report at meetings of the Board of Directors.
Art. 22.-( 1 ) The Board of Directors shall consist of the President, two
Vice-Presidents and eleven other members.
(2) The President, the two Vice-Presidents and five other members of
the Board of Directors shall be appointed; the remaining six members of the
Board of Directors shall be elected.
( 3) Only persons holding Austrian citizenship who are not excluded from
the right to vote in elections for the Nationalrat may be members of the
Board of Directors. Members of the Board of Directors shall be economic
experts or outstanding persons in the business community. They shall
include one representative of each of the following:
1. institutions that are engaged in the banking business;
2. savings banks carrying on savings business in accordance with applicable regulations;
3. industry;
4. trade and small business;
5. agriculture; and
6. one representative each of salaried employees and labor.
See below, pp. 34-39 and 40-46.
:<

-- - ·-----· ·--------�

a
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( 4) Persons in the active service of the Federal Republic or a Land and
members of the Nationalrat, the Bundesrat, a Landtag, the Federal Govern
ment, or the government of a Land may not be members of the Board of
Directors. Of the members of the Board of Directors, not more than four
may as their main occupation be executives of institutions engaged in
banking; such persons may not be President or Vice-President of the Bank.

( 5 ) The Staff Council and the Workers' Council of the Bank shall each
be entitled to send une representative from among their members to attend
proceedings dealing with personnel matters relating to salaried employees
and workers. These representatives shall, in the exercise of their functions,
have the same rights and duties as members of the Board of Directors.
However, each shall be entitled to vote only on matters relating to the
section of the staff that he represents.
Art. 23.-( 1 ) The President of the Bank shall be appointed by the
President of the Federal Republic for a period of five years. The outgoing
President may be reappointed. During his term of office the President of
the Bank may be dismissed by the President of the Federal Republic only if
he ceases to meet the requirements of his appointment or is prevented for
more than a year from performing his functions.

(2) The President shall from the funds of the Bank draw a salary, the
amount of which shall be fixed by the Board of Directors and approved by
the Federal Ministry of Finance.

( 3 ) The President shall act as chairman at all meetings of the Board of
Directors. He shall see to it that decisions of the Board of Directors are
implemented and shall on behalf of the Board continually supervise the
administration of the property of and the entire business of the Bank. He
may raise objections to decisions of the Board of Managers on matters
concerning the current conduct of business and internal administration. If
no agreement is reached between the President and the Board of Managers,
the matter shall be referred to the Board of Directors for decision.

( 4) If unable to carry out his duties, the President shall be represented
in all his functions by the First Vice-President, or, in the latter's absence, by
the Second Vice-President.

Art. 24.-( 1 ) The First and Second Vice-Presidents shall be appointed
by the Federal Government for a period of five years. An outgoing Vice
President may be reappointed. During his period of office a Vice-President
may be dismissed by the Federal Government only if he has ceased to meet
the requirements of his appointment or if he is prevented for more than a
year from performing his functions.

( 2 ) A Vice-President shall draw from the funds of the Bank an expense
allowance, the amount of which shall be fixed by the Board of Directors and
approved by the Federal Ministry of Finance.
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Art.
1 ) Five members of the Board of Directors shall be appointed
by the Federal Government for a period of five years. Outgoing members
of the Board of Directors may be reappointed.

(2) If an appointed member of the Board of Directors retires during his
term of office, the Federal Government shall appoint a new member to the
Board of Directors.

(3) If a member elected by the General Assembly of Shareholders retires
during his term of office, the General Assembly shall elect a new member.
In connection with such an election the provisions of Article 18 shall apply
as appropriate.

( 4) At each of the first, second, third and fourth regular General Assem
blies, two members of the Board of Directors, to be determined by lot, shall
retire. The term of office of the remaining members of the Board of
Directors elected for the first time by virtue of this Law shall expire at
the end of the fifth regular General Assembly. Thereafter the order of
retirement shall be governed by the term of office. Former members of the
Board of Directors may be re-elected.

( 5 ) Any member of the Board of Directors who ceases to meet the
requirements of his appointment or election shall be deemed to have left
the Board.

26.-(

Art.
1 ) Members of the Board of Directors shall serve without
remuneration.

( 2 ) They shall be paid out of the Bank's funds a reasonable compensation
for trave!ing expenses which they may have incurred.

27.-(

Art.
1 ) The President, the Vice-Presidents and the other members
of the Board of Directors on entering upon their office shall make a solemn
affirmation to conform exactly to the provisions of this Federal Law, always
to promote the performance of the functions incumbent on the Bank, and
to maintain secrecy with regard to negotiations of the Bank, its affairs and
institutions, and in particular all operations of the Bank.

(2) The President and the Vice-Presidents
before the President of the Federal Republic,
the Board of Directors before the President
corroborate their affirmation by handshake and

a

28.-(

shall make the affirmation
and the other members of
of the Bank. They shall
by signing a document.

Art.
1 ) The Board of Directors shall as a rule be convened once
month by the President.

( 2 ) At the written request of four members of the Board of Directors
or at the request of the General Manager or the State Commissioner, a
meeting of the Board of Directors shall be called within eight days.
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( 3 ) All members of the Board of Directors as well as the State Commis
sioner shall be invited to meetings of the Board by registered or personally
delivered letter containing the agenda.

Art. 29.-(

1 ) The President, or the Vice-President representing him,
shall act as chairman at the meetings of the Board of Directors. If the
President and both Vice-Presidents should be unable to attend, the mem
ber of the Board most senior in age shall preside.

( 2 ) A member of the Board of Directors may have himself represented
by another member of the Board. Such authorization shall be given in
writing at each meeting. No member of the Board of Directors may
represent more than two votes in addition to his own.

( 3 ) The Board of Directors shall constitute a quorum if all its members
were invited in due time and if in addition to the chairman at least eight
members are present or represented.

(4) Except as otherwise provided in this Federal Law, decisions shall be
taken by an absolute majority of votes [absolute Stimmenmehrheit]. In case
of a tie, the chairman shall have a deciding vote.

Art.

30.-( 1 ) The names of the members of the Board of Directors
present or represented and the decisions adopted shall be recorded in the
minutes. Every member of the Board of Directors and the State Commis
sioner shall be entitled to have an opinion dissenting from the majority
decision recorded in the minutes.

( 2 ) The minutes shall be signed by the chairman and by the General
Manager, and by the State Commissioner if he attended the meeting.

Art.

31.-( 1 ) If in matters that are reserved for the decision of the
Board of Directors (Article 2 1 ) it becomes evident that action is urgently
needed, such action may be taken by decision of an Executive Committee
composed of the President, the two Vice-Presidents, the General Manager
and the Deputy General Manager. Meetings of this Committee shall be
called by the President on his own initiative or on a motion of one of its
members. The Committee shall constitute a quorum when at least the
President and one Vice-President, or both Vice-Presidents and the General
Manager or the Deputy General Manager, are present. Decisions of the
Committee shall be adopted by a majority of votes.

( 2 ) Decisions so taken shall be made known to the Board of Directors
at its next meeting; the Board shall be entitled to adopt a new decision on
the matter in accordance with Article 2 1 .

Art.

B. BOARD O F MANAGERS

32.-( 1 ) The Board of M anagers shall conduct the entire operation
of the Bank and shall manage its business in conformity with this Federal
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Law and the directives issued by the Board of Directors. It shall take
decisions independently on all matters relating to operation and management
that are not reserved for decision by the Board of Directors (Article 2 1 ) .
( 2 ) The Board of Managers shall submit t o the Board of Directors the
report provided for in Article 20 and any other reports that may be required
of it and shall be authorized to submit, through the General Manager,
motions of any kind to the Board of Directors.

( 3 ) The Board of Managers shall be authorized to establish, in localities
it considers suitable, sub-offices of the Bank to carry out discount trans
actions, and to dissolve such sub-offices.
( 4) The Board of Managers shall appoint persons to be employed by
the Bank, provided that their appointment is not reserved to the Board of
Directors. The Board of Managers shall also be in charge of the retirement,
resignation or dismissal of persons employed by the Bank.
( 5 ) The Board of Managers shall represent the Bank both in courts of
law and extrajudicially.
Art. 33.-( 1 ) The Board of Managers shall be composed of the General
Manager, the Deputy General Manager and at least two but not more than
four Managers.

( 2 ) Members of the Board of Managers shall be obligated to attend
conscientiously and to the best of their ability to the transactions and
responsibilities which are assigned to them, and to carry out all operations
so as to enable the Bank to perform the functions entrusted to it by this
Federal Law. The Managers shall make an affirmation by handshake before
the President to perform their duties and shall sign the document attesting to
their affirmation, the wording of which shall be prescribed by the Board of
Directors. Members of the Board of Managers shall attend meetings of the
Board of Directors in an advisory capacity.

Art.

34.-( 1 ) The General Manager shall assume supreme control of
all aspects of the Bank's business. He shall make reports at meetings of the
Board of Directors and shall submit to the Board of Directors proposals by
the Board of Managers on matters that are reserved for decision by the
Board of Directors.
( 2 ) The General Manager shall report to the President on the course of
the business, working capital and position of the Bank and shall notify him
in due time of all proposals that are to be submitted by the Board of
Managers to the Board of Directors.

(3) The General Manager, if he is unable to carry out his duties, shall
be represented in all his functions by the Deputy General Manager or, in
the latter's absence, by the member of the Board of Managers with the
highest seniority.
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1 ) The work of the Board of Managers shall be distributed
among the various departments, each under the direction of one member of
the Board of Managers.
( 2 ) The individual Managers shall be responsible for handling and set
tling those matters which have been assigned to them by the Rules and
Regulations of the Board of Managers, by decisions of the Board of Mana
gers, or by order of the General Manager.

Art. 36.- (1)

The Board of Managers shall meet whenever necessary.
The President shall have the right to attend meetings of the Board of
Managers, in which case he shall act as chairman. Participation by the Vice
Presidents in meetings of the Board of Managers shall be regulated by the
Rules and Regulations.
( 2 ) The Board of Managers shall constitute a quorum if at least two
Managers and the chairman are present.
( 3 ) The General Manager and all the Managers (or in the absence of a
Manager, his deputy) shall have one vote each. In case of a tie at a
meeting presided over by the General Manager, the deciding vote shall be
that of the General Manager. At a meeting in which the President acts as
chairman, the chairman shall vote only in case of a tie.

Art. 37.-( 1)

CHAPTER V. AUDITORS

The General Assembly shall each year elect four Auditors,
two of them on the proposal of the Federal Government. The Auditors
shall audit the annual balance sheet and shall render a written report on the
result of their audit.
( 2 ) The Auditors shall be entitled to ask the Board of Managers for all
explanations necessary for the performances of their functions, and in partic
ular they shall have the right to inspect the books of the Bank.
( 3 ) The Auditors shall be obligated to carry out their audit conscien
tiously and impartially, and to maintain secrecy.

Art. 38.-( 1)

CHAPTER VI. STAFF OF THE BANK

Persons employed by the Bank shall be in an employment
status governed by private law.
( 2 ) The terms of appointment, the duties and rights connected with
employment, and the salaries and retirement pay, of persons employed by
the Bank shall be governed by rules made by the Board of Directors.
( 3 ) Persons employed by the Austrian National Bank who under the
Bank's pension regulations have a claim to retirement and survivors' benefits
(pension) shall be exempt from participating in the accident, disability and
insurance plan (pension insurance) for employees. By virtue of their
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employment b y the Austrian National Bank they shall be insured against
illness, exclusively with the Health Insurance Institute for Federal Employ
ees under the provisions of the Federal Employees Health Insurance Law
of 1 9 37 (Bundesgesetzblatt No. 94 ) .
Art. 39.- ( 1 ) Persons employed by the Bank shall b e obligated to
maintain secrecy with regard to the proceedings and individual transactions
of the Bank: especially the amount of credit granted to private persons and
firms; the names of the owners of cash, pledges and deposits held by the
Bank; and the number, nature or value of the latter.

( 2 ) It shall be the function of the Board of Managers to supervise the
entire staff of the Bank; the Board shall decide on instituting disciplinary
investigations against staff members of the Bank. The method of carrying
out such disciplinary investigations shall be prescribed in the regulations
governing the terms of service issued by the Board of Directors.
CHAPTER VII. RELATIONSHIP TO FEDERAL REPUBLIC,
LANDER AND MUNICIPALITIES
Art. 40. From the time this Federal Law enters into force, interest shall
be paid on the Federal debt that arose by virtue of the Central Bank Transi
tion Law (Staatsgesetzblatt No. 45/ 1 945 ) and the Central Bank Transition
Amending Law (Bundesgesetzblatt No. 1 22/ 1 946) . An agreement shall be
reached between the Federal Republic and the National Bank regarding the
rate of interest, which may not exceed the Bank's current rate of discount,
and regarding redemption of the Federal debt.
Art. 41.-( 1 ) The Federal Republic, the Lander and the municipalities
may not for their own purposes draw on the funds of the Bank in any way,
either indirectly or directly, without providing the countervalue in gold or
foreign exchange. For purposes related to the administration of the Federal
Government's cash holdings and disbursements, however, the Bank may, at
the request of the Federal Ministry of Finance, discount short-term Federal
Treasury certificates up to a maximum amount of one billion schillings.4

( 2 ) During the period of the Bank's activity the Federal Republic may
not issue any government paper currency or adopt measures of such a
nature as to hinder the Bank in the performance of the functions entrusted
to it.
4 The Federal Law of March 1 8 , 1 959 Concerning Contributions of the
Republic of Austria to International Financial Institutions (Bundesgesetz
blatt No. 74/ 1 959) provides in Art. 2 as follows : "The Austrian National
Bank is empowered to include among its assets as cover for the note circu
lation its claims arising from this credit [from the National Bank to the
Republic of Austria]. The credit to be granted by the Austrian National
Bank shall not be included in the ceiling provided for in Article 4 1 ( 1 ) of the
National Bank Law, 1955."
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( 3 ) Upon infringement of any of the prohibitions set forth in the two
preceding paragraphs, the Board of Directors as a whole or any individual
member thereof may invoke an Arbitration Tribunal, which, to the exclu
sion of any further appeal, shall decide within three days whether the
disputed actions are to be voided or upheld.
( 4 ) The Arbitration Tribunal shall be composed of the President of
the Supreme Court, who shall preside, and four members of whom two shall
be appointed by the Government and two by the Bank.
( 5 ) The Arbitration Tribunal shall take its decisions by an absolute
majority of votes [absolute Stimmenmehrheit], after hearing the Federal
Ministry of Finance and the Board of Directors.
( 6 ) The provisions of the Code of Civil Procedure shall apply as
appropriate to the proceedings of this Arbitration Tribunal.

Art. 42.-(1)

The Austrian National Bank shall be obligated to carry
out all bank transactions affecting the Federal Administration [Bundesver
waltung] to the extent that they are permissible under this Federal Law.
However, no transaction may involve the granting of any loan or credit by
the Bank to the Federal Administration. The Bank may also carry out other
transactions on a commission basis for account of the Federal Administra
tion, insofar as such transactions do not result in any balance to the debit
of the Federal Administration.
( 2 ) The Bank shall be obligated to exchange its notes for small coins and
small coins for other small coins as far as its stocks permit, and small coins
for bank notes without limit.
( 3 ) The Federal Administration shall as far as possible center its money
transactions at the Bank and shall entrust the Bank with carrying out its
gold and foreign exchange transactions.
CHAPTER VIII. RELATIONSHIP TO CREDIT INSTITUTIONS

Art. 43.-(

1 ) The Austrian National Bank may require credit institu
tions to maintain with it deposits of a specified minimum amount.
( 2 ) The minimum amount of deposits in the sense of paragraph ( 1) shall,
depending on the monetary and credit situation, be fixed as a percentage of
the deposits on current or savings account of the individual credit institution.
This percentage may not exceed 1 5 per cent of the said deposits for
individual credit institutions. Within this limit the minimum amount may
be fixed differently for various categories or groups of credit institutions.
( 3 ) Credit institutions which are attached to a central institute shall
maintain the prescribed minimum deposit at their central institute.
( 4) Deposits maintained by a credit institution with a central institute
(paragraph ( 3 ) ) or with the Austrian Postal Savings Institution shall be
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taken into account to the extent that they are necessary, for the purpose
of fulfilling the individual credit institution's minimum deposit requirement
(paragraph ( 1 ) ) . The central institutes shall on their part maintain at the
Austrian National Bank, in respect of the deposits covered, balances in
amounts fixed with regard to the monetary and credit situation, and shall
moreover use these balances for the purpose of maintaining their cash
position and of acquiring discountable Federal Treasury certificates. The
Board of Directors of the Austrian National Bank may determine with
regard to the monetary and credit situation of the country the percentage
to be allocated to cash holdings and to the acquisition of discountable
Federal Treasury certificates.
( 5 ) The Austrian National Bank may issue regulations for the purpose
of ascertaining the amount of deposits on current and savings account.
( 6) The minimum deposits shall be counted toward the balance of liquid
resources that must be maintained by virtue of other regulations.
( 7 ) The Austrian National Bank may require credit institutions to pay
interest at a rate of up to 3 per cent above its current rate of discount on
any amounts by which they may fall short of their required minimum
balance.

44.

Art.
As far as is necessary for the performance of its functions the
Austrian National Bank shall be empowered to request information from
the Austrian credit institutions and to prescribe the dates by which they
must render returns and the form and classification to be used in such
returns.

45.-(

CHAPTER IX. GOVERNMENT SUPERVISION

Art.
1 ) The Federal Ministry of Finance shall see to it that the
Bank acts in accordance with the law and shall for the purpose of exercising
this right of supervision appoint a State Commissioner and his deputy. If
the deputy is prevented from carrying out his duties, a second deputy may
be appointed temporarily. For the purpose of meeting the cost of such
government supervision, the Federal Ministry of Finance may require the
Bank to pay a fee.

( 2 ) The State Commissioner shall have the right to attend the General
Assemblies and the meetings of the Board of Directors in an advisory
capacity and to demand all explanations necessary for the performance
of the functions of his office.

( 3 ) He may not be denied the exercise of his right to supervise the
conduct of business of the Bank through necessary inspection.

( 4) The State Commissioner shall have the right to raise objections to
decisions of the Board of Directors if in his opinion such a decision conflicts
with existing legislation. Objection by the State Commissioner to a decision
of the Board of Directors shall have suspensive effect.
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Art. 46.-( 1 ) The State Commissioner's objection shall cease to have
effect if it is revoked by the Federal Ministry of Finance within seven days
or upon expiration of that period. In the latter event an Arbitration Tribunal
shall decide within three days whether the decision of the Board of Directors
is in conformity with the law and whether or not its implementation is
therefore permissible. The Board decision may under no circumstances be
implemented before the Arbitration Tribunal has handed down a decision.

( 2 ) With respect to the composition of the Arbitration Tribunal and
to procedures connected with it, the provisions of Article 41 ( 4 ) - ( 6) shall
apply.
CHAPTER X. OPERATIONS OF

THE

BANK

Art. 47. The Bank shall be empowered :

(a) to discount bills of exchange, securities and interest coupons, and to
transfer them to other parties (Articles 48-49 ) ;
( b ) to grant loans against collateral (Articles 5 1 -53 ) ;
( c ) for the purpose of regulating the money markets, to buy and sell on
the open market fixed-interest-bearing bonds that are admitted to
official stock exchange dealings and also "freasury bills and Treasury
certificates issued by the Federal Republic (Article 54 ) ;
(d) to buy and sell gold coin and bullion;
( e ) to carry on transactions involving foreign bills and foreign exchange
( Article 55 ) ;
(f) to engage in acceptance of deposits as well as cash and giro trans
actions (Articles 56-5 9 ) ;
( g ) t o carry out brokerage transactions (Article 60 ) .
A. DISCOUNT TRANSACTIONS

Art. 48.-( 1 ) The Bank shall be empowered to discount bills of exchange
and promissory notes. In so doing it shall as far as possible discount only
bills or promissory notes related to merchandise transactions. Bills or
promissory notes discounted by the Bank shall be denominated in the
lawful currency of Austria, shall be payable within three months in Austria,
and shall bear the signature of at least two parties of known solvency.

( 2 ) Subject to these conditions the Bank may also discount bills and
promissory notes that by the public authorities entitled to collect them are
presented for discount in respect of deferred claims for customs duties or
other dues.
( 3 ) Similarly, and subject to the same conditions, bills or promissory
notes of enterprises belonging to the Federal Republic, the Uinder or
municipalities may also be discounted, if such enterprises are recorded as
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merchants in the Commercial Register [Handelsregister] or are otherwise
managed independently of the public administration as separate entities.
( 4 ) Discounts by the Bank shall be effected at the rate of interest which
has been fixed and publicly announced by the Board of Directors.
( 5 ) Discounts may be refused without stating the grounds for such action.

Art.
1 ) The Bank shall be empowered to discount all securities
that are eligible as collateral on loans (Article 5 1 ) as well as interest
coupons of such securities, provided that the securities or coupons are
payable within three months.

49.-(

( 2 ) The person who discounts shall be liable with his entire property for
payment to the Bank on the due date of discounted securities and interest
coupons.

Art.

50.-( 1 ) Bills of exchange and promissory notes presented for
discount shall as a rule be examined and assessed by a Committee of
Censors.

( 2 ) The Board of Directors shall appoint as censors persons who are
familiar with local conditions in commerce, industry, small business and
agriculture. The appropriate representative bodies of industry, trade, small
business and agriculture, as well as of the employees and workers at the
place in question, shall be consulted prior to the appointment of the censors;
however, the Board of Directors shall not be bound by any suggestions made
by these representative bodies.
( 3 ) The censors shall be appointed for a term of three years and may
after expiration of that period be reappointed for an additional three years.
They shall perform the duties of their office without remuneration.
( 4 ) In assessing the bills and promissory notes presented for discount the
censors shall act with strict impartiality and shall maintain secrecy with
regard to the proceedings of the Committee of Censors. On taking office
they shall make an affirmation to this effect in writing.
( 5 ) No member of the Committee of Censors shall express an oprmon
regarding his own bills or promissory notes, or regarding bills or promissory
notes of a firm to which he belongs in any capacity.
B. LOANS

Art. 51.-( 1 ) The Bank shall be empowered to grant loans against
collateral for not longer than three months.

( 2 ) The following shall be suitable for collateral :
1 . gold coin and bullion;
2. securities officially quoted on the Vienna Stock Exchange, except
shares of all kinds;
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3. bills of exchange and promissory notes denominated in Austrian
or foreign currency and payable in Austria or abroad within a
period not exceeding six months, and which in other respects
conform to the provisions of Article 48;
4. foreign bills and foreign exchange;
5. warehouse receipts to order issued by officially authorized
warehouses.
( 3 ) The Board of Directors shall determine conditions for granting loans
against gold, bills of exchange and promissory notes and shall specify against
which securities, up to what percentage of their quoted value and, if applica
ble, up to what total amount, loans may be granted. With respect to ware
house receipts to order, the quoted value shall be replaced by the estimated
value or market value of the stored goods.
( 4) The Bank may, without stating a reason, refuse requests for loans
against collateral.

Art. 52.

If a loan is not repaid when due, the Bank shall be entitled,
without consulting the borrower and without judicial proceedings, to sell
the collateral either in whole or in part, for the purpose of obtaining
indemnification, and to hold as non-interest-bearing deposits for the account
of the debtor at his disposal or to entrust to a court at the expense and risk
of the owner any surplus that may remain after full settlement of the Bank's
claim in respect of principal, interest and possible charges or expenses. The
Bank shall, however, not be obligated to proceed to such a sale; and if after
the loan falls due the Bank does not do so, no period of prescription shall
begin in respect of the Bank's claim for principal, interest and possible
charges or expenses.

Art. 53.

The Bank shall regard the holder of collateral certificates issued
by its head office or one of its branches as having the right to effect all
changes in the collateral that are in any way permissible and to redeem
such collateral. The Bank shall not investigate the authenticity of the
required signatures and shall assume no liability for their authenticity.
C. PURCHASE OF SECURITIES ON OPEN MARKET (OPEN MARKET POLICY)

Art. 54.-(

1 ) For purposes of regulating the money market, the Austrian
National Bank may buy and sell on the open market:
(a) fixed-interest-bearing bonds of the Federal Republic, Liinder and
municipalities admitted to official stock exchange dealings; and fixed
interest-bearing bonds guaranteed by any of the aforementioned
entities and admitted to official stock exchange dealings;
( b ) short-term and medium-term interest-bearing or non-interest-bearing
Treasury certificates or Treasury bills of the Federal Republic;
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(c) other fixed-interest-bearing bonds admitted to official stock exchange
dealings and declared eligible by decision of the Board of Directors.
{2) Such purchases shall, however, not serve to provide credit assistance
to the Federal Republic, the Uinder or municipalities contrary to the
provisions of Article 4 1 .
( 3 ) The portfolio o f purchased securities shall not exceed the amount
fixed by the Board of Directors.

(

4) The President of the Bank shall be chairman at meetings of the
Board of Managers at which a decision is to be taken on matters relating
to the purchase or sale of securities in accordance with paragraphs ( 1 ) - ( 3 ) .

(

( 5 ) For the purpose of assessing the value o f securities purchased on the
open market in accordance with paragraph 1 ) of this Article, the provisions
of Article 67 shall not apply. Net profits or losses arising from such
transactions at the end of a financial year shall be credited or debited to
the Federal Republic.
D. FOREIGN BILLS AND FOREIGN EXCHANGE TRANSACTIONS

Art, 55.

The Bank shall be empowered to buy and sell in Austria or
abroad bills of exchange, promissory notes, checks, and drafts payable
abroad, foreign notes and coins, and bills of exchange or promissory notes
payable in Austria but not expressed in Austrian currency; to sell checks
and orders payable abroad; to effect collections and make payments in
foreign countries for account of other parties; to maintain abroad such
assets as are required for the conduct of these lines of business and to effect
transactions that may be necessary for the profitable use of these assets.
E. ACCEPTANCE OF DEPOSITS AND GIRO TRANSACTIONS

Art. 56.�(

1 ) The Bank shall be empowered in accordance with regula
tions to be drawn up by the Board of Managers to accept coined and
uncoined precious metals, money, securities and documents for safekeeping
and securities for management.
(2) If a written request to a depositor to withdraw his deposit meets no
response within fourteen days, the Bank may obtain discharge from the
liability incumbent upon it by entrusting the deposit to a court at the
expense and risk of the owner.

Art. 57.

The Bank shall be empowered to accept cash in Austrian or
foreign currency against cash certificates for fixed or undetermined periods
with or without interest.

Art. 58.�(

1 ) In connection with giro transactions the Bank shall accept
cash on current account without interest.
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( 2 ) The Bank may refuse a request to open a giro account and may,
without stating a reason, give notice to the holder to close an account that
has been opened.

Art, 59.-( 1)

After cover has been provided in advance, the Bank may
certify checks drawn upon itself. The Bank shall thereby be placed under
obligation to make payment on them to the owner. It shall also be liable
for payment to the drawer or to any endorser.
( 2 ) Payment of a certified check may not be refused even if in the
meantime bankruptcy or composition proceedings have been instituted
against the drawer's property. The liability arising from certification shall
cease if the check is not presented for payment within eight days after
having been drawn. With respect to proof of presentation, the provisions
of the Law on Checks shall apply.
( 3 ) Any claim arising from certification shall lapse within two years
after expiration of the period set for presentation.

(

4) The rules governing jurisdiction and procedure in bills of exchange
matters shall apply correspondingly to the enforcement of claims arising out
of certification.

Art.

F. BROKERAGE TRANSACTIONS

Art.

CHAPTER XI. BANK NoTEs

60. The Bank shall be authorized to make collections on a commis
sion basis upon receipt of cash cover; and to purchase for the account of
others and, after they have been delivered, to sell securities of all kinds,
precious metals, foreign bills and foreign exchange.

61.-( 1 ) The Bank shall have the exclusive right to issue bank notes.

( 2 ) The notes of the Bank shall be legal tender and shall be accepted
at their nominal value without limitation, unless the particular monetary
obligation is to be settled in specified means of payment.
( 3 ) The denomination of individual bank notes shall require the
concurrence of the Federal Ministry of Finance.
( 4) The Bank shall seize, against receipt but without compensation, any
counterfeit or altered bank notes (Article 79) that may be discovered.
( 5 ) Before a new form of bank note is issued the B ank shall publish its
precise description in the Amtsblatt zur Wiener Zeitung.

Art.

62.-( 1 ) The note circulation plus liabilities ansmg from giro
transactions and other demand liabilities, that is to say the total circulation,
insofar as it is not covered by the Federal debt and by Federal Treasury
certificates discounted or taken over in accordance with Article 2 (
of the

1)
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Central Bank Transition Amending Law (Bundesgesetzblatt No. 1 22/1946)
and Article 27(2) of the Law for the Protection of the Currency (Bundes
gesetzblatt No. 250/ 1947 ) , shall be fully covered by the following assets:
1. gold coin and bullion;
2. foreign bills and foreign exchange;
3. discounted bills of exchange or promissory and other discounted
securities (Articles 48 and 49) ;
4. loans granted against collateral (Article 5 1 ) ;
5 . purchased bonds, Treasury certificates and Treasury bills (Article 54) ;
6. bills of exchange or promissory notes that are payable within Austria
and are denominated in foreign currency but in other respects conform
to the provisions of Article 48;
7. the Bank's holdings of current Austrian subsidiary coins.
( 2 ) The Austrian National Bank shall maintain a supply of gold and
foreign exchange in such amount as may be required for regulating payment
relations with foreign countries and for maintaining the value of the
currency.

63.-(

Art.
1 ) Notes issued by the Bank that have not been returned to
its vaults shall be deemed to be in circulation.

(2) Bank notes, however, which have been called in and which after
expiration of the period fixed for exchange have not been exchanged shall
be deemed no longer to be in circulation and shall be deducted from the
circulation.
( 3 ) The amount so deducted from the note circulation shall accrue to
the Federal Treasury and shaH be used for redemption of the Federal debt.

Art. 64.-(

1 ) The Bank shall be obligated to exchange its notes at its
head office and its branch offices [Zweiganstalten] for notes of other
categories, as requested by the party presenting them.
(2) Bank notes may not be declared void, nor may any annotation or
prohibition be effected on bank notes.

65.-(

Art.
1 ) The Bank shall exchange parts of bank notes for ones
that are legal tender if the portion of the note presented is larger than half
of a whole bank note or if it is proved that the missing piece of the note has
been destroyed.

( 2 ) The Bank shall not be required to provide any compensation for or
to replace destroyed or lost bank notes; it may also seize without compensa
tion any bank notes that have been altered in their external appearance, in
particular bank notes on which textual additions have been made or that
have been overprinted or overpainted or to which an adhesive matter, stamp
or perforation has been applied. If, however, the Bank by way of exception
exchanges such bank notes, it shall be entitled to charge a sum as compensa
tion for expenses incurred.

©International Monetary Fund. Not for Redistribution

24

AUSTRIA

Art. 66. In connection with the withdrawal from circulation of particular
or of all categories of bank notes, the Board of Directors shall determine
the period after expiration of which the bank notes lose their legal-tender
status. Bank notes so withdrawn may, however, be exchanged for legal
tender at the counters of the Bank within an additional period to be fixed
by the Board of Directors.
CHAPTER XII. ANNUAL STATEMENT OF ACCOUNT AND WEEKLY RETURNS
Art. 67.-( 1 ) The Bank's financial year shall begin on January 1 and end
on December 3 1 .

(2) The balance sheet and profit and loss account shall be drawn up
according to general business principles as at December 3 1 of each year.
On this occasion the securities in the possession of the Bank, other than
those purchased in accordance with Article 54, shall be entered in the
balance sheet at the price current on December 3 1 ; if, however, this price
is higher than the price at which the securities were bought, the latter price
shall be recorded in the balance sheet. Securities purchased on the open
market (Article 54) shall always be entered in the balance sheet at their
purchase price.
Art. 68.-( 1 ) By not later than March 3 1 in the calendar year following
the financial year, the Board of Managers shall present to the Board of
Directors for approval a report on the financial year ended and on the
annual statement of account audited by the Auditors.

(2) Following approval by the Board of Directors, the report and the
annual statement of account shall be submitted to the General Assembly
for approval.
Art. 69.-( 1 ) From the Bank's total earnings for the year, irrespective
of business results, the following amounts shall be deducted and not entered
in the profit and loss account:

(a) the exchange profits accrued during the year as recorded in the books
(that is, the difference between the book value and the buying price
of the foreign currency holdings) ; these profits shall promptly be
allocated to a reserve fund, which shall serve to cover any risks
involved in transactions in gold, foreign bills and foreign exchange;
( b ) income resulting from assets in which the Pension Reserve (that is,
the reserve fund serving to cover the pension rights of persons
employed by the Bank) has been invested and which accrues to said
Pension Reserve;
(c) the amount of interest set aside in accordance with the provisions
concerning re-employment of interest and redemption installments
resulting from reconstruction loans.

©International Monetary Fund. Not for Redistribution

NATIONAL BANK LAW, 1955

25

(2) From the net profits thus ascertained, ten per cent shall be allocated
to the General Reserve Fund and ten per cent to the Pension Reserve. As
soon as the General Reserve Fund has reached ten per cent of the bank note
circulation and the giro liabilities as at December 3 1, and the Pension
Reserve has reached an amount corresponding to the capital required
according to actuarial calculations for covering the pension rights of persons
employed by the Bank, further allocations shall cease.
( 3 ) Of the remaining net profit the Federal Republic shall receive one
third. Out of the remainder the shareholders shall by decision of the
General Assembly receive a dividend of up to six per cent of their share
of the capital. Of the portion which then remains, the Federal Republic
shall receive half and the balance shall be allocated as determined by
decision of the General Assembly.

70.-(

Art.
1 ) The Bank shall publish a statement of its assets and
liabilities as at the seventh, fifteenth, twenty-third and last day of each
month, not later than the seventh working day after these dates (weekly
returns) .

( 2 ) This statement of the Bank's assets and liabilities, intended for
publication, shall contain, on the assets side:
(a) cover in the form of coin and bullion;
( b ) cover in the form of foreign bills and foreign exchange;
(c) holdings of Austrian subsidiary coins;
(d) holdings of discounted bills and promissory notes, and other
discounted securities;
(e) the amount of loans against collateral;
(f) holdings of discounted Federal Treasury certificates and the amount
of loans granted against the securities of such Treasury certificates;
(g) holdings of bonds, Treasury certificates or Treasury bills purchased
in accordance with Article 54;
(h) the debt of the Federal Government;
( i) other assets;
and on the liabilities side :
( a ) capital;
( b ) reserve funds;
( c ) amount of bank notes in circulation;
(d) balances of giro account and other demand liabilities;
( e ) other liabilities.
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71.

CHAPTER XIII. SPECIAL RIGHTS OF THE BANK

Art.
Statutory provisions limiting interest rates shall not be applicable
to the Austrian National Bank.

Art. 72.-( 1)

Transactions under the provisions of Articles 8, 54 and 83
of this Federal Law shall be exempt from taxes on capital transactions.
( 2 ) Transactions carried out and documents issued by the Austrian
National Bank in accordance with Article 2 ( 2 ) of this Federal Law, as well
as transactions carried out and documents issued by the Bank exclusively in
the public interest, shall be exempt from stamp duties and other legal fees.
( 3 ) Operations of the Austrian National Bank under Article 56( 1 ) and
Article 60 of this Federal Law shall be exempt from the turnover tax.
( 4 ) The B ank shall, moreover, be completely exempt from paying postal
charges in respect of cash sent between its offices, branches and agencies or
in connection with business transacted with government or other public cash
departments or offices.

Art. 73.

The books of the Bank and excerpts from these books bearing
the Bank's signature shall have the same evidentiary force as public
documents.

74.-( 1)

Art.
The Bank shall give information about secuntJes it has
issued and about money or securities deposited with it only to their owners.

( 2 ) The Bank shall not be obligated to give information about credits it
has granted.
( 3 ) The right of courts [ordentliche Gerichte] or other authorities to
require information on the basis of the laws in force shall not be affected by
the foregoing provisions.

Art, 75.-( 1)

Actions against the Bank may be brought only at the
Commercial Court in Vienna.
( 2 ) For the purpose of annulling securities or other documents issued
by the B ank, the Provincial Court for Civil Cases in Vienna shall have
jurisdiction.

Art. 76.- (1)

Rights of garnishment, lien or execution in respect of cash
or securities deposited with the Bank or claims against the Bank may be
granted only without prejudice to any rights of the Bank to these assets.
( 2 ) I f such rights are asserted, the Bank shall be entitled to deposit in
court the cash or securities or the amount of the claim at the expense of the
owner or of the party having a claim.
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( 3) If the owner of cash or securities deposited with the Bank is decl a red
bankrupt or has died, it shall be incumbent on the person representing the
estate of the bankrupt or deceased to inform the Bank thereof through the
appropriate court and to notify the Bank of the persons who are authorized
to dispose of said cash and securities. Failing such communication the Bank
shall not be liable for any damage caused to the estate of the bankrupt or
deceased.

( 4) If delivery of cash or secunt1es deposited with the Bank has been
made contingent on the return of documents issued in connection with them,
such cash or securities shall in all cases, even to judicially authorized outside
parties, be delivered only against the surrender of such documents.

Art. 77.-( 1 ) The Bank shall have an unconditional preferential right to
use cash, bills of exchange and other valuables in its possession in the
settlement of its claims or as collateral for such claims.

( 2 ) The Bank shall enjoy this preferential right not only in respect of
such cash, bills and other valuables as have been delivered to it for the
purpose of securing its claims, but without exception in respect of all
movable property of the debtor which has come into the possession of the
Bank at any time or for any purpose.
( 3 ) The Bank shall be entitled, without authorization by or intervention
of any court, to use in payment to itself in a manner it may deem suitable
the proceeds of the above-mentioned settlements, even independently of any
solvency proceedings which have been instituted in respect of the funds of
the debtor; and the Bank may not be impeded or hindered in the exercise
of this preferential right by any claim of any other party, not even by owner
ship claims or other previously acquired rights, if the bank has accepted cash,
bills of exchange or other valuables as property belonging to the debtor and
if the aforesaid ownership or other claims were not clearly recognizable at
the time of such acceptance.
( 4 ) This preferential right accorded to the Bank shall not apply to
minimum deposits pursuant to Article 43.
CHAPTER XIV. LIQUIDATION OF THE BANK

Art. 78.-( 1 ) The Austrian National Bank may be liquidated only by
Federal Law.

(2) In case of liquidation, the shareholders shall be reimbursed for the
paid-up capital. The remaining assets and liabilities of the Bank shall be
transferred to the agency charged with carrying on central banking functions.
( 3 ) A closing balance sheet shall be drawn up at the date the Bank is
taken over.
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CHAPTER XV. PENAL PROVISIONS
Art. 79. Counterfeiting or altering notes issued by the Austrian National
Bank shall be punishable as the crime of forging public credit documents;
counterfeiting or altering all other documents issued by the Bank shall be
punishable as equivalent to counterfeiting or altering public documents in
accordance with the provisions of the penal laws.

Art.
I ) Anyone who without authorization of the Austrian
National Bank makes or distributes copies of its bank notes or objects
resembling the notes of the Bank, and anyone who without authorization
of the Austrian National Bank makes or acquires plates, dies or other
technical devices that are exclusively or primarily intended for making such
objects, shall, if the act does not constitute the crime of forging public credit
documents ( Article 7 9 ) or any other act carrying a more severe penalty, be
punishable by the district administrative authority, or, in the jurisdiction of
a Federal police authority, by the latter, with a fine of up to thirty thousand
schillings or imprisonment of up to four weeks. The materials that are the
object of the punishable act shall be declared forfeit. Businessmen may
furthermore have their trade licenses revoked.
I 2) Authorization in accordance with paragraph
may be granted if
the respective copies, objects or devices are of such a nature that there is
no reason to anticipate that, in normal circumstances and with average
vigilance, they may be confused with bank notes or improperly used.

80.-(

(1)

Art.
1 ) Any person who puts into circulation or accepts monetary
instruments [Geldzeichen], such as emergency money [Notgeld], non-interest
bearing bonds, or money orders payable to bearer, shall, if the act is not by
virtue of another provision subject to more severe penalties, be guilty of a
misdemeanor and �11bject to a fine of up to one hundred thousand schillings;
if, however, the normal monetary or material value of the documents which
have been put into cir�ulation exceeds ten thousand schillings, the fine shall
be up to ten times their nominal value. Documents which constitute the
object of the punishable act shall be declared forfeit.
( 2) If it is not possible to prosecute or sentence a particular person, the
R atskammer, on the motion of the public prosecutor, shall independently
adjudicate the forfeiture by judicial order. The parties concerned shall have
the right to appeal such a judicial order (Article 1 1 4 of the Code of Criminal
Procedure ) .
I 3 ) Prosecution shall take place only a t the instigation of the Austrian
National Bank. Once such instigation has been made, no further motion by
the Bank is necessary to put into motion the independent forfeiture
procedure (paragraph (2) of this Article) .
( 4) The Provincial Court for Penal Cases in Vienna shall have exclusive
jurisdiction in carrying out the penal procedure and the independent
forfeiture procedure.

81.-(

©International Monetary Fund. Not for Redistribution

NATIONAL BANK LAW, 1955

29

CHAPTEII. XVI. TRANSITIONAL AND CONCLUDING PROVISIONS

82.-(

[Art.
1 ) To facilitate the financing of investment projects con
nected with implementation of the European Recovery Program, the
Austrian National Bank may discount and use as note cover finance bills
issued for this purpose and maturing within three months, up to such total
amounts as the Federal Republic has placed at the Bank's disposal for this
purpose by way of deduction from the Federal debt. To this amount may
be added the interest received on the above-mentioned bills, provided that
the interest so received is used to finance further investment projects.
( 2 ) Such bills shall bear the signature of at least the borrowing enterprise
and a credit enterprise approved for that purpose by the Austrian National
Bank and shall furthermore be guaranteed by the Federal Republic. The
discounting of these bills may be prolonged until such time as the credit
granted has been repaid or converted into some other form.] 5

Art. 83.-( 1 ) Holders of shares of the Austrian National Bank that have
not been converted in accordance with the Ordinance of April 23, 1 9 3 8
(Reichsgesetzblatt I, page 405 ) into four and a half per cent Treasury bonds
of the German Reich shall receive a sum of five hundred schillings a share
against the surrender of such shares at the Austrian National Bank.
( 2 ) An increase in assets resulting from compensation payments for
shares surrendered in accordance with paragraph ( 1 ) shall not be subject
to taxes on income and earnings.

84.-(

Art.
1 ) Subscriptions to capital in accordance with Article 9 and
the first appointments in the sense of Articles 23, 24 and 25 of this Federal
Law shall be made by October 3 1 , 1 955. Following that date, but not later
than December 3 1 , 1 955, a General Assembly shall be held which shall
elect six members of the Board of Directors ( Article 1 8 ) , and four Auditors
for the purpose of auditing the annual statement of account (including the
annual balance sheet) for the financial year 1 956. The first regular General
Assembly shall take place in 1 957.
(2) Not later than the end of January 1 956 the Board of Directors
appointed in accordance with the Central Bank Transition Law (Staatsge
setzblatt No. 45/ 1 945) shall decide on the annual statement of account
(including the annual balance sheet) for the financial year 1955 and the
5 The authority of the Austrian National Bank to extend credit through
the discounting of finance bills [Finanzwechsel] for the purposes set forth
in Art. 82 of this Law has been terminated by virtue of Art. 3 ( 1 ) (e) of the
ERP Funds Law of June 1 3 , 1 962 (Bundesgesetzblatt No. 207/ 1 962 ) . Under
Art. 1 ( 1 ) of that Law, the ERP Fonds was established with juridical
all properties and rights which had accrued
personality. Under Art. 3
to the Federal Government as a result of the European Recovery Program
were transferred to the ERP Fonds as of the time the Law entered into force.
Under Art. 3 (2 ) , the ceiling for credits by the ERP Fonds was fixed at

(I),

s 4,705,404,000.
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allocation of net profits. The provisions of Article 69 shall not be applicable
to the determination or distribution of net profits for that financial year.
( 3 ) After a decision on the annual statement of account has been taken
and the net profit for the financial year 1 955 has been allocated, the term
of office of the President, the Vice-Presidents, and the members of the Board
of Directors who were appointed in accordance with the Central Bank
Transition Law shall end, and the term of office of officials appointed for
the first time and elected by virtue of the present Federal Law shall begin.

Art. 85.

With the coming into force of this Federal Law the previous
Statutes of the Austrian National Bank and the provisions of Chapter 11 of
the Central Bank Transition Law (Staatsgesetzblatt No. 45/ 1945 ) , except
Article 4, shall cease to have effect.

Art. 86.

The Federal Ministry of Finance shall be entrusted with
implementing this Federal Law.

The Central Bank Transition Law, 1945

1

CHAPTER I

The Austrian National Bank, which as a result of the forcible annexation
of Austria by the German Reich was deprived of its gold and foreign
exchange reserves and was put out of action during the period of annexation
through the transfer of its holdings to the German Reichsbank, has by virtue
of Austria's declaration of independence been reactivated.
CHAPTER li

2

[Since as a result of the state of war the existing Statutes of the Austrian
National Bank cannot remain in force unaltered until the restoration of
peace and their legal revision by the coming Parliament, the Provisional
Government, by way of amendment of the existing Statutes, hereby enacts
Gesetz vom 3. Juli 1 945 tiber die einstweilige Neuordnung der Oester
reichischen Nationalbank (Notenbank-Dberleitungsgesetz) , Nr. 45; Law of
July 3, 1 945 for the Interim Reorganization of the Austrian National Bank
(Central Bank Transition Law) . The Law entered into force on July 5,
1 945. In the version published here, the word Chapter (Chap. ) corresponds
to the word A rtikel, and the word Article (Art.) to the sign §, in the
Austrian text. Also, references to "existing Statutes" are to the Satzungen
der Oesterreichischen Nationalbank, which were issued as an Annex to Law
No. 823 of 1 922.
2 Chap. 11 is published here as a matter of historical interest, although
it was, except for Art. 4, repealed by virtue of Art. 85 of the National Bank
Law, 1 955. The repealed provisions are enclosed in brackets.
1
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the following interim regulations regarding the legal status of the Austrian
National Bank.]
[Art. I.
reorganized
Provisional
Finance are

2.

The administration of the Austrian National Bank shall be
in such a manner that the President on the proposal of the
Government and his Deputy on the proposal of the Office for
appointed by the Chancellor.]

[Art.
The Board of Directors shall be composed of nine members
eligible to vote, who shall be appointed by the Chancellor on the proposal
of the Provisional Government with due regard to representing predominant
interests in the nation's economy. It shall be presided over by the President,
and if he is unable to do so, by the Vice-President.]
[Art. 3.-( 1 ) The Board of Directors shall decide the basic principles
of the Austrian National Bank's credit policy and shall supervise their
observance. It shall draft new Statutes and present them as a bill to the
Provisional Government. In doing so it shall take into consideration the
extension of the National Bank's influence on the control and supervision
of credit brought about by the requirements of the postwar economy.]
[ ( 2 ) Resolutions of the Board of Directors shall immediately be
submitted to the Provisional Government.]
Art. 4.-( 1 ) The Austrian National Bank shall take over the portion of
the bank note circulation and demand liabilities of the German Reichsbank
declared by Jaw to be Austrian circulating media.
( 2 ) It shall take over all assets of the German Reichsbank located in
Austrian territory. It shall moreover be empowered to assert all claims
arising from the removal of cash reserves and other assets of the Austrian
National Bank as well as from the fact that liquidation of the Austrian
National Bank was undertaken contrary to Jaw.
( 3 ) The Austrian National Bank shall be responsible for liabilities other
than those mentioned in paragraph ( 1 ) of branches of the German Reichs
bank located in Austrian territory only if and insofar as satisfaction of its
claims on the German Reich and the German Reichsbank results in an
excess of cover of the liabilities specified in paragraph ( 1 ) or insofar as
this is ordered by law.

( 4) As cover for the liabilities to be assumed under paragraph ( 1 ) the
Austrian National Bank shall be empowered to include in its assets for the
time being a claim of equal amount on the German Reichsbank.
[Art. 5.-( 1 ) Until the final Statutes of the Austrian National Bank have
been drawn up, the amount of bank notes and other demand liabilities to
be taken over in accordance with Art. 4 ( 1 ) may not be exceeded.]
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[(2) As soon as the amount of the liabilities to be assumed has been
established, the B ank shall begin publishing weekly returns. These returns
shall show on the liabilities side only the amount of bank notes in circulation
and the demand liabilities, and on the assets side only the amount of assets
serving as note cover.]

[Art. 6.

The current financial year of the Austrian National Bank shall
run from May 1 , 1 945 to December 3 1 , 1 946. As soon as possible, and not
later than October 1 , 1 945, the Austrian National Bank shall submit a
budget for this financial period to the Office for Finance and shall obtain
approval for it. To the extent that approved items of expenditure in the
budget are not covered by the Bank's own business earnings, the deficits
shall be covered by advances from the Government. Advances made in this
manner shall be settled at the time of the legal reorganization of the central
bank (Chapter Il) . The profit and loss account drawn up at the close of
this financial period shall be audited by auditors appointed by the Office for
Finance. It shall require approval of the Office for Finance. Any surpluses
resulting shall be carried forward to new accounts.]

[Art.

7.- ( 1 ) Transfers of assets of the German Reichsbank to the
Austrian National Bank shall be made free of tax. The necessary entries
in the official register of deeds shall be made by the courts on application
by the Austrian National Bank.]

[

(2 ) The Austrian National Bank shall have the right to reconvert into
offices dwellings established after March 12, 1 9 3 8 on premises taken over
by it and devoted to the conduct of its business, and to terminate leases as
required for this purpose.]
CHAPTER Ill

All laws, ordinances and other regulations relating to central banking
matters promulgated for the Austrian territory by the Government of the
German Reich since March 1 2, 1938 are hereby repealed : in particular the
Law on the German Reichsbank of June 15, 1 93 9 (Reichsgesetzblatt I, page
1 0 15 ) ; the Ordinance on the Taking Over by the German Reichsbank of the
Austrian National Bank of March 17, 1938 (Reichsgesetzblatt I, page 254 ) ;
the Implementing Regulation on the Introduction of the Reichsmark
Currency into Austria and on the Taking Over by the Reichsbank of the
Austrian National Bank of April 23, 1938 (Reichsgesetzblatt I, page 405 ) ;
and the Second Implementing Regulation on the Taking Over by the Reichs
bank of the Austrian National Bank of October 12, 1 938 (Reichsgesetz
blatt I, page 1 4 19 ) .
CHAPTER IV

The Provisional Government shall be entrusted with implementing this
Law.
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The Central Bank Transition Amendin� Law, 1946 1
The Central Bank Transition Law (Staatsgesetzblatt No. 45/ 1 94 5 ) and
the Central Bank Statutes are hereby amended by the following provisions:
Art. 1.-( 1 ) On the basis of its Statutes and in accordance with the
provisions of the Schilling Law (Staatsgesetzblatt No. 2 3 1 / 1 945 ) , the
Austrian National Bank shall issue bank notes in schilling currency. Upon
the introduction of accounting in schillings, demand liabilities existing at the
Austrian National Bank and its branches shall be carried as schilling liabili
ties of the Austrian National Bank. Blocking orders applying to such
liabilities shall not be affected by this provision.
( 2 ) As cover for its bank notes that are issued in conformity with the
provisions of the Schilling Law and for demand liabilities that in accordance
with paragraph ( 1 ) have to be carried as schilling liabilities of the Austrian
National Bank, the Austrian National Bank shall be empowered to include
in its assets a claim of equal amount on the Federal Treasury of the Republic
of Austria. The Bank shall be under obligation to reduce this claim each
time by the amount accruing to it as a result of assertion of its claims under
Chapter II, Art. 4 (2 ) , of the Central Bank Transition Law, insofar as this
results in an increase in the assets eligible as cover for notes of the Bank.

2.-(

Art.
1 ) The amount of bank notes to be issued pursuant to the
Schilling Law may be exceeded only by amounts of bank notes arising from :

(a) the conduct of business permitted by the Central Bank Statutes
( Article 57 and following) , provided that assets resulting therefrom
are eligible note cover under Article 86 of the Statutes, and
( b ) such amounts as are requested by the Federal Ministry of Finance
from the Austrian National Bank for the purpose of meeting the
occupying powers' requirements for means of payment. The Austrian
National Bank shall increase its claim on the Federal Treasury
(Article 1 ) by these amounts. The amount of the claim thus arising
shall be shown by the Bank as a separate item.
- - ------------

1

Bundesgesetz vom 1 3 . Juni 1 946, womit Bestimmungen des Notenbank
Dberleitungsgesetzes und der Notenbanksatzungen abgeandert werden
(Notenbanki.iberleitungsgesetz-Novelle) , Nr. 1 22; Federal Law of June 1 3 ,
1 946 Amending Certain Provisions o f the Central Bank Transition Law and
the Central Bank Statutes (Central Bank Transition Amending Law ) . The
Law entered into force on August 1 1, 1 946. In the version published here,
the word Article (Art.) corresponds to the sign § in the Austrian text. Also,
references to "Central Bank Statutes" or to "Statutes" are to the Satzungen
der Oesterreichischen Nationalbank, which were issued as an annex to Law
No. 823 of 1 922.

©International Monetary Fund. Not for Redistribution

34

AUSTRIA

( 2 ) Pending the legal reorganization of the Central Bank (Chapter II of
the Central Bank Transition Law ) , Articles 85, 87 and 88 of the Central
Bank Statutes shall cease to have effect.
Art. 3. The Federal Ministry of Finance shall be entrusted with
implementing this Federal Law.

The Rules and Regulations for the
Board of Directors of the National Bank, 1956 1
SECTION I. B OARD OF DIRECTORS

Art. I . The Board of Directors-consisting of the President, two Vice
Presidents, and eleven other members-shall as a rule be convened once a
month by the President.

At the written request of four members of the Board of Directors or
at the request of the General Manager or the State Commissioner, a meeting
of the Board of Directors shall be called within eight days (Art. 1 4 ( 2 ) ,
NBL ) .

2.

Art.
All members o f the Board o f Directors, a s well a s the State
Commissioner, shall be invited to meetings of the Board by registered or
personally delivered letter containing the agenda (Art. 28 ( 3 ) , NBL ) .

Invitations shall a s a rule b e sent out eight days before a meeting o f the
Board of Directors is to be held. In urgent cases invitations may be sent by
cable, teleprint or telephone, at the latest forty-eight hours before the
meeting is to be held.
Art. 3. The agenda shall be drawn up by the General Manager with the
approval of the President and, where the second paragraph of Article 1
applies, shall give consideration to the written request of the Directors
or the State Commissioner. Proposals to change the National Bank's
discount rate and its interest rate on loans may not be included in the
agenda.

The order in which items of business come up for discussion shall be
decided by the President.
The Board of Directors may also deliberate on and take decisions on
matters that are not listed on the agenda. A decision on such matters1 Geschaftsordnung fiir den Generalrat.
Adopted at the meeting of the
Board of Directors on February 22, 1956. In the version published here
(amended through December 1960 ) , the word Section corresponds to the
word A bschnitt, and the word Article (Art. ) to the sign §, in the Austrian
text. Also, the initials NBL have been used as an abbreviation for the
National Bank Law, 1955.
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except on changing the National Bank's discount rate or its interest rate on
loans-shall, however, be postponed until the next meeting if the chairman,
three Directors, or the General Manager request it. In that case the matter
in question shall be included in the agenda of the following meeting, which,
if at least four Directors so request, shall be held within the next eight days.

Art. 4.

The General Manager and the other members of the Board of
Managers shall attend the meetings of the Board of Directors in an advisory
capacity. The Board of Managers may, through the General Manager, make
motions of any kind to the Board of Directors (Art. 3 2 ( 2 ) , NBL ) .
I f unable t o attend, the General Manager shall b e represented b y the
Deputy General Manager or, in the latter's absence, by the member of the
Board of Managers with the highest seniority (Art. 34 ( 3 ) , NBL) .

Art. 5.

Meetings of the Board of Directors shall be presided over by
the President, or the Vice-President representing him. If the President and
both Vice-Presidents are unable to attend, the member of the Board of
Directors most senior in age shall preside (Art. 29 ( 1 ) , NBL ) .
A member of the Board o f Directors may have himself represented by
another member. Such authorization shall be given in writing for each
individual meeting. A member of the Board of Directors may not represent
more than two votes in addition to his own (Art. 29( 2 ) , NBL ) .
The Board o f Directors shall constitute a quorum i f all its members have
been notified of the meeting in due time and when, in addition to the
chairman, at least eight members are present or represented (Art. 29 ( 3 ) ,
NBL ) .

Art. 6.

The Board o f Directors shall adopt decisions b y an absolute
majority of votes [absolute Stimmenmehrheit]. In case of a tie, the chairman
shall have the deciding vote (Art. 29 ( 4 ) , NBL ) .

Art.

7 . Members o f the Board o f Directors shall have the right a t any
time to submit motions to a meeting and, by exercising the power of
supervision vested in the Board of Directors pursuant to Article 20 of the
National Bank Law, 1 955, to request clarification from the President or the
General Manager regarding the conduct or state of the Bank's business and
details of its management. The President and the General Manager shall
be obligated to provide such clarification.
The weekly returns and announcements of the Board of Managers of
the Bank shall be distributed, as soon as they are issued, to all members
of the Board of Directors.

Art.

8. The State Commissioner shall attend the meetings of the Board of
Directors in an advisory capacity. He shall have the right to raise objections
to decisions of the Board of Directors if he considers that a decision is
inconsistent with existing legislation (Art. 45, NBL) .
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Art. 9. The Staff Council and the Workers' Council of the Bank shall
each be entitled to send one representative from among their members to
attend proceedings of the Board of Directors dealing with personnel matters
relating to the professional and nonprofessional staff. These representatives
shall, in the exercise of their functions, have the same rights and duties as
members of the Board of Directors. However, each shall be entitled to vote
only on matters relating to the section of the staff that he represents
( Art. 22(5 ) , NBL ) .

10.

Art.
Minutes shall b e kept o f meetings o f the Board of Directors, in
which shall be recorded the names of members of the Board of Directors
present or represented and the decisions taken. Every member of the Board
of Directors present and the State Commissioner shall be entitled to have
an opinion dissenting from the majority decision recorded in the minutes
( Art. 30( 1 ) , NBL) .

The minutes shall be signed by the chairman and the General Manager,
and by the State Commissioner if he attended the meeting (Art. 30(2 ) ,
NBL) ; they shall b e made available at the next meeting for examination
by the members of the Board of Directors.
Art. l l . No member of the Board of Directors shall be permitted to take
part in decisions that especially or to a large extent affect his person or an
enterprise in which he holds an interest or in the management of which he
participates in any way.

Members of the Board of Directors shall follow closely the provisions of
the National Bank Law, 1 955; continuously ensure that the responsibilities
of the Bank are carried out; and maintain secrecy regarding negotiations
and arrangements that concern the Bank and especially regarding all its
transactions.

12.

Art,
The sphere of competence of the Board of Directors shall extend
to all matters enumerated in Article 2 1 of the National Bank Law, 1 955. In
addition, it shall be especially incumbent upon it:

(a) to convene the General Meeting of Shareholders and draw up its
agenda (Art. 1 0 , NBL ) ;
( b ) to grant special premiums or bonuses and also to give subsidies to
employees of the Bank or their survivors insofar as the yearly pay
ment to the employee ( survivor) exceeds the equivalent of three
months' salary;
(c) to decide on matters involving an objection by the President to a
decision of the Board of Managers (Art. 23 ( 3 ) , NBL) .
The Board of Directors may, within its sphere of competence, issue to
the Board of Managers the directives it deems useful and shall supervise
and ensure their implementation. It may also leave matters falling within
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its sphere of competence to be decided and acted upon by the Board of
Managers directly.

Art. 13.

The Board of Directors may refer matters reserved for its
decision to preliminary consideration by or independent decision of sub
committees composed of members chosen from among its own members.
The subcommittees shall report to the Board of Directors.

Art. 14.

In connection with the issue of bank notes and shares of the
Austrian National Bank, the President shall in each case decide which
Director shall be invited to sign.

Art. 15.

The Board of Managers shall report periodically, as a rule once
a month, through the General Manager to the Board of Directors on the
conduct and state of the Bank's business; the situation in the money, capital
and foreign exchange markets; important occurrences in the business sector;
all events of importance for judging the monetary and economic situation;
arrangements made for controlling the entire conduct of the Bank's business;
and any other significant events affecting the operations of the Bank (Art.
20, NBL) .

Art, 16.

SECTION 11. PRESIDENT

The President shall supervise the implementation of the decisions
and directives of the Board of Directors and shall on behalf of the Board
regularly supervise the administration of the Bank's assets and the entire
conduct of its business (Art. 23 ( 3 ) , NBL) .
For the purpose of this supervision, the President shall determine what
information regarding the Bank's conduct of its business is to be submitted
to him either regularly or in particular cases.
Moreover, all measures and instructions which implement the decisions
of the Board of Directors shall, before being carried out, be submitted to
the President for examination. In cases to be indicated by him, the President
may also request that the relevant documents be submitted to him for
examination.
He shall furthermore be kept constantly informed through reports by the
General Manager and the Managers of the course of day-to-day business
and of all events of significance, and his approval shall regularly be sought
with respect to every course of action the Bank is to follow in the field of
credit and monetary policy.
If unable to carry out his duties, the President shall be represented in all
his functions by the First Vice-President, and in the latter's absence, by the
Second Vice-President (Art. 2 3 ( 4 ) , NBL ) .
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Art. 17. It shall be reserved for the President:
1. to grant leave to members of the Board of Managers, if such leave
exceeds six weeks within one year;
2. to suspend officials of the Bank appointed by the Board of Directors.
If the suspension has not been reversed within eight days, disciplinary
action shall be instituted.
Art. 18. Disciplinary action against members of the Board of Managers
or against their deputies shall be instituted by the Board of Directors at the
request of the President. For the purpose of carrying out such disciplinary
action the Board of Directors shall appoint a committee, upon whose
recommendation it shall take further decisions.

For disciplinary action against the General Manager the committee shall
be composed of four members of the Board of Directors; for disciplinary
action against other members of the Board of Managers or their deputies
it shall be composed of two members of the Board of Directors and two
members of the Board of Managers.
SECTION Ill.

EXECUTIVE COMMITTEE

Art. 19. If in matters that are reserved for decision by the Board of
Directors it becomes evident that action is urgently needed, such action may
be taken by decision of an Executive Commitee composed of the President,
the two Vice-Presidents, the General Manager and the Deputy General
Manager (Art. 3 1 ( 1 ) , NBL ) .
Art. 20. The Executive Committee shall b e convened b y the President
if in his opinion the conditions referred to in Article 1 9 exist or if another
member of the Executive Committee requests the President to convene it.

Depending on the urgency of the matters to be discussed, the President
shall set the time for meetings of the Executive Committee so as to enable
all members of the Committee to attend, except for those who, for personal
reasons, may be unable to be present at the meeting.
Art. 21. All members of the Executive Committee shall be invited to its
meetings. According to the urgency, invitations may be sent by telephone,
cable, messenger or word of mouth. An announcement of the purpose of
the meeting shall accompany the invitation.
Art. 22.
Committee.

The President shall preside at meetings of the Executive

The Executive Committee shall constitute a quorum when at least the
President and one Vice-President, or both Vice-Presidents and the General
Manager or the Deputy General Manager, are present. Members who are

©International Monetary Fund. Not for Redistribution

BOARD OF DIRECTORS: RULES AND REGULATIONS

39

absent may not be represented by proxy at meetings of the Executive
Committee.
Art. 23. Decisions of the Executive Committee shall be adopted by a
majority of votes of the members present. Each member shall have only
one vote. In case of a tie, the proposals before the Committee shall be
regarded as having been rejected.
Art. 24. On the motion of the President or of the member at whose
request the meeting was called, the Executive Committee shall first decide,
upon presentation of the matter to be discussed, whether the matter is to
be subject to the decision of the Executive Committee. If so, the Committee
shall then proceed to decide on the matter itself.

25.

Art.
Minutes shall be kept of Executive Committee meetings. They
shall be signed by all persons taking part in the meeting. Every member
present shall be entitled to have recorded in the minutes an opinion
dissenting from the decision of the Committee.
Art. 26. Decisions adopted by the Executive Committee shall be made
known to the Board of Directors at its next ordinary meeting. The Board
of Directors shall be entitled to adopt a new decision on the matter
(Art. 3 1 ( 2 ) , NBL ) .

27.

SECTION IV.

FINAL PROVISION

Art.
The provisions of these Rules and Regulations may, in con
formity with the provisions of the National Bank Law, 1 955, be changed
at any time by the Board of Directors. Proposals suggesting changes in the
Rules and Regulations shall be brought to the attention of the members of
the Board of Directors in their precise wording, at least eight days before a
decision on the matter is to be taken.
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The Rules and Regulations for the
Board of Managers of the National Bank, 1956 1
SECTION I. BOARD OF MANAGERS

Art. I. The Board of Managers shall consist of the General Manager,
the Deputy General Manager and at least two but not more than four
Managers (Art. 3 3 ( 1 ) , NBL) .
Art. 2 . The Board of Managers shall represent the Bank both in courts
of law and extrajudicially (Art. 32(5 ) , NBL ) .

The Board o f Managers shall conduct the entire operation o f the Bank
and shall manage its business in conformity with the provisions of the
National Bank Law, 1 955, and the directives issued by the Board of
Directors. It shall take decisions independently on all matters relating to
operation and management that are not reserved for decision by the Board
of Directors (Art. 32( 1 ) , NBL ) .
Art. 3 . After being reported o n by the competent Manager, the following
shall be reserved for decision by the Board of Managers :

1 . all matters that because of their importance and prime significance
are not left to be dealt with by the competent Manager;
2. matters that are to be submitted to the Board of Directors for its
decision (proposals pursuant to Article 4 of these Rules and
Regulations) ;
3. opening and closing sub-offices for discount transactions (Art. 32( 3 ) ,
NBL ) ;
4 . all matters o f principle concerning employment, appointment, promo
tion, retirement, resignation and dismissal of the Bank's staff, provided
that these are not reserved for the Board of Directors;
5. instituting disciplinary investigations against staff members of the
Bank, provided that this is not reserved for the Board of Directors,
and taking all measures which as a result of the investigation prove
to be necessary;
6. the purchase and sale of securities on the open mar:...et (Art. 54, NBL)
in conformity with the relevant directives issued by the Board of
Directors;

------ - - -

------

------- ----

1

Geschaftsordnung ftir das Direktorium. Adopted at the meeting of the
Board of Directors on February 22, 1 956. In the version published here
(amended through December 1960 ) , the word Section corresponds to the
word A bschnitt, and the word Article (Art.) to the sign §, in the Austrian
text. Also, the initials NBL have been used as an abbreviation for the
National Bank Law, 1 955.

©International Monetary Fund. Not for Redistribution

BOARD OF MANAGERS : RULES AND REGULATIONS

41

7. establishment of rules for the acceptance of deposits and for giro
transactions and other aspects of the Bank's business activities;
8. granting special premiums or bonuses and giving subsidies to
individual employees of the Bank or their survivors, if the yearly
payment to the employee (survivor) does not exceed the equivalent
of three months' salary;
9. contributions to charitable and nonprofit organizations and expendi
tures for special purposes in an amount exceeding five thousand
schillings in each individual case;
10. all matters that the Board of Directors in each individual case has
left to the Board of Managers to decide and deal with;
1 1 . all matters with respect to the handling of which there exists a
difference of opinion between the General Manager and the competent
Manager.
Art. 4. The Board of Managers shall report to the Board of Directors
periodically, as a rule once a month, on the conduct and state of the Bank's
business; the situation in the money, capital and foreign exchange markets;
important occurrences in the business sector; all events of importance for
judging the monetary and economic situation; arrangements made for
controlling the entire conduct of the Bank's business; and any other
significant events affecting the Bank's operation (Art. 20, NBL ) . It shall
also submit to the Board of Directors at its request any additional reports
that may be asked of it (Art. 32(2 ) , NBL ) .

The Managing Director shall report t o the President o n the more
important matters assigned to the Board of Managers. The President may
in turn stipulate that the matter be decided at a meeting of the Board of
Managers presided over by him.
The Board of Managers shall be authorized to submit, through the
General Manager, motions of any kind to the Board of Directors (Art. 32
( 2 ) , NBL) . The General Manager shall, however, inform the President of
such motion in due time before the meeting of the Board of Directors
(Art. 34(2) , NBL) .
A t the latest b y March 3 1 i n the calendar year following the end of the
financial year, the Board of Managers, in conformity with Article 68 ( 1 ) of
the National Bank Law, 1 955, shall submit to the Board of Directors for
approval an annual report covering the financial year ended and an audited
rendering of accounts together with proposals for the distribution of profits.
Art. 5. The Board of Managers shall meet whenever necessary. The
meetings shall be convened at short notice by the General Manager and
presided over by him. Managers who are unable to attend shall be
represented by their deputies.
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The President and the Vice-Presidents shall have the right to attend the
meetings of the Board of Managers. Should the President attend, he shall
act as chairman. If he is unable to attend (Art. 2 3 ( 4 ) , NBL) his place shall
be taken by the First Vice-President and, should the latter also be unable
to attend, by the Second Vice-President.

Art.

6. The Board of Managers shall constitute a quorum if the chairman
and at least two members are present.

Each member of the Board of Managers or in his absence his deputy shall
have one vote.
In case of a tie at a meeting presided over by the General Manager, the
deciding vote shall be that of the General Manager. At a meeting in which
the President or his representative acts as chairman, the chairman shall vote
only in case of a tie (Art. 36 ( 3 ) , NBL ) .
Meetings o f the Board of Managers at which decisions are to be taken
with respect to the purchase or sale of securities on the open market
pursuant to Article 54 of the National Bank Law, 1 955, shall be presided
over by the President or, if he is unable to be present, by a Vice-President.

Art.

7. The President may raise objections to decisions of the Board of
Managers on matters concerning the conduct of the day-to-day business and
internal administration of the Bank. If no agreement can be reached
between the President and the Board of Managers, the matter shall be
submitted to the Board of Directors for decision (Art. 23 ( 3 ) , NBL ) .
Objections raised b y the President shall have a delaying effect. The Board
of Directors shall be convened as soon as possible.

Art,

8. At all meetings of the Board of Managers at which decisions are
to be taken, a record shall be kept of the decisions taken. The minutes shall
be signed by the members of the office of the President attending the meeting
and by the members of the Board of Managers or their deputies who are
present.

Art.

9. The members of the Board of Managers shall be obligated to
attend conscientiously and to the best of their ability to the transactions and
responsibilities which are assigned to them, and to carry out all operations
so as to enable the Bank to perform the functions entrusted to it under the
National Bank Law, 1 955 (Art. 3 3 ( 2 ) , NBL) . When taking up their
functions, the Managers shall make an affirmation by handshake before
the President to perform their duties and shall sign the document attesting
to their affirmation, the wording of which shall be prescribed by the Board
of Directors.

©International Monetary Fund. Not for Redistribution

BOARD OF MANAGERS : RULES AND REGULATIONS

43

SECTION IJ. GENERAL MANAGER

Art. 10. The General Manager shall assume supreme direction of all
aspects of the Bank's business. He shall make reports at meetings of the
Board of Directors and shall submit to the Board of Directors proposals by
the Board of Managers on those matters which arc reserved for decision by
the Board of Directors (Art. 34( 1 ) , NBL ) .

The General Manager shall be informed immediately by the competent
Manager of all important occurrences in the management of the Bank. All
documents of importance for judging the conduct of the Bank's business
shall be presented to him.
The following information in particular shall be presented to the General
Manager:
(a) a daily statement on the volume ( increase and decrease ) of the
Bank's assets employed in discount and lending transactions;
( b ) a daily statement on the liabilities of the major banks and bankers
in discount transactions;
(c) a daily statement on purchases and sales of foreign exchange;
(d) at least once a week, a statement on the use of the Bank's assets in
foreign currency and exchange transactions showing not only the total
amounts in various currencies but also the manner of investment, the
interest rates and any cover the Bank may have received;
(e) a statement on purchases and sales of securities on the open market.
For the purpose of supervising the conduct of business, all mail addressed
to the Board of Managers and the Board of Directors shall be submitted to
the General Manager for examination before being forwarded to the various
departments. Important communications shall be submitted to the General
Manager for examination before mailing.
Art. l l . The following in particular shall be reserved for the General
Manager:

1. approving or taking cognizance of all matters that are to be submitted
to the President or the Vice-Presidents;
2. directing work in connection with drawing up the balance sheet and
the profit and loss accounts and preparing speeches to be given at the
General Assembly of Shareholders;
3. instigating the carrying out of decisions made by the Board of
Directors;
4. approving all Bank announcements that are to be published;

5. approving or taking cognizance of all important general directives to
banks and departments;
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6. approving all transactions that are of particular importance with
respect to the amount of money involved, or from the standpoint of
monetary and foreign exchange policy, or because of the risk entailed
in the transaction, or in view of the unusual amount of credit to
individual firms or persons involved, or because provisions contained
in the agreements connected with the transaction differ from the usual
practice;

7. granting special premiums and bonuses and giving subsidies to
employees or their survivors, if the payment does not exceed the
equivalent of one month's salary a year;
8. granting leave to members of the Board of Managers, so long as this
does not exceed six weeks in a year.

Furthermore, the General Manager may at any time require that
particular business transactions or other matters handled by the Managers
themselves shall receive his approval.
Art. 12. The General Manager, if he is unable to carry out his duties,
shall be represented in all his functions by the Deputy General Manager or,
in the latter's absence, by the member of the Board of Managers with the
highest seniority (Art. 3 4 ( 3 ) , NBL) .
SECTION Ill. DEPARTMENTS OF THE BOARD OF MANAGERS
Art. 13. Insofar as, pursuant to the above provisions, a decision by the
Board of Managers or the approval of the General Manager is not required,
each Manager shall independently resolve matters falling within his sphere
of competence.

The Managers shall see to it that all matters to be submitted to the
General Manager or otherwise of importance to him are brought to the
attention of the General Manager or his Deputy. No action may be taken
on such matters without the knowledge or approval of the General Manager.
The Managers or their deputies shall be responsible to the General Manager
in this respect and shall otherwise keep him informed of the conduct of
business and all occurrences of importance.
Art. 14. For the purpose of carrying out the business of the Board of
Managers there shall be six departments, of which each or several together
shall be under the direction of one member of the Board of Managers.

These departments shall be :
Department I (Personnel Policy, Notes and Cash ) : in charge of personnel
matters; the presses for printing securities, including presses for its own use;
the cash office for bank notes and coins; all matters relating to the branch
offices [Zweiganstalten] that by their nature do not clearly fall within the
sphere of competence of another department; and furthermore all functions
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devolving upon this department in personnel questions that come within the
scope of the Central Inspectorate.
Department li (Department of Administration and Organization): in
charge of general services; all matters of administration; the welfare services
provided by the Bank; all organizational matters affecting the Bank's
relations with other institutions; and also all matters of internal organization
devolving upon this department that come within the scope of the Central
Inspectorate.
Department Ill ( Legal Department) : in charge of legal matters, including
questions involving taxes and fees; assisting with respect to organizational
measures; drafting and approving contracts; adopting a position with regard
to draft legislation; relations with the courts and the authorities, with the
President's office, and with the Board of Directors and the General Assembly
of Shareholders.
Department IV ( Credit Department) : in charge of discount, lending and
giro transactions; credits, including those under the European Recovery
Program; credit control; and minimum deposits.
Department V (Banking Department ) : in charge of transactions in foreign
exchange, foreign notes and coins and securities; carrying out open market
operations; representation on the stock exchange; business dealings with the
Government; exchange control; and payments and clearing transactions with
foreign countries.
Department VI (Economic Department): in charge of economic matters,
statistics and publications; observation of the domestic and foreign econo
mies; analyzing the policies of foreign central banks; matters of international
cooperation in the monetary field; and administration of the library.
The section within the Economic Department which observes the policies
of foreign central banks and world economic trends shall be primarily
responsible for assisting the Deputy General Manager in charge of the
special field of foreign central bank policy.
The Central Inspectorate shall come directly under the General Manager.
In matters of personnel policy the General Manager shall, however, transfer
this administrative function to Department I and, as regards questions of
internal organization, to Department 11. The Central Inspectorate shall keep
Departments I and 11 informed on all matters. The General Manager's final
decision shall be sought only if there exists a difference of opinion between
Departments I and 11 on matters affecting them both.

Art. 15.

The Central Bookkeeping Service shall come directly under the
General Manager. The branch offices in each particular area shall come
under the competent department of the Board of Managers.
Correspondence and all documents of the Board of M anagers, including
instructions to banks and departments, shall as a rule be signed by the
General Manager and one other member of the Board of Managers, who
shall be the Manager in whose sphere of competence the matter falls.

©International Monetary Fund. Not for Redistribution

46

AUSTRIA
SECTION IV. FINAL PROVISION

Art. 1 6. The provisions of these Rules and Regulations may be revised
at any time by the Board of Directors in conformity with the provisions of
the National Bank Law, 1 955. Proposals concerning changes in the Rules
and Regulations shall be brought to the notice of the Board of Directors in
due time, and in their precise wording, eight days before the decision in
question is to be taken.

The Federal Constitution 1
ARTICLE 4
( 1 ) The Federal territory shall constitute a uniform currency, economic
and customs area.

ARTICLE 1 0
( 1 ) The Federation shall have powers o f legislation and implementation
in respect of the following matters :

5. Money; credit; commodity exchanges; stock exchanges; banking;
weights and measures; standards and hallmarking.

Banking Legislation
NoTE : -There is no general Banking Law in force in Austria at
present, the Kreditlenkungsgesetz (Staatsgesetzblatt No. 43/ 1 945 )
having been repealed by virtue of Art. 28 ( 3 ) of the European
Recovery Program ( ERP ) Funds Law (Bundesgesetzsblatt No.
207/ 1 962 ) . However, Articles 1 and 2 of the Banking Law of
September 25, 1 939, as amended, which the German authorities
applied in the territory of Austria during the period 1 939 to 1 945,
are still technically in force (see below) and Arts. 1 and 4 of the
Reconstruction Law, 1 955, relating to banks, savings banks, and
1 Bundes-Verfassungsgesetz of October 1 , 1920, as amended in 1925 and
1 929.
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building and loan associations, are in force (pp. 48-49, below ) .
I n addition, the ERP Funds Law, 1 962, contains several provisions
affecting credit institutions. Responsibility for supervision and
inspection of banks is vested in the Federal Ministry of Finance
by virtue of Arts. 2 and 3 of the Agencies Transition Law
(Staatsgesetzblatt No. 94/ 1 945 ) .

THE BANKING LAW, 1 9 39 '
Art, 1.-( 1 ) The provisions of this Law shall be applicable to all
enterprises that are engaged in domestic banking or savings transactions
( credit institutions) . Banking or savings transactions are, in particular, the
following :

(a) the acceptance and delivery of sums of money regardless of whether
or not interest is paid;
( b ) the purchase and sale of securities for others;
( c ) the safekeeping and administration of securities for others (deposit
transactions) ;
(d) the undertaking of liability for and extending of guarantees to third
parties, provided that such transactions are not carried out by
insurance companies.
( 2 ) Included under credit institutions shall be giro banks, giro associa
tions, central giro institutions and other establishments that offer clearing
services.
( 3 ) The Minister for Economic Affairs [Federal Ministry of Finance]
shall be authorized to designate other kinds of transactions through the
carrying out of which an enterprise becomes a credit institution pursuant
to this Law.
( 4 ) In case of doubt, the Minister for Economic Affairs [Federal Ministry
of Finance] shall decide whether an enterprise is to be regarded as a credit
institution. He shall be authorized to make exceptions in individual cases
or with respect to particular kinds of transactions. His decision shall be
binding on the courts and administrative authorities.

1 Gesetz ilber das Kreditwesen of September 25, 1939 (Reichsgesetzblatt
I, page 1 955) as rendered in the Law of July 23, 1940 ( Reichsgesetzblatt
I, page 1 047 ) and the Ordinance of September 1 8, 1 944 (Reichsgesetzblatt
I, page 2 1 1 ) . In this version of Arts. 1 and 2 ( which are the only provi
sions of the Law that are still in force ) , the word Article (Art . ) corresponds
to the sign § in the Austrian text. Also, where there are references to insti
tutions and officers whose functions are now exercised by Austrian insti
tutions and officers, the latter are indicated in brackets.
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Art. 2.-( 1 ) The provisions of this Law shall not be applicable to:

(a) the German National Bank [Austrian National Bank];
( b ) the German Gold Discount Bank; •
(c) the German National Post Office [Austrian Postal and Telegraph
Administration and Austrian Postal Savings Institution] and its offices
and locations;
(d) enterprises that in conformity with the Public Utility Ordinance
(Part Seven, Chapter Ill, of the Ordinance of the Reichspdisident for
Safeguarding the Economy and Finances of December 1 , 1 930Reichsgesetzblatt I, pages 5 1 7, 593 ) are regarded as public housing
enterprises or as enterprises that implement the Government's
housing policy, provided that such enterprises are not primarily
engaged in banking transactions of the kind referred to in Article 1 ;
(e) enterprises engaged in providing chattel mortgage loans;
(f) private building and loan associations and business enterprises that
are or are to be placed on the same footing under Article 1 12,
paragraph 2, of the Law on the Supervision of Private Insurance
Companies and Savings and Loan Associations of June 6, 1 9 3 1
(Reichsgesetzblatt I , page 3 1 5 ) a s rendered i n the Law o f March 5 ,
1 937 (Reichsgesetzblatt I, page 269 ) and the Second Implementing
Ordinance of the Law Relating to Shares of November 1 9, 1937
(Reichsgesetzblatt I, page 1 300) ; and public building and loan
associations.
( 2 ) The provisions of this Law shall, however, be applicable to enter
prises of the kind referred to in paragraph ( 1 ) (d) and (f) of this Article
insofar as, in addition to their customary business activity, they are engaged
in transactions of the kind referred to in Article 1 . In case of doubt, the
Minister for Economic Affairs [Federal Ministry of Finance] shall decide
whether the provisions of this Law are applicable to such enterprises.

THE RECONSTRUCTION LAW, 1 955 3

Art. 1.-( 1 ) Credit institutions in the meaning of this Law are domestic
enterprises authorized to engage in banking, savings, or building and loan
transactions [Bauspargeschiiften].
2

This bank has been liquidated.
Bundesgesetz vom 8. September 1955 zur OrJnung Jer wirtschaftlichcn
und finanziellen Lage der Kreditunternehmungen (Rekonstruktionsgesetz) ,
Nr. 183; Federal Law of September 8 , 1 955 Regulating the Economic and
Financial Position of Credit Institutions (Reconstruction Law ) . The Law
entered into force on September 24, 1 955. In this version of Arts. 1 and 4
(which are the only articles of the Law that are still in force) , the word
Article (Art.) corresponds to the sign § in the Austrian text.
•
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(2) The provisions of this Law shall not apply to :
1 . the Austrian National Bank,

Art.

2. the Austrian Postal Savings Institution.

4.-( 1 ) For satisfying certified claims pursuant to Article 3 against
the Federal Treasury, the Federal Ministry of Finance shall issue Federal
bonds in three series to credit institutions. Series I shall be given to
enterprises in process of liquidation (Article 9 ) ; Series II shall be given
to other credit institutions in the amount of twenty per cent of that part
of their certified claims pursuant to Article 3 which exceeds their assets.
Series Ill shall be used to satisfy all other certified claims pursuant to
Article 3 .
(2) Credit institutions shall enter i n their balance sheet, a t their nominal
value, their claims against the Federal Treasury. They may sell these claims
only at their nominal value to credit institutions, the Austrian National
Bank • and the Austrian Postal Savings Institution and may use them as
security only at these institutions. The Federal Ministry of Finance may
grant exemption from this provision if the situation in the money and capital
markets so permits.
( 3 ) The Austrian National Bank may use Federal bonds issued pursuant
to paragraph ( 1 ) as security for loans. Loans granted against such security
shall be included in the cover for the note issue.•

The Monetary Unit :

A

Note

The basic monetary unit of Austria is the schilling.
By virtue of Art. 3 ( 1 ) of the Law of November 30, 1 945
(Staatsgesetzblatt No. 23 1 / 1 945 ) , the schilling was introduced as
the sole unit of account with effect from December 2 1 , 1 945. For
additional information on the legal and factual status of the schil
ling as unit of account and money of payment in Austria, see Rene
Sedillot, Toutes les monnaies du monde: Dictionnaire des changes
(Paris, 1 95 5 ) , pp. 475-476, and Alfred Schwarzer, Osterreichisches
Wiihrungs- und Devisenrecht ( Vienna, 1 957 ) , pp. 1 - 1 1 .
Par Value. With effect from May 4, 1 953, Austria agreed with
the International Monetary Fund on an initial par value for the
schilling of 0.034 1 796 gram of fine gold per schilling or 26 schil
Iings per U.S. dollar.
•

The Austrian National Bank may buy such bonds only pursuant to
Art. 54 of the National Bank Law, 1 955.
• This paragraph supplements the provision contained in Art. 62( 1 ) ,
item 4 , of the National Bank Law, 1 955.
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The Subsidiary Coins Law, 1963 1
Art. 1 .-( 1 ) The Federal Ministry of Finance is authorized to mint and
put into circulation subsidiary coins as follows:

(a) coins of nonprecious metals in denominations of 1, 2, 5, 1 0, 20 and
50 groschen (g) and 1 , 2 and 5 schillings (S) ;
( b ) silver coins in denominations of 5, 1 0, 20, 25 and 50 schillings.
( 2 ) The composition, dimensions and form of the coins shall be
determined by the Federal Ministry of Finance by ordinance.
( 3 ) The value of the coins in circulation may not exceed 350 schillings
for each member of the population.
Art. 2.-( 1 ) The coins are to be minted for the account of the Federal
Government and are to be put into circulation by the Austrian National
Bank. The Austrian National Bank is to pay the Federal Government the
full nominal value.

( 2 ) If there is an accumulation at the Austrian National Bank of one
type of coin the total amount of which during a six-month period continually
exceeds 1 5 per cent of the coins of this type in circulation, the Austrian
National Bank is authorized to charge to the Federal Government the
amount of coins of the type concerned which at the end of the last month
exceeded 15 per cent and to take them into special custody or to return
them to the Federal Government. If at the end of a month the supply of
the coin in question is less than 1 5 per cent, the supply is to be replenished
against payment pursuant to paragraph ( 1 ) .
Art. 3.-( 1 ) At all cash offices of the Federal Government and of other
[sic] territorial administrative bodies as well as of their enterprises, coins in
denominations of 1 to 5 groschen are to be accepted in payment up to a
total amount of 2 schillings, coins of 1 0 and 20 groschen up to a total of
20 schillings, coins of 50 groschen and 1 schilling up to a total of 50 schil
lings and coins of other denominations without limit.

( 2 ) On request and taking into account the funds on hand, the coins are
to be exchanged against bank notes by the Federal cash offices.
( 3 ) At the cash offices of the Austrian National Bank the coins are to
be accepted in payment or in exchange against bank notes without limitation.
Bundesgesetz vom 4. Juli 1 963 Uber die Auspdigung und Ausgabe von
Scheidemlinzen ( Scheidemiinzengesetz 1 963 ) , Nr. 178; Federal Law of
July 4, 1 963 Concerning the Minting and Issue of Subsidiary Coins
(Subsidiary Coins Law, 1 963 ) . The Law entered into force on July 27,
1 963. In the version published here, the word Article (Art.) corresponds
to the sign § in the Austrian text.
1
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(4 ) In private transactions, coins in denominations of 1 to 5 groschen are
to be accepted in payment up to a total amount of 1 schilling, coins of
10 and 20 groschen up to a total of 10 schillings, coins of 50 groschen and
1 schilling up to a total of 25 schillings and other denominations without
limit as to amount.
Art. 4.-( 1 ) Coins that as a result of prolonged circulation show
evidence of considerable wear with respect to weight and recognizability
are to be accepted in payment or exchanged by the cash offices of the
Federal Government, of other [sic] territorial administrative bodies, or of
the Austrian National Bank; but they are subsequently to be submitted for
exchange to the mint at the expense of the Federal Government.

( 2 ) Coins that in a manner other than as a result of normal circulation
have diminished in weight, have been made unrecognizable, or have
otherwise been noticeably changed lose their legal-tender status. If such
coins come into the possession of cash offices of the Federal Government,
of other [sic] territorial administrative bodies, or of the Austrian National
Bank they are to be sent to the mint for exchange. If such coins are
surrendered they are to be collected against a receipt and sent to the mint
for exchange for the account of the party surrendering them. The mint is
authorized to levy a service charge for the exchange. Counterfeit coins are
to be collected against a receipt but without compensation by the cash offices
and are to be sent to the mint.

Art. 5.

The Federal Ministry of Finance is authorized by virtue of this
Federal Law to withdraw from circulation coins that have been issued. The
terminal date for surrender is to be determined by ordinance.
Art. 6. The Subsidiary Coin Law, 1953 (Bundesgesetzblatt No. 64/ 1 953 ) ,
and the Silver Coin Law (Bundesgesetzblatt No. 63/ 1 9 55 ) , as set forth in
Federal Laws No. 1 09 of 1 958, No. 53 of 1 959, and No. 1 32 of 1 960, are
repealed. For coins issued by virtue of these Federal Laws, the provisions of
the Subsidiary Coin Law, 1 963, apply analogously.
Art. 7. The Federal Ministry of Finance is charged with the implementa
tion of this Federal Law.

Bretton Woods Agreements : A Note
Austria's membership in the International Monetary Fund
is based on ( 1 ) the approval of Austria's adherence to the
Articles of Agreement of the International Monetary Fund by the
Nationalrat on July 7, 1 948 and ( 2 ) the formal statement of the
President of Austria, dated August 23, 1 948, accepting the Articles
of Agreement and pledging conscientious performance of their
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provisions. The instrument of acceptance was deposited on behalf
of Austria at the U .S. Department of State in Washington on
August 27, 1 948. The Articles of Agreement were published, in
English and German, in the Bundesgesetzblatt of June 4, 1 949 (as
No. 1 05 / 1 949 ) , together with the above-mentioned statement of
the President.
Austria's initial quobt in the Fund, US$50 million, was increased
to US$75 million with effect from October 1 3 , 1 959, and to
US$ 1 75 million with effect from March 25, 1 966 (pursuant to
Resolutions of the Board of Governors of the Fund Nos. 1 4-1 and
2 0-7, respectively ) .
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Publication of Statutes and Regulations

Statutes, regulations, and other official notifications are pub
lished in French and Flemish in the Moniteur beige, which appears
daily. In addition there appears monthly, in separate French and
Flemish editions, Pasinomie: Collection complete des lois, arretes
et reglements generaux qui peuvent etre invoques en Belgique.
For a consolidated edition of the French versions of statutes,
decrees, and other measures relating to central banking, banking,
and money, see Fernand Baudhuin, Code economique et financier,
2nd ed. (Brussels, 1 9 54 ) , 2 vols. and 1 964 Supplement.

58

©International Monetary Fund. Not for Redistribution

The Organic Law of the National Bank, 1939

1

NoTE : -The National Bank of Belgium (Banque Nationale de
Belgique) was established in 1 850 by virtue of a Law of May 5 ,
1 85 0 which conferred the privilege o f note issue o n the Bank.
The Bank is presently governed by Royal Decree No. 29 of
August 24, 1 939 as modified by amendments adopted in 1 944,
1 948, 1 957, and 1 959, often referred to as the Organic Law of the
National Bank of Belgium.

Art. 1.

The National Bank of Belgium, established by the Law of
May 5, 1850 and extended by the Laws of May 20, 1872, March 26, 1 900,
and February 26, 1926, by the Royal Decree of October 25, 1 926 issued
in implementation of the Law of July 1 6, 1 926 and by the Royal Decree
of July 23, 1937 issued in implementation of the Law of June 1 0, 1937,
shall henceforth be governed by the following provisions.

Art. 2.

The head office of the Bank shall be in Brussels.
The Bank shall establish branches or agencies in the principal towns of
judicial districts and, in addition, in the localities of the territory of the
Belgian-Luxembourg Economic Union where the need is found to exist, in
agreement with the government concerned.
A discount office or committee shall be attached to each agency in the
localities where the government concerned considers it necessary, after
the opinion of the Council of Regency of the Bank has been heard.

Art.
Art. 4.

3. The Bank's charter shall expire on December 3 1, 1988.

1

No bank of issue may be established except by law.

The full title in French is Arrete royal du 24 aout 1 9 3 9 (n' 29) relatif

a l'activite, !'organisation et les attributions de la Banque Nationale de

Belgique, pris en execution de la loi du 1er mai 1939 (art. } er, l h ) , modifie
par Ies arretes-lois du 1 er mai 1 944 ( n' 5 ) et du 5 septembre 1 944 et par
les Iois du 28 juillet 1 948, du 1 2 avril 1 957 et du 19 juin 1 959. ln English
the full title is Royal Decree of August 24, 1939 (No. 29) Concerning the
Activity, Organization and Powers of the National Bank of Belgium, Issued
in Implementation of the Law of May 1, 1 9 3 9 (Art. 1 , 1 /z ) , as Modified by
the Decree-Laws of May 1, 1 944 (No. 5) and September 5, 1 944 and by
the Laws of July 28, 1 948, April 12, 1 957 and June 19, 1 959.
For the consolidated text in French, see the pamphlet edition, Loi
, published by the Banque Nationale de Belgique
organique, statuts,
in 1 960.
.

.

.
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Art. 5. The capital of the Bank shall be four hundred million francs,
divided into four hundred thousand registered or bearer shares of one
thousand francs each.
Two hundred thousand of these shares shall be subscribed by the State at
par for the face value; they shall be registered and nontransferable.
Article 76 of the coordinated laws on commercial companies is not
applicable to the voting right attached to shares of the National Bank of
Belgium.
Art. 6. The reserve fund shall be for the purpose of:

( 1 ) Making good losses on capital stock.
(2) Supplying any shortfall in the annual profit up to a dividend of
six per cent of the capital.
Upon expiration of the Bank's right of issue, the State shall have a
priority claim to one fifth of the reserve fund. The remaining four fifths
shall be distributed among all the shareholders.
Art. 7. The Bank shall issue bearer notes. The amount of notes in cir
culation shall be represented by easily realizable assets.
The Bank must have a reserve in gold equal to at least one third of the
amount of its sight liabilities.
Art. 8. The design and the text of the notes to be issued shall be sub
mitted by the Bank for the approval of the Minister of Finance.
Absence of approval cannot be invoked by or against third parties.
The text shall be worded in French and Flemish.
Art. 9. Whenever a type of bank note is replaced or withdrawn, the
Bank shall pay to the Treasury, on expiration of the period established in
each case by special agreement, the value of the notes of that type which
have not been presented for reimbursement.
Notes whose value has been paid to the Treasury shall be deducted
from the amount of currency in circulation; any of these notes which are
presented later at the counters of the Bank shall be reimbursed for the
account of the Treasury.
Art. 10. The notes shall be payable on demand at the offices of the Bank
in Brussels.
Reimbursement of the notes at provincial agencies may be deferred
until these agencies have received the necessary funds.
The Government shall accept notes of the Bank in payment at pay
offices of the State.
Art. l l. The operations of the Bank shall comprise :

( 1 ) Discounting, buying and transferring drafts and other bills relating to
commercial transactions.
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For the purposes of this provision, purchases and sales made b y or to
farmers of cattle, agricultural implements, fertilizer, seed, crops and, in
general, merchandise and commodities pertaining to the performance of
their business are also considered commercial transactions.
( 2 ) Rediscounting abroad credit instruments in its portfolio; pledging
these credit instruments; guaranteeing the payment of these credit instru
ments or of the discounts and advances pertaining thereto; acquiring assets
or obtaining credits abroad and carrying out exchange operations in foreign
markets.
( 3 ) Discounting, buying and transferring short- or medium-term securities
issued or guaranteed by the Belgian State or the Grand Duchy of Luxem
bourg, or issued by institutions whose liabilities are guaranteed by the
Belgian State.
( 4) Dealing in gold and silver at its counters or through agents.
( 5 ) Making advance of funds against gold or silver bars or coins.
( 6 ) Assuming responsibility for the collection of credit instruments.
( 7 ) Receiving sums on current account and credit instruments, precious
metals and gold and silver coins in custody.
( 8 ) Making advances on current account and short-term loans secured
by short-, medium- or long-term public securities issued or guaranteed
by the Belgian State or the Grand Duchy of Luxembourg, and preferred
shares of the Belgian National Railway Company which have been issued
publicly, and this within the limits and conditions determined by the
Council of Regency.
( 9 ) Buying and selling national long-term public securities quoted on
the Stock Exchange.
Art. 12. The Bank may not engage in operations other than those pro
vided for in Article 1 1 .
However, on authorization of the Minister of Finance, the Bank may
acquire securities representing the capital of financial institutions governed
by special legal provisions or placed under the guarantee or control
of the State and the Bank for International Settlements; but the total of
these securities may not exceed an amount equivalent to its capital,
reserves and amortization accounts.
The Bank may also acquire the real estate strictly necessary for the
exercise of its functions or the well-being of its staff.
Art. 13. Pending further measures, the amount of the portfolio held by
the Bank as a result of operations carried out in conformity with Article
1 1 ( 3 ) and ( 9 ) may not exceed a limit which shall be fixed by agreements
between the Minister of Finance and the National Bank, with the con
currence of the Council of Regency. These agreements shall be approved
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by the Council of Ministers and published within eight days in the
Moniteur beige. They are exempt from stamp and registration duties.
Art. 14. The Bank may acquire, in addition, national public securi
ties up to an amount equal to its capital, reserves and amortization accounts.
Art. 15. The restrictions with regard to public securities do not refer to
securities guaranteeing the execution of the Bank's obligations in respect
of pensions.
Art. 16. Public securities held by the Bank may be entered in the
accounts at their buying price if this is equal to or less than the redemption
price.

7.

Art. 1
The Bank shall act as Government Cashier subject to the con
ditions determined by law.
It may be made responsible, subject to the conditions determined by the
Minister of Finance, for operations involving the issue and conversion of
national short-, medium- and long-term public securities.
Art. 18. The Bank shall act on behalf of the General Savings and Pension
Fund in conformity with the laws on the subject and the agreements
concluded with that institution.
It may also, on authorization of the Minister of Finance, act on behalf
of other financial institutions governed by special legal provisions or
placed under the guarantee or control of the State, in conformity with
agreements concluded with these institutions.
Art. 19. The Bank may carry out all operations designed to facilitate
transfers of funds.
Art. 20. The profit to the Bank resulting from the difference between
interest at three per cent and the rate of interest collected on its
discounts, advances and loans shall accrue to the State.
The proceeds of national public securities acquired by the Bank may be
included in the distributable profits only up to a rate of three and a half
per cent, any remainder being paid to the reserves or the amortization
accounts.
This provision does not apply to securities acquired as capital, as
reserves or on amortization account, the proceeds of which are at the
free disposal of the Bank.
Nor does it apply to securities guaranteeing the execution of the Bank's
pension obligations.

A first dividend of six per cent to the shareholders.

At·t. 21. The annual profit shall be distributed as follows :

(1)
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(2) Of the remainder:
( a ) ten per cent to reserves;
( b ) eight per cent to the staff or to institutions in its favor.
( 3 ) From the surplus, the following allocations are to be made :
(a) one fifth to the State;
( b ) an amount to the shareholders making it possible to grant
them a second dividend to be determined by the Council of
Regency;
(c) the balance to reserve.
Art. 22. The Bank shall be directed by a Governor and administered
by a Board of Directors assisted by a Council of Regency. It shall be
supervised by a Board of Censors. There shall be, in addition, a General
Council.
There shall also be, at the head office, a Discount Committee, the
composition and role of which shall be determined by the By-Laws.
Art. 23. The Board of Directors shall be presided over by the Governor
and shall include, in addition to him, at least three and not more than
six directors, one of whom is designated by the King to replace the Gover
nor in case the latter is unable to attend. He bears the title of Vice
Governor.
The powers of the Board of Directors shall be set forth in the By-Laws.
The Council of Regency shall be composed of the Governor, the
directors and ten regents.
The Council of Regency shall deliberate on questions within its pur
view under the present Decree or the By-Laws and on general questions
pertaining to the Bank, money, credit and the economic development of the
country.
The Board of Censors shall be composed of eight to ten members.
The Governor, the directors, the regents and the censors form the
General Council. This Council shall deliberate on questions within its
purview under the present Decree and the By-Laws.
Art. 24. The Governor shall be appointed by the King for a term of five
years.
The directors shall be appointed by the King for a term of six years,
on the proposal of the Council of Regency.
The regents and censors shall be elected for a term of three years by the
General Meeting of Shareholders.
As to the election of censors, Article 76 of the coordinated laws on
commercial companies shall be applicable.
Three regents shall be proposed by the Minister of Finance.
Two regents shall be chosen from among the executives of financial
institutions of public interest.
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Two regents shall be chosen on the proposal of the organizations most
representative of labor.
Three regents shall be chosen on the proposal of the organizations most
representative of industry, commerce and agriculture.
The methods of proposing candidates shall be determined by a Royal
Decree deliberated in Council of Ministers.
The censors shall be chosen from among persons especially qualified
in the field of financial supervision.
Regents and censors shall not be required to provide statutory bond.
The terms of the Governor, directors, regents and censors may be
renewed.
Art. 25. The Governor, the Vice-Governor and the directors shall receive
remuneration fixed by the General Council, without sharing in the profits.
The regents shall receive attendance fees and, if appropriate, a travel
allowance; the censors shall receive an allowance. The amount of these
remunerations shall be fixed by the General Council.
Art. 26. Members of the Legislative Chambers may not hold the office
of Governor, Vice-Governor, director, regent or censor.
Candidates for the Legislative Chambers who are elected while they are
holding one of the aforementioned offices may not take the oath of office
until they have resigned those offices.
Art. 27. The Governor, the Vice-Governor and the directors may not be
members of the boards of any commercial company or company which is
commercial in form, with the exception of financial institutions governed by
special legal provisions or placed under the guarantee or control of the State
and international financial institutions established under agreements to
which Belgium is a party.
However, acceptance of such functions shall be subject to approval by
the Minister of Finance.
Regents and censors may not perform any function whatever in a bank
established in one of the forms referred to in Article 8 of [Royal] Decree
No. 1 85 of July 9, 1 935.
The same incompatibility shall obtain where persons perform any
function whatever in a commercial company or a company commercial
in form which holds directly or indirectly twenty-five per cent of the
capital of one of the banks referred to in the preceding paragraph.
Regents and censors may not be members of a discount office of the
Bank.
Art. 28. The order in which directors, regents and censors are to leave
office shall be governed by the By-Laws.
The terms of regents and censors shall expire when they reach the age
of sixty-seven years.
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However, by authorization of the Minister of Finance, they may com
plete their current term.
In no case may regents and censors remain in office beyond the age of
seventy years.
Art. 29. The Minister of Finance shall have the right to control all the
Bank's operations. He may oppose the execution of any measure which
would be contrary to the law, the By-Laws or the interests of the State.
This control shall be entrusted to a Government Commissioner.
Art. 30. The Government Commissioner shall be appointed by the King.
He shall supervise all the Bank's operations. He shall suspend, and report
to the Minister of Finance, any decision that would be contrary to the laws,
the By-Laws or the interests of the State.
If the Minister of Finance has not given any instructions within eight
days of the act of suspension, the decision may be put into effect.
The Government Commissioner shall report annually to the Minister
of Finance on his work.
The salary of the Government Commissioner shall be fixed by the
Minister of Finance in agreement with the administration of the Bank.
It shall be paid by the Bank, as shall also the fees of any technicians
appointed as experts to assist the Commissioner.
Art. 31. The Governor shall send to the Minister of Finance each week a
comparative statement of the Bank's position for the current week and the
preceding week.
This statement, whose form shall be approved by the Minister of
Finance, shall be published in the Moniteur beige.
The balance sheet, the profit and loss account and the statement of
distribution of profits, prepared as of December 3 1 of each year, shall be
published in the same way.
Art. 32. The National Bank and its branches, agencies and offices shall
obey the statutory provisions on the use of languages in administrative
matters.
Art. 33. [Repealed]
Art. 34. [Repealed]
Art. 35. The By-Laws of the Bank shall be adapted to the present pro
visions.
They shall be submitted to the King for approval.
If the General Meeting of Shareholders, called to decide upon amend
ments to the By-Laws as a result of the above provisions, does not
represent the portion of capital prescribed in Article 90 of the By-Laws in
force at the time of the promulgation of the present Decree, a new meeting
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shall be called, which shall decide validly in conformity with Article 70 of
the coordinated Jaws on companies.
Art. 36. The present Decree replaces the Royal Decree of July 23, 1937
and shall come into force on the day of its publication [August 26, 1 939].
Art. 37. [Repealed]

II
Art. 38. The following shall be published quarterly:

( 1 ) A statement by the Treasury of short-, medium- and long-term
debt as of March 3 1 , June 30, September 30 and December 3 1 .
( 2 ) A statement by the Bank o f its holdings o f short-, medium- and
long-term public securities as of the same dates.
These statements shall be published for the first time as of December 3 1 ,
1 939.
III
Art. 39. Our Minister of Finance is charged with the execution of the
present Decree.

The By-Laws of the National Bank, 1939
CHAPTER

1

I. CoNsTITUTION

Art. I . The National Bank of Belgium, established as a joint-stock
company, instituted under the Law of May 5, 1 8 50, and extended under
the Laws of May 20, 1 872, March 26, 1 900, and February 26, 1 926, and

-----�---------- �----- ------

1 The full title in French is Statuts adoptes par l'assemblee generate
extraordinaire du 23 septembre 1939 ( approuves par arrete royal du
2 octobre 1939 ) ; modifies par l'assemblee generale extraordinaire du
3 novembre 1 944 ( modifications approuvees par arrete du Regent du 24 jan
vier 1 945 ) , par l'assemblee generale extraordinaire du 13 septembre 1 948
(texte approuve par arrete du Regent du 13 septembre 1 948 ) , par l'assemblee
generale extraordinaire du 27 mai 1 957 (modifications approuvees par arrete
royal du 1 er octobre 1957) et par l'assemblee generale extraordinaire du
29 juillet 1 95 9 ( modifications approuvees par arrete royal du 29 juillet
1 959 ) . In English the full title is By-Laws Adopted by the Extraordinary
General Meeting of Shareholders of September 23, 1 9 3 9 (Approved by
Royal Decree of October 2, 1939 ) ; Amended by the Extraordinary General
Meeting of Shareholders of November 3, 1 944 (Amendments Approved by
the Regent's Decree of January 24, 1 945 ) , by the Extraordinary General
Meeting of Shareholders of September 1 3 , 1 948 (Text Approved by the
Regent's Decree of September 1 3 , 1 948 ) , by the Extraordinary General
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the Royal Decrees of October 25, 1 926 and July 23, 1 937, issued
respectively in pursuance of the Laws of July 16, 1 926 and June 1 0,
1 937, shall henceforth be governed by the provisions of Royal Decree
No. 29 of August 24, 1 939, issued in pursuance of the Law of May 1 ,
1 9 3 9 as amended by Decree-Law No. 5 of May 1 , 1 944 and the Decree
Law of September 5, 1 944, by the Laws of July 28, 1 948, April 12, 1 957,
and June 19, 1 95 9 and by the present By-Laws.
Its head office shall be in Brussels.
Art. 2. The Bank shall establish branches or agencies in the principal
towns of judicial districts and, in addition, in the localities of the territory
of the Belgian-Luxembourg Economic Union where the need is found to
exist, in agreement with the government concerned.
Art. 3. A discount office or committee shall be attached to each agency
in the localities where the government concerned considers it necessary,
after the opinion of the Council of Regency of the Bank has been heard.
Art. 4. The Bank's charter shall expire on December 3 1 , 1 988.
Art. 5. The Bank shall be dissolved automatically if the losses shown on
its balance sheet exceed one half of the capital stock.
In any other case, dissolution before the term fixed by law may take
place only with the consent of the Government and by a decision of a
majority of three fourths of the shareholders assembled at a General
Meeting and possessing at least one half of the shares.
In case of dissolution, whether on the expiration of the term or before
term, the Meeting shall appoint liquidators and shall determine their powers,
as well as the method of procedure, in conformity with the general law.
CHAPTER II. CAPITAL AND RESERVE

Art. 6. The capital stock shall be four hundred million francs, divided
into four hundred thousand shares of one thousand francs each, of which
two hundred thousand, registered and nontransferable, shall be subscribed
by the Belgian State and two hundred thousand shall be registered or
bearer shares.
The signatures to be affixed to the shares may be affixed by means of a
stamp.

Meeting of Shareholders of May 27, 1 957 ( Amendments Approved by
Royal Decree of October 1 , 1957) and by the Extraordinary General Meeting
of Shareholders of July 29, 1 95 9 ( Amendments Approved by Royal Decree
of July 29, 1959 ) .
For the consolidated text i n French, see the pamphlet edition, Loi
organique, statuts, . . . , published by the Banque Nationale de Belgique
in 1 960.
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Art. 7. Each share shall provide the right to a proportional and equal
part in the ownership of the Bank's assets and in the distribution of its
profits.
Art. 8. The rights and obligations attached to a share shall follow the
title of ownership, into whatever hands it may pass.
The share shall be indivisible vis-a-vis the Bank, which shall recognize
only one owner for each share.
If more than one party has an interest in a share, the Bank may suspend
the exercise of the rights pertaining to such share until a sole person has
been designated as owner for its purposes.
Art. 9. Possession of a share shall imply acceptance of the Bank's By
Laws and of the decisions regularly taken by the General Meeting.
Art. 10. Shareholders, their heirs or their creditors may not cause seals
to be affixed to assets and securities of the Bank, nor request apportion
ment or sale by auction, nor interfere in the administration of the Bank.
They must, for the exercise of their rights, refer to the Bank's schedule
of assets and to the decisions of the General Meeting.
Art. I I . Shares, with the exception of those belonging to the State, may
at the owner's will be converted to registered or bearer shares without
expense.
Art. 12. Ownership of a registered share shall be determined by the
entry in the B ank's registers.
The shareholder whose name is entered shall receive a certificate which
does not constitute a transferable title.
Art, 13. Shareholders shall be liable for losses only to the extent of
their interest in the Bank.
Art. 14. There shall be a reserve fund for the purpose of:

( 1 ) M aking good losses on capital stock.
(2) Supplementing any shortfall in the annual profit up to a dividend
of six per cent of the nominal capital.
Upon expiration of the Bank's right of issue, the State shall have a
priority claim to one fifth of the reserve fund. The remaining four fifths
shall be distributed among all the shareholders.
Art. 15. The amount retained for forming the reserve shall be ten per
cent of the net profits exceeding six per cent a year.
Art. 16. The use made of the reserve shall be optional.
The proceeds shall form part of the general profits of the Bank.
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CHAPTER Ill. OPERATIONS

( 1 ) Discounting, buying and transferring drafts and other bills relating to
commercial transactions.
For the purposes of this provision, purchases and sales made by or to
farmers of cattle, agricultural implements, fertilizer, seed, crops and, in
general, merchandise and commodities pertaining to the performance of
their business are also considered commercial transactions.
Art. 17. The operations of the Bank shall comprise :

( 2 ) Rediscounting abroad credit instruments in its portfolio; pledging
these credit instruments; guaranteeing the payment of these credit instru
ments or of the discounts and advances pertaining thereto; acquiring assets
or obtaining credits abroad and carrying out exchange operations in foreign
markets.

( 3 ) Discounting, buying and transferring short- or medium-term securities
issued or guaranteed by the Belgian State or the Grand Duchy of Luxem
bourg, or issued by institutions whose liabilities are guaranteed by the
Belgian State.
( 4 ) Dealing in gold and silver at its counters or through agents.
( 5 ) Making advances of funds against gold or silver bars or coins.
( 6 ) Assuming responsibility for the collection of credit instruments.
( 7 ) Receiving sums on current account and credit instruments, precious
metals and gold and silver coins in custody.
( 8 ) Making advances on current account and short-term loans secured
by short-, medium- or long-term public securities issued or guaranteed by
the Belgian State or the Grand Duchy of Luxembourg, and preferred shares
of the Belgian National Railway Company which have been issued
publicly, and this within the limits and conditions determined by the Council
of Regency.
( 9 ) Buying and selling national long-term public securities quoted on
the Stock Exchange.
Art. 18. The Bank may not engage in operations other than those pro
vided for in Article 1 7.
However, on authorization of the Minister of Finance, the Bank may
acquire securities representing the capital of financial institutions governed
by special legal provisions or placed under the guarantee or control
of the State and the Bank for International Settlements; but the total of
these securities may not exceed an amount equivalent to its capital,
reserves and amortization accounts.
The restrictive provisions of the foregoing two paragraphs shall not apply
to operations carried out under the fourth and fifth paragraphs of
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Article 6 of Decree-Law No. 5 of May 1, 1944, as amended by Article 1
of the Law of July 28, 1948 and Article 5 of the Law of June 19, 1 959.2
The Bank may also acquire the real estate strictly necessary for the
exercise of its functions or the well-being of its staff.
Art. 19. Only commercial bills payable to order, stamped, maturing in
not more than one hundred and twenty days and guaranteed by the
signatures of three solvent persons shall be discounted.
However, commercial bills with two signatures may be accepted in the
cases, in the manner and subject to the conditions to be determined by
regulations drawn up by the General Council and approved by the
Minister of Finance.
A pledge of warrants, goods or public securities sufficient to cover the
entire credit may take the place of one signature.
The Bank may open discount credits for the purpose of financing
industrial orders payable at medium term, but bills so discounted may
not have maturities exceeding one hundred and twenty days after date.
Art. 20. Pending further measures, the amount of the portfolio held by
the Bank as a result of the operations carried out in conformity with
Article 1 7 ( 3 ) and ( 9 ) may not exceed a limit which shall be fixed by
agreements between the Minister of Finance and the Bank, with the
concurrence of the Council of Regency. These agreements shall be approved
by the Council of Ministers and published within eight days in the Moniteur
beige.
Art. 21. The Bank may acquire, in addition, national public securities
up to an amount equal to its capital, reserves and amortization accounts.
Art. 22. The restrictions with regard to public securities do not refer
to securities guaranteeing the execution of the Bank's obligations in
respect of pensions.
Art. 23. Public securities held by the Bank may be entered in the
accounts at their buying price if this is equal to or less than the redemption
price.
Art. 24. The Bank shall issue bearer notes.
The amount of notes in circulation shall be represented by easily
realizable assets.
The notes shall bear the facsimile signature of the Governor and that of
the Treasurer.
The restrictive provisions of the second paragraph of the present
Article shall not apply to operations carried out under the fourth and
2 For the text of Decree-Law No. 5 of May 1, 1 944 as amended, see
below, pp. 88-90.
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fifth paragraphs of Article 6 of Decree-Law No. 5 of May 1 , 1 944, as
amended by Article 1 of the Law of July 28, 1 948 and by Article 5 of the
Law of June 1 9, 1 959.s
Art. 25. The design and the text of the notes to be issued shall be sub
mitted by the Bank for the approval of the Minister of Finance.
Absence of approval may not be invoked by or against third parties.
The text shall be worded in French and Flemish.
Art. 26. The notes shall be payable on demand at the offices of the
Bank in Brussels, under the conditions determined by law.
Reimbursement of the notes at provincial branches and agencies may be
deferred until these offices have received the necessary funds.
Art. 27. The Government shall accept notes of the Bank in payment at
pay offices of the State.
Art. 28. Whenever a type of bank note is replaced or withdrawn, the
Bank shall pay to the Treasury, on expiration of the period established
in each case by special agreement, the value of the notes of that type which
have not been presented for reimbursement.
Art. 29. Notes whose value has been paid to the Treasury shall be
deducted from the amount of currency in circulation; any of these notes
which are presented later at the counters of the Bank shall be reimbursed
for the account of the Treasury.
The amount will be reclaimed from the Treasury at the end of every
six months.
Art. 30. The Bank must have a reserve in gold equal to at least one
third of the amount of its sight liabilities.
Art. 31. The Bank may carry out all operations designed to facilitate
transfers of funds.
Art. 32. The Bank shall act as Government Cashier subject to the con
ditions determined by law.
It may be made responsible, subject to the conditions determined
by the Minister of Finance, for operations involving the issue and conversion
of national short-, medium- and long-term public securities.
Art. 33. The Bank shall act on behalf of the General Savings and
Pension Fund in conformity with the laws on the subject and the agreements
concluded with that institution.
s

See footnote 2, above.
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Temporary investments of the assets of this fund, as well as redemptions,
shall be made by and through the Bank, which shall maintain, for these
operations, accounts and portfolios separate from its own.
Deposits for the account of this fund shall be received and repaid at
all offices of the Bank.
The Bank may also, on authorization of the Minister of Finance, act on
behalf of other financial institutions governed by special legal pro
visions or placed under the guarantee or control of the State, in conformity
with agreements concluded with these institutions.
Art. 34. The Bank may accept, by way of security, mortgage or assign
ment, real estate and other assets for covering its doubtful or suspended
claims.
This real estate and other assets must be disposed of within a period of
two years unless the Minister of Finance grants a longer period.
CHAPTER IV. BALANCE SHEET AND DISTRIBUTION OF PROFITS

Art. 35. The balance sheet shall be drawn up as of December 3 1 of
each year. It shall be prepared by the Board of Directors, approved by
the Council of Regency and submitted by the latter within the next twenty
days to the Board of Censors, which shall have twenty days to examine it.
Approval of the balance sheet by the Board of Censors, by a majority
of at least six votes, shall relieve the administration of responsibility; if
approval is denied, the General Meeting shall decide.
Art. 36. Administrative expenses, social insurance charges and pay
ments of all kinds, as well as depreciation, shall be deducted from the gross
profit before the balance sheet is drawn up, or in the balance sheet.
Art. 37. The profit to the Bank resulting from the difference between
interest at three per cent and the rate of interest collected on its discounts,
advances and loans shall accrue to the State. The proceeds of national
public securities acquired by the Bank may be included in the distributable
profits only up to a rate of three and a half per cent, any remainder being
paid to the reserves or the amortization accounts.
This provision does not apply to securities acquired as capital, as
reserves or on amortization account, the proceeds of which are at the
free disposal of the Bank.
Nor does it apply to securities guaranteeing the execution of the Bank's
pension obligations.
Art. 38. The net profit determined in the balance sheet shall be divided

as follows :
( 1 ) A first dividend of six per cent of the nominal capital to the
shareholders.
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(2) Of the remainder :
(a) ten per cent to reserves;
( b ) eight per cent to the staff or to institutions in its favor.

( 3 ) From the surplus, the following allocations are to be made:
(a) one fifth to the State;
( b ) an amount to the shareholders making it possible to grant
them a second dividend to be determined by the Council of
Regency;

(c) the balance to reserve.
Art. 39. The profit to shareholders for the fiscal year ending Decem
ber 3 1 of each year shall be distributed once, on March 1 of the following
year.
Art. 40. If the profit to be distributed to shareholders is less than six
per cent a year, it shall be supplemented by drawing on the reserve fund.
This drawing shall be returned to the reserve if such return can be
made the following year without reducing the profit to be distributed
below six per cent.
Art. 41. The balance sheet, the profit and loss account and the statement
of distribution of profits shall be published in the Moniteur beige.
These documents, accompanied by reports of the administration and the
censors on the operations during the fiscal year, shall be sent at least
five days before the Ordinary General Meeting to the shareholders whose
shares are registered in their names or deposited with the Bank.
Art. 42. The Governor shall send to the Minister of Finance each week
a comparative statement of the Bank's position for the current week and
the preceding week. This statement, whose form shall be approved by the
Minister of Finance, shall be published in the Moniteur beige.
The Bank shall publish a statement of its holdings of short-, medium
and long-term public securities as of March 3 1 , June 30, September 3 0
and December 3 1 .
CHAPTER V. ADMINISTRATION
SECTION I. BASIC PROVISIONS
Art. 43. The Bank shall be directed by a Governor and administered
by a Board of Directors assisted by a Council of Regency. It shall be
supervised by a Board of Censors.
There shall be, in addition, a General Council.
There shall also be, at the head office, a Discount Committee, the
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composition and role of which shall be determined by these By-Laws and
the Rules and Regulations.
Art. 44. The Governor shall be appointed and may be dismissed or sus
pended by the King.
The appointment shall be made for five years; it may be renewed
indefinitely for the same term.
A suspension may not exceed three months.
Art. 45. The Governor shall be required to reside in Brussels.
He shall receive a remuneration fixed by the General Council, without
sharing in the profits.
The Bank shall provide in addition for his housing and furniture
expenses.
Art. 46. The Governor may not, during his term of office, be a member
of either Legislative Chamber or receive a pension paid by the State.
If a member of either Chamber is appointed Governor, he shall ter
minate his legislative functions immediately upon acceptance.
A Governor who is appointed to either of the two Chambers may
not take the oath of office as legislator until after he has declared that he
opts for the second office.
Art. 4 7. The Board of Directors shall be presided over by the Governor
and shall include, in addition to him, at least three and not more than six
directors.
Art. 48. The directors shall be appointed by the King for a term of six
years, on the proposal of the Council of Regency.
The terms of the directors shall be renewable.
They must be Belgian by birth.
They shall receive remuneration fixed by the General Council, without
sharing in the profits.
Art. 49. The order in which the directors leave office shall be determined
as vacancies occur.
Art. 50. The King shall appoint the director called upon to replace the
Governor in case of absence, temporary inability to perform his functions
or suspension.
This director shall bear the title of Vice-Governor.
He shall receive an annual allowance fixed by the General Council.
Art. 51. The Governor, the Vice-Governor and the directors may not
be members of the board of any commercial company or company which
is commercial in form, with the exception of financial institutions governed
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by special legal provisions or placed under the guarantee or control
of the State and international financial institutions established under
agreements to which Belgium is a party.
However, acceptance of such functions shall be subject to approval
by the Minister of Finance.
Regents and censors may not perform any function whatever in a
bank established in one of the forms referred to in Article 8 of Royal
Decree No. 1 85 of July 9, 1 935.
The same incompatibility shall obtain where persons perform any
function whatever in a commercial company or a company commercial
in form which holds directly or indirectly twenty-five per cent of the
capital of one of the banks referred to in the preceding paragraph.
Regents and censors may not be members of a discount office of the
Bank.
Art. 52. The Council of Regency shall be composed of the Governor, the
directors and ten regents.
Art. 53. The regents shall be elected for three years by the General
Meeting of Shareholders.
Three regents shall be proposed by the Minister of Finance.
Two regents shall be chosen from among the executives of financial
institutions of public interest.
Two regents shall be chosen on the proposal of the organizations most
representative of labor.
Three regents shall be chosen on the proposal of the organizations
most representative of industry, commerce and agriculture.
The methods of proposing candidates shall be determined by a Royal
Decree deliberated in Council of Ministers.
The regents shall cease to hold office after the Ordinary General
Meeting. They may be re-elected.
They shall leave office each year in groups, one group consisting of
four members, the other two of three members. The order in which
they leave office shall be set at the beginning by lot.
A regent elected to replace a deceased or resigning member shall
complete the term of the regent whom he replaces.
Regents shall receive attendance fees and, if appropriate, a travel
allowance fixed by the General Council.
The third paragraph of Article 48 is applicable to regents.
Art. 54. The Board of Censors shall be composed of eight to ten
members.
It shall choose its president and its secretary from its own members.
Art. 55. The censors shall be elected by the General Meeting for a
term of three years.
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They shall be chosen from among persons especialJy qualified in the
field of financial supervision.
The censors shall cease to hold office after the Ordinary General
Meeting. They may be re-elected.
They shall leave office every year in groups, one group consisting of two
to four members, the other two of three members. The order in which they
leave office shaiJ be set at the beginning by lot.
A censor elected to replace a deceased or resigning member shaiJ com
plete the term of the censor whom he replaces.
The third paragraph of Article 48 is applicable to censors.
Censors shall receive attendance fees and, if appropriate, a travel
allowance, both fixed by the General Council.
Art. 56. The terms of regents and censors shall expire when they reach
the age of sixty-seven years.
However, by authorization of the Minister of Finance, they may com
plete their current term.
In no case may regents and censors remain in office beyond the age of
seventy years.
Art. 57. Members of the Legislative Chambers may not hold the office
of director, regent or censor.
Candidates for the Legislative Chambers who are elected while they are
holding one of the aforementioned offices may not take the oath of office
until they have resigned those offices.
Art. 58. Before entering on duty, the Governor must prove ownership
of fifty registered shares and each director ownership of twenty-five shares.
These shares, set aside as a guarantee, may not be transferred and may not
be returned to the owners until after approval of the balance sheet for the
fiscal period during which their management came to an end.
The registers and the certificates of registration shaiJ mention the setting
aside of shares as guarantees.
Regents and censors shall not be required to provide guarantees.

Art.

59. The Governor, the directors, the regents and the censors shalJ
not contract any personal obligation by reason of the Bank's liabilities;
they shall be responsible only for the performance of their duties.
Art. 60. The Secretary and the Treasurer shall be appointed by the
General Council, which may dismiss them.
The Rules and Regulations shall define the duties pertaining to their
offices.
Their offices may be filled by one of the directors.
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GOVERNOR

Art. 61. The Governor shall direct the institution and its staff.
He shall preside over the Board of Directors, the Council of Regency,
the General Council and the General Meeting of Shareholders.
He shall cause their decisions to be carried out.
He shall submit to the General Meeting of Shareholders the annual
report on operations and the accounts drawn up by the Council of Regency.
He shall see to the observance of the organic laws of the Bank, the
By-Laws and the Regulations.
He shall represent the Bank in legal proceedings.
Art. 62. The Governor may suspend the execution of decisions of the
Council of Regency in order to submit them to the General Council, which
shall be convened on an emergency basis for this purpose.
He shall suspend and report to the Government any decision which
would be contrary to the laws, the By-Laws or the interests of the State.
If the Government has not given a ruling within a fortnight of such
a report, the decision may be put into effect.
SECTION III. BOARD OF DIRECTORS

Art. 63. The Board of Directors shall manage the Bank. It shall decide
on all matters not expressly reserved for the Council of Regency by the
law, the By-Laws or the Rules and Regulations.
It shall examine and accept or reject applications for discounts or
advances directed to the Bank.
It shall control the activities of the discount offices and see to the
correctness of their operations.
It shall appoint and dismiss employees, fix their salaries and the
distribution of the share in the profits allocated to the staff or to institutions
in favor of the staff.
It shall have the right to make settlements and compromises.
In case of emergency, the Board may change the discount rate and the
rate for advances, but with the obligation to refer the matter to the
Council of Regency at its next meeting.
SECTION

IV.

COUNCIL OF REGENCY

Art. 64. The Council of Regency shall meet at least once a week. During
vacation periods, meetings may be spaced differently, the annual number
of meetings remaining the same.
The Council shall deliberate upon questions within its competence by
virtue of the law or the By-Laws and upon general questions pertaining
to the Bank, currency, credit and the economic development of the
country.
It shall fix the rate and terms of discounts, advances and loans.
It shall make proposals for the appointment of agents of the Govern
ment Cashier and establish the amount or-their surety bond.
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It shall examine at least once every six months the position of the
Bank's discount agencies.
It shall approve the report on the Bank's operations to be submitted
annually by the Governor to the General Meeting.
It may delegate specified powers to the Board of Directors.
Art. 65. The Council of Regency may not deliberate unless a majority
of its members is present.
Decisions shall be taken by majority vote.
In case of a tied vote, the presiding officer's vote shall be the deciding one.
Art. 66. Minutes shall be kept of the discussions of the Council of
Regency.
In these shall be mentioned the nature of the deliberations, their object
and, briefly, the grounds for decisions.
The minutes shall be signed by all the members present and by the
Secretary.
SECTION V. BOARD OF CENSORS
Art. 67. The Board of Censors shall have the right to supervise all the
operations and to see the books.
It shall examine and, if appropriate, approve the balance sheets; it shall
vote the budget of expenditures, all on the proposal of the Council of
Regency.
Resolutions of the Council of Regency by which it changes the rate or
terms of discount and advances shall be submitted to the Board of Censors.
Art. 68. The Board of Censors shall meet at least once a month.

It may not take decisions unless a majority of its members is present.
Decisions shall be taken by majority vote.
In all cases of tied votes, the General Council shall cast the deciding vote.
If the censors present do not constitute a quorum, the General Council
shall take a decision if it finds that there is a need for immediate action.
SECTION VI. GENERAL COUNCIL
Art. 69. The Governor, the directors, the regents and the censors shall
form the General Council.
Art. 70. The General Council shall meet at least once a month to con
sider the position of the Bank.
It shall decide on all matters submitted to it under the By-Laws or
the Rules and Regulations.
It shall make the final decision on the distribution of profits.
It shall establish, on the proposal of the Council of Regency, the Rules
and Regulations, as well as the general regulations on the organization
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of branches, agencies, discount offices and committees. These regulations
shall be reported to the Minister of Finance.
It shall deliberate upon proposals for the establishment of branches,
offices, provincial agencies and discount committees, upon their individual
organization, and upon all matters pertaining to the creation and issue
of bank notes.
It shall fix the individual salaries and pensions of the Governor, the
Vice-Governor and each director. These salaries and pensions may not
include a share in the profits. No remuneration whatsoever may be added
thereto by the Bank, either directly or indirectly.
Jt shall establish, on the same conditions, the amount of the attendance
fees of regents and censors, and their travel allowances if any, as well as
the salaries and, if requested, the surety bonds of the Secretary and
the Treasurer.
Art. 71. Except as otherwise provided in the last paragraph of Article 68,
no decision may be made at the General Council unless a majority of the
members of the Council of Regency and the Board of Censors is present.
Decisions shall be taken by absolute majority.
In case of a tie, the president shall cast the deciding vote.
SECTION VII. SIGNING OF DOCUMENTS
Art. 72. The Governor shall sign agreements, settlements and documents
of any kind without having to prove any power vis-a-vis third parties.
He may delegate this authority.
All documents binding the Bank, including those in respect of which a
public official or a notary renders assistance, such as bills of sale, purchases
or exchange of buildings, mortgage releases with or without proof of
payment, renunciation of all real rights, privileges and acts of abrogation,
and powers and proxies pertaining to these documents, may also be
signed by a director and the Secretary, who shall not have to prove their
powers vis-a-vis third parties.
Documents pertaining to daily business shall be signed :

( a ) Either by the Governor, the Vice-Governor or a director;

( b ) Or by the Secretary or the Treasurer;
(c) Or by one or two officers delegated for the purpose by the Board
of Directors.
SECTION VIII. DISCOUNT COMMITTEES
Art. 73. The Discount Committees shall be composed of three to six
members appointed by the General Council, which shall determine their
attendance fees.
A director or an officer designated for this purpose by the Board of
Directors may serve as chairman of these Committees.
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The term of office shall be two years. Retiring members may be
re-elected.
Regents and censors may be members of Discount Committees.
Art. 74. The Discount Committees shall give their opinion on such ques
tions concerning discount operations handled by the Bank as are submitted
to them for examination.
The opinions of the Discount Committees are of a purely advisory
nature.
CHAPTER VI. GOVERNMENT COMMISSIONER

Art. 75. The Minister of Finance shall have the right to control all the
Bank's operations. He may oppose the execution of any measure which
would be contrary to the law, the By-Laws or the interests of the State.
This control shall be entrusted to a Government Commissioner.
Art. 76. The Government Commissioner shall be appointed by the King.
He shall supervise all the Bank's operations. He shall suspend, and report
to the Minister of Finance, any decision that would be contrary to the
laws, the By-Laws or the interests of the State.
If the Minister of Finance has not given any instructions within eight
days of the act of suspension, the decision may be put into effect.
The Government Commissioner shall report annually to the Minister
of Finance on his work.
The salary of the Government Commissioner shall be fixed by the
Minister of Finance in agreement with the administration of the Bank; it
shall be paid by the Bank, as shall also the fees of any technicians appointed
as experts.
Art. 77. The Government Commissioner shall have the right at all times
to investigate the state of business of the Bank and to examine the books
and the cash.
The administration shall be required to furnish him with the Bank's
statement, certified correct, whenever he requests.
Art. 78. The Commissioner shall, when he sees fit, attend the General
Meetings of Shareholders, as well as meetings of the Boards, Councils
and Committees.
He shall attend these meetings in an advisory capacity.
CHAPTER VII. GENERAL MEETINGS OF SHAREHOLDERS

Art. 79. The General Meeting of Shareholders shall represent the body
of shareholders. Its decisions, taken in due form, shall be binding even on
absent or dissenting members.
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Art. 80. The General Meeting shall be composed of shareholders owning
registered shares or bearer shares deposited at least five days before the
meeting either at the head office or at branches or agencies to be designated
by the Council of Regency.
The list of registered shares shall be closed five days before any General
Meeting.
Shareholders may not be represented by proxies who themselves do not
have the right to vote.
However, companies and public or private institutions may be
represented by a person delegated for this purpose; minors, persons
deprived of their normal rights and married women shall exercise their
rights through their legal representative.
Proxies and any other documents establishing the right to attend the
General Meeting by virtue of the two preceding paragraphs must be
sent to the Bank at least three days before the Meeting. They shall be
countersigned by the proxy.
Art. 81. Before the Meeting is opened, the shareholders shall sign the
attendance list.
Art. 82. Each share shall entitle the holder to one vote.
Save with respect to the election of censors, Article 76 of the coordinated
laws on commercial companies is not applicable.
Art. 83. The Ordinary General Meeting shall be held on the last
Monday in February.
It shall consider the report of the administration on the operations of
the past year and decide, if appropriate, on the balance sheet in the case
provided by Article 35 of the present By-Laws.
It shall elect regents and censors whose terms are due to expire, and
shall provide for positions which have become vacant by death, resignation
or otherwise.
Art. 84. An Extraordinary General Meeting may be called whenever the
Council of Regency sees fit.
It must be called :

( 1 ) When the meeting is requested either by the Board of Censors
or by shareholders representing one tenth of the capital stock.
{2) If the number of regents or of censors falls below the absolute
majority.
Art. 85. Summons to any General Meeting shall contain the agenda and
shall be made by announcements published twice at intervals of at least
eight days and, eight days before the meeting, in the Moniteur belge, in a
Brussels newspaper, and in a newspaper of the province of Brabant.
Letters of convocation shall be sent, one week before the meeting, to the
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shareholders who are registered and have the right to vote, but proof that
this formality has been fulfilled is not required.
In any case, these notices shall indicate the time within which bearer
shares must be deposited.
Art. 86. The two shareholders present representing the largest share of
the capital [les deux plus forts actionnaires presents], who are not
members of the administration and who accept this duty, shall count the
votes.
They shall sign the minutes with the president and the members of the
Council of Regency.
Copies and extracts to be issued to third parties shall be signed by the
Secretary.
Art. 87. The General Meeting shall discuss:

( 1 ) Matters mentioned in the notices convening the Meeting and
submitted to it either by the Council of Regency or by the Board of
Censors.
( 2 ) Proposals, signed by five members, which have been communicated
at least ten days before the Meeting to the Council of Regency for inclu
sion on the agenda.
If the Meeting recognizes the urgency of other proposals made by the
Council of Regency, these proposals shall be included in the discussions.
Art. 88. All decisions shall be taken by an absolute majority of
votes.
In case of a tie, the motion shall be rejected.
Art. 89. Elections and dismissals shall be voted on by secret
ballot.
The vote shall be held by a roll call on all other motions or questions.
Art. 90. If, on the first ballot, the members to be elected fail to obtain
an absolute majority, a list of the persons who have received the most votes
shall be made.
This list shall contain twice as many names as there are members still
to be elected.
The votes may be cast only for these candidates.
In any case where there is a tie, the eldest shall be given preference.
Art. 91. The dismissal of regents or censors may take place only by a
majority of three fourths of the votes of the shareholders present and
holding at least three fifths of the shares.
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CHAPTER VIII. GENERAL OR TRANSITIONAL PROVISIONS
Art. 92. Changes may be made in the By-Laws only at a General Meeting
specially called for this purpose.
The General Meeting may make valid decisions on changes in the
By-Laws only if the purpose of the amendments proposed has been
especially indicated in the summons and if the members present at the
Meeting represent at least three fifths of the capital stock.
If a first Meeting does not represent the portion of capital prescribed
above, a new Meeting shall be called which shall deliberate validly regard
less of the portion of capital present or represented.
In the two Meetings, no amendment shall be allowed unless it is adopted
by a numerical majority of the shareholders present or represented and by
a majority of the votes to which all the shareholders present or repre
sented are entitled.
These amendments shall become effective only by government approval.
Art. 93. The Bank and its branches, offices and agencies must respect
statutory provisions on the use of languages in administrative matters.
Art. 94. [Repealed]

The Regulation Establishing a Monetary
Reserve Ratio 1
THE BANKING CoMMISSION,

Having regard to Article 1 1 , § 1 , of Royal Decree No. 1 85 of July 9,
1935 on the Control of Banks and the Rules Governing the Issue of Bonds
and Other Securities, as amended by Article 8 of Royal Decree No. 67 of
November 30, 1 939;2
Having considered the opinion expressed by the National Bank of
Belgium on the need for introducing a means of influencing the supply of
money and credit and for establishing such means in the form of a reserve
ratio applicable to the total liabilities of a monetary or quasi-monetary
nature;

1 The full title in French is Reglement de la Commission bancaire
instituant un coefficient de reserve monetaire. In English it is Regulation of
the Banking Commission Establishing a Monetary Reserve Ratio. The
Regulation was issued on December 2 1 , 1961 and entered into force on
January 1 , 1 962.
2 For the text of Art. 1 1 of the Banking Law, 1 935, as amended, see
below, p. 97.
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DECIDES :

Art. I.

Banks shall set up a monetary reserve in conformity with the
provisions of the present Regulation.
The monetary reserve shall be established on the basis of the monetary
and quasi-monetary liabilities of the banks.
Art. 2.-( 1 ) The monetary reserve shall be made up of funds main
tained in a special sight deposit in Belgian francs with the National Bank
of Belgium.

(2) The B anking Commission may, however, upon the reasoned pro
posal of the National Bank of Belgium, fix the part of the reserve which,
depending on circumstances, may or must be made up of assets that are
immediately realizable in Belgian francs and are maintained with the
Securities Stabilization Fund [Fonds des Rentes] or of public securities
of a special kind deposited at the aforementioned central bank.
These securities shall not be subject to pledges, objections or impedi
ments of any kind.
Art. 3.- ( 1 ) For the purposes of the present Regulation, monetary and
quasi-monetary liabilities shall be understood to mean liabilities payable
in Belgian francs not covered by real guarantees, and with a contractual
term of not more than two years, which are, regardless of their origin, in
the nature of deposits, current-account liabilities, loans or short-term
securities.

( 2 ) These liabilities are grouped in three categories:
1 . Sight liabilities or liabilities with a contractual term of not
more than one month;
2. Liabilities with a contractual term of more than one month but
less than two years;
3. Liabilities recorded in deposit passbooks under terms concern
ing withdrawal of deposits approved by the Banking Com
mission.
( 3 ) For purposes of the present Regulation, the volume of monetary
and quasi-monetary liabilities shall be established as of the last working
day of each month.
It shall be used as the basis for calculating the monetary reserve for the
monthly period beginning on the fifteenth day of the following month.

(4) The categories referred to in paragraph ( 2 ) of this Article may
be taken together or separately; and they may be taken as a whole, or in
respect of any increase they may have shown in relation to a reference
figure, or as a combination of the latter and the recorded increase.
Art. 4.-( 1 ) The reserve ratios applicable to the various categories
of monetary and quasi-monetary liabilities shall be fixed by the Banking
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Commission o n the recommendation o f the National Bank o f Belgium
with due regard to the requirements of monetary policy and credit control.
(2) They shall not exceed twenty per cent for sight liabilities and
liabilities for terms of not more than one month, and seven per cent for
liabilities for terms of more than one month and for deposit passbooks.
( 3 ) They shall not, except with the approval of the Minister of Finance
and the Minister of Economic Affairs, be increased by more than three
percentage points for each period of thirty days.
( 4 ) Decisions made in implementation of the present Article shall
enter into force on a date to be fixed by the Banking Commission; unless
a new decision is made in the manner referred to in paragraph ( I ) of the
present Article, they shall cease to be valid three months after entering
into force.
Art. 5.-( I ) A bank shall be obligated to form a monetary reserve only
if the total of that reserve, computed in conformity with Articles 3 and 4,
would exceed twenty million francs.

(2) When at least one of the reserve ratios is fixed at a level exceeding
two fifths of the maximum rate provided for in Article 4 (2 ) , the Banking
Commission may raise the amount of the exemption provided for in the
preceding paragraph.
Art. 6. The present Regulation shall enter into force on January I , I962.

The Decision Establishing a Liquidity Ratio 1
THE BANKING COMMISSION,

Having regard to Article 1 1 , § 1, of Royal Decree No. I85 of July 9, I935
on the Control of Banks and the Rules Governing the Issue of Bonds and
Other Securities, as amended by Article 8 of Royal Decree No. 67 of
November 30, 1939;2
Considering that the Banking Commission's Decision dated December 3 I ,
1962 maintained i n force the provisions o n this point covered b y the
regulations on statutory ratios dated January 29, I 946 and October 1 1 ,
I 949 under the heading "Regulation of December 3 1 , I962 governing the
solvency ratio";

1 The full title in French is Arrete de la Commission bancaire instituant
un coefficient de fonds propres. In English it is Decision of the Banking
Commission Establishing a Liquidity Ratio. The Decision was issued on
October 5, I965 and entered into force on October 26, I 965.
2 For the text of Art. 11 of the Banking Law, I 93 5, as amended, see
below, p. 97.
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Considering that, while it is justifiable to continue to require banks
to hold a certain volume of their own funds in relation to the volume of
funds received from third parties, and to set minimum levels according to
a classification of banks into categories, it is desirable to operate this
classification henceforth on the basis of the principal characteristics of the
bank's structure, and particularly in terms of the risk involved in granting
credit;
DECIDES:
SECTION I .-DEFINITIONS

Art. I. The liquidity ratio [coefficient de fonds propres] referred to in
Article 5, below, is the ratio expressed as a percentage of the total of a
bank's own funds to average total liabilities.
A bank's own funds shall be considered to be the total, less contingency
reserve, of the items covered under the heading "not claimable" [non
exigible] in Schedules A and B attached to the Royal Decree of Novem
ber 24, 1 937, issued under Article 1 2 of Royal Decree No. 1 85 of July 9,
1 935, adjusted by the addition or subtraction of declared profits or losses.
Average total liability is found by taking the arithmetic average of total
liabilities for twelve consecutive months. Total liabilities means the total, at
the end of each month, of the commitments, whether or not at fixed date or
notice, payable in Belgian francs or in foreign currency, and consisting of
deposits, balances on current account, loans or short-term securities.
Art. 2. The risk ratio [coefficient de classement] referred to in
Article 3, below, is the ratio, expressed as a percentage, of the average total
weighted risk to the average total liability as defined in the third paragraph
of Article 1, above.
The average total weighted risk is the arithmetic average of the items
composing the total weighted risk recorded at the end of each of twelve
consecutive months. The total weighted risk is composed as follows :

A. ( I ) Three fourths of current or deposit accounts, whether repre
sented or not by bills; banks' acceptances; bills of exchange other than
those mentioned in A ( 3 ) below;
( 2 ) One half of customers' liabilities for acceptances, less the bank's own
acceptances; uncovered documentary credits granted at the request of, and
for the account of, clients;
( 3 ) One fourth of the rediscountable bills listed in Schedule A attached
to the Royal Decree of November 24, 1 937; rediscounted bills; bills taken
from the bank's portfolio for encashment and security [cautions] and
guarantees held for third-party account;
( 4 ) One tenth of the day-to-day loans granted outside the guaranteed
call money market in Brussels; advances to bankers, to the parent house
and to branches and agencies; other banks' acceptances and uncovered
documentary credits, whether confirmed or unconfirmed, opened at the
request of bank correspondents;
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( 5 ) One fiftieth of the total outstanding forward operations owing to the
bank in Belgian francs or in foreign currency;

B. Three eighths, one fourth, one eighth or one twentieth, depending on
whether these items come under subheadings ( 1 ) , (2), ( 3 ) or ( 4 ) of A,
above, of credits of any kind whatsoever, whenever these credits exceed
one fifth of the bank's own resources and are used by a single client or by
several clients who can be considered, from the point of view of the risks
involved, as forming a single group, regardless of their legal status or
standing. It is to be noted that when covered by bank acceptances or by
nonrediscountable commercial bills, the fraction of credits of this type to
be taken into account will be one fourth and one eighth, respectively.
SECTION 11.-CLASSIFICATION OF BANKS
Art. 3. Banks will be classified once a year according to their risk ratio
[coefficient de classement].
The risk ratio for each bank will be calculated on the basis of its average
total weighted risks and its average total liabilities for the twelve-month
period ending two months before the close of the financial year.
Each bank will be notified of its classification not later than two months
after the end of the period mentioned immediately above.
Art. 4. The first category will cover banks with a risk ratio of less
than thirty-five per cent. Risk ratios above this figure will be divided
into separate categories, each category covering one step of seven per cent.
SECTION 111.-REQUIRED RATIOS OF OwN FUNDS
Art. 5. Banks must observe the obligatory ratio laid down for banks'
own funds [capital plus reserves] by the end of the seventh month following
the end of the preceding financial year.
This ratio is calculated on the basis of the total of the bank's own funds
at the end of the seventh month, and of average total liability for the
twelve-month period mentioned in the second paragraph of Article 3, above.
Art. 6. The minimum mandatory ratio is set at five per cent for banks
falling within the first category as defined in Article 4, above. This ratio
will increase by one per cent for each higher category up to a maximum of
fifteen per cent.
SECTION lV.-TRANSITIONAL PROVISIONS AND ABROGATIONS
Art. 7. The first classification will be undertaken and notified to banks
before the close of the financial year current at the date of publication of
this Decision.
Notwithstanding the provisions of the third paragraph of Article 1, the
second paragraph of Article 2, and the second paragraph of Article 3, if
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a bank so requests, the first classification and the corresponding mandatory
ratio will be worked out on the basis of average total liabilities and average
total weighted risks for the period current at the end of the month of
publication of this Decision and terminating at the end of the ante-penulti
mate month prior to the close of the financial year. However, if such a
request is presented by a bank whose financial year ends on December 3 1 ,
1 965, the reference period will be extended from October 1 965 to December
1 965; in that case, classification will be notified by March 3 1 , 1 966 at the
latest.
Notwithstanding the first paragraph of Article 5, banks may observe their
legal ratio for the first time by the end of one year from the date mentioned
in Article 5. However, in this case, by the due date banks must hold the
funds which were required or would have been required under the Regula
tion of December 3 1 , 1 962 governing the solvency ratio.
Art. 8. The Regulation of December 3 1 , 1962 governing the solvency
ratio is hereby abrogated.
Art. 9. This Decision shall come into effect on the day of its publication
in the Moniteur beige [October 26, 1 965].

Decree-Law No. 5 of May I, 1944 1
2 [Art. l. The Royal Decree of March 3 1 , 1 936 fixing the weight in gold
of the franc (belga) is hereby repealed.
As soon as circumstances permit, the King, by decree deliberated in
Council of Ministers, shall define the new gold content of the franc.3
Art. 2. Until the new gold content of the franc has been defined, the
King, by decree deliberated in Council of Ministers, shall fix the conditions
under which the National Bank of Belgium may purchase and sell gold
and foreign currencies and the rules governing quotation of those rates.
1 The full title in French is Arrete-loi no 5 du 1er mai 1 944 autorisant
le Roi a determiner les conditions d'achat et de vente de l'or et des monnaies
etrangeres et relevant la Banque Nationale de Belgique de !'obligation de
maintenir une encaisse en or et en devises etrangeres au moins egale a
40 p.c. de ses engagements a vue. In English the full title is Decree-Law
No. 5 of May 1 , 1 944 Authorizing the King to Fix the Conditions for the
Purchase and Sale of Gold and Foreign Currencies and Relieving the
National Bank of Belgium of the Obligation to Maintain a Gold and Foreign
Currency Cover Equal to at Least 40 Per Cent of Its Demand Liabilities.
As amended through July 3 1, 1 966.
2 Arts. 1 through 5, 8, and 9 are published here as a matter of historical
interest, although they were repealed by virtue of Art. 7(7) of the Monetary
Law of April 1 2, 1 957 (see below, p. 100).
3 For the statutory definition of the franc, see Art. 1 of the Monetary
Law of April 1 2, 1957 (below, p. 99 ) .
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Art. 3. For the purpose of ensuring the stability of the rates fixed for
foreign currencies, the National Bank of Belgium shall use the gold and
foreign currency resources in its possession as well as the means of pay
ment abroad that the Government is able to place at its disposal through
international agreements or otherwise.
Art. 4. The provisions of Article 7 of the Royal Decree of August 24,
1939 issued in implementation of the Law of May 1, 1939 are hereby
suspended.
Article 30 of the By-Laws of the National Bank of Belgium shall be
amended in accordance with the preceding provision.
Art. 5. Proceeds derived from the difference between the prices at which
the National Bank of Belgium is authorized to purchase and sell gold and
foreign currencies shall accrue to the Bank.]
Art. 6. The National Bank of Belgium shall be charged with imple
menting international payments, exchange and compensation agreements that
have been or will be concluded with foreign countries and also with imple
menting the agreements reached by the Final Act of the Monetary and
Financial Conference of Bretton Woods, approved by the Law of Decem
ber 26, 1945.
Implementation of these agreements shall be on behalf of the Govern
ment, which shall assume the risk, expenses, commissions, interest
and charges of all kinds and collect all income and profits.
The National Bank of Belgium shall, however, hold and enter in its
books, on its behalf, foreign currency acquired as the counterpart of notes
issued or credits granted by the Bank under the aforementioned agreements.
The National Bank of Belgium may also enter in its books, as an owned
asset [avoir propre], the Belgian State's claim on the International Mone
tary Fund in reimbursement of its quota as a member of the Fund; it
may do so up to the amount of notes issued, credits granted or sums in
gold paid in favor of the Fund by the National Bank on behalf of the
State as part of the obligations devolving on Belgium by the agreement
establishing the International Monetary Fund, approved by the Law of
December 26, 1 945.
Up to the aforementioned amounts, the rights that the State holds as a
member of the International Monetary Fund under Article XV, Sections 1
and 3, Article XVI, Section 2, and Annexes D and E of the international
agreement establishing the Fund, shall be vested in the National Bank of
Belgium, the Belgian State remaining the nominal member [l'Etat beige
restant membre en nom] and exercising on behalf of the National Bank the
rights which the latter has acquired.
The restrictive provisions of the first paragraph of Article 7 and the
first and second paragraphs of Article 1 2 of Royal Decree No. 29 of
August 24, 1939 Concerning the Activity, Organization and Powers of
the National Bank of Belgium, Issued in Implementation of the Law of
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May 1 , 1 939, shall not be applicable to transactions made pursuant to
the fourth and fifth paragraphs of the present Article.
The more detailed conditions and terms of the National Bank of
Belgium's part in implementing the international agreements referred to
in the present Article, as well as the conditions under which the State
shall exercise, on behalf of the Bank, the rights devolving on Belgium under
the terms of the aforementioned agreements, shall be set down in agreements
to be concluded between the State and the National Bank. These same
agreements shall determine the conditions under which, in compliance with
Article V, Sections 3 and 4, of the agreement establishing the International
Monetary Fund, the resources of the Fund may be utilized, in agreement
with the National Bank and provided that the National Bank carries out the
reciprocal obligations to which this agreement subjects Belgium.
The State shall provide the National Bank of Belgium with a guarantee
against any loss of exchange or other loss it may sustain in implementing
the agreements mentioned above.
Art. 6bis. The State shall guarantee the National Bank of Belgium
reimbursement for all overdrafts or advances in Belgian francs that it
might have to grant to a foreign institution, central bank or other organiza
tion for the purpose of implementing an international payments agree
ment, and shall do so within the limits of that agreement.
The Treasury shall be authorized, in implementation of the State's
guarantee, to issue Treasury certificates or to transfer them to the National
Bank as collateral, up to a maximum amount corresponding to the total
overdraft provided for in the payments agreement concerned.
Art. 7. The National Bank of Belgium shall send to the Minister of
Finance, in the month following the one during which they were made, a
statement on purchases and sales in currencies covered by exchange agree
ments.
These statements shall be subject to the supervision of the Court of
Accounts.
1 [Art. 8. The National B ank of Belgium shall undertake a provisional
revaluation of its gold stock on the date of the publication of the present
Decree, on the basis of the prices at which it is authorized to sell gold.
It shall deposit in gold in a blocked account the net proceeds resulting
from this revaluation. After the new gold content of the franc has been
fixed, an agreement shall be drawn up between the Government and the
National Bank of Belgium, which will allot the proceeds resulting from the
revaluation to the Government and earmark them for the amortization
of the Government's debt to the National Bank of Belgium.

Art. 9. The present Decree-Law shall enter into force on the day of its
publication in the Moniteur beige.] 5
4
5

See footnote 2, above.
The day of publication was September

5, 1 944.
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The Banking Law, 1935

1

SUMMARY
The B anking Law of Belgium comprises 6 6 articles arranged
under 6 titles as follows : Title I, Legal Status of Banks (Arts.
1 -25 ) ; Title II, Provisions Governing the Display, Offer and Public
Sale of Bonds and Other Securities (Arts. 26-34 ) ; Title III, Bank
ing Commission (Arts. 35-4 1 ) ; Title IV, Penal Provisions (Arts.
42-46 ) ; Title V, Transitional Provisions (Arts. 47-60 ) ; Title Vl,
Miscellaneous Provisions (Arts. 6 1 -65 ) .
Belgian or foreign enterprises which customarily receive depos
its, payable on demand or within a period not exceeding two years,
for the purpose of using them on their own account for banking,
credit, or investment operations are subject to Title I of the Law
(Art. 1 ) . The specific enterprises that are not subject to the provi
sions of Title I are also listed in Art. 1 . These include the National
Bank of Belgium, the General Savings and Pension Fund, the
Institute for Rediscount and Guarantee, the National Society for
Industrial Credit, and the Municipal Credit Fund of Belgium.
The enterprises covered by Title I are required to register with
the Banking Commission before they may undertake any opera
tions (Art. 2 ) . The Commission shall publish annually in the
Moniteur beige a list of the banks so registered (Art. 2 ) . Only
duly registered banks are authorized to use the term "bank" or
"banker" as part of the title of their firm, in reference to the pur
pose of the firm, or in their publicity (Art. 3 ) .
Any merger of banks requires the approval of the Banking
Commission (Art. 4 ) .
No bank could be established in the form of a credit union or a
cooperative society after the entry into force of the Law (Art. 5 ) . 2
1 The original Arrete royal [n' 1 85] sur le controle des banques et le
regime des emissions de titres et valeurs (Royal Decree [No. 1 85] on the
Control of Banks and the Rules Governing the Issue of Bonds and Other
Securities) , of July 9, 1935, entered into force on September 1 , 1935 by
virtue of a Royal Decree of August 6, 1 935. For a consolidated text of the
Law (Arretes Royaux Coordonnes) as amended through 1 964, see Fernand
Baudhuin, Code economique et financier ( Brussels, 1964 supplement) ,
pp. 148 - 1 62 and p . 1 325. Arts. 1 1 , 1 3 , 39, and 39bis are published below,
pp. 97-98.
z It should be noted, however, that by virtue of a Law of March 14, 1 962
credit unions were abolished and, specifically, the reference to credit unions
in Art. 5 of the Banking Law was deleted.
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Foreign banks which maintain one or more branch offices
( sieges d'operations) in Belgium shall maintain separate accounts
of their operations in Belgium ( Art. 6 ) . They shall, as regards
their activities in Belgium, be governed by the provisions enu
merated in the second p aragraph of Art. 6 and be subject to the
limitations specified in the third paragraph.
The capital of a bank that is organized as a joint-stock company
( societe anonyme) , a partnership limited by shares (societe en
commandite par actions) , or a company with limited liability
(societe de personnes a responsabilite limitee ) must be completely
paid up, and the required minimum capital is BF 1 0 million
(Art. 8 ) .
A bank that belongs to individual persons or that is organized as
a partnership or as a simple limited liability company (societe en
commandite simple) must satisfy the Banking Commission that it
has owned capital ( capital propre ) amounting to at least BF 2 mil
lion (Art. 9 ) , while the minimum owned capital required of
foreign banks that operate branches in Belgium and keep separate
accounts in accordance with Art. 6 of the Law is BF 1 0 million
( Art. 1 0 ) .
The B anking Commission may, by Regulations that are subject
to the approval of the Minister of Finance and the Minister of
Economic Affairs, determine from time to time (a) the minimum
ratio which banks shall maintain between their liquid and easily
realizable assets on the one hand and their demand and short-term
liabilities on the other; and ( b ) the minimum ratio which banks
shall maintain between their capital and reserves on the one hand
and the aggregate amount of their demand and short-term liabilities
on the other ( Art. 1 1 , § 1 ) . In agreement with the National
Bank, the B anking Commission may fix the maximum interest
rates applicable to specified credit transactions. A decision of the
Commission on this matter requires a two-thirds majority and may
be put into effect only if approved by the Minister of Finance and
the Minister of Economic Affairs (Art. 1 1 , § 2 ) . 3
Art. 1 2 provides for various reports to be made by the banks :
(a) Each year they shall submit to the National Bank a balance
' For the text of Art. 1 1 , see below, p. 97.
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sheet and profit and loss account in the form prescribed by Royal
Decree with the concurrence of the Banking Commission. ( b )
Monthly balance sheets shall b e submitted to the Bank i n the form
prescribed by Royal Decree. (c) The Bank shall publish peri
odically, but at least quarterly, consolidated balance sheets of all
banks. (d) Registered banks and bankers shall notify the National
Bank and the Banking Commission of any application for credit in
excess of BF 1 million that is under consideration. (e) At the
request of the National Bank or the Banking Commission, banks
shall communicate to both institutions information on credits
granted and the amounts not drawn.
The banks referred to in Art. 8 shall be obligated to invest their
legal reserves in securities issued by the State, the provinces, or the
municipalities, or in securities which are guaranteed by any of
these entities (Art. 1 3 ) . 4
In general, the banks referred to in Art. 8 are not permitted to
invest in enterprises other than banks, except as follows : (a) They
may, for a period not exceeding six months, hold Belgian and
foreign shares and bonds if they are responsible for offering them
to the public. ( b ) They may become temporary owners of securi
ties to cover doubtful or frozen credits, but are obligated to dispose
of them within two years. (c) They may invest in securities guaran
teed by the State or its political subdivisions or securities which
form part of the capital of a credit institution established by
virtue of a special law (Art. 1 4 ) .
B anks may not use their resources so as to exert, directly or
indirectly, influence on public opinion to further their interests.
This prohibition does not apply to overt commercial publicity.
Banks shall record separately all expenses for publicity and shall
submit a statement of these expenses to the National Bank together
with the monthly statement provided for in Art. 1 2 ( Art. 1 5 ) .
Administrators and managers of the banks referred to in Art. 8,
and any other person engaged in the management of such a bank,
may not take part in the management of a commercial enterprise
other than a bank, an insurance company or a mortgage institution,
although certain exceptions to this rule are enumerated (Art. 1 6,
4

For the text of Art.

1 3,

see below, p. 97.
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§ 1 ) . Also, persons participating in the management of any bank
referred to in Art. 8 may not perform any executive or supervisory
functions in any credit institution established by virtue of a special
law, with the exception of the Institute for Rediscount and
Guarantee ( Art. 1 6, § 2 ) .
Special provisions on the supervision ( controle ) of banks are
contained in Arts. 1 9-25 of the Law. Under these provisions the
functions of commissioner ( commissaire ) may be entrusted only
to one or more auditors certified for that purpose ( reviseur
assermente) . The remuneration of these auditors is to be deter
mined by the general assembly of shareholders, subject to the
approval of the Banking Commission (Art. 1 9 ) . There are special
rules on the auditing of banks owned by individuals or organized
as partnerships or simple limited liability corr:panies, as well as of
foreign banks (Art. 20 ) .
Authorization by the Banking Commission is a prerequisite for
becoming a certified auditor. The Commission shall issue regula
tions on authorization and withdrawal of authorization ; these
regulations shall be subject to the approval of the Minister of
Education and the Minister of Finance (Art. 2 1 ) .
Every auditor shall notify all members of the board of directors
and the managers of the bank concerned of any irregularity which
he discovers. Every auditor who is informed of a decision of the
bank which, if carried out, would entail a penal infraction, shall
veto such a decision and refer the matter urgently to the Banking
Commission. The auditor's veto has the effect of suspending the
decision for eight days. (Art. 23 ) .
Art. 24 provides that auditors may not exercise any other than
auditing functions at the banks which they inspect, although the
Banking Commission may grant exceptions to this rule within the
limits specified in the second paragraph. Art. 24 also prohibits
banks from extending loans to auditors who are engaged in examin
ing their records and transactions.
Auditors are pledged to professional secrecy, except if required
to give testimony before a court (Art. 25 ) .
Any person who proposes to display for sale, to offer for sale,
or to sell publicly, securities of the type referred to in Art. 26 shall
give fifteen days' advance notice to the Banking Commission.
Advance notice is also required for any increase in capital by means
of public subscription (Art. 26) . The minimum information to be
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supplied to the Commission when action under Art. 26 is con
templated is set forth in Art. 27.
If the Commission finds that the display, offer, or sale of securi
ties is likely to have disequilibrating effects on the capital market,
it will suggest a reduction or a staggering ( cchelonnement) of such
action; in the absence of an amicable agreement, the Commission
may render a reasoned decision ( decision motivce ) prohibiting the
projected action for a period not exceeding three months (Art. 28 ) .
Art. 29 specifies the procedure which the Banking Commission
shall adopt if it has reason to believe that the contemplated display,
offer, or sale of securities is apt to mislead subscribers. No inter
vention on the part of the Commission may be mentioned in any
form in connection with advertising, displaying, alTering to sell,
or publicly selling bonds and other securities (Art. 30 ) . The sale
abroad of securities of Belgian companies is also subject to Arts.
26-27 (Art. 3 1 ) . The Minister of Finance may, at the request of
the Banking Commission, prohibit the introduction on the Stock
Exchange of securities issued in a form likely to mislead subscribers
(Art. 32 ) .
A company whose capital is divided into shares, and which
customarily engages in the public display, ofier, or sale of bonds
and other securities, shall submit annually to the Banking Com
mission the list required under item 2° of Art. 78 of the coordinated
laws on commercial companies 5 (Art. 3 3 ) .
The provisions of Title II of the Law are not applicable to the
public display, offer, or sale of securities issued or guaranteed by
the State or its political subdivisions or issued by the Municipal
Credit Fund of Belgium, subject to the exception provided by
Art. 26 as regards securities guaranteed by the State or its political
subdivisions (Art. 3 4 ) .
By virtue of Art. 3 5 , the Banking Commission was established
and charged with the implementation of the Law. The Commis
sion is an autonomous entity, having its seat in Brussels ; the rules
governing its work are subject to approval by Royal Decree
(Art. 3 5 ) . Art. 3 6 provides that the costs involved in the work
of the Commission shall be defrayed by the National Bank in
accordance with an agreement between the Government and the
5 For the text of Art. 78, see Fernand Baudhuin, Code economique et
financier, 2nd ed. ( Brussels, 1964 supplement ) , p. 1242.
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National Bank, and that the Commission may request the National
Bank to provide it with a secretariat.
The Banking Commission is composed of a president and six
other members; the members of the Commission are appointed and
may be dismissed by virtue of a Royal Decree to be countersigned
by the Minister of Justice, the Minister of Finance, and the
Minister of Economic Affairs. The president and the other mem
bers of the Commission may not be members of the board of
directors or executives of a bank. Their remuneration is fixed by
Royal Decree. The term of office of all members, including the
president, is six years (Art. 3 7 ) .
The B anking Commission supervises the activities of the auditors
and may require them to report to it; such reports may not disclose
the relations between the bank concerned and an individual client,
except (a) if transactions have been carried out in contravention of
laws and decrees ; ( b ) if the client is in a state of bankruptcy
(hat de faillite) or composition ( regime du concordat) , 6 is in
receivership (gestion controlee ) , or has been authorized to defer
payments ( sursis de payement) ; or (c) if the bank concerned has
extended credits which endanger its liquidity (Art. 38 ) .
The B anking Commission may charge the National Bank with
making inquiries or preparing expert reports of the kind enumerated
in Art. 39 of the Law. 7
Without prejudice to Art. 29 of the Code of Criminal Procedure
and the obligation to testify in court in accordance with the law,
the members of the Commission may not divulge any information
which has come to their knowledge in the course of their work
(Art. 40) .
The Commission shall publish annually a report on its activities
( Art. 4 1 ) .8
Penal provisions are set forth in Arts . 42-46, transitional
provisions in Arts. 47-60, and miscellaneous provisions in Arts.
6 1 -66.
6 Composition may be defined as an arrangement by a debtor who has
become unable to meet in full his monetary obligations toward his creditors,
under which the creditors accept a pro rata reduction of their claims.
7 For the text of Art. 39, see below, p. 97.
s See, for example, Commission Bancaire, Rapport annuel, 1965 (Brussels,
1 966 ) .
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ARTICLES 1 1 , 1 3 , 39, AND 3 9bis
Art. 11, § 1 . The Banking Commission may, by Regulations that are
subject to the approval of the Minister of Finance and the Minister of
Economic Affairs, periodically set the ratios that various categories of
banks must maintain :
(a) Between their liquid assets and their easily realizable assets or
certain parts thereof on the one hand, and their demand and short-term
liabilities on the other;
( b ) Between their capital and reserves on the one hand, and either the
total amount of their deposits or their total demand and short-term
liabilities on the other.
The Banking Commission may, when justified by unusual circumstances,
grant a waiver of the Regulations provided for in § 1 .

§ 2 . The Banking Commission may, by a reasoned decision taken b y a
two-thirds majority, and with the approval of the National Bank of Belgium,
fix maximum interest rates for certain specifically designated categories
of credit transactions.
Such a decision shall be implemented only after approval by the
Ministers of Finance and Economic Affairs.
Art. 13. Banks organized in one of the forms set forth in Article 8 shall
be obligated to invest their legal reserves in securities either issued by the
Government, the Colony, the provinces, or the municipalities, or guaranteed
by them. Securities in the reserve shall be entered separately in the
balance sheet. They may be entered at their purchase price, provided that
it is not higher than their redemption price.
Art. 39. The Banking Commission may also instruct the National Bank
of Belgium to undertake inquiries, audits and expert reports :

1 o When the certified auditors report matters of a serious nature or
matters that are contrary to law, or the banks have taken no action on
observations made to members of their boards or to their managers, in
conformity with Article 23;
2° When the bank is in receivership or undergoing composition or
bankruptcy proceedings, or if it has been authorized to defer payments;
3 o When the bank does not furnish the information required by law or
places obstacles in the path of the auditor's investigations;

4 o When the Commission has serious reason to believe that the manage
ment of the bank is imprudent and dangerous or that its liquidity is
endangered;
5° When the Commission has serious reason to believe that the certified
auditors are not faithfully carrying out their duties.
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Art. 39bis. The Banking Commission may require reports from commis
sioners, representatives and deputies of the Government serving with
credit institutions governed by a special law, with stock and foreign currency
exchanges, or with royal committees for the listing of securities (comites de
la cote du Royaum e ) .
The purpose o f these reports shall b e t o inform the Banking Commission
of all transactions and decisions that may exert an influence on the capital
market and to inform the Commission of the results of such transactions
and decisions.

The Monetary Unit :

A Note

The basic monetary unit of Belgium is the franc (see Art. 1 of
the Monetary Law, 1 957, below) .
For information on the legal and factual status of the franc as
unit of account and money of payment in Belgium, see Rene
Sedillot, Toutes les monnaies du monde: Dictionnaire des changes
(Paris, 1 9 55 ) , pp. 203-205, and Fernand Baudhuin, Code eco
nomique et financier, 2nd ed. ( Brussels, 1 964 supplement) , pp.
93 1-935.
Par Value. With effect from December 1 8, 1 946, Belgium agreed
with the International Monetary Fund on an initial par value for
the franc of 0.0202765 gram of fine gold per franc or 43.8275
francs per U.S. dollar. With effect from September 22, 1 949, the
Fund concurred in the proposal of Belgium to change the par value
to 0.01 77734 gram of fine gold per franc or 50 francs per U.S.
dollar.
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1

Art. I. The franc, the Belgian monetary unit, shall consist of 1 9.74824 173
milligrams of gold, 9°%ooo fine.2
Art. 2. All gold coins struck before the entry into force of the present
Law shall cease to be legal tender among private persons and to be
accepted in payment at public pay offices.
Art. 3. Notes of the National Bank of Belgium shall be accepted as
legal tender by public pay offices and by private persons, notwithstanding any
agreement to the contrary.
The above provision may not be invoked by the National Bank of
Belgium vis-a-vis holders of its notes.
Art. 4. The National Bank of Belgium is temporarily exempted from the
obligation to redeem its notes in specie.
The King may, by decree deliberated in Council of Ministers, ter
minate this exemption.
He may also, by the same procedure, determine other conditions of
exchange or payment of the notes of the National Bank of Belgium.
Art. 5. Until convertibility of the notes of the National Bank of Belgium
has been restored pursuant to Article 4, the Bank must carry out its
operations in foreign currencies, gold coins or gold bars on the basis of the
legal value of the franc defined in Article 1 .
The present Article is without prejudice to the application of Article 6
of Decree-Law No. 5 of May 1 , 1 944, amended by the Law of July 28,
1 948, authorizing the King to determine the terms of purchase and sale
of gold and foreign currencies and relieving the National Bank of Belgium
of the obligation to maintain a reserve in gold and foreign currencies at
least equal to forty per cent of its sight liabilities.
Art. 6. The second paragraph of Article 7 of Royal Decree No. 29 of
August 24, 1939 Concerning the Activity, Organization and Powers
of the National Bank of Belgium, Issued in Implementation of the Law of
May 1 , 1 939, is replaced by the following provision :
"The Bank must have a reserve in gold at least equal to one third of
the amount of its sight liabilities."
���-- -- - �- - - ------------ �--

1

The full title in French is Loi du 1 2 avril 1 957 relative au statu!
monetaire. In English it is Law of April 1 2, 1 957 Pertaining to the Monetary
Regime. The Law was published in the Moniteur beige on April 1 8, 1 957
and entered into force on April 28, 1 957.
It may be noted that the Constitution of Belgium (February 7, 1 8 3 1 )
provides in Art. 74 that the King "shall have the right to coin money, in
accordance with the law."
2 This definition of the franc in terms of gold 9 0%000 fine corresponds
to the par value agreed with the International Monetary Fund of
0.01 77734 gram of fine gold.
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Article 30 of the By-Laws of the National Bank of Belgium shall be
brought into conformity with the preceding provision.
Art. 7. The following are repealed :

( 1 ) Article 6 of the Law of June 20, 1 873 on checks and other pay
ment orders, and tenders;
(2) Articles 1, 4, 7, 8 and 9 of the Law of December 30, 1 885,
approving the Act of December 12, 1 885 by which Belgium
adheres to the monetary convention concluded in Paris on Novem
ber 6, 1 885 between France, Greece, Italy and Switzerland, and to
the arrangement and declaration annexed thereto;
( 3 ) The Royal Decree of August 2, 1 9 14, concerning the notes of the
National Bank, confirmed by the Law of August 4, 1 9 14;
( 4 ) The Royal Decree of October 25, 1 926, pertaining to monetary
stabilization, and the second sentence of the first paragraph of
Article 1 0 of Royal Decree No. 29 of August 24, 1939 Concerning
the Activity, Organization and Powers of the National Bank of
Belgium, Issued in Implementation of the Law of May 1, 1939;
(5) The Monetary Law of March 30, 1 935, amended by Royal Decree
No. 273 of March 3 1 , 1 936;

(6) The Decree-Law of May 10, 1 940, suspending convertibility of
the notes of the National Bank of Belgium;
( 7) Articles 1 through 5, 8 and 9 of Decree-Law No. 5 of May 1, 1 944
authorizing the King to determine the terms of purchase and sale
of gold and foreign currencies and relieving the National Bank of
Belgium of the obligation to maintain a gold and foreign currency
cover equal to at least forty per cent of its demand liabilities;
( 8 ) The Decree of the Ministers-in-Council No. 6 of May 1, 1944,
issued in implementation of the Decree-Law of May 1, 1 944,
concerning the terms of purchase and sale of gold and foreign
currencies.
Art. 8. The King is authorized to coordinate the present Law with all
other monetary provisions of previous laws concerning legal gold coins
and fractional coins as well as notes of the National Bank of Belgium.
To this end, he may:

( 1 ) Change the order and numbering of the articles to be coordinated,
regroup them under new provisions and amend references for the
purpose of ensuring conformity with the new numbering;
( 2 ) Without affecting the principles set forth in the provisions to be
coordinated, and taking into account the implicit changes which
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have been made i n those provisions, amend the text thereof for the
purpose of ensuring conformity and uniform terminology.
The coordinated work shall bear the following title : "Coordinated Laws
Establishing the Monetary Regime of Belgium."

Bretton Woods Agreements Measures

Sole Article.

Law of December 26, 1945

1

Proposals for the Articles of Agreement establishing the
International Monetary Fund and proposals for the Articles of Agreement
establishing the International Bank for Reconstruction and Development,
in the form agreed on by the Final Act of the United Nations Monetary and
Financial Conference held at Bretton Woods from July 1 to July 22, 1 944,
are hereby approved.
We promulgate the present Law and order that the State seal be
affixed thereto and that it be published in the Moniteur beige.

Decree of April 5, 1946

2

Having considered the Law of December 26, 1 945 approving the Final
Act of the United Nations Monetary and Financial Conference held at
Bretton Woods from July 1 to July 20, 1 945 [sic];
Upon the proposal of the Minister of Foreign Affairs and Foreign
Trade and the M inister of Finance,
WE HAVE DECREED AND DECREE :
Art. I. The Minister of Finance shall be authorized to make financial
transactions which require the intervention of the Belgian Government
under the agreements establishing the International Monetary Fund and
1 The full title in French is Loi portant approbation de l'Acte final de la
Conference monetaire et financiere des Nations unies tenue a Bretton-Woods
du 1 er au 22 juillet 1 944. In English it is Law Approving the Final Act of
the United Nations Monetary and Financial Conference held at Bretton
Woods from July 1 to July 22, 1 944. The Law was promulgated on
December 26, 1 945 and published in the Moniteur beige on March 13, 1 946.
2 The full title in French is Arrete du Regent relatif au Ponds monetaire
international et a la Banque internationale de reconstruction et de
developpement economique. In English it is Decree of the Regent Con
cerning the International Monetary Fund and the International Bank for
Reconstruction and Development. The Decree was issued on April 5, 1 946
and published in the Moniteur beige on April 1 2, 1 946.
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the International Bank for Reconstruction and Development. More particu
larly, he shall be authorized to do the following :
A. Pay to the International Monetary Fund:
( 1 ) The amount of the subscription of the Belgian State due to the Fund,
in conformity with Article Ill, Sections 3 ( a ) and 4 ( a ) , of the Fund
Agreement; a
( 2 ) All amounts to be paid to the Fund to compensate any possible
reduction in the gold value of the Fund's holdings of Belgian currency, in
conformity with Article IV, Section 8 ( b ) and (d) , of the Fund Agree
ment;
( 3) All amounts which may be due to the Fund because of losses
resulting from failure or default on the part of the depository designated
by the Belgian Government, for the holdings of the Fund, in conformity
with Article XIII, Section 3, of the Fund Agreement.
B. Pay to the International Bank for Reconstruction and Development:
The amount of the subscription of the Belgian State due to the Bank, in
conformity with Article II, Section 3 (a ) and Sections 4, 5, 6, 7 and 8, of
the Bank Agreement, as well as amounts which may be due, in conformity
with Article II, Section 9, of the aforesaid Agreement, as compensation for
any possible reduction in the gold value of said subscription.
Art. 2. The M inister of Finance shall be authorized to issue and to remit
to the Fund or to the Bank non-negotiable, non-interest-bearing Treasury
notes and obligations payable on demand, in conformity with Article Ill,
Section 5, of the Fund Agreement and with Article V, Section 12, of the
Bank Agreement.
Art. 3. The Minister of Foreign Affairs and Foreign Trade and the
Minister of Finance are entrusted, each in his respective field, with the
carrying out of the present Decree.

-----� ------- ------

-

------------

a

Belgium's initial quota in the Fund, US$225 million, was increased to
US$337.5 million with effect from October 15, 1 959, and to US$422 million
with effect from July 26, 1 966 (pursuant to Resolutions of the Board of
Governors of the Fund Nos. 14-1 and 20-7, respectively ) . Also, Belgium
is a participant in the Fund's General Arrangements to Borrow, for amounts
not exceeding BF 7,500 million (equivalent to US$ 150 million ) ; see
Appendix VI, below.
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The National Bank of Denmark Act, 1936 1
NoTE :-The National Bank in Copenhagen (Nationalbanken
i Kj)!lbenhavn ) was founded by Charter of July 4, 1 8 1 8, which
was renewed by Law No. 1 57 of July 1 2, 1 907 for a period of
thirty years expiring on July 1 , 1 9 3 8 . Under Art. 1 1 of the
Regulations of the National B ank in Copenhagen, 1 908, the Bank
had the sole right to issue in Denmark notes payable to bearer on
demand, a privilege originally granted by Art. 42 of the 1 8 1 8
Charter. In accordance with Sec. 1 of Act No. 1 1 6 of April 7,
1 936, the National Bank of Denmark (Danmarks Nationalbank )
was established as the central bank of the country with effect from
May 28, 1 9 3 6 and became the successor of the National Bank in
Copenhagen.

OBJECTS OF THE BANK

Sec. l. The National Bank of Denmark, which, at the coming into
force of this Act (see Section 33), takes over The National Bank in Copen
hagen, shall as the central bank of this country have the object in conformity
with this Act and the regulations issued under this Act of maintaining a
safe and secure currency system in this country and facilitating and regulat
ing the circulation of money and the extension of credit.

CA IT L FuND AND DoMICILE
The General Capital Fund of the Bank shall be fifty million
GENERAL

P

A

kroner.
The Head Office and domicile of the Bank shall be
Sec. 2.

in

Copenhagen.

Sec. 3. The management of the Bank shall be entrusted to a Board of
Directors, a Committee of Directors and a Board of Governors.
The members of the Board of Directors, the Committee of Directors and
the Board of Governors shall be Danish subjects with domicile in Denmark;
in addition, they shall be of age, enjoy the reputation and confidence preLov om Danmarks Nationalbank. Act No. 1 16 of April 7, 1936 as
amended through July 3 1, 1966. For a consolidated text in Danish, see
Bestemmelser Vedrtj rende Danmarks Nationalbank (Copenhagen, 1942),
pp. 1-16. In the version published here, the word Section (Sec.) corresponds
to the sign §. Also, all references to the national legislature have been
changed from Rigsdag to Folketing, in accordance with the Constitution of
the Kingdom of Denmark Act of June 5, 1953.
MANAGEMENT

1

1 07
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requisite to the offices (appointments, tasks) and not be deprived of the
right to dispose of their estate.
Sec. 4. The Board of Directors shall consist of twenty-five members, viz. :

(a) Eight members with a seat in the Folketing. These are to be elected
according to the rules of Section 3 1 of the Constitution.2 In case
one of these members resigns his seat in the Folketing, a new election
shall be held for the remaining term of office of the resigning member.
The resigning member keeps his seat on the Board of Directors until
a successor has been elected.
( b ) Two members of which one shall be an economist and the other a
lawyer. These members, who may not be members of the Folketing,
shall be appointed by the Minister of Trade, Industry and Shipping.
(c) Fifteen members with a thorough knowledge of the economy. These
members, who may not be members of the Folketing, shall be elected
by the entire Board of Directors so that three members retire every
year. Due regard shall be paid at the election to establishing a
comprehensive representation of the various sectors of the economy,
including the workers employed in these sectors, and, further, that
the various geographic areas of the country are represented.
The members mentioned in (a)-(c) shall be elected or appointed for
five years. In case a member retires before the expiration of his term of
office, a new member shall be elected for the rest of the term.
The Board of Directors shall elect for one year at a time a chairman and
a deputy chairman.
Before amendments of the provisions governing the Bank are made, the
Board of Directors shall have an opportunity to give its opinion.
Sec. 5. The Committee of Directors shall be composed of the two
members of the Board of Directors mentioned in Section 4 ( b ) , together
with five members elected for one year at a time by the Board of Directors
from among its members.
The proportional representation system shall be applied, in conformity
with rules laid down in the By-Laws of the Bank, if three members of the
Board of Directors demand it.
The Committee of Directors shall elect for one year at a time a chairman
and a deputy chairman. The election shall be approved by the Minister of
Trade, Industry and Shipping.
Sec. 6. The Board of Governors shall consist of three members. One
of the Governors shall be nominated by the King, and the other Governors
shall be appointed by the Board of Directors on the recommendation of the
Committee of Directors. The first-mentioned Governor shall be chairman
of the Board of Governors.

2 This reference to the Constitution is to the Constitution of the Kingdom
of Denmark Act of June 5, 1 953.
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The Governors shall reside in Copenhagen or in places near Copenhagen.
They shall not have a seat in the management of trade organizations or
companies nor carry on or take part in private trading activity. The Gover
nors shall be under the obligation to send in their resignation before the
expiration of the month in which they complete their seventieth year.
THE ROYAL BANK-COMMISSIONER
Sec. 7. The Minister of Trade, Industry and Shipping in his capacity
as Royal Bank-Commissioner shall see that the Bank fulfills its obligations
under this present Act and under the ordinances and provisions given
pursuant to this present Act.
The Royal Bank-Commissioner presides at the meetings of the Board of
Directors. He shall have admission to the meetings of the Committee of
Directors and shall be supplied with information concerning the Bank to
the extent he may desire.
Decisions of a particularly far-reaching character cannot be taken at a
meeting of the Committee of Directors when the Royal Bank-Commissioner
is not present, unless he has been informed in advance that the case will be
dealt with at the meeting.

BANK NOTE ISSUE
Sec. 3. The Bank shall have the sole right to issue notes.
The notes issued by the Bank shall be legal tender in private transactions
and for payments and disbursements which take place in public pay offices.
When the Minister of Trade, Industry and Shipping gives his permission
notes may be called in, and they shall then cease to be legal tender from the
date which may be fixed by ordinance from the Minister of Trade, Industry
and Shipping. After the expiration of twelve months from this date the
called-in notes shall no longer be a valid claim against the Bank, provided
that the Bank shall have the right to redeem the notes after this time if
circumstances justify it.
The denominations, text and form shall be approved by the Minister of
Trade, Industry and Shipping.
Sec. 9. The Bank shall be permitted to put into circulation the amount
of notes which at any time may be found to be required.
The Bank shall, however, possess free from any encumbrance :

(a) a gold fund, as set forth in Section 10;
( b ) assets of the nature laid down in Section 1 1 at a value corresponding
to not less than that part of the active note circulation which is not
covered by the gold fund.
Sec. 10. The gold fund shall cover at least twenty-five per cent of the
total active note circulation. It may consist of :
(a) gold, be it in coin or ingots, either in the custody of the Bank or
handed over by the Bank to the Royal Mint to be coined or melted;
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( b ) gold which properly secured has been deposited abroad or which is
in transit through, to or from foreign countries, provided that such
gold shall not count when the Bank's right to dispose thereof is
restricted; the gold under this subsection shall not exceed five per cent
of the total active note circulation.
For up to five per cent of the note circulation, non-interest-bearing net
credit balances on demand with foreign central banks, approved for this
purpose by the Royal Bank-Commissioner, may take the place of gold.
The value of legal-tender gold coin shall be determined by the nominal
value, and the value of other gold coin and of gold in ingots shall be deter
mined by their content of fine gold, the price of the gold in Danish currency
being calculated in conformity with the provisions of the Coinage Act. Credit
balances in foreign currency shall not be calculated at a price higher than
that quoted on the Royal Exchange on the day of settlement.
Sec. 1 1 . The following may serve as cover for that part of the note
circulation which need not be covered by the gold fund : gold and net credit
balances on demand with foreign banks, provided that they have not been
included under Section 1 0; bills of exchange; Treasury bills; bonds that are
quoted on the Royal Exchange; and advances for which proper security has
been given.
Sec. 12. The Bank shall at the end of every month report to the Royal
Bank-Commissioner on the cover for the notes in circulation.
In case of any deviation from the rules set forth in Sections 9- 1 1 governing
the cover for the notes issued by the Bank, it shall be the duty of the Bank
to correct the deviation before the end of the succeeding month.
Sec. 13. Under special circumstances the Board of Directors shall, after
having obtained the permission of the Minister of Trade, Industry and
Shipping, for a period of up to three months at a time be allowed to deviate
from the rules prescribed for the note cover. A decision to this effect shall
be adopted by at least two thirds of all the members of the Board of
Directors. It shall be the duty of the Bank as soon as possible to re-establish
the normal cover ratio.

REDEMPTION OF THE NoTES OF THE BANK, ETC.
Sec. 14. The Bank shall be under the obligation to redeem at its Head
Office on demand the notes iss�1ed by the Bank, at their face value, either
with legal-tender gold coin or with gold ingots of ordinary fineness and
weight, when notes are delivered in items corresponding to the V«lue of an
ingot.
The Bank shall likewise be under the obligation to buy at its Head Office
from any person who might desire it ingots of fine gold at a price corre-

©International Monetary Fund. Not for Redistribution

NATIONAL BANK OF DENMARK ACT,

------

1936

111

------ ----

sponding to the gold price fixed by the Coinage Act with the deduction of
one-fourth per cent seigniorage.
The above provision can only be suspended by law.3

OTHER FUNCTIONS OF THE BANK
Sec. 1 5. The functions of the Bank shall comprise in particular receipt
of money on folio account and current account, receipt of deposits in safe
custody, granting of advances and discounting of bills of exchange, as well
as transactions in gold, foreign currency and securities.
Advances shall be granted only against satisfactory security and normally
for one to three months but not more than six months. Advances may be
renewed.
Further provisions governing the general functions of the Bank shall be
laid down in the By-Laws of the Bank.

Sec. 16. The Bank shall receive payments and make disbursements for
the State. The monthly balance sheet shall give the figures of the credit
and/or debit balances of the State with the Bank.

ACCOUNTS AND DISTRIBUTION OF PROFIT
Sec. 17. The financial year of the Bank shall be the calendar year. As
soon as possible after the expiration of the financial year the books shall be
balanced and the accounts for the expired year drawn up. The accounts
shall contain a working account and a balance sheet.
The accounts shall, after careful consideration of existing values and
obligations and after the necessary write-offs and allocations, be rendered
as proper and cautious business practice dictates.
Securities admitted to public quotation on the Royal Exchange shall not
be entered at a higher value than the latest buying rate quoted at the close
of the financial year.
Securities not admitted to public quotation on the Royal Exchange shall
be entered at the estimated value on the day of settlement, but the value
shall not exceed the price at which they were acquired.
Foreign currency shall not be entered at a higher value than the rate of
exchange quoted at the close of the financial year.
Real estate shall not be recorded at a higher value than the buying price
with addition of costs of improvements and deductions corresponding to the
depreciation through age and use and not exceeding the value assessed for
land and building tax.
The book value of other assets shall not exceed the market value.
3 Sec. I of Ordinance No. 344, effective December 3 1 , 1937, provides
as follows : "The National Bank of Denmark shall for the time being
apart from the cases where the Royal Bank-Commissioner might order
otherwise-be exempted from its duty to redeem with gold the notes issued
by the Bank and to buy gold."
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The accounts, when approved by the Board of Directors, shall be sent to
the Minister of Trade, Industry and Shipping together with a report on the
work of the Bank during the year expired.
When the accounts have been approved by the Royal Bank-Commissioner,
they shall be published together with the Bank's report for the year expired.

Sec. 18. The accounts for the financial year shall be audited by two
chartered accountants appointed by the Minister of Trade, Industry and
Shipping for one year at a time.
Sec. 19. The profit earned by the Bank shall go to the Treasury if it
is not allocated to the Reserve Fund or to special guarantee funds.
Out of the profit of the financial year the Treasury shall, prior to other
payments, receive one million kroner.
Thereafter twenty-five per cent of the remainder shall be allocated to
the Reserve Fund if this fund is less than twenty-five million kroner.
The rest of the profit shall be paid to the Treasury under the following
rules:
If the rest of the profit does not exceed four million kroner, one half of
the amount shall be paid to the Treasury and the other half used to pay off
the General Capital Fund Certificate. If the rest of the profit exceeds four
million kroner, two million kroner shall be paid and the remainder used to
pay off the General Capital Fund Certificate. When this certificate has been
redeemed in full, all the rest of the profit goes to the Treasury unless the
Board of Directors with the approval of the Royal Bank-Commissioner
decides to allocate a part of the amount to reserves.
In case the losses of preceding years have entailed drawing on the General
Capital Fund, all payments to the Treasury shall be suspended until the
drawings on the General Capital Fund have been repaid.
In case the losses of preceding years have reduced the Reserve Fund to
less than the amount it constituted when the Bank commenced business, the
payment under the second subsection of this section shall be made ; apart
from this, the whole profit shall be used to increase the Reserve Fund
until it has regained its original size.
GENERAL PROVISIONS
Sec. 20. The Minister of Trade, Industry and Shipping may at the request
of the Board of Governors of the Bank supply the Board with such informa
tion concerning banks, savings banks and the stock exchange as is to be
had from the Bank Inspectorate, Savings Banks Inspectorate and the Stock
Exchange Inspectorate and which the Bank and the Minister find of interest
to the Bank in its capacity as the central bank of the country.
In the same manner the Minister may on application from the aforesaid
Inspectorates and for their use ask for such information from the Bank
as is of interest for the work of supervision.
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Sec. 21. The Bank shall be exempt from any direct tax and levy,
provided, however, that the Bank shall pay taxes upon real estate which is
not used for its own activity and such levies as have the character of special
contributions.
Sec. 22. The Bank may use unstamped paper for its notes and books
and for the drafts, bonds and other documents executed in the course of
banking.
Bonds by which collateral security is pledged to the Bank shall be made
on unstamped paper.
Sec. 23. When evidence placed before the Bank shows to the satisfaction
of the Bank that a receipt for money received on deposit or a memorandum
of deposit probably has been lost, the Bank shall be entitled by a notification,
which is to be inserted in the first number of the Statstidende published in
a quarter of a year, to call the bearer to appear within three months. If
nobody appears the Bank may pay the amount of the document to the
person who is the rightful creditor according to the books of the Bank.
Sec. 24. In case a guarantee has been given for the repayment of an
advance granted by the Bank, and the borrower fails to meet payments due
in respect of the principal, installment or interest, notification thereof shaH,
not later than six months after the maturity of the contribution mentioned,
be sent by registered mail to each of the guarantors or to the guarantor
or guarantors authorized by the others to receive such notification on behalf
of all the guarantors. Failure to do so shall have the effect that the Bank
loses its claim on the sureties to the extent to which the remedy of the
sureties as against the borrower has been reduced in value through such
failure.
Sec. 25. The Bank shall be subject to the provisions laid down in the
Commercial Bank Act, No. 122 of April 15, 1 930, Section 9, subsections
1-4 and 6-9, provided that the Governors of the Bank and Branch Managers
shall not obtain advances from the Bank or the guarantee of the Bank for
advances or be guarantors for debts to the Bank. Furthermore, Section 2 1
o f the same Act shall apply correspondingly with regard to this present Act,
the regulations given under this present Act, and the resolutions of the Board
of Directors.
Sec. 26. The Board of Directors shall, on the recommendation of the
Committee of Directors and subject to confirmation by the Minister of
Trade, Industry and Shipping, draw up the By-Laws of the National Bank
of Denmark, by which rules shall be laid down governing the functions and
the management of the Bank and the salaries and old-age pensions for the
Board of Governors and the staff, etc., and the duties of the auditors.
The By-Laws may be amended by the Board of Directors subject to
confirmation by the Minister of Trade, Industry and Shipping. The amend-
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ments shall be valid when passed by a simple majority of the whole Board
of Directors.4
AGREEMENT ON THE TAKING OVER OF THE
NATIONALBANK I KJjZSBENHAVN

Sec. 27. By agreement between the Nationalbank i Kjpbenhavn on one
side and the Minister of Trade, Industry and Shipping and the Minister of
Finance as representatives of the National Bank of Denmark on the other
side, it may be decided that all the assets and liabilities, rights and duties of
the old Bank shall pass to the new Bank against a consideration in the form
of bonds which are to be redeemed within a certain number of years. The
Government guarantees the interest and redemption of the bonds. The con
sideration which the shareholders of the old Bank receive in the form of
bonds shall not as far as any part thereof is concerned be included in the
taxable income of the holder in question.
At the same time as the new Bank commences business the old Bank shall
cease to exist. The winding-up proceedings shall be conducted by the
National Bank of Denmark. The statutory winding-up rules need not be
observed. The aforesaid bonds shall be issued to bearer. The bonds as well
as transfers endorsed thereon, besides all other documents made for the
purpose of the taking over, shall be exempt from stamp duty nor shall any
fee be paid for the registration at the courts of law.
ABOLITION OF THE ROYAL CHARTER, ETC.

Sec. 28. The Royal Charter of July 4, 1 8 1 8, as supplemented or modi
fied by Act No. 1 5 7 of July 1 2, 1 907, Act No. 483 of August 30, 1 9 1 9 and
Act No. 20 1 of May 20, 1933, shall be repealed. The duty of the Bank to
pay to the Treasury the profit arising from the exemption to redeem with
gold the notes issued by the Bank shall likewise end.
The statutory provisions which otherwise apply to the Nationalbank
Kjpbenhavn shall in future apply to the National Bank of Denmark.
TRANSITIONAL PROVISIONS

Sec. 29. The entire General Capital Fund mentioned in Section 2 shall
be subscribed by the Government in the form of a General Capital Fund
Certificate at the coming into force of this Act. Gradually, as portions of
the annual profit are allocated to the General Capital Fund, corresponding
amounts shall be used to pay off the General Capital Fund Certificate.
The payment of interest on the bonds mentioned in Section 27 shall be
made out of the working account of the Bank before the profit of the year
is ascertained.
4

For the text of the By-Laws, see below, pp. 1 1 6-1 2 5 .
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Sec. 30. The members of the Board of Directors elected at the meeting
of shareholders of the old Bank shall become members of the Board of
Directors of the new Bank and take over the functions conferred on the
members mentioned in Section 4 ( c ) . They shall remain on the Board of
Directors until their term of office expires under the rules hitherto in force.
After the new elections which the Board of Directors holds, and until the
end of the month of July 1938, the provisions of Section 4 (c) shall not apply
in the case of a re-election.
Sec. 31. When the bonds mentioned in Section 27 are to be allotted to
the shareholders of the Nationalbank i Kjpbenhavn, they shall be delivered
to the person who holds the shares with legal title in due form.
In exchange for shares registered in the name of the holder in the books
of the Bank, bonds may also be handed out under the following rules :
(a) When evidence placed before the Bank shows to the satisfaction of
the Bank that a share certificate probably has been lost, the N ational Bank
of Denmark shall be entitled by a notification in the Statstidende to call the
person who might be in possession of the share certificate to appear within
six months. If nobody appears, the Bank may deliver the bonds corre
sponding to the share certificate to the person registered in the books of
the Bank as owner of the share certificate.
( b ) In case of defects in the transfer of title endorsed on a share certifi
cate, the National Bank of Denmark shall , if it is of the opinion that the
asserted ownership of the bearer is well founded, be entitled to call the
person or persons who might have any objection to the bearer's ownership
of the share certificate to appear within the aforesaid notice. If no objections
are made the Bank may deliver the bonds to the bearer of the share
certificate.
When evidence placed before the Bank shows to the satisfaction of the
Bank that a share certificate which according to the books of the Bank is
made out to bearer probably has been lost, and the person notifying the
loss possesses the coupons belonging to the share, the National Bank of
Denmark shall be entitled to pay to such person the interest due on the
bonds corresponding to the share. If the Bank does not find to its satisfaction
that the share certificate has been destroyed, the interest shall not be paid
to him until February 1 , 1 937. If nothing to invalidate the right of the
person notifying such loss has occurred within five years from the taking
effect of this Act, the Bank may deliver the bonds to him.
In case cash amounts are to be allotted to the shareholders, payment shall
be made against presentation of the dividend coupon for the year current
at the taking effect of this present Act.
After the expiration of five years from the taking effect of this Act, all
rights to claim bonds in exchange for the old shares or cash allotments shall
be forfeited, and the undelivered bonds and cash amounts shall fall to the
National Bank of Denmark without compensation to the former share
holders. Amounts that have accrued in this way shall be allocated to the
Reserve Fund of the Bank.
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Sec. 32. In the period until the expiration of the year 1 948, the above
provisions can only be amended by the consent of a majority of all the
members of the Board of Directors; see, however, the last subsection of
Section 14.
ENTRY INTO FoRCE

Sec. 33. The first subsection of Section 27 shall take effect at once.
Otherwise, the Act shall take effect on such date as may be fixed in the
agreement mentioned in Section 27. The Minister of Trade, Industry and
Shipping shall publish the date of the entry into force of this Act.
With which all those concerned shall have to comply.

The By-Laws of the National Bank of Denmark 1
I. MANAGEMENT
A. BOARD OF DIRECTORS

Sec. I. The Board of Directors shall consist of twenty-five members, viz. :
(a) Eight members with a seat in the Folketing. These are to be elected
according to the rules of Section 3 1 of the Constitution.2 In case one
of these members resigns his seat in the Folketing, a new election
shall be held for the remaining term of office of the resigning member.
The resigning member keeps his seat on the Board of Directors until
a successor has been elected.
( b ) Two members of which one shall be an economist and the other a
lawyer. These members, who may not be members of the Folketing,
shall be appointed by the Minister of Trade, Industry and Shipping.
(c) Fifteen members with a thorough knowledge of the economy. These
members, who may not be members of the Folketing, shall be elected
by the entire Board of Directors so that three members retire every
year. Due regard shall be paid at the election to establishing a
comprehensive representation of the various sectors of the economy,
1 Reglement for Danmarks Nationalbank. As amended through July 3 1 ,
1 966. Pursuant to Sec. 26 of the National Bank o f Denmark Act, 1 936
(see above) , the By-Laws were adopted on May 28, 1936 by the Board of
Directors of the National Bank on the recommendation of the Committee of
Directors of the Bank, and they were confirmed on the same day by the
Minister of Trade, Industry and Shipping in his capacity as Royal Bank
Commissioner.
In the version published here, the word Section (Sec.) corresponds to the
sign §. Also, all references to the national legislature have been changed
to read Folketing, in accordance with the Constitution of the Kingdom of
Denmark Act of June 5, 1 953.
2 This reference to the Constitution is to the Constitution of the Kingdom
of Denmark Act of June 5, 1 953.
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including the workers employed in these sectors, and, further, that
the various geographic areas of the country are represented.
The members mentioned in (a)-(c) shall be elected or appointed for
five years.
The members mentioned in (c) shall be elected at the meeting of the
Board of Directors where the annual accounts are submitted for approval.
The term of office shall commence on the ensuing April 1 .
The members mentioned i n ( a ) and ( b ) shall be elected or appointed for
a corresponding term of office.
If a member of the Board of Directors dies or retires before the expiration
of the term of office, another member shall be elected for the rest of the term.
The Board of Directors shall elect for one year at a time a chairman and
a deputy chairman. The elections shall take place at the meeting of the
Board of Directors where the annual accounts are submitted for approval.
The term of office shall commence on the ensuing April 1 .

Sec. 2 . The Board o f Directors shall meet once every three months and
otherwise as often as the chairman deems it necessary, or when the Royal
Bank-Commissioner or five members demand it. The Board of Directors
constitutes a quorum when fifteen members are present.
Decisions shall be passed by a majority of votes; in the case of a tie, the
chairman shall have the deciding vote.
The Royal Bank-Commissioner shall preside at the meetings of the Board
of Directors.
When the chairman deems that for special reasons a case should be
decided without a meeting being held, the decision of the Board of Directors
may be made in writing unless the Royal Bank-Commissioner or at least
five members of the Board of Directors demand that the case be dealt with
in a meeting.
Sec. 3. No person in the service of the Bank may be a member of the
Board of Directors.
During the absence of a Governor a member of the Board of Directors
may temporarily be appointed Governor; but the person appointed shall not
in that period be entitled to vote on the Board of Directors. A deputy of
the Governor nominated by the King shall be appointed by the Royal Bank
Commissioner. A deputy of a Governor appointed by the Board of Directors
shall be appointed by the chairman of the Board of Directors, as far as
possible after consultation with the Committee of Directors.
Sec. 4. All matters of special importance which may be considered to
be outside the domain of daily business shall to the greatest extent possible
be submitted to the Board of Directors. However, if the case be so urgent,
that in the opinion of the Board of Governors the decision cannot prudently
be postponed until such submission, the Board of Governors shall act, if
possible after previous consultation with the Committee of Directors, and
shall see to it that the case as soon as possible is submitted to the Board of
Directors.
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The Board of Directors shall see to it that the rules governing the func
tions of the Bank as laid down in the National Bank of Denmark Act and
in these By-Laws are observed, and that notes are not issued in violation
of the rules prescribed.
Every three months the Board of Governors shall submit to the Board
of Directors balance sheets from the ledgers of the Bank and a statement
on the note cover. Moreover, at the quarterly meeting the Board of Gover
nors shall report on the more important business transacted by the Bank
since the last quarterly meeting.
It shall be the duty of the Board of Directors:
( 1 ) To elect on the recommendation of the Committee of Directors two
of the three Governors of the Bank. A majority of all the Directors
shall be required to validate the election of a Governor.
( 2 ) To draw up the By-Laws governing the functions of the Bank under
Section 26 of the National Bank of Denmark Act, and submit the
said By-Laws to the Royal Bank-Commissioner for confirmation.
( 3 ) To decide on the establishment and closing of branches.
( 4 ) To make regulations for the salaries and old-age pensions of all the
officials of the Bank inclusive of the Governors.

(5)

To elect every three months two directors who together with a
member of the Committee of Directors by an examination in the
Bank make themselves acquainted with its work and, if convenient,
without assuming an auditor's liability, draw samples at random
from the holdings and engagements of the Bank in such a way that
the members in question in each case shall be free to decide what
departments of the Bank they wish to examine.

( 6 ) On the basis of the report of the Board of Governors and the Com
mittee of Directors to examine the annual accounts of the Bank, to
decide upon write-offs and allocations, etc., to determine the distribu
tion of the annual profit and to submit the annual accounts to the
Royal Bank-Commissioner for approval.
( 7 ) To make decisions pursuant to Section 1 3 of the National Bank of
Denmark Act granting permission to deviate from the note cover
requirements of the said Act.
Contributions to undertakings for the public benefit may on the recom
mendation of the Board of Governors and the Committee of Directors be
granted by the Board of Directors when approved by the Royal Bank
Commissioner.
B. COMMITTEE OF DIRECTORS

Sec. 5. The Committee of Directors shall be composed of the two
members of the Board of Directors mentioned in Section I ( b ) together
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with five members elected for one year at a time by the Board of Directors
from among its members. The election shall take place at the meeting of
the Board of Directors at which the annual accounts are submitted for
approval. The term of office shall commence on the ensuing April 1 .
I f three members of the Board of Directors demand it, the proportional
representation system according to Andne's extended method shall be applied.
If a member of the Committee of Directors dies or retires before the
expiration of the term of office another member shall be elected for the rest
of the term.
The Committee of Directors shall elect for one year at a time a chairman
and a deputy chairman. The elections shall be confirmed by the Minister of
Trade, Industry and Shipping. The elections shall take place as soon as
possible after the meeting of the Board of Directors where the annual
accounts are submitted for approval. The terms of office shall commence
on the ensuing April 1 .
The members of the Committee o f Directors shall not have a seat i n the
management of other banks. The chairman and deputy chairman shall not
be affiliated with other banks or savings banks.

Sec. 6. The Committee of Directors shall meet once every month unless
another decision is made, and otherwise as often as the chairman deems it
necessary, or when the Royal Bank-Commissioner or three members demand
it. The Committee of Directors constitutes a quorum when four members are
present, including at least one of the two members mentioned in Section 1 ( b ) .
Decisions shall b e taken by a majority o f votes; i n the case o f a tie, the
chairman shall have the deciding vote.
The Royal Bank-Commissioner may attend the meetings of the Com
mittee of Directors.
Decisions of a particularly far-reaching character cannot be taken at a
meeting of the Committee of Directors when the Royal B ank-Commissioner
is not present, unless he has been informed in advance that the case will
be dealt with at the meeting.
Sec. 7. The Committee of Directors shall keep itself informed as regards
the more important aspects of the functions of the Bank. It may at any
time demand from the Board of Governors such information as it might
consider necessary in order to comply with the duties assigned to it.
The Committee of Directors and the Board of Governors should enter
into mutual negotiation and deliberation on cases and matters which are
of a more general importance for the functions of the Bank, including the
rules governing the granting of advances, even though a submission to the
Board of Directors is not required.
All matters placed before the Board of Directors shall first be submitted
to the Committee of Directors. The Committee reports to the Board of
Directors on the matter; the report may be accompanied by the recom
mendations of the Board of Governors. Cases which, owing to their urgent
character cannot be postponed until the submission to the Board of Directors
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has taken place, shall as far as possible be submitted to the Committee of
Directors.
At least once every year the Committee of Directors shall examine the
more important liabilities of the Bank and have all the assets of the Bank
verified. A report concerning these examinations shall be sent to the Board
of Directors.
It shall rest with the Committee of Directors to see to it that the annual
accounts, after careful consideration of existing assets and liabilities and
after the necessary write-offs and allocations, have been rendered as proper
and cautious business practice dictates. Before the Committee of Directors
reports to the Board of Directors, it shall negotiate with the Royal Bank
Commissioner concerning the application of the profit of the year on the
basis of the recommendation of the Board of Governors.
The Committee of Directors shall see that the daily audit provided for
in Section 36 is properly organized.
Furthermore, the Committee of Directors appoints and dismisses on the
recommendation of the Board of Governors the officials of the Bank with
a higher charge than that of senior clerk (see also Section 14) , while the
other officials are appointed by the Board of Governors.
C. BOARD OF GOVERNORS
Sec. 8. The Board of Governors shall consist of three members. One
of the Governors shall be nominated by the King, and the other Governors
shall be appointed by the Board of Directors on the recommendation of
the Committee of Directors. The first-mentioned Governor shall be chairman
of the Board of Governors.
The Governors shall reside in Copenhagen or in places near Copenhagen.
They shall not have a seat in the management of trading organizations or
companies nor carry on nor take part in private trading activity. The Gover
nors shall be under the obligation to send in their resignation before the
expiration of the month in which they complete their seventieth year.
Sec. 9. The Governor nominated by the King as well as the Governors
elected by the Board of Directors shall be appointed for an unlimited time,
but they may be dismissed by the King and the Board of Directors, respec
tively. A majority of two thirds of the whole Board of Directors shall be
required in the latter case.
The Governors shall be entitled to pension from the old-age pension fund
of the National Bank of Denmark.
Sec. 10. The Board of Governors shall meet as often as it is deemed
necessary. Decisions shall be passed by a majority of votes. In the case of a
tie, the Governor nominated by the King shall have the deciding vote.
The Governors shall by mutual agreement divide the duties assigned them
and determine what may be left to a single Governor for decision.
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Sec. 1 1. The Governors shall be present at the meetings of the Com
mittee of Directors and the Board of Directors, unless matters are treated
which concern them personally.
The Governors shall be entitled to take part in the deliberations.
Sec. 12. The day-to-day management of the Bank shall be vested in the
Board of Governors. It shall particularly be the duty of the Board of
Governors :
( 1 ) To see that all the transactions of the Bank are properly entered in
the accounts, and that the staff of the Bank on the whole discharges
the duties assigned them;
( 2 ) To see to the safekeeping of all the assets of the Bank and the valu
ables entrusted to the Bank;
( 3 ) To supervise the printing of the bank notes and the safekeeping and
destruction of canceled notes;
( 4) To see that the management of the business of the branches is prop
erly supervised;
( 5 ) To report every month to the Royal Bank-Commissioner, to the chair
man of the Board of Directors and to the Committee of Directors on
the note cover.

Sec. 13. At least once every month the Board of Governors, itself or
through the auditors mentioned in Section 36, shall examine the cash in
hand and the holdings of the cashiers of the Bank.
D. GENERAL REGULATIONS

Sec. 14. The regulations for the salaries and old-age pensions of the
Governors and other members of the staff of the Nationalbank i Kjpbenhavn
shall remain in force for the Governors and staff of this Bank until they
are altered in conformity with the rules laid down.
The Board of Directors shall fix the number of the officials of the Bank
with a higher charge than that of senior clerk.
Sec. 15. A member of the Board of Directors or the Committee of
Directors shall have no vote in cases concerning agreements between the
Bank and such member or relating to actions brought against such member
nor in case of agreements with or actions brought against a third party
insofar as such member has a considerable interest therein which may be in
conflict with that of the Bank.
The Directors are under obligation to keep secret what they learn through
their work in the Bank.
A Governor shall not make nor take part in decisions which affect him
in a manner as stated above.
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Sec. 16. It shall rest with the Committee of Directors and the Board
of Governors to scrutinize the justification of and security for the transactions
between the Bank and an individual member of the Committee of Directors
or the Board of Directors or with companies of which these members are
managers or directors.
The same shall hold good of engagements which might be contracted with
the Bank, by persons linked to the Governors through marriage, relationship
or affinity in lineal ascent and descent or as brothers and sisters, or by
companies of which such persons are managers.
Sec. 1 7. If a member of the Committee of Directors or Board of Gover
nors of the Bank, a Branch Manager or other member of the staff of the
Bank on behalf of the Bank supervises an undertaking in which the Bank
is interested economically, any remuneration of the person in question will
have to be defrayed by the Bank. The amount of the remuneration shall
be fixed by the Committee of Directors.
Sec. 18. Governors, Branch Managers or other members of the staff
of the Bank must not in any form engage or participate in speculative
transactions.
Sec. 19. Governors, Branch Managers and auditors must not raise loans
in the Bank, obtain the guarantee of the Bank for loans or enter into con
tracts of suretyship for debts due to the Bank.
Sec. 20. The signatures of two duly authorized persons shall be required
to bind the Bank. The chairman of the Committee of Directors shall
authorize officials within the Bank to sign on behalf of the Bank. The names
of the persons authorized to sign on behalf of the Bank shall be published
in the Statstidende.
H.-FUNCTIONS OF THE BANK
Sec. 21. The denominations, text and form of the notes shall remain
unchanged until otherwise provided under Section 8 of the National Bank
of Denmark Act.
Sec. 22. In addition to the issue of notes and the activities and business
in connection therewith, the general functions of the Bank shall particularly
comprise the following transactions:
( 1 ) receipt of money on folio account and current account;
(2) discounting of bills of exchange;
( 3 ) granting of advances against security;
( 4) drawing of checks on Danish and foreign places;
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( 5 ) issuing of bank promissory notes;
( 6 ) depositing of money with correspondents;
( 8 ) purchase and sale of precious metal in coin and ingots;
( 7 ) purchase and sale of securities;

( 9 ) purchase and sale of foreign currency;
( 10 ) receipt of deposits in safe custody.

Sec. 23. The Board of Governors shall fix the rate of interest on folio
account and current account. It may decide that no interest is to be paid
on money deposited.
Sec. 24. Where an amount of interest originating from previous deposits
but no actual deposit has been standing to the credit of an account for five
years, such amount may fall to the Bank.
Sec. 25. The Board of Governors shall fix the rate of discount and the
rate of interest for advances.
When the Board of Governors wishes to alter the rate of discount (the
bank rate ) , it shall notify the Royal Bank-Commissioner and the Minister
of Finance to that effect. The Royal Bank-Commissioner and the Minister
of Finance shall be entitled personally or by deputy to take part in the
deliberations, but they shall have no vote.
When a decision has been taken, the chairman of the Board of Directors
and of the Committee of Directors shall immediately be notified.
Sec. 26. The decisions of the Board of Governors concerning applications
for advances or discounts shall as a rule be given orally. No applicant shaH
be entitled to learn the reason for a refusal.
Sec. 27. Advances shall normaliy be granted for one to three months, but
never for more than six months, and against such collateral as may be con
sidered satisfactory. Advances may be renewed. The Board of Governors
shall decide what securities may be accepted as collateral for advances, and
what percentage of the value of the collateral may be granted as an advance.
Sec. 28. The Bank may demand prepayment of interest for the full term
of an advance or for a part thereof.
Sec. 29. The Bank may issue bank promissory notes to specified persons
and payable up to eight days after date or at sight.
B ank promissory notes shall be paid at the Head Office of the Bank as
well as at its branches.
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Sec, 30. The Board of Governors may decide that checks and transfer
orders shall not be issued for amounts of less than two hundred kroner.
Sec. 31. The Board of Governors shall lay down rules governing the
purchase and sale of foreign exchange and the purchase and sale of securities.
Sec. 32. The Board of Governors shall fix the price at which the Bank
shall purchase and sell precious metal in coin or in ingots; but see Section 14,
second and third subsections, of the National Bank of Denmark Act.
Sec. 33. The Bank shall be the legal depositary of monies and securities
which are lodged pursuant to Act No. 29 of February 1 6, 1 932 concerning
the right of debtors to be released by making a deposit.
Sec, 34. The Bank receives deposits for safekeeping. The rules governing
the deposits and the fees to be charged shall be fixed by the Board of
Governors.
The Bank shall be entitled to refuse to receive a deposit as well as to
rent a safe. Moreover, it shall be entitled to demand the withdrawal of a
deposit and to terminate the renting of a safe without stating the reason.
If a deposit has not been claimed for twenty years and the Bank does not
know the address of the owner, it shall be entitled, by a notification in the
Statstidende, to demand that the depositor, or the person or persons who
deem themselves owners of the deposit, take possession of the deposit within
six months, and if nobody appears, to have the deposit liquidated or sold
at public auction, the proceeds of which shall fall to the Bank; see, however,
Section 5 of Act No. 29 of February 1 6, 1 932.
Memoranda of deposit drawn up before the coming into force of these
By-Laws, and which contain the clause that in case the deposit is prohibited
by statute the proceeds shall fall to the Treasury, shall remain in force.
III.-AccouNTS AND AuDIT

Sec. 35. The financial year of the Bank shall be the calendar year.
The Board of Governors shall, not later than February 1 , hand over the
annual accounts to the chartered accountants appointed by the Royal Bank
Commissioner. When the Committee of Directors has made its report on
the annual accounts and the negotiations with the Royal Bank-Commissioner
have taken place ( see Section 7, fifth subsection) , the annual accounts shall
be submitted to the Board of Directors, but in no case later than March 20.
Sec. 36. The daily audit of all the books of the Bank shall be made by
officials appointed for that purpose. At a branch, however, the audit may,
on the recommendation of the Board of Governors, be made by an auditor
appointed by the Committee of Directors. This audit shall commence
immediately at the beginning of the financial year and be continued daily,
so that it always follows directly after the daily entries.
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The auditors shall keep a record. The auditors' record shall be submitted
to the Board of Governors once a month and be presented at the monthly
meeting of the Committee of Directors. If the audit at a branch is made by
an auditor specially appointed, a report on this audit based on information
from this auditor shall be entered into the record.
The auditors shall enter into their records all information that may be of
importance to the Board of Governors, the Committee of Directors and the
Board of Directors. In case the auditors discover essential irregularities the
auditors shall, besides making entries thereof in the records, without delay
notify the Board of Governors and the chairman of the Committee of
Directors.
It shall be the duty of the auditors to call the attention of the Board of
Governors and the Committee of Directors to deficiencies in auditing and
bookkeeping if such are found.

Sec. 37. The Minister of Trade, Industry and Shipping shall appoint for
one year at a time two chartered accountants to audit the annual accounts
of the Bank. The chartered accountants shall be of age, shall not be
deprived of the right to dispose of their estate, shall not be in the service of
the Bank, shall not be members of the Board of Directors or the Com
mittee of Directors, and shall not be linked to any member of the Board
of Directors, the Committee of Directors or the Board of Governors, to
accountants or cashiers, by being in their service, through marriage, rela
tionship or affinity in lineal ascent or descent, or as brothers and sisters.
During the audit, which shall be performed after careful consideration of
existing values and obligations, the chartered accountants shall be permitted
access to all books relating to the bookkeeping of the Bank and to
examine the cash in hand and the holdings of the cashiers of the Bank. The
Committee of Directors and the Board of Governors shall be under the
obligation to give the chartered accountants any information they might
demand to ascertain the correctness of the accounts. When the chartered
accountants have audited the accounts they shall enter a report on the audit
into the chartered accountants' records. This shall be submitted at the first
ensuing meeting of the Committee of Directors, and the members of the
Committee present shall by their signature confirm that they have taken
notice of the contents. Moreover, the records shall be presented at the first
ensuing meeting of the Board of Directors.
The chartered accountants are under the obligation to keep secret what
they learn through their activity.
Sec. 38. Amendments to these By-Laws may be adopted by the Board
of Directors. In order to make an amendment valid, a majority of all the
Directors shall vote in favor thereof and the resolution shall be confirmed
by the Royal Bank-Commissioner.
Sec. 39. These By-Laws shall come into force when they have been
confirmed by the Royal Bank-Commissioner.
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The Commercial Bank Act, 1930 1
SUMMARY
The Commercial Bank Act comprises 23 sections. Any com
pany which carries on banking operations and in which none of
the participants is personally liable for the company's financial
obligations is subject to the provisions of the Act. Also, the
Joint-Stock Companies Act is applicable to such companies to the
extent that its provisions do not conflict with those of the Com
mercial Bank Act ( Sec. 1 ) .
Companies in the sense of Sec. 1 of the Act shall be entitled and
obliged to use the word "bank," 2 alone or in combination with
other words, in their name and in any description of their activities.
A bank shall not, in its name or in describing its activities, use
words which are likely to give the impression that it is the central
bank of the country ( Sec. 2 ( 1 ) ) .
A bank shall normally carry on no other activity than banking.
Accordingly, a bank may receive deposits ; grant loans ; receive
valuables for safe custody; deal in coined and uncoined gold and
silver; 3 engage in transactions involving money, credit instruments
and securities ; collect claims ; effect payments ; and grant guaran
tees ( Sec. 2 ( 2 ) ) .
A bank may not participate in any trading company, except as
authorized under the Act (see, for example, Sec. 1 2 ( 4 ) ) . The
Minister of Trade, Industry and Shipping (hereafter referred to
as "the Minister" ) determines in case of doubt whether a trading
activity is covered by the Act ( Sec. 2 ( 2 ) and ( 3 ) ) .
The Bank Inspector, appointed by the King, is charged with the
supervision of banks for the Government ( Sec. 3 ) .
The articles of association of any bank require approval by the
1 Lov om banker. Act No. 122 of April 15, 1 930 as amended by Act
No. 1 63 of April 1 3 , 1938 and Act No. 134 of May 25, 1 956. The original
Act entered into force on October 1 , 1 930. For the official text in Danish,
see Bekendtgy)re/se af lov om banker, released by the Ministry of Trade on
June 15, 1 956. In the summary presented here, the word Section (Sec.)
corresponds to the sign § in the Danish text of the Act.
2 The term "bank" as used in this Act refers to "commercial banks," in
contrast to "savings banks" as defined in Sec. 1 of the Savings Bank Act
(No. 1 5 9 ) of 1937 on the one hand, and organs or entities of the State
authorized to carry on banking operations on the other.
3 This provision of the Act should be read in conjunction with the applica
ble Exchange Control Act and Regulations.
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Minister, who determines whether they are in conformity with the
laws and regulations in force. Amendments of the articles of
association of a bank must be approved by the Minister before they
may take effect (Sec. 5 ) .
A bank may not merge with another bank or acquire any other
commercial or savings bank, except with the permission of the
Minister ( Sec. 4 ( 1 ) ) . Foreign b anks shall not establish branches
in Denmark, except with the approval of the Minister ( Sec. 4 ( 2 ) ) .
A share capital of not less than DKr 600,000 is required for the
founding of a bank; at least 50 per cent of each share shall be
paid in before the bank may be set up. The shares must be fully
paid up within one year from the date of the subscription
( Sec. 6 ( 1 ) ) . Any reduction of the share capital requires the
permission of the Minister (Sec. 6 ( 3 ) ) .
A bank shall have net capital assets equivalent to at least one
tenth of its aggregate debts and guarantee commitments or to at
least DKr 400,000, whichever is the greater, provided that the total
guarantee commitments shall not exceed 75 per cent of the net
capital assets. If a monthly or annual balance sheet shows that
these requirements are not met, the prescribed proportions must
be re-established within six months, unless the Minister in special
cases authorizes a longer grace period (Sec. 7 ) . 4
The management of a bank shall consist of one or more bank
managers and a board of directors ( Sec. 8 ( 1 ) ) . The board of
directors shall consist of at least three shareholders. If there are
only three directors, a deputy director shall be designated if one of
the directors is unable to attend a meeting of the board (Sec. 8 ( 2 ) ) .
Apart from the board of directors, a board of representatives
may be selected to discharge functions as specified in the articles
of association. If the board of representatives is required to
certify the accuracy of the annual accounts, this requirement shall
be expressly provided for in the articles of association (Sec. 8 ( 3 ) ) .
Membership on the board of directors or the board of represent
atives is incompatible with the position of bank manager, includ4 This section of the Act should be read in conjunction with the transi
tional provisions of Sec. 2, paragraph 3, of Act No. 134 of May 25, 1 956,
which reads : "By the end of 1 959, any bank existing at the entry into force
of this Act shall have net capital assets of not less than DKr 400,000; the
Minister for Trade may grant a period of grace where special circumstances
warrant it, but not beyond the end of 1 964. Any bank failing to comply
with this stipulation within the grace period prescribed shall go into
liquidation."
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ing branch manager. However, in the absence of a manager or a
branch manager, members of either board may be designated to
act temporarily as bank or branch manager; but so long as they
exercise this function they may not vote either on the board of
directors or the board of representatives (Sec. 8 ( 4 ) ) .
The Act sets forth certain safeguards regarding the security to
be furnished to a bank by members of the board of directors or the
board of representatives who obtain credit from that bank either
for themselves or for companies in which a member of these boards
is a manager or director ( Sec. 9 ( 1 ) ) . Bank managers and other
officials shall not engage in speculative transactions in any form
for their own account (Sec. 9 ( 3 ) ) . Bank managers shall not,
except with the consent of the board of directors, receive loans
from or obtain the guarantee of banks for loans; such consent is
required for each credit transaction with bank managers and shall
be recorded in the minutes of the board (Sec. 9 ( 6 ) ) .
The Act contains detailed provisions on the opening of deposit
accounts and on the issuance of pass books in respect of deposits
received; on the rights of depositors to whom pass books have been
issued; and on related matters. The Minister may, after having
heard the views of the National Bank and of the Danish Com
mercial Banks Association, issue implementing regulations on this
subject (Secs. 1 0, l Oa, and l Ob ) .
Any bank (except banks established and governed by a special
Act) must maintain cash holdings of not less than 1 0 per cent of
the bank's aggregate debts and guarantee commitments as defined
in Sec. 7 of the Act (Sec. 1 1 ( 1 ) ) . Cash in hand (including
absolutely safe and liquid demand deposits with domestic or
foreign banks and balances on postal transfer accounts ) plus the
value of safe, readily marketable securities and credit instruments
not pledged as security for loans-shall amount to not less than
1 5 per cent of the liabilities payable on demand or at shorter
notice than one month (Sec. 1 1 ( 1 ) ) .
A bank's holdings of Danish legal-tender money, of demand
deposits with and checks drawn on the National Bank, of balances
on postal transfer accounts, and of demand deposits with foreign
correspondents and domestic commercial banks shall amount to
not less than 2 per cent of the bank's debts (Sec. 1 1 ( 3 ) ) . Banks
accepting deposits from other domestic commercial banks shall
in addition maintain liquid assets of the type enumerated, equiva-
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lent to 1 5 per cent of such deposits ( Sec. 1 1 ( 3 ) ) . If the liquid
assets of a bank fall below this statutory level, the bank shall
report this fact within eight days to the Bank Inspector, who shall
fix a time limit within which this shortfall must be remedied (Sec.
1 1 ( 2 ) ) or recommend to the Minister such a time limit ( Sec.
1 1 (4 ) ) .
A bank may not normally grant credit or extend guarantees to
one customer in amounts exceeding 3 5 per cent of its net capital
assets. However, the limitation on total commitments to a cus
tomer may be raised to 50 per cent upon the unanimous recom
mendation of the bank managers, if such a recommendation is
endorsed by at least two thirds of the members of the board of
directors; the Bank Inspector shall be notified in writing of
such decisions ( Sec. 1 2 ( 1 ) ) . Sec. 1 2 ( 2 ) lists the items which
may be excluded from the computation of aggregate commitments
to one customer. The Bank Inspector may, subject to adequate
safeguards, permit exemptions from the credit ceilings provided
for in Sec. 1 2 ( 1 ) if he deems such exemption warranted ( Sec.
12(3) ) .
The amount of shares or guarantee certificates in any one corpo
ration or cooperative that a bank may possess or accept as collat
eral is limited to 1 5 per cent of the net capital assets of the b ank.
A bank's total holdings of shares and guarantee certificates in cor
porations and cooperatives shall not exceed 50 per cent of its net
capital assets. However, the Bank Inspector may grant exemption
from these limitations, especially if such exemptions result only in
temporary deviations from the statutory limits and are intended to
facilitate a reorganization of the firms concerned (Sec. 1 2 ( 4 ) ) .
The Bank Inspector is empowered to exercise control over bank
mergers since, except with the consent of the Bank Inspector, a
bank may not acquire, or accept as collateral for loans, voting
shares of other commercial or cooperative banks or of the guarantee
capital of savings banks in amounts exceeding 30 per cent of such
capital ( Sec. 1 2 ( 6 ) ) .
A bank shall not, except as is necessary for carrying on banking
business, possess real property or shares of any kind in real estate
companies of a book value in excess of 20 per cent of its net
capital assets. However, this limit may be temporarily exceeded
if the b ank's holdings of real estate result, for example, from the
settlement of a claim which was secured by a mortgage (Sec. 1 2 ( 5 ) ) .
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The Minister, on the recommendation of the Bank Inspector,
will prescribe common standards for the preparation of the annual
accounts of banks, including standards for the recording of secu
rities, foreign assets and debts. The financial year of banks shall
be the calendar year. So long as the net capital assets of a bank
are less than 1 5 per cent of the bank's total debts and guarantee
commitments, as defined in Sec. 7 of the Act, at least 20 per cent
of the net profit of the financial year shall be allocated to reserves
( Sec. 1 3 ( 1 ) ) .
The accounts of a bank shall be audited by at least two external
auditors, to be elected by the general meeting of shareholders; at
least one of them shall be a certified public accountant. The
Minister may prescribe detailed regulations concerning the auditing
of banks (Sec. 1 4 ( 1 ) and ( 2 ) ) .
The audited annual accounts of a bank, after they have been
approved by the general meeting of shareholders, shall be filed
with the Bank Inspector not later than ten days after the general
meeting and within four months after the expiration of the financial
year to which they refer. Also, monthly statements shall be filed
with the Bank Inspector ( Sec. 1 5 ( 1 ) ) . The duly audited and
approved annual accounts as well as the monthly statements pre
pared at the end of every quarter shall be published in one or
several local newspapers ; the annual accounts shall also be pub
lished in places where the bank has branches (Sec. 1 5 ( 2 ) ) . More
over, a bank shall supply the B ank Inspector with the data which
the Minister deems necessary for the preparation of banking
statistics ( Sec. 1 5 ( 3 ) ) .
The B ank Inspector shall submit an annual report on the activi
ties of all banks to the Minister, who may decide to what extent the
report shall be published ( Sec. 1 5 ( 4 ) ) . 5
The board of directors, managers, or auditors shall notify the
Bank Inspector immediately when they find or have reason to
assume that a bank, in addition to its reserve fund or funds, has
incurred losses equivalent to more than 35 per cent of its share
capital. If the loss exceeds 50 per cent, the board of directors
shall convene a general meeting of the shareholders and report on
the situation. Unless the financial position of the bank is improved
by an increase of the capital to the percentage prescribed in Sec.
5 For a published report, see, for example, the report for 1 965: Beretning
orn de Danske Bankers Virksornhed i Aret 1965 (Copenhagen, 1 966 ) .
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1 6 ( 1 ) or authorized by the Minister, the bank shall suspend its
payments and shall be liquidated, unless the Minister decides other
wise (Sec. 1 6 ( 1 ) ) . The liquidators of the bank, one of whom
shall be qualified for appointment as judge, shall be appointed by
the Minister with due regard to the representation of the depositors
and the shareholders ( Sec. 1 6 (2 ) ) .
The Bank Inspector is charged with enforcing the Commercial
Bank Act; however, any bank concerned may appeal from the
decisions of the Bank Inspector to the Minister ( Sec. 1 8 ( 1 ) ) .
The Bank Inspector shall regularly examine the operations of all
banks, and no information shall be withheld from him by the banks.
He may not divulge the results of his activities ( Sec. 1 8 ( 1 ) and
( 2 ) ) . The Bank Inspector and his staff are pledged to secrecy;
however, if he finds that a debtor owes a considerable amount to
several financial institutions, he may notify this fact to the institu
tions concerned ( Sec. 1 8 ( 3 ) and ( 4 ) ) .
To meet the expenses incurred by the Government on account
of supervision of the banks, each Danish bank shall make a con
tribution in proportion to its total liabilities, while the contribution
due from foreign banks shall be computed by reference to the
total liabilities of their branches in Denmark. Not later than
September 30 of each year, the Bank Inspector shall inform each
bank of its contribution, which is payable not later than the end
of the calendar year ( Sec. 20) .
Any violation of this Act, or of any regulation issued pursuant
to this Act, is punishable by fines or detention, unless the Civil
Penal Code prescribes a more severe penalty ( Sec. 2 1 ( 1 ) ) .
Sec. 22 of the Act reads as follows :
In respect of the National Bank of Denmark and other banks established
under special Acts, the Minister of Trade, Industry and Shipping may,
after consultation with the bank's board of directors, permit modifications
of the rules provided for in this Act, to the extent that the rights vested
in the National Bank of Denmark by its Charter-which are not affected
by this Act-or other special circumstances render such modifications
necessary. The Kongeriget Danmarks Hypotekbank (Mortgage Bank of
the Kingdom of Denmark) and the Kongeriget Danmarks Tiendebank
(Tithe Bank of the Kingdom of Denmark) shall be entitled to retain
their names.
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The Monetary Unit : A Note
The basic monetary unit of Denmark is the krone.
By virtue of Sec. 2 of the Monetary Act of May 23, 1 873 (see
below) , the krone was introduced as the unit of account. On the
legal and factual status of the krone as unit of account and
money of payment from 1 6 1 8 through 1 950, see Rene Sedillot,
Toutes les monnaies du. monde: Dictionnaire des changes (Paris,
1 95 5 ) , pp. 1 0 1 - 1 02.
Par Value. With effect from December 18, 1 946, Denmark
agreed with the International Monetary Fund on an initial par
value for the krone of 0. 1 85 1 78 gram of fine gold per krone or
4.7990 1 kroner per U.S. dollar. With effect from September 1 8 ,
1 949, the Fund concurred in the proposal of Denmark to change
the par value to 0 . 1 28660 gram of fine gold per krone or 6.907 1 4
kroner per U.S. dollar.

The Monetary Act, 1873

1

I

Sec. I. Gold shall henceforth be the basis of the Danish monetary system,
silver and base metals being used for subsidiary coins.
Sec. 2. Two principal coins shall be minted, one in such a way that 248
of the coins contain 1 kilogram or 2 pounds of fine gold, the other in such
a way that 124 of the coins contain 1 kilogram or 2 pounds of fine gold.
One tenth of the former or one twentieth of the latter shall be the unit
of account and shall be known as a krone; the krone shall be divisible into
1 00 �re.
Sec. 3. The gold coins shall be minted of coin gold, which is an alloy of
90 parts of fine gold and 10 parts of copper by weight.
Thus, the 1 0-krone gold piece shall weigh 4.4803 grams and the 20-krone
gold piece shall weigh 8.9606 grams.
The diameter of the 1 0-krone piece shall be 1 8 millimeters ( 1 millimeter
equals approximately 0.003 1 9 Danish foot ) , and that of the 20-krone piece
shall be 23 millimeters.
1 Mpntlov. Act No. 66 of May 23, 1 873 as amended through July 3 1 ,
1 966. In the version published here, the word Section (Sec.) corresponds
to the Danish abbreviation pgrf.
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Sec. 4. Some of the subsidiary coins shall be minted of silver alloyed
with copper in the proportion by weight indicated in the specifications below
(Section 5 ) on the weight and fineness of the individual coins, and some
shall be minted of bronze, an amalgam of 95 parts copper, 4 parts tin, and
1 part zinc by weight.
Sec. 5. The following silver coins may be minted, and shall be of the
size, weight and fineness indicated in the specifications :

Diameter
( millimeters )
a. A coin representing
of 2 kroner
b . A coin representing
of 1 krone
c. A coin representing
of 50 jiire
d. A coin representing
of 40 jiire
e. A coin representing
of 25 jiire
f. A coin representing
of 10 jiire

a value

31

a value
a value
a value
a value
a value

Gross
Weight
(grams)
15

Fine Silver
Content
(grams )
12

25

7.5

6

22

5

3

20

4

2.4

17

2.42

1 .457

15

1 .45

0.58

Sec. 6. The following bronze coins may be minted, and shall be of the
size and weight indicated in the specifications:
Number of Coins
Minted from
Diameter
One Kilogram
(millimeters )
of Bronze
125
a. A coin representing a value of 5 jiire 27
250
b. A coin representing a value of 2 pre
21
c . A coin representing a value o f 1 jiire
500
16

Sec. 7. Since complete precision in regard to weight and fineness cannot
be achieved for the individual coins, the remedy above and below the correct
weight and fineness shall not exceed the following limits :
Weight

20-krone piece
1 0-krone piece
2-krone piece
1-krone piece
50-jiire piece
40-jiire piece
25-jiire piece
1 0-jiire piece

(tested
singly)
0.00 1 5
0.002
0.003
0.005

(tested by
kilogram)

Fineness of
Gross Weight
of Each Coin
0.00 1 5 fine gold

0.006
0.006
0.0 1 0
0.0 1 5

0.003 fine silver
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In minting gold, however, care shall be taken that the remedy in weight
for each lot of 10 kilograms or 20 pounds of coin gold does not exceed
5 grams.

Sec. 8. All coins shall be minted with raised edges. The gold and silver
coins, with the exception of the 25-pre and 1 0-pre pieces, shall be minted
with milled edges; the 25-pre and 1 0-pre coins and the bronze coins shall
be minted with smooth edges. The inscription shall clearly state the number
of kroner or !<)re which the coin connotes or represents. In addition, each
coin shall show that it was minted for Denmark, and shall give the name
of the mint and the year of minting.
The King shall establish the other particulars of the design and inscrip
tion of the coins.
Sec. 9. Coins minted in accordance with the above rules shall, subject
to the restrictions set forth in Section 1 0, be legal means of payment at their
face value both to the Treasury and between individuals, provided that they
have not been seriously or unlawfully damaged.
Sec. 10. No one shall be obligated to accept subsidiary coin in one
payment in amounts larger than 20 kroner in ! -krone and 2-krone pieces,
5 kroner in smaller silver coins, and 1 krone in bronze coins.
However, any amount of ! -krone and 2-krone pieces shall be acceptable
in payment of tax and excise to the State and the municipalities.
When as a result of wear the gold coins have lost more than -! per cent
of the weight they should have under Section 3, they shall cease to be legal
means of payment between individuals but shall remain valid at their face
value for payments to the Treasury; however, this shall be true of the
Swedish and Norwegian gold coins (see Section 24) only if they have not
lost more than 2 per cent of their weight as a result of wear.
The subsidiary coins shall not cease to be legal means of payment vis-a-vis
the Treasury until they are so worn that it is impossible to judge with cer
tainty for what country they were minted; but vis-a-vis all others they shall
cease to be legal means of payment as soon as the impression has become
indistinct through wear.
The Treasury shall not return to circulation coins that are no longer legal
means of payment vis-a-vis anyone at all, or silver coins that are 4 per cent
or more under the correct weight. It shall be the responsibility of the
county offices and of the National Bank and branches thereof to retain and
send to the Treasury the worn coins referred to here, both principal and
subsidiary, and it shall be the responsibility of the Government, by agree
ment, to extend this obligation to such other private banks and institutions
as it should properly cover.
The Government shall take steps for standard weights representing the
normal weight, and others representing the remedy, for gold coins, to be
adjusted and stamped under official supervision and put on sale at a fixed
price.
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The Minister of Finance shall be authorized to give compensation for
coins that have suffered serious or unlawful damage and for counterfeit
coins, when there is reason to assume that the holder has received such
damaged or counterfeit coins in good faith and has observed normal
prudence in accepting them.

Sec. l l . Everyone shall be given the opportunity, if possible in all munici
pal towns, both to exchange any amount in such coins as are legal means
of payment only vis-a-vis the Treasury under Section 10 for a corresponding
amount in current money of the same type, and to exchange for principal
coins any amount in subsidiary coins divisible by 10 kroner.
Sec. 12. All minting shall be done at the direct order of the Government
and shall not be undertaken by private individuals or entrusted to private
individuals by concession or otherwise.
Everyone shall be given the opportunity to have principal coins minted
for gold delivered by the person concerned, against payment of t per cent
of the value minted for the minting of 20-krone pieces and t per cent for
the minting of 10-krone pieces. No other coinage tax shall be payable.
The further requirements in regard to the amount, fineness and other
properties of the gold delivered shall be established by the Government.
Subsidiary money shall be minted only for account of the Treasury.
Sec. 13. The unit of account provided for in this Act shall be used for
all accounts and documents of the State, the National Bank and the munici
palities that are expressed in Danish currency. The same obligation shall
be incumbent on all institutions or companies holding concessions from the
Government or enjoying a stamp privilege by law or license. Infraction of
this provision shall be punishable by a fine of from 10 to 200 kroner, pay
able to the Treasury. Prosecution shall be instituted only at the request of
the appropriate higher authority and shall then be handled as a public
police-court case.
Sec. 14. So long as the agreement to be concluded with the King of
Sweden and Norway under Section 24 of this Act remains in force, the
provisions of Sections 9-1 1 of this Act-and of Section 1 1 for two years
after the expiration of the agreement-shall be applicable to the coins
minted in Sweden and Norway under the Convention.
II

Sec. 15. The Government shall be authorized to begin minting immedi
ately in accordance with the above provisions and, from the coins listed
in Sections 2, 5 and 6, to choose the denominations that it may be useful
to have ready.
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See. 16. The King shall fix the date on which the gold coins minted in
accordance with the above may first be used as legal means of payment.2
If this date falls before the new unit of account is introduced (Section 1 7 ) ,
the 10-krone piece shall in the interval b e equivalent for all payments to
5 rigsdaler in the old currency and the 20-krone piece to 10 rigsdaler.

fix

Sec. 17. The King shall also
the date on which the new unit of
account and its subdivisions shall be introduced; but this date shall not be
earlier than the date referred to in Section 16 for the introduction of the
gold currency as legal means of payment and not later than January 1 , 1 875.3
From the date thus fixed by the King, the new unit of account shall be
used in accordance with Section 1 3 .
From the same date, n o more o f the old currency shall b e minted.
See. 18. All obligations to make payment in Danish currency incurred
after the date referred to in Section 17 shall be expressed in the new
currency, and from the same date all official and personal payments expressed
in the present currency shall be converted to payments expressed in the
new currency, so that
2 kroner is paid for each rigsdaler
1 krone is paid for each 48 skilling
50 pre is paid for each 24 skilling
25 pre is paid for each 12 skilling
and amounts of less than 12 skilling are paid with double the amount of
pre that would have been paid in skilling.
If a payment is expressed in such a way as to be legally payable in one
total by multiplication of an amount in the present currency or adding
together several such amounts, the total shall be calculated in the old cur
rency until the transfer to the new currency is made in accordance with the
above rule.

Sec. 19. The Government and the municipal authorities shall take care
that all rates and other similar payments set by them in the present cur
rency are converted into the new currency before the date on which the
new unit of account is introduced.
[Secs. 20-23, which provided for the transition from the old to the new
currency, have been omitted here.]

Sec. 24. The King shall be empowered to conclude an agreement with the
King of Sweden and Norway whereby the scope of the Monetary Conven
tion signed at Stockholm on December 1 8, 1 872 shall be provisionally
limited to Denmark and Sweden; the King of Sweden and Norway shall,
however, be entitled to accede on behalf of Norway to such modifications

was

2 The date fixed was January 1, 1874.
January 1 , 1 875.
3 The date fixed
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4

as may appear desirable i n the transitional periods laid down in the
Convention.

Sec. 25.

The powers conferred by the preceding section shaH become
effective immediately; in other respects, this Act shall enter into force in
the manner provided therein simultaneously with the decree announcing
the ratification of the agreement to be concluded with Sweden by virtue of
Section 24. Should the agreement be acceded to on behalf of Norway, this
step shall be announced in the form of a decree.
4 By virtue of the Monetary Convention of May 27, 1 873 between the
King of Denmark and the King of Sweden and Norway, the two kingdoms
adopted gold as the basis of a common monetary system, silver and baser
metals being used for subsidiary coinage. The instruments of ratification in
respect of this Convention were exchanged at Copenhagen on June 2 1 , 1873.
Subsequently, the Convention was amended to allow each contracting State
to mint subsidiary coins which would be legal tender only in the issuing
State; these coins were to be clearly distinguishable from coins previously
issued under the Convention. For an English text of the Convention and
amendments through March 22, 1924, see League of Nations, Economic
Intelligence Service, Monetary and Central Bank Laws, ed. by Paul Singer
(Geneva, 1 932 ) , Fascicule No. 26.
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The Subsidiary Coinage Act, 1924 1

Sec. 1. There may be minted Danish subsidiary coins which shall be
currency only within the borders of the Kingdom, namely, subsidiary
coins in denominations of 2 kroner, 1 krone, 50 l')re, 25 l')re, 10 l')re, 5 l')re,
2 l')re and 1 pre,

Sec. 2. The 2-krone, 1-krone and 50-pre pieces shall be minted in an
alloy of copper, nickel and aluminum, the 25-pre and 10-pre pieces in an
alloy of copper and nickel, and the 5-pre, 2-pre and 1-l')re pieces in an alloy
of copper, tin and zinc-all as further specified in Section 3.
Sec. 3 . The subsidiary coins of the various denominations shall be of the
size, weight and composition indicated in the following specifications:

(millimeters)
A coin representing a
3 1 .5
value of 2 kroner
A coin representing a
25.5
value of 1 krone
A coin representing a
20
value of ! krone
A coin representing a
23
value of 25 pre
A coin representing a
value of 10 pre
18
A coin representing a
value of 5 pre
27
A coin representing a
value of 2 pre
21
A coin representing a
value of 1 pre
16

Diameter

(a)
(b)
( c)

(d)
( e)
(f)
(g)

(h )

(millimeters)

Diameter
of Hole

3.6
5.4
4.2
3.2
4.6

(grams)
Gross
Weight

[

Composition

13.0 92 P"" coppoc,
6 parts aluminum
6.5 and 2 parts nickel
by weight
3.0
parts copper
4 · 5 75
and 25 parts nickel
3 _ 0 by weight
7.6 95 pO<t< eoppO<,
4 parts tin and
3.8 1 part zinc by
weight
1.9 J

}

}

Sec. 4. Of the above subsidiary coins, the 25-pre and 10-pre pieces shall
be minted with milled edges and the others with smooth edges.

Sec. 5. The remedy above or below the correct weight in the gauging of
individual coins may not exceed the following limits for the 2-krone and
1-krone pieces: for the 2-krone piece, 1 per cent, so that the weight of the
coin must fall between 12.870 grams and 13.130 grams; for the 1-krone
piece, 1! per cent, so that the weight of the coin must fall between 6.4 grams
and 6.6 grams.

Lov om indenlandsk skillempnt. Act. No. 28 of February 15, 1924. In
the version published here, the word Section (Sec.) corresponds to the
sign §.
------ ·

------�- - - - - --------·

- · - - - � ---···-----

1
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Sec. 6 . The above subsidiary coins shall be legal means of payment at
their face value, both to the Treasury and between individuals, provided
that they have not been seriously or unlawfully damaged, but no one shall
be obligated to accept in one payment an amount larger than 20 kroner in
2-krone, 1-krone and 50-pre pieces; 5 kroner in 25-pre and 10-pre pieces;
and 1 krone in 5-pre, 2-pre and 1-pre pieces. The coins shall not cease to
be legal means of payment vis-a-vis the Treasury until they have become
so worn that it is impossible to judge with certainty for what country they
were minted; but vis-a-vis all others, they shall cease to be legal means of
payment as soon as the impression has become indistinct through wear.
Sec. 7. The subsidiary coins shall be otherwise governed by the provisions
of the Monetary Act of May 23, 1 873, where applicable.

Sec. 8. The Minister of Finance shall be authorized to call in, on ade
quate notice, the Danish coins circulating in Denmark on the effective date
of this Act that were minted under the Monetary Convention of May 27,
1873 and the Supplementary Agreement of October 16, 1875, as later
amended. The period of notice shall be set in such a way that the coins in
question shall cease to be legal means of payment between individuals
after a period of not more than twelve months and shall cease to be legal
means of payment vis-a-vis the National Bank and the Treasury after a
further period of six months. Details of the implementation of the provi
sions of this section shall be established by Royal Decree.

Sec. 9. Subsidiary coins minted by the Swedish and Norwegian Govern
ments under the Monetary Convention of May 27, 1 873 and the Supple
mentary Agreement of October 16, 1 875 as amended shall cease to be legal
means of payment in Denmark six months after the effective date of this
Act.

Sec. 10. The Government shall be authorized, together with the Govern
ments of Sweden and Norway, to add an amendment to the Monetary
Convention of May 27, 1873 and the Supplementary Agreement of Octo
ber 16, 1 875, following the model printed as an annex to the present Act.

Sec. l l . The Minister of Finance shall be authorized to accept the agree
ment concluded between the Sveriges Riksbank and the Danish National
Bank under which certificates of the Danish national debt bearing interest
at 4! per cent may be used to cover the credit of the Riksbank for Danish
subsidiary money returned by the Riksbank to the National Bank for
exchange under the Monetary Convention of May 27, 1 873, Article 1 1, to
a maximum total value of 10 million Swedish kronor, and shall be authorized
to issue the certificates required for this purpose.
From the receipts accruing from the minting of subsidiary coins, an
amount of up to 10 million Swedish kronor shall be allocated to a fund
administered by the Ministry of Finance.
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The capital and interest of the fund shall be used to repay the above debt
to the Sveriges Riksbank and to pay interest thereon.

10

11

See. 12. The provisions of Sections
and
shall take effect immedi
ately. The remainder of this Act shall enter into force when it is announced
that an agreement concluded with Sweden and Norway, reading as in the
attached model, has been ratified.2

The Subsidiary Coinage (Amendment) Act, 1960 3

(95
5

4

1

Sec. I. The Minister of Finance shall be authorized to have minted
parts copper,
parts tin and
part
subsidiary coins of coin bronze
zinc by weight) in denominations of !)re, !)re and !)re, of the following
sizes and weights :

2

5 !)re
2 !)re
1 !)re

1

Diameter

24.0
19.5
15.5

(millimeters )

a. A coin representing a value of
b. A coin representing a value of
c. A coin representing a value of

(75

Weight
per Coin

6.0
3.6
1.8

(grams)

25

Sec. 2. The Minister of Finance shall be further authorized to have
parts copper and
parts nickel
minted subsidiary coins of cupronickel
by weight) in denominations of kroner and krone, and a subsidiary coin
parts silver and
parts copper by weight) in the
of coin silver
denomination of kroner, of the following sizes and weights:

(80
5

5

20

1

Weight per Coin
Diameter

(milli
meters)
a. A coin representing a value of
kroner
b. A coin representing a value of
krone

5
1

33.0
25.5

Coin
Cupronickel
silver
(grams)

15.0
6.8

17.0

Sec. 3. Further regulations on this coinage and its implementation shall
be established by Royal Decree.

2 For an English text of this agreement, which was ratified on April 5,
1924, see pp. 9-10 of Fascicule No. 26 of the League of Nations collection
cited above (footnote 4 on p. 137).
3 Lov o m tillreg til lov om indenlandsk skillempnt. Act No. 48 of Febru
ary 24, 1960. In the version published here, the word Section (Sec.)

corresponds to the sign § .
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15, 1924

Sec. 4 . The general regulations established in Act No.

28

141

of February
on Subsidiary Coinage shall be otherwise applicable to the coins
referred to in Sections and

1

2.

Sec. 5. This Act shall enter into force o n March

1, 1960.

The Subsidiary Coinage (Amendment) Act, 1964 4
Sec. I. The Minister of Finance shall be authorized to have minted
subsidiary coins of cupronickel (75 parts copper and 25 parts nickel by
weight) in a denomination of
pre. The subsidiary coins shall be minted
with smooth edges and a hole and shall have the following size and weight :

25

Diameter
Diameter of hole
Weight per coin

23.0
4.6
4.3

millimeters
millimeters
grams

Sec. 2. Further regulations on this coinage and its implementation shall
be established by Royal Decree.

1924

Sec. 3. The general regulations established in Act No.

28

15,

of February
o n Subsidiary Coinage shall b e otherwise applicable t o the coins
referred to in Section

13, 1964.

1.

§.

138

of
4 Lov om tillreg til lov om indenlandsk skillempnt. Act. No.
May
In the version published here, the word Section (Sec.)
corresponds to the sign
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Bretton Woods Agreements : A Note
Denmark's membership in the International Monetary Fund is
based on ( 1 ) the consent given by the Danish Parliament on
March 22, 1 946 to acceptance of the Articles of Agreement of the
Fund; and ( 2 ) the acceptance of the Articles of Agreement of
the Fund on March 30, 1 946. Moreover, by Act No. 555 of
November 1 5 , 1 946 the Minister of Finance was authorized to
issue government obligations in fulfillment of Denmark's financial
commitments as a member of the Fund.
Denmark's initial quota in the Fund, US$68 million, was
increased to US$ 1 3 0 million with effect from September 29, 1 959
and to US$ 1 63 million with effect from March 25, 1 966 (pursuant
to Resolutions of the Board of Governors of the Fund Nos. 1 4-4
and 20-6, respectively ) .
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Veksellov (Bills of Exchange Act), No. 68 of March 23, 1932.
See also section "Diinemark" (text in Danish and German) in Schettler
and Biieler, Das Wechsel- und Scheckrecht aller Liinder (Cologne,
1957-, loose-leaf) .

Lov om aktieselskaber (Act on Joint-Stock Companies), No. 123 of
April 15, 1930. Amended and consolidated by Decree-Law No. 3 13
of April 28, 1952 and further amended by Act No. 225 of June 22,
1962.
SAVINGS BA NK LAW
Lov om sparekasser (Savings Bank Act), No. 159 of May 18, 1937.
Lov om kreditforeninger (Act on First Mortgage Associations) , No. 109
of April 7, 1936.
Lov om K!/Sbstadhypotekforeninger (Act on Second Mortgage Associa
tions in Towns) , No. 108 of April 7, 1936.
COMPANY LAW

CREDIT CONTROL AGREEMENTS
Agreement Concerning Increases in Commercial Bank Advances (dated
February 24, 1965), in Danmarks Nationalbank, Report and A ccounts
for the Year 1 964, pp. 53-54.
Agreement Concerning Increases in Savings Bank Advances (dated
March 5, 1965), in Danmarks Nationalbank, Report and A ccounts for
the Year 1 964, pp. 60-61 .
Agreement Between the National Bank of Denmark and the Mortgage
Credit Institutions (dated June 14, 1965 ) , in Danmarks Nationalbank,
Report and A ccounts for the Year 1965, pp. 64-66.
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Publication of Statutes and Regulations

Statutes, decrees, and other public notifications are published
in the Statute Roll of Finland (Suomen asetuskokoelma in Finnish ;
Finlands forfattningssamling in Swedish ) , while treaties and inter
national agreements are published in the official Treaty Series
( Suomen asetuskokoelman sopimussarja in Finnish ; Finlands
forfattningssamlings fordragsserie in Swedish ) . Other public
notices are published in the Official Gazette ( Virallinen lehti in
Finnish; Officiella tidningen in Swedish ) .
A consolidated edition of Finnish law in two volumes is pub
lished in Finnish, usually at intervals of two years, as Suomen laki.
The latest edition of Volume !-covering all major laws and
decrees in fields other than public law-was edited by Erkki Ailio
and published in Helsinki in 1 965; the latest edition of Volume 11covering all major laws and decrees relating to public law-was
edited by Matti Paloheimo and published in Helsinki in 1 964.
There is also a Swedish edition in one volume entitled Finlands tag,
edited by Nils H. Sundberg and published in Helsinki in 1 963.
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The Regulations for the Bank of Finland, 1925

1

NoTE:-The history of the Bank of Finland ( Suomen Pankki in
Finnish; Finlands Bank in Swedish ) is traditionally traced back to
December 1 2, 1 8 1 1 , the day on which the Emperor of Russia,
Alexander I, in his capacity as Grand Duke of Finland, proclaimed
the establishment of a bank called the Exchange, Loan and Deposit
Office (Waihetus-Laina-ja Depositioni-Contori in Finnish ; Waxel
L'ine och Depositions-Contoiret in Swedish ) . By a decree of
December 9, 1 8 67, which entered into force on January 1 , 1 868,
the name of this bank was changed to the B ank of Finland, and by
the end of the nineteenth century the Bank of Finland was exercis
ing central banking functions.
The Bank is at present governed by the Regulations for the Bank
of Finland of December 2 1 , 1 925, as amended, which were issued
in accordance with the second paragraph of Art. 73 of the Constitu
tion Act of July 1 7 , 1 9 1 9 . It is under the supervision of the Diet,
pursuant to Art. 73 of the Constitution Act of July 1 7 , 1 9 1 9 and
Arts. 50 and 83 of the Rules for the Diet of January 1 3, 1 928 ;
these constitutional provisions are published below, pages 1 55-156.

FUNDAMENTAL RULES

Art. I. The object of the Bank of Finland is to maintain stability and
security in the monetary system of Finland and to assist and facilitate the
circulation of money in the country.

Art. 2. The Bank carries on its business under the guarantee and super
vision of the Diet.
Art. 3.

The Bank has the sole right to issue bank notes in the Republic.

The title in Finnish in Suomen Pankin Ohjesaanti:i, annettu Helsingissa
21. p:na joulukuuta 1925; in Swedish it is Reglemente fOr Finlands Bank,
givet i Helsingfors den 21 december 1925. In the version given here (which
incorporates all amendments through July 3 1 , 1966), the word Article
(Art.) corresponds to the sign § in the Finnish and Swedish texts; also, all
value figures are expressed in terms of the new markka, in accordance with
Art. 2 of the Act on Implementation of the Currency Act, which entered
into force on January 1, 1963 ( 1 new markka equals 100 old markkas-see
p. 167, below).
1
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The funds of the Bank consist of:
the capital, which shall be raised to three hundred million mark
kas and maintained at that amount; and
the reserve fund, which shall be increased as provided for later
in these regulations and in which the value of the real estate
and furniture of the Bank must not be included, nor the value
of shares belonging to the Bank.

Art. 5. The Bank carries on its business at a head office and at branch
offices, as well as through agencies, when necessary.
The head office shall be situated in the capital of the Republic.

Art. 6. The amount of the Bank's notes in circulation may not exceed
the aggregate amount of the gold reserve of the Bank and the undisputed
balances of the Bank with its foreign correspondents by more than five
hundred million markkas.2 The undisputed balances include bills payable
abroad in foreign currency, foreign bonds listed on foreign stock exchanges,
bonds and interest coupons in foreign currency which have fallen due,
and foreign money.
In the event of the Bank's notes in circulation exceeding the total amount
of the assets specified in the first paragraph, the cover for the notes must
consist of inland bills maturing in not more than three months, for the
payment of which at least two trustworthy persons or firms are responsible.
The drafts of the Bank in Finnish currency and other liabilities payable
on demand, as well as the undrawn overdraft facilities, shall be classified
with the note circulation.
If circumstances render it unavoidably necessary, the maximum amount
specified in the first paragraph may, on the representation of the Bank
Supervisors, be increased for a fixed period, by decree, to five hunded and
eighty miJJion markkas.
The gold reserve of the Bank shall be booked at a value equivalent to
the par value of the markka.
The assets of the Bank in foreign currency specified in the first paragraph
shall be booked at not more than their current value, or at cost price if
the latter is below the current value; but bonds shall be booked at not more
than their face value.
NoTE IssuE

Art 7. The gold reserve of the Bank is considered to consist of the
gold of the Bank, stored in Finland or on deposit elsewhere or in transit
for account of the Bank.

[Repealed]
By a decree of November 16, 1956, issued pursuant to the fourth para
graph of Art. 6, this amount was increased to five hundred and eighty mil
lion markkas (i.e., fifty-eight thousand miJlion old markkas) for the period
January 1, 1957-December 3 1, 1959.
Arts. 8-10.

2
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BUSINESS OF THE BANK
Art. l l . The Bank of Finland is entitled:
( 1 ) to carry on the exchange of money;
( 2 ) to buy and sell gold coin and other precious metals;
( 3 ) to buy and sell foreign currency;
( 4) to discount bills;
( 5 ) to grant credit other than against bills, provided that its aggre
gate amount shall not exceed the Bank's own assets; and
( 6) to transact other business appropriate to ordinary banking
operations.
The facilities to be offered by the Bank to the State are specified separately.
Art. 12. The assets of the Bank shall not be invested in shares.
Such an investment is permissible, however, when it is considered neces
sary for acquiring equipment for manufacturing bank notes or for printing
the notes or when the Bank Supervisors consider the investment necessary
for other reasons that are of special importance for the business of the Bank.
Art. 13. The Bank is entitled to pay interest on the balances of its
foreign correspondents on current account.
In other cases, interest shall not be paid on funds deposited with the Bank
unless it has been decided to make an exception in view of special circum
stances. The payment of interest should cease when the reasons for it no
longer exist.
Art. 14. If a loan for which collateral has been provided is not repaid
on the due date, the Bank is entitled, without notice to the debtor and at its
own discretion, to convert the collateral into money.
If the collateral is sold at auction the Bank may purchase it, but it must
be converted into money as soon as the interests of the Bank are deemed to
permit it.
ADMINISTRATION AND MANAGEMENT
Art. 15. The administration and management of the Bank are subject
to review by the Bank Supervisors of the Diet in accordance with these
regulations and the instructions drawn up for them by the Diet.
Art. 16. The administration and management of the Bank are entrusted
to the Board of Management, except for such matters as are reserved in
the regulations for the Bank Supervisors. The Board of Management is
composed of a chairman and not more than four members, one of whom
must be versed in law.
In the decisions of the Board of Management, each member shall have
one vote. The opinion supported by the majority shall be considered to be
the decision of the Board of Management. In the event of a tie, the
chairman shall have the deciding vote.
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The Board of Management shall in all its dealings act in such a way
as to maintain the legally established value of the currency of Finland.

It is the duty of the Bank Supervisors:
( 1 ) to fix the discount rate of the Bank and the rates of interest and
commissions on other credits;
(2) to establish the principles for balancing the books of the Bank;
(3) to grant the Bank's debtors such clemency as circumstances may
call for, and to decide in regard to proposals for compounding debts
and to the transfer of outstanding balances to doubtful claims as
well as to writing them off the books;
( 4) to decide concerning the manufacture of new denominations and
types of bank notes;
(5) to deal with questions concerning the purchase, erection and sale
of bank premises, as well as matters regarding the investment of
funds referred to in the second paragraph of Art. 12;
(6) to decide about taking up foreign credits and to determine the
amount and terms thereof;
(7) to decide regarding the payment of interest referred to in the second
paragraph of Art. 13 and its suspension;
(8 ) to decide on the appointment of correspondents abroad;
(9) to perform and control the checking of the Bank's cash, vaults, loan
and security documents, mortgages and deposits, and to issue instruc
tions in this respect;
( 10) to examine the Bank's grants of credit and investments, and trans
actions in foreign currency;
( 1 1 ) to decide regarding representations and proposals to the Diet or
the Government;
( 12) to submit annually to the Bank Committee of the Diet a report on
the position, business and management of the Bank, and on im
portant matters dealt with by the Bank Supervisors during the year;
( 13 ) to decide, on the basis of the report of the auditors, as to exempting
the Board of Management from responsibility;
( 14) to determine the division of duties among the members of the Board
of Management;
( 15) to decide on the opening of branch offices and, by agreement with
the Government, on closing them;
( 16) to decide on the establishment of agencies, their duties and management, and on closing them;
( 17) to appoint directors and managers of branch offices;
( 18) to appoint controllers of branch offices and their deputies;
( 19) to decide whether officials or members of the staff of the Bank may
retain their offices or posts after reaching the age limit;
(20) to establish the remuneration due to the members of the Board of
Management and the officials of the Bank and to decide other ques
tions of salaries, pensions, family pensions and allowances;
(21 ) to decide questions relating to suspension from duty and questions

Art. 17.
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of discipline affecting members of the Board of Management,
directors or managers of branch offices;
(22) to establish regulations regarding pensions for the employees of the
note printing works of the Bank; and
(23 ) to establish regulations regarding family pensions for the employees
of the Bank and of the note printing works of the Bank.
Matters referred to in points 1-8 and 14-18 of the first paragraph, as
well as matters referred to in points 19-23, shall, insofar as they do not
affect members of the Board of Management, be dealt with on the basis of
proposals by the Board of Management.
The members of the Board of Management shall attend the meetings of
the Bank Supervisors and are entitled to voice their opinions.
Art. 18. Branch offices are managed by a manager.
Questions of grants of credit, if not based on decisions of the Board of
Management that have been communicated to the office, shall be dealt with
at controllers' meetings, composed of the manager of the branch office as
chairman and two controllers as members.
Controllers and the necessary deputies for them are appointed for a term
of one year.
BRANCH OFFICES AND AGENCIES

Art. 19. Controllers shall check the branch offices and perform other
auditing duties in accordance with instructions given by the Bank Super
visors and the Board of Management.

Art. 20. The extent and nature of the duties of agencies and the method
of managing them shall be determined according to circumstances in each
individual case.
OFFICIALS AND STAFF

Art. 21. Besides the offices of members of the Board of Management,
there shall be, within the limits of the establishment fixed by the Bank
Supervisors, the posts of directors and of branch office managers, as well as
other permanent posts.

Art. 22. With regard to the official language of the Bank of Finland, the
regulations relative to the official language of bilingual official departments
shall apply.
The officials and staff of the Bank are required to possess such linguistic
knowledge, tested in such manner, as the Bank Supervisors prescribe.

Art. 23. The chairman and members of the Board of Management are
appointed by the President of the Republic by letters patent. When such a
post falls vacant, the Bank Supervisors shall take steps to fill the vacancy
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and shall submit a request to the Government for the appointment of a
suitable person.
Members of the staff of the Bank, who are not appointed by the Bank
Supervisors, are appointed or engaged by the Board of Management or by
the person to whom the Board of Management entrusts the duty.
Occupants of permanent posts in the Bank shall receive letters of appoint
ment. In other respects, in filling positions in the Bank the stipulations con
tained in the instructions for the Bank shall be observed.
Occupants of offices or posts in the Bank are obliged to relinquish their
offices or posts, men on attaining the age of sixty-seven and women on
attaining the age of sixty.
The Bank Supervisors have the right to decide whether the occupant of
an office or post may retain it after attaining the age limit, though for not
more than three years.

Art. 24. With regard to the right of occupants of offices and posts in the
Bank to a pension, the provisions contained in the pension regulations
approved by the Bank Supervisors shall be observed. A full pension shall
be as many per cent of the sum of the basic salary and five increments for
the years of service of the occupant of an office or post as the civil servants
pension law in force stipulates regarding the occupants of government offices
and posts in the same or nearest pay-class, provided that the lowest or high
est full pension shall be the same as the lowest or highest full pension
according to the said law.
The right of an occupant of an office or post to a pension shall not be
reduced after he has been appointed to his office or post.
Art. 25. In hardship cases, a former occupant of an office or post in
the Bank or his widow and children may receive a small allowance out
of the funds of the Bank at the discretion of the Bank Supervisors.
BALANCING THE BOOKS AND AUDITING

Art. 26. The books of the Bank shall be closed for each calendar year.
A balance sheet of the position of the Bank shall be drawn up four times
a month and published in the official gazettes [allmiinna tidningarna].
The Board of Management shall submit a report for each year, before the
fifteenth day of the following February, on the position, business and man
agement of the Bank. The annual report shall be printed and published.
Art. 27. An audit shall be carried out annually by the auditors who are
elected in accordance with the Rules for the Diet, duly observing the in
structions drawn up for them by the Diet. a
p.

156.

3 See the fifth paragraph of Art. 83 of the Rules for the Diet, below,
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Art. 28. The Board of Management shall hold at the disposal of the
auditors all the bookkeeping and other documents which the latter con
sider that they require and otherwise assist them with desired information.

Art. 29. On completing the audit, the auditors shall submit a report in
writing to the Bank Supervisors which shall include their opinion as to
whether and to what extent the Board of Management may be exempted
from responsibility for the financial year.
The Bank Supervisors may not refuse to exempt the Board of Manage
ment from responsibility unless they decide at the same time that the mem
bers of the Board of Management shall be prosecuted for neglect of duty.
Art. 30. Until the capital and the reserve fund of the Bank amount in
all to five hundred million markkas, at least one half of the annual
profit of the Bank shall be used to increase the reserve fund. Thereafter at
least one third of the annual profit shall be transferred to the reserve fund.
Such part of the profit as is not used to increase the funds of the Bank
may be used, according to the decision of the Diet, for public purposes.
Should the business of the Bank result in a loss, the loss shall be covered
out of the undistributed profits of the Bank. Should these prove insufficient
for the purpose, the deficiency shall be covered out of the reserve fund.
Should the reserve fund have been reduced in this way, the profits for the
following years shall be used in the first instance for raising the fund to its
former amount.
EMPLOYMENT OF PROFITS

Art. 31. A Bank Supervisor may not be prosecuted for neglect of duty,
except by decision of the Diet.
If a member of the staff of the Bank who is neither the director nor the
manager of a branch office is prosecuted or tried for a crime, the Board of
Management may decide that he shall be suspended from his duties for
the duration of the prosecution or trial and forfeit his remuneration, either
in part or entirely. The Bank Supervisors shall possess the same powers in
case a member of the Board of Management, a director or a manager of a
branch office is under prosecution or on trial.
Should a member of the staff, other than the director or the manager of
a branch office, be guilty of neglect of duty which does not necessitate his
dismissal from his post or prosecution at law, the Board of Management
shall either warn him privately through its chairman or reprimand him in
the minutes of one of its meetings, or else suspend him from his duties for
not more than two months and also decide whether and to what extent he
shall forfeit his salary during such time. In the case of the director or the
manager of a branch office, the Bank Supervisors shall possess the same
disciplinary powers.
RESPONSIBILITY OF OFFICIALS
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Art. 32. An allegation of neglect of duty against a Bank Supervisor or a
member of the Board of Management shall be tried before the Helsinki
Court of Appeal in the first instance.
4

Art. 33. The Board of Management is empowered to represent the Bank
in a court of law as plaintiff or defendant.
SPECIAL REGULATIONS

Art. 34. Lawsuits in which the Bank appears as defendant shall be tried
before the Town Court of Helsinki in the first instance.
The Bank is exempted from paying costs of appeal.

Art. 35. The Bank Supervisors, the auditors and the controllers, as well
as the members of the Board of Management and the officials of the Bank,
are under obligation to keep secret all matters concerning the relations of pri
vate individuals to the Bank or matters that must not be divulged in the
interests of the Bank. The Board of Management shall, however, be en
titled, in case of need, to confer through one of its members with the
manager of another banking institution in regard to the credit of a client.
The Bank Supervisors and the Board of Management of the Bank are
under obligation to supply all information to the Bank Committee of the
Diet with regard to the general business of the Bank which is considered
necessary for the performance of the Committee's duties.
Art. 36. All the authorities shall give the Bank prompt assistance, and
the Board of Management and the managers of branch offices are entitled
to request such assistance by means of official letters.

Art. 3 7. Those members of the Board of Management of the Bank and
those other officials and members of the staff who were appointed to their
offices or posts before these regulations came into force shall retain the
rights to which they were entitled according to earlier regulations.
REGULATIONS FOR TilE TRANSITIONAL PERIOD

Art. 38. Regulations with regard to the business of the Bank which are
considered necessary in addition to the provisions in the present regulations
shall be issued in instructions approved by the Bank Supervisors and pub
lished in the code of laws.
Art. 39. The Regulations for the Bank of Finland of February 19, 1895
with the subsequent amendments to them, and the decree of March 19, 1908,
which together constitute the legal basis for the Bank of Finland, are re4 Pursuant to Art. 3 of the Law Concerning the Foundation of the Hel
sinki Court of Appeal, issued on January 18, 1952, charges for neglect of
duty shall be tried before the Helsinki Court of Appeal, not the Turku
Court.
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pealed by the present regulations, which shall come into force immediately.
All other regulations conflicting with the present regulations are also hereby
repealed.
To be observed by all whom it may concern.

The Constitution Act, 1919

1

ARTICLE 73
The Bank of Finland shall be placed under the guarantee and care of the
Diet and shall be subject to review by supervisors whom the Diet shall
appoint.
The Bank of Finland shall be administered in accordance with regula
tions adopted in the manner prescribed for laws.
The Diet shall determine how the profits of the Bank shall be used for the
needs of the State.
Issued in Helsinki on July 17, 1919. This is one of a number of laws
which together comprise the fundamental law of the land. The title in
Finnish is Suomen Hallitusmuoto, annettu Helsingissa 17. p: na heinakuuta
1919; in Swedish it is Regeringsform fOr Finland, given i Helsingfors den
17 juli 1919. In the version published here, the word Article corresponds
to the sign § in the Finnish and Swedish texts.
1

The Rules for the Diet, 1 928

1

ARTICLE 50
It shall be the duty of the Bank Committee to examine the administration
and position of the Bank of Finland, the work of the Bank Supervisors and
of the Board of Management of the Bank and the position and management
of the funds guaranteed by the Diet and to submit reports thereon to the
Diet.
The Committee shall submit the necessary proposals concerning the
enactment, amendment or annulment of regulations for the Bank of Finland
and of instructions for the Bank Supervisors, and concerning other decisions
regarding the Bank of Finland, as well as draft all the bills and other pro
posals of the Government on these matters. No decision shall be taken
Issued in Helsinki on January 13, 1928. Sometimes referred to in
English as the Parliament Act. The title in Finnish is Valtiopaivajarjestys,
annettu Helsingissa 13. p:na tammikuuta 1 928; in Swedish it is Riksdags
ordning, given i Helsingfors den 13 januari 1928. In the version published
hers, the word Article corresponds to the sign § in the Finnish and Swedish
texts.
1
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regarding the disposal of the profits of the Bank of Finland before the Bank
Committee has expressed an opinion on the matter.
It shall likewise be the duty of the Committee to prepare matters referred
to it which concern the banking and monetary system of the country.
ARTICLE 83
In order to exercise control over the administration and activities of the
Bank of Finland and over the administration of the funds guaranteed by
the Diet, the Diet shall select nine Bank Supervisors and draw up instruc
tions for them.
Three of the Bank Supervisors, who shall be the ordinary Bank Super
visors, shall deal with all matters which are not within the province of the
full meeting of Bank Supervisors, consisting of nine members. Six members
shall constitute a quorum at full meetings of the Bank Supervisors.
In the event of one of the ordinary Bank Supervisors being unable to
attend or of his resigning, he shall be replaced by a member of the full
meeting of Bank Supervisors.
The Bank Supervisors shall be elected at the first ordinary session after
an election of the members of the Diet, and they shall enter upon the per
formance of their duties as soon as they have been elected and shall con
tinue to perform them until a new election of Bank Supervisors has taken
place. The election shall be carried out by the electors of the Diet. It shall
be decided at the election which three shall be the ordinary Bank Super
visors and which two members of the full meeting of Bank Supervisors shall
replace each member among the ordinary Bank Supervisors and in what
order. If agreement is not reached at the election, the election shall be
carried out by proportional votes.
In the same manner as is prescribed in the preceding paragraph concern
ing the election of Bank Supervisors, the electors of the Diet shall elect
annually, at an ordinary session of the Diet, five auditors to perform the
audit for the current year which the administration of the Bank and of the
aforesaid funds must undergo after the end of the year, as well as one
deputy for each auditor.
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The Bank Act, 1933 1
SUMMARY
The Bank Act comprises 34 articles arranged in 3 chapters,
as follows : Chapter I ( General Provisions ) ; Chapter II (Banking
Operations ) ; Chapter Ill ( Suspension and Liquidation of Banks ) .
A bank for purposes of the Act is a credit institution which
accepts deposits from the public and generally uses the deposit
money for banking operations. The Act does not purport to regu
late savings banks, the Post Office Savings Bank, cooperative socie
ties that are empowered to accept deposits, mortgage banks, and
similar institutions, to which special regulations apply (Art. 1 ) . 2
Apart from the Bank of Finland and the above-mentioned finan
cial institutions, only a credit institution established in accordance
with this Act may use the word bank as part of its name (Art. 2 ) .
A bank may use its legal name in both Finnish and Swedish
( Art. 3 ) .
Every bank shall be organized as a limited liability company in
accordance with the law governing limited liability companies, un
less the Bank Act provides otherwise (Art. 3 )
An agreement for the establishment of a bank shall be signed
by not less than ten Finnish citizens or not less than five Finnish
associations. Requests for authorization to carry on banking
business shall be submitted to the Government, which shall approve
the articles of association and grant such authorization if it finds
that the establishment of the projected bank is in the public interest
and that the articles of association are compatible with the Bank
Act and other applicable laws. Subsequent amendments to the
articles of association also require the approval of the Government
(Art. 4 ) .
The share capital of a bank shall be equivalent to not less than
Fmk 1 00,000; at least half of the share capital shall be paid in
.

The Act was issued in Helsinki on March 17, 1933 and entered into
force on April 1, 1933. The title in Finnish is Pankkilaki, annettu Hel
singissa 17. p:na maaliskuuta 1933; in Swedish it is Banklag, given i Hel
singfors den 17 mars 1933. For an English version with amendments, see
Bank Law (Helsinki, 1960), a pamphlet edition issued under the imprint
of The Republic of Finland. In the summary presented here, the word
Article (Art.) has been used in place of the sign §.
2 For example, the Savings Bank Act of July 17, 193 1, which entered into
force on January 1 , 1932, and the Mortgage Bank Act of March 17, 1933.
which entered into force on April 1, 1933.
1
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before the bank may commence business, and the other half
shall be paid in within a year (Art. 5 ) .
So long as the reserve fund amounts to less than 25 per cent of
the share capital, not less than 1 5 per cent of the annual profits
shall be transferred to the ordinary reserve fund; an amount of
not less than 1 0 per cent of the annual profits shall be so allocated
until the reserve fund equals 50 per cent of the share capital
(Art. 6 ) .
The commitments of a bank-of which guarantee commitments
may constitute up to 50 per cent of total commitments-may not
exceed an amount equal to 1 5 times the assets of the bank, which
for the purposes of this provision include its share capital, reserve
funds, cash holdings, claims on the Government, claims on other
banks, and holdings of municipal bonds. Cash holdings include
the bank's cash and its balances with the Bank of Finland and on
post-giro account. If the commitments of a bank are in excess of
the prescribed limit, the bank shall, within six months after the
deviation has been ascertained, re-establish the prescribed ratio
(Art. 7 ) .3
The administrative board of a bank shall comprise at least five
members, all of whom shall be selected by the meeting of share
holders. There shall also be a board of managers, which shall
consist of at least two members and shall be appointed by the
administrative board. Finnish citizenship is a prerequisite for
membership of either of these boards (Art. 8 ) .
The administrative board supervises the activities of the bank;
its responsibilities include the following : to manage bank operations
carefully and prudently and to see to it that the applicable laws,
the articles of association, and the resolutions and directives of
the meeting of shareholders are observed ; to engage and dismiss
members of the board of managers and to determine their remunera
tion ; to cause an audit of the head office and of all branch offices
of the bank to be made not less than twice a year by auditors to be
appointed from among the members of the administrative board;
and to certify the monthly statement of the bank's position and
the balance sheet which is submitted to the meeting of share
holders (Art. 9 ) .
The board of managers is responsible for the management and
3 Art. 7 also provides for a revaluation of a bank's share capital and
reserve funds.
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the operations of the bank in accordance with the law, the articles
of association, and instructions of the administrative board. B ank
managers may not receive any share of the profits of the bank
(Art. 1 0 ) .
In the shareholders' meeting of a bank no one may exercise
more than one twentieth of the number of votes represented at the
meeting. At least three qualified auditors, one of which shall be a
chartered accountant, shall be elected at the shareholders' meetings
to examine the management and accounts of the bank for each
business year ( Art. 1 1 ) .
The supervision of banks is entrusted to a bank inspectorate
(Art. 1 2 L
A bank may engage i n such transactions as are customarily
carried out by banks, subject to the provisions of the Bank Act
and other applicable legislation. A bank may not normally engage
in industrial, commercial, or shipping activities, nor may a bank
own more than 20 per cent of the share capital of a company which
is active in one of the aforementioned fields. In computing the
20 per cent ratio, the total number of shares held by the bank
including, for example, shares held by a special pension fund-shall
be taken into account (Art. 1 3 ) .
A bank shall not own land or buildings except as is necessary
for carrying on banking business. Of the assets of a bank, not
more than 1 0 per cent may be invested in buildings and business
premises ; also, not more than 1 0 per cent of the bank's assets may
be invested in other credit institutions, or companies, in which
the bank holds shares as a part of its banking business. The limit
on investment in property may be temporarily exceeded if a bank's
holdings of real estate or its participation in real estate business
results, for example, from the settlement of a claim which was
secured by a mortgage. Property thus acquired shall be converted
into cash as soon as possible, and in not more than three years
from its acquisition, unless the Government grants an extension
of time for another year because of special reasons (Art. 1 3 ) .
If a bank has acquired and holds real property under conditions
which are incompatible with p aragraphs 2 through 5 of Art. 1 3 ,
the Bank Inspectorate shall report the matter to the Ministry of
Finance, which shall appoint special trustees to convert the property
into cash. The bank concerned may lodge an appeal against the
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decision of the Ministry of Finance to the Supreme Administrative
Court (Art. 1 3 ) .
If prior to April 1 , 1 9 3 3 a bank has had a special department
for the purpose of granting long-term mortgage credits out of
funds raised by the sale of bonds, the bank may continue such
transactions, subject to detailed regulation by law (Art. 1 4 ) .
A bank shall ensure that the liabilities of a customer to the bank
are in reasonable proportion to the bank's own funds and to its
over-all business (Art. 1 5 ) .
A bank i s required to give public notice on its premises of the
general rate of interest which it pays to depositors and of the
highest rates of interest which it charges to borrowers (Art. 1 6 ) .
A bank may issue obligations payable to bearer only with the
permission of the Government (Art. 1 7 ) .
The cash reserve of a bank, as specified in Art. 1 8, together with
its actual cash shall amount to not less than 20 per cent of the
bank's demand liabilities (Art. 1 8 ) .
A bank may not purchase its own shares or accept them as
collateral for credits (Art. 1 9 ) .
A s soon as the management finds or has reason to assume that
losses incurred by the bank amount to at least 25 per cent of the
bank's share capital, or that the bank is unable to meet its liabilities,
it shall prepare a balance sheet and shall request the auditors and
the Bank Inspectorate to examine it. If the auditors or the Bank
Inspectorate confirm such findings or assumption, the management
shall immediately notify the Government, which may order suspen�
sion of the bank's activities, entirely or in part, for not more than
four months. Thereupon, a meeting of the shareholders shall be
convened to decide whether the bank should continue in business
or be liquidated (Art. 20 ) .
The Government may give detailed instructions to a bank whose
operations have been suspended, with a view to safeguarding the
rights of creditors and ensuring appropriate management of the
bank (Art. 2 1 ) .
Arts. 22 and 23 contain detailed provisions relating to increasing
or reducing a bank's capital, to providing additional collateral, and
to transferring a bank's assets and liabilities to another financial
institution if the financial situation of the bank has deteriorated to
the extent referred to in Art. 20.
The permission of a bank to carry on banking business may be

©International Monetary Fund. Not for Redistribution

llANK INSPECTION ACT, 1933

161

------

repealed, with the result that the bank shall either be liquidated
or its assets and liabilities transferred to another financial institution
(Art. 24) .
I n case of liquidation, the liquidators shall notify the Trade
Register promptly that the bank is in liquidation (Art. 2 7 ) . Other
aspects of liquidation procedures and related questions are covered
in Arts. 20, 22, and 24-29.
A bank shall publish in the Official Gazette a monthly statement
of its position as of the end of the preceding month and, within
two months following the end of the business year to which it refers,
an annual balance sheet and profit and loss account (Art. 30) .

The Bank Inspection Act, 1933 1

Art. 1. The inspection of financial institutions that transact business on
the basis of the Bank Act of March 17, 1933 or of the Mortgage Bank
Act of March 17, 1933 is carried out by a Bank Inspectorate, which is sub·
ordinate to the Ministry of Finance.

Art. 2. An official or other person employed by the Bank Inspectorate
shall not belong to the management of a bank or have employment in a
bank, nor shall he receive credit from a bank that is subject to the inspec·
tion of the Bank Inspectorate.
A bank inspector who retires from his employment as an inspector is not
entitled to enter the service of a financial institution that is subject to the
Bank Inspectorate until two years have expired from the time he retired
from his employment.

Art. 3. The Bank Inspectorate is entitled to convene the administrative
board of a bank and the management of a mortgage bank when the in·
spectors find it necessary, and it is entitled to call a special meeting of
shareholders if the administrative board or board of managers of the bank
has not complied with the request of the Bank Inspectorate to call such a
meeting.
A representative of the Bank Inspectorate is entitled to be present at
meetings of shareholders, audits and meetings of the administrative board
1 The Act was issued in Helsinki on March 17, 1933 and entered into
force on April 1, 1933. The title in Finnish is Pankkitarkastuslaki, annettu
Helsingissa 17. p:na maaliskuuta 1933; in Swedish it is Lag om tillsyn over
bank, given i Helsingfors den 17 mars 1933. In the version published here,
the word Article (Art.) corresponds to the sign § in the Finnish and Swedish
texts.
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or of the board of managers, and to take part in the discussions and to have
the opinions that he considers necessary entered in the minutes.

Art. 4. It is the duty of the board of managers of a bank and of the
general manager of a mortgage bank:
( 1 ) to inform the Bank Inspectorate of the date on which the business
of the bank, its branch offices, or its agencies is started;
( 2) to submit to the Bank Inspectorate the articles of association of the
bank and any amendments to them and the instructions and rules of
work drawn up for the auditors, board of managers, branch offices
and agencies appointed by the administrative board;
( 3 ) to keep available for examination by a representative of the Bank
Inspectorate the cash and other assets, books, accounts and other
documents concerning the granting of loans and other credits, as
well as the reports obtained by the bank regarding the business and
financial position of debtors, of the head office as well as the branch
offices and agencies;
( 4) to submit to the Bank Inspectorate after the end of each month in
formation as to the position of the bank at the end of the previous
month and information on the rates of interest applied during the
same month on deposits and credits;
(5) to hold at the disposal of the Bank Inspectorate a monthly summary
and a half-yearly detailed list of the bills, guarantees and other
liabilities that the bank has entered into on behalf of others;
( 6) to supply yearly to the Bank Inspectorate, according to its instruc
tions, a list of the liabilities to the bank of customers receiving large
credits, and information regarding the total amount of the bank's
deposits and credits bearing different rates of interest and of the
rates of interest applied to them;
(7) to supply to the Bank Inspectorate and its representative the ex
planations required by them regarding the position of the bank, its
management and business transactions;
( 8 ) to inform the Bank Inspectorate of the meetings of the administra
tive board or board of managers and meetings of shareholders of
the bank and of important matters to be dealt with in them, as well
as to give notice of audits to be made; and
(9) to supply to the Bank Inspectorate the annual report and auditors'
report of the bank as well as other documents regarding the man
agement and audit of the bank which the auditors may have sub
mitted to the management of the bank.

Art. 5. If the management of a bank or a meeting of shareholders has
passed a resolution that is in conflict with the law or the articles of asso-
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ciation, the Bank Inspectorate has the right to forbid the implementation
of the resolution. If such a resolution has already been implemented, the
Bank Inspectorate can order the management of the bank to take steps to
rectify the matter, if this is possible.
If the Bank Inspectorate finds that sufficient depreciation or reserves have
not been provided for in the annual balance sheet of a bank, the Government
shall, on the report of the Bank Inspectorate, either forbid the bank to pay
a dividend or limit the amount paid until the disproportion has been recti
fied.
If more serious deviations from the provisions of the law or articles of
association have occurred, or if in other respects such serious abuses have
occurred in the management of a bank that there is reason to fear that the
activities of the bank can be harmful to the public interest, the Government
shall decide, after the Ministry of Finance has obtained an explanation from
the management of the bank, whether the permission granted for transacting
banking business should be repealed.
Art. 6. Appeals against instructions or decisions issued by the Bank In
spectorate can be made to the Supreme Administrative Court within thirty
days from the date on which the instructions or decisions were communi
cated to the management of the bank.
A prohibition issued by the Bank Inspectorate shall, however, remain in
force for the time being, unless the Ministry of Finance orders otherwise.

Art. 7. If a bank has gone into bankruptcy, the Ministry of Finance shall
appoint a representative, on the report of the Bank Inspectorate, to watch
over the conversion of the bankruptcy estate into money. It is the duty of
such representative to attend the meetings of the bankruptcy administrators,
with the right of taking part in the discussions and of having his opinions
entered in the minutes. The representative is also entitled at all times to
check the cash and documents of the bankruptcy estate and to receive
other information as to its position.
The right and duty to supervise banking business that the Bank Inspec
torate possesses under this Act pertains likewise to the Bank Inspectorate
in the case of a bank whose business is suspended, and of a bank that is
closed or in course of liquidation.
Art. 8. Officials and other persons in the employ of the Bank Inspectorate
shall maintain unconditional secrecy as to what they have learned in per
forming their duties with regard to the business conditions and financial
position of a bank or its customers, and shall not give information thereof
to others than an authority entitled to receive such information and the
Bank of Finland. Nevertheless, the Bank Inspectorate may, if the same
debtor is found to have considerable liabilities to different banks, inform
them thereof.
Anyone infringing this obligation of silence shall be punished as for an
offence in performing his duties.
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Proceedings for an offence here referred to shall not be instituted by the
Public Prosecutor, unless a plaintiff has brought an action for it.

Art. 9. To defray the expenses of the work of the Bank Inspectorate, a
bank shall pay an annual contribution, the size of which is determined by
the Ministry of Finance. Such contribution is fixed for all banks subject to
inspection on the same basis, but shall not exceed in the case of a mortgage
bank 1 150 per mil, nor in the case of other banks 1 / 1 5 per mil, of the total
of the bank's balance sheet at the end of the previous calendar year. How
ever, the smallest amount that a bank shall pay annually shall be one hun
dred markkas.
The remuneration due to the representative mentioned above in the first
paragraph of Article 7, the amount of which is determined by the Ministry
of Finance, is paid in its entirety out of the funds of the bank concerned.

Art. 10. Officials and employees in the Bank Inspectorate are paid on
the basis of agreements with the occupants of the posts.

Art. 1 1 . It is the duty of the Government to issue detailed instructions
regarding the organization and work of the Bank Inspectorate.

Art. 12. This Act comes into force on April 1 , 1 933, and by it the Act
of January 28, 1922 regarding the inspection of the business of banking
companies, and the Act of April 9, 1930 regarding the amendment of the
aforesaid Act, are repealed.

The Monetary Unit :

A Note

The basic monetary unit of Finland is the markka.
Originally introduced on April 4, 1 860 as the basic monetary
unit of the autonomous Grand Duchy of Finland, the markka is
now governed by the Currency Act of March 30, 1 962 (see below) .
On the legal and factual status of the markka in the period 1 860
through 1 95 1 , see Rene Sedillot, Toutes les monnaies du monde:
Dictionnaire des changes ( Paris, 1 9 55 ) , p. 3 3 1 .
Par Value. With effect from July 1 , 1 95 1 , Finland agreed with
the International Monetary Fund on an initial par value for the
markka of 0.00386379 gram of fine gold per markka or 230
markkas per U.S. dollar. Subsequently, with the concurrence of
the Fund, the par value was changed to 0.00277 7 1 0 gram of fine
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gold per markka or 320 markkas per U.S. dollar with effect from
September 1 5 , 1 957, and to 0.2777 1 0 gram of fine gold per markka
or 3 .20 markkas per U.S. dollar with effect from January 1 , 1 963.

The Currency Act 1
Art. I. The monetary unit of Finland is the markka, which is divided
into one hundred pennili.

GENERAL PROVISIONS

Art. 2. The parity of the markka, to be expressed in terms of gold,
shall be decided by the Council of State on a proposal of the Bank of Fin
land.
In this matter the Bank Supervisors shall pass a resolution on the basis
of a proposal submitted to them by the Board of Management of the Bank
of Finland. It shall then be dealt with by the Council of State as a matter
of urgency in the manner provided by decree, and either be approved with
out amendment or rejected. The matter shall be kept secret until the
Council of State has reached a decision.
Art.

3. Bank notes and coins are legal tender.

Art. 4.

BANK NOTES
The Bank of Finland has the exclusive right to issue bank notes.

Art. 5. The Bank of Finland shall decide the denominations of the bank
notes, the paper used, their physical characteristics, and the method of
printing. The descriptions of bank notes shall be published in the Statute
Roll.

Art. 6. A bank note which is substantially damaged shall not be used
as a means of payment.
The Bank of Finland shall accept a torn bank note at its full face value,
if more than one half of it is preserved in one piece, and at one half its
face value if one half of it is preserved in one piece. In other cases, the
Bank of Finland shall decide whether a bank note may be accepted and
whether at full value or less.
The Act (No. 276/62) was issued in Helsinki on March 30, 1962 and
entered into force on January 1, 1963. The title in Finnish is Rahalaki,
annettu Helsingissa 30. p:na maaliskuuta 1962; in Swedish it is Myntlag,
given i Helsingfors den 30 mars 1962. In the version published here, the
word Article (Art.) corresponds to the sign § in the Finnish and Swedish
texts.
1
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C NS
The State has the exclusive right to mint coins for its own
OI

account.
Coins shall be minted in such quantities as the Bank of Finland deems
necessary for circulation. The coins shall be issued by the Bank of Finland.
Art. 7.

Art. 8. The denominations of coins and their form, design, alloy and
dimensions shall be prescribed by decree.

Art. 9. The Treasury and the Bank of Finland shall accept coins in
unlimited amounts. Other recipients shall not be obliged to accept, in any
one payment, coins in quantities exceeding one hundred of any one de
nomination, and in all not exceeding one hundred markkas.

Art. 10. A coin which is substantially damaged or so defaced by wear
that the design cannot be clearly distinguished shall not be used as a means
of payment.
The Treasury and the Bank of Finland shall accept such a coin if it can
be established with certainty that it is genuine.
Art. 1 1 . As a monetary unit, one markka as defined in this Act shall
be equivalent to one hundred markkas as defined in the Currency Act of
December 21, 1925 and one penni as defined in this Act shall be equivalent
to one markka as defined in the Currency Act of December 2 1 , 1925.
MISCELLANEOUS PROVISIONS

Art. 12. Coins and Bank of Finland notes which are legal tender at the
time this Act comes into force shall continue to be legal tender, but their
value shall be equivalent to one hundredth part of the respective face values.

This Act shall come into force on January 1 , 1963 and on that day the
Currency Act (363/25) issued on December 21, 1925, together with the
Act (364/25) issued on the same date containing certain provisions con
cerning the re-establishment of the gold standard, shall cease to be in force.
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The Act on Implementation of the Currency Act 1

Art. 1. In this Act, the Currency Act (363/25) issued on December 21,
1925 shall be called the Old Currency Act, and the Currency Act (276/62)
issued on March 30, 1962 shall be called the New Currency Act.

Art. 2. Sums of money or provisions for the computation of payments
set forth in acts and decrees, or in decisions or rules issued by authorities,
or in other official documents, and expressed in terms of the monetary unit
defined in the Old Currency Act, shall, pursuant to the New Currency Act,
be interpreted in such manner that one hundred markkas as defined in the
Old Currency Act shall be deemed to be equivalent to one markka as de·
fined in the New Currency Act, and one markka as defined in the Old
Currency Act shall be deemed to be equivalent to one penni as defined in
the New Currency Act.
The same interpretation shall also apply to sums of money or provisions
defining the basis for payments expressed in terms of the monetary unit
defined in the Old Currency Act which appear in agreements, or in com
mitments, obligations or valuations contained in promissory notes, bills of
exchange, orders of payment, inventories of estate, letters of distribution,
certificates of inspection or other similar documents pertaining to civil law.

Art. 3. In decisions or regulations or other official documents issued on
January 1, 1963 or subsequently, the public authorities may not, except in
descriptive sections or preliminary calculations or when issuing extracts or
copies, specify sums in terms of the monetary unit defined in the Old Cur
rency Act.
Any sum of Finnish markkas contained in an agreement or financial obli
gation or assessment, or other similar document pertaining to civil law
referred to in the second paragraph of Article 2, and incurred on January 1,
1963 or subsequently shall be construed as relating to the monetary unit
defined in the New Currency Act unless it can be shown that the agreement
or intention was otherwise.
In accounts and bookkeeping, all sums of Finnish currency shall, as from
January 1, 1963, be expressed in terms of the monetary unit defined in
the New Currency Act.

Art. 4. Postage and revenue stamps, together with all other stamps,
tickets or vouchers which are designated in Finnish markkas and are valid
on December 3 1, 1962, shall, unless there is a ruling to the contrary, con
tinue to be valid, but their value in terms of the monetary unit defined in
The Act was issued in Helsinki on March 30, 1962 and entered into
force on January 1, 1963. The title in Finnish is Laki rahalain voimaan
saattamisesta, annettu Helsingissa maaliskuuta 30. p:na 1962; in Swedish
it is Lag om inforande av myntlagen, given i Helsingfors den 30 mars 1962.
In the version published here, the word Article (Art.) corresponds to the
sign § in the Finnish and Swedish texts.
1
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the New Currency Act shall be equivalent to one hundredth part of their
respective face values.

Art. 5. If an amount to be paid contains a fraction of one penni of the
New Currency Act, the fraction shall be disregarded if it lies between
lhoo of a penni and 51fioo of a penni inclusive, and if it lies between
5:JA00 of a penni and 9%00 of a penni inclusive, the amount shall be
rounded off to the next higher penni.
Art. 6. For the purpose described in the preceding Article 3, and also in
other cases, when for reasons of clarity it becomes necessary to indicate
whether the monetary unit involved is that defined in the Old Currency
Act or in the New Currency Act, the term "old markka" [in Finnish vanha
markka; in Swedish gammal mark] shall be used for the monetary unit
defined in the Old Currency Act, and the term "new markka" [in Finnish
nykymarkka; in Swedish nymark] shall be used for the monetary unit de
fined in the New Currency Act.
Art. 7. More detailed provisions on the implementation and application of
this Act shall be issued by the Ministry of Finance.
This Act shall come into force on January 1, 1963.
Before this Act comes into force such advance measures may be taken
as shall be required for its enforcement.
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Bretton Woods Agreements Measures
Act of December 19, 1947 1
The provisions of the Articles of Agreement of the International Mone
tary Fund and the International Bank for Reconstruction and Development,
signed in Washington on December 27, 1945, insofar as they belong in the
legislative field, shall be valid as agreed.
The necessary orders for putting these provisions into effect and appli
cation will be issued by decree.

Decree of February 6, 1948

2

On the basis of the Act of December 1 9, 1 947 ( 102148 ) concerning the
approval of certain provisions of the Articles of Agreement of the Inter
national Monetary Fund and the International Bank for Reconstruction and
Development, it is decreed at the instance of the Minister who has been
appointed to handle certain affairs in the field of activity of the Ministry
of Foreign Affairs that the Articles of Agreement of the International Mone
tary Fund and the International Bank for Reconstruction and Development,
signed in Washington on January 14, 1948, are valid as agreed.3

1 Act (No. 102/48 ) Concerning the Approval of Certain Provisions in the
Articles of Agreement of the International Monetary Fund and the Interna
tional Bank for Reconstruction and Development, issued in Helsinki on
December 1 9, 1 947. The title in Finnish is Laki Kansainvalista Valuuttara
hastoa ja Kansainvalista Jalleenrakennuspankkia koskevien sopimusten
eraiden maaraysten hyvaksymisesta, annettu Helsingissa joulukuum 1 9. p : na
1 947; in Swedish it is Lag om godkannandet av vissa bestammelser i konven
tionerna rorande lnternationella Valutafonden och Internationella Aterupp
byggnadsbanken, given i Helsingfors den 19 december 1947.
2 Decree (No. 103/48 ) Concerning the Bringing into Force of the Articles
of Agreement of the International Monetary Fund and the International
Bank for Reconstruction and Development, issued in Helsinki on February
6, 1948. The title in Finnish is Asetus Kansainvalista Valuuttarahastoa ja
Kansainvalista Jalleenrakennuspankkia koskevien sopimusten voimaan
saattamisesta, annettu Helsingissa helmikuun 6. p : na 1 948; in Swedish it is
Forordning om bringande i kraft av konventionerna rorande Internationella
Valutafonden och Intemationella Ateruppbyggnadsbanken, given i Hel
singfors den 6 februari 1 949.
a Finland's initial quota in the Fund, US$38 million, was increased to
US$57 million with effect from September 28, 1959 and to US$125 million
with effect from March 2 1 , 1966 (pursuant to Resolutions of the Board
of Governors of the Fund Nos. 14-1 and 20-7, respectively) .
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Publication of Statutes and Regulations

Statutes, regulations, treaties, and public notifications of other
measures are published in the Journal Officiel de la Republique
franraise: lois et decrets.
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The Codified Statutes of the Bank of France 1
NoTE : -The Bank of France (Banque de France ) was estab
lished by virtue of the Law of 24th Germinal of the year XI (April
1 4, 1 8 03 ) , which conferred on the Bank (Art. 1 ) the sole right to
issue bank notes in Paris. Basic Statutes ( statuts fondamentaux)
of the Bank of France were published by a Decree of January 16,
1 808, which authorized the Bank (Art. 10) to establish discount
offices in departmental towns where commercial requirements made
this necessary. Under a Decree of September 8 , 1 8 1 0 the Bank
was empowered to exercise its privileges, including the privilege of
note issue, in the towns where discount offices were established;
but only in the middle of the nineteenth century was the Bank's
exclusive right of note issue throughout metropolitan France
attained in practice. This note issue monopoly was formally recog
nized in Art. 98 of the Codified Statutes and reaffirmed by Art. 1
of the Law of December 2, 1 945 ( see below, pp. 1 86 and 1 99 ) .
I n the period 1 803 to 1 9 3 6 numerous laws, statutes, decrees,
and agreements concerning the Bank of France were issued. In
conformity with Art. 1 5 of the Law of July 24, 1 936, relevant
provisions of these measures were codified by means of the Decree
Law of December 3 1 , 1 936, frequently referred to as the Codified
Statutes of the Bank of France. Art. 1 of the 1 936 Decree-Law
in its original version contains an enumeration of the measures
(laws, statutes, decrees, conventions) and of the individual provi
sions of these measures that have been consolidated therein. Under
the Law of December 2, 1 945 the Bank of France was nationalized
and its note issue privilege, which had heretofore been granted only
for specified periods and which was due to expire on December 3 1 ,
1 945, was extended for an indefinite period.

1 The version given here is based on the codification contained in the
Decree-Law of December 3 1, 1936 (which was passed in implementation of
Art. 15 of the Law of July 24, 1936). Provisions subsequent to the 1936
codification have, however, been incorporated here wherever feasible, and
other provisions or their legal or factual consequences are referred to or
commented on in the footnotes. Provisions which have been repealed, either
explicitly or implicitly, have been omitted except in a few cases where they
were thought to be of historical interest. The version presented here reflects
the status of the Law in November 1965. Unless otherwise specified, all
value figures are given in terms of the monetary unit established on
January 1, 1960 (see below, p. 236) .
For the text in French of the 1936 codification, see the pamphlet edition,
Codification des textes concernant la Banque de France (Paris, December
1936).
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I.

FRANCE
BANK OF FRANCE

Art. I. The public bank [banque publique] established in Paris under the
name of Bank of France [Banque de France] shall have the form of a joint
stock company with a capital of two hundred and fifty million francs, not
including the Reserve Fund.2

SECTION I. CAPITAL OF THE BANK, RESERVE FUND, AND DIVIDENDS

Art. 2.

[Lapsed]

Art. 3. The capital of the Bank may be increased or reduced only by a
special law.
Arts. 4-9.

[Lapsed]

Art. 10.3 The Reserve Fund to be maintained by the Bank of France shall
comprise:
( 1 ) An amount of ten million [old] francs fixed by Article 1 of the Law
of May 17, 1834, not including funds used for the purchase of the
Bank's Head Office and for premises that it has added thereto;
(2) An amount of two million nine hundred and eighty thousand seven
hundred and fifty [old] francs representing the reserve funds of former
banks in the Departments that have merged with the Bank of France,
pursuant to the Decrees of April 27 and May 2, 1848;
( 3) An amount of nine million one hundred and twenty-five thousand
[old] francs representing the additional funds collected by the Bank
on the occasion of the increase in its capital pursuant to the Law of
June 9, 1857.
Art. l l .

[Lapsed]

Art. 12.3 The capital and the Reserve Fund of the Bank shall be in the
form of French Government obligations [rentes] in an amount of one hundred
twelve million nine hundred eighty thousand seven hundred and fifty [old]
francs representing:
( 1 ) The reserve of ten million [old] francs fixed by the Law of May 17,
1834;
(2) The reserve funds of two million nine hundred and eighty thousand
seven hundred and fifty [old] francs deriving from the merging with
the former banks in the Departments;

2 The shares of the Bank were transferred to the Government by virtue of
Art. 1 of the Law of December 2, 1945 (see below, p. 199).
The provisions of Arts. 10 and 12 are reproduced here primarily because
of their historical interest; they should be read in conjunction with Arts. 1, 3,
and 13.
s

©International Monetary Fund. Not for Redistribution

CODIFIED STATUTES OF BANK OF FRANCE

1 77

(3) An amount of one hundred million [old] francs deriving from the
capital increase provided for by the Law of June 9, 1857.
The government obligations [rentes] acquired by the Bank representing the
amount of one hundred and twelve million nine hundred and eighty thousand
seven hundred and fifty [old] francs referred to above shall be registered in
its name and may not be resold without authorization for the duration of its
privilege.
Art. 13. Irrespective of the Reserve Funds referred to in Articles 10
and 12, any profits made by the Bank as provided for in Articles 161 and
162 shall be added to its funds.
Arts. 14-15.

[Lapsed]

4

1. Management of the Bank
Art. 16. The management of the Bank's business shall be in the hands of
a Governor.
SECTION 11. ADMINISTRATION OF THE BANK

Art. 17. The Governor shall be assisted by two deputies, who shall dis
charge the duties delegated to them by the Governor; they shall have the title
of First Deputy Governor and Second Deputy Governor.
The Deputy Governors, in the order indicated by their titles, shall take
over the duties of the Governor if his office should be vacant or if he is
absent or sick.

Art. 18. The Governor and his two deputies shall be appointed by decree
of the Council of Ministers.

Art. 19. The Governor shall take an oath before the President of the
Republic that he will duly and faithfully manage the affairs of the Bank in
conformity with the laws and statutes.
Art. 20. The offices of Governor and Deputy Governor of the Bank of
France shall be incompatible with parliamentary office.

Art. 21. The Governor shall receive an annual salary from the Bank
equivalent to that of the Vice-President of the Council of State; the two
Deputy Governors shall each receive a salary equivalent to that of Section
Presidents of the Council of State.

Art. 14 of this Law provided that dividends were to be declared by the
General Council every six months. Since the nationalization of the Bank
(on January 1, 1946), the General Council votes an annual dividend which
is paid to the Government; see Art. 57, below.
4
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Art. 22. The General Council shall fix a scale in terms of which the
Governor and the two Deputy Governors shall receive representation allow
ances and the reimbursement of their exceptional expenses.
Art. 23. The Bank shall defray the cost of offices, lodging and furniture,
and other expenses connected with the management of the Bank.

Art. 24. The daily presence of the Governor or the Deputy Governors is
required at the Bank for it to carry on its business.
Art. 25.

[Lapsed]

Art. 26. The Governor and his deputies may not present for discount any
credit instrument bearing their signature or belonging to them.

Art. 27. During their term of office the Governor and the Deputy Gover
nors may not take or accept any participation or interest of any kind, whether
actively or in an advisory capacity, in any private industrial, commercial or
financial enterprise.
Art. 28. A Governor or Deputy Governor who relinquishes his office shall
continue to receive his salary for three years.
During this period he shall not be permitted, except by authorization of
the Minister of Finance, to lend his services to private enterprises and to
receive from them remuneration for his advice or work. In the case referred
to above, the conditions under which he shall continue to receive all or part
of his salary shall be determined by decision of the Minister of Finance.
If he is entrusted with a public office during the same period, the conditions
under which salary received from such office will be added to the remunera
tion referred to in the first paragraph of this Article shall be laid down by
decision of the Minister of Finance.

Art. 29. Eligible paper may be discounted only upon the recommendation
of the General Council and with the formal approval of the Governor.
Appointment, dismissal and removal from their posts of officials of the
Bank shall be by the Governor.
He alone shall sign, in the name of the Bank, all contracts and agreements;
he shall sign all correspondence; in this matter and as regards endorsing and
receipting assets of the Bank, he may, however, act through a deputy.
Legal proceedings shall be carried on in the name of the Councillors and
the Governor; they shall be instituted by and entrusted to the Governor.
The Governor shall preside over the General Council and special commit
tees and boards which he attends; in the name of the General Council he
shall present the Bank's annual account of its operations to the President of
the Republic; no resolution may be carried out without his signature; he shall
see to it that the laws relating to the Bank, the statutes and the resolutions
of the General Council are fully complied with.
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Art. 30. The Deputy Governors shall advise, and have the right to vote
in, the General Council; their rank among the Councillors shall be on the
basis of the seniority of their appointment.

Arts. 31-43.

2. General Meeting of Shareholders
[Lapsed]

3. General Council
Art. 44. The administration of the Bank shall be in the hands of twelve
Councillors and shall be supervised by two Auditors; all must be French
citizens. The Governor, the Deputy Governors, the Councillors and the
Auditors shall together make up the General Council. The Auditors shall sit
in an advisory capacity.

Art. 45. The two Auditors shall be chosen by the Secretary of State for
Finance from among government officials holding at least the rank of
Director.

The Councillors shall be chosen as follows:
( 1 ) [Lapsed]
(2) One shall be elected by secret ballot by the staff of the Bank of
France.
( 3 ) Seven shall be appointed by the Minister of Finance on the recom
mendation of the competent Ministers:
Two representing commerce and industry in metropolitan France;
Four representing respectively agriculture, labor, French interests in the
overseas territories and French interests abroad;
One representing general economic interests.
(4) Four shall be ex officio members:
The General Manager of the Deposit and Consignment Office [Caisse de
Art. 46.

The Governor of the Mortgage Loan Bank of France [Credit Fancier de
Depots et Consignations];

The General Manager of the National Credit Bank [Credit National];
The General Manager of the National Agricultural Credit Bank [Caisse
France] ;

Nationale de Credit Agricole];

Council.

Art. 47.

No member of Parliament may be a member of the General

Art. 48. No Councillor of the Bank of France may be a director of finan
cial institutions of countries at war with France.
Arts. 49-50.

[Lapsed]
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Art. 51. Councillors other than ex officio members shall be elected or
appointed for a four-year term.
Every two years half the elected or appointed members shall retire; the
term of office of outgoing Councillors shall be renewable.

Art. 52. The term of office of the Auditors appointed by the Secretary
of State for Finance may be brought to an end at any time, at the discretion
of the Secretary of State for Finance and, in any case, upon termination of
their active service with the Finance Administration.
Art. 53. Auditors and Councillors elected or appointed as a consequence
of death or retirement shall continue to discharge their functions only for the
remainder of the term of office of their predecessors.
Art. 54.

[Lapsed]

Art. 55. The offices of Councillor and Auditor shall be unpaid, except for
attendance fees.
These fees shall be determined by the General Council.

Art. 56. The Governor and the Deputy Governors of the Bank shall not
be entitled to any fee for attending meetings of the General Council and
committees of the Bank.

Art. 57. The General Council of the Bank shall supervise all branches
of the Bank's activities.
It shall formulate its special statutes [statuts particuliers] and internal
regulations; it shall, upon the proposal of the Governor, decide on all general
agreements and conventions.
It shall decide on the opening or closing of branches of the Bank, subject
to the terms fixed in Article 78.
It shall select the credit instruments [effets] eligible for discounting; it
shall determine the discount rate, the amounts to be made available for
discounting and the maximum maturities for eligible paper.
It shall determine the rate of interest for advances and the securities
against which advances may be made, pursuant to Article 129. Subject to
the maximum fixed in Article 130, it shall also determine what proportion
of the securities eligible to serve as a pledge may be used as collateral for
advances, subject to the terms provided for in Articles 129 and following.
It shall decide on the creation and issue of bank notes payable to bearer
and at sight; it shall likewise decide on their withdrawal and cancellation;
it shall determine the form of such notes and specify the signatures they are
to bear.
It shall decide how the Reserve Fund is to be invested, subject to the
provisions of Article 12, and shall see to it that the Bank engages only in
operations authorized by law and only as laid down by the statutes.
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The appointment and salaries of officials and employees of the Bank, and
its general administrative expenditures, shall be decided by the General
Council each year in advance.5
The General Council shall fix the dividend on shares once each year.
It shall draw up the annual account that is to be presented to the
President of the Republic.
It shall formulate the Staff Regulations, subject to the provisions of Article
92.
All activities of the Bank shall be reported to it.

Art. 58. The General Council shall constitute a quomm only when
at least nine voting members and one Auditor are present.
Decisions shall be taken by an absolute majority of votes.

Art. 59. All decisions involving the creation and issue of bank notes
shall require the approval of the Auditors.
The unanimous objection of the Auditors shall render such decisions
null and void.

The Auditors shall supervise all operations of the Bank.
They may ask to see accounts, books and portfolios at any time they
see fit.
They shall attend meetings of the Supervisory Committee and of the
special boards.
Art. 60.

Art. 61. The Auditors shall not have the right to vote in the General
Council.
They shall propose any measures they regard as necessary to the conduct
and interests of the Bank.
If their proposals are not adopted, they may require that they be re
corded in the minutes of the meeting.
Art. 62. The Auditors shall report to the President of the Republic on
their supervision of the Bank's business and shall state whether regulations
on discounting have been faithfully observed.
Art. 63.
Art. 64.

[Lapsed]

The General Council shall meet at least once a week.

4. Discount Board and Special Committees
Art. 65. In supervising the operations of the Bank, the General Council
shall be assisted by the following two committees:
the Discount Committee;
the Supervisory Committee.
See also Art. 92, below,
5
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Art. 66. Furthermore, a Discount Board shall be established consisting
of fifteen members who are actively engaged in business in Paris or hold
the position of director, general manager or manager of a commercial com
pany having its head office in Paris or the Paris area. The fifteen members
shall be appointed for three-year terms by the Auditors, and one third shall
retire each year. Outgoing members may be reappointed.
Art. 67. The Auditors shall appoint the members of the Discount
Board from a list of candidates submitted by the General Council con
taining three times as many names as there are vacancies to be filled.
No member of the Discount Board may lend his services, either in an
active or an advisory capacity or as a director, to a banking institution.
Art. 68.

[Lapsed]

Art. 69. The members of the Discount Board and the Councillors shall
form the Discount Committee.
Those attending the meetings of the Committee shall be entitled to an
attendance fee.

Art. 70. Except for the attendance fee, the members of the Discount
Board shall serve without pay.

Art. 71. The Councillors and the members of the Discount Board forming
the Discount Committee shall be appointed in an order of rotation drawn
up by the General Council.
The Discount Committee shall meet every working day.

Art. 72. The members of the General Council and the Discount Board
forming the Discount Committee shall examine, by sampling, paper pre
sented for discounting.
They shall select paper that meets the required conditions and guarantee
stipulations of the Bank.

Art. 73. The Supervisory Committee shall be composed of Councillors
appointed by the General Council. Its members may remain in office
until the expiration of their term as Councillors.

Art. 7 4. The Supervisory Committee shall periodically undertake an
audit of the notes, accounts, books, portfolios and holdings of securities, or
any other audits that the General Council may decide to request. It shall
report to the General Council on the audits it has carried out.
The frequency, purpose and form of its audits shall be determined by
the General Council.

Art. 75. The General Council shall appoint, replace or re-elect members
of special committees and boards by an absolute majority of votes.
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Art. 76. In addition to its Head Office, the establishments of the Bank
shall comprise:
( 1 ) Branches,
(2) Sub-offices,
( 3 ) Correspondent towns linked with its banking network for the collec
tion of commercial paper [villes rattachees].
SECTION Ill. ESTABLISHMENTS OF THE BANK IN DEPARTMENTAL TOWNS

Art. 77. The Bank shall be required to maintain the branches, sub
offices and correspondent towns established or maintained by the laws
extending its privilege.

Art. 78. Branches and sub-offices of the Bank may be opened or closed
by virtue of a decree countersigned by the Minister of Finance and issued
on the proposal of the Bank's General Council.6

Art. 79. The Bank of France may carry out over the counters of its
branches and sub-offices transactions authorized by the laws and decrees
determining its Statutes.

Art. 80. Each branch shall be headed by a manager.
The manager shall be assisted by from six to twelve councillors, depending
on the size of the branch.
One auditor and one deputy auditor in each branch shall perform the
supervisory functions specified in Article 74.
The councillors, auditor and deputy auditor must reside within the area
in which the branch operates.

Art. 81. The manager of each branch shall be appointed by order of
the Minister of Finance from a list of three candidates submitted to him
by the Governor of the Bank.

Art. 82. The councillors of branches shall be appointed by the Governor
in consultation with the General Council from a list of candidates con
taining at least twice as many names as there are vacancies to be filled.
The councillors shall be chosen from among persons especially qualified
by virtue of their experience in commercial, industrial or agricultural activi
ties in the area in which the branch operates.
Members of Parliament, and persons who lend their services to a banking
institution in an active or an advisory capacity or as directors, shall, however,
not be eligible.
6 A Chamber of Commerce must be consulted regarding the establishment
of branches of the Bank of France within its territory (Art. 12 of the Law
of April 9, 1898 ) .
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Art. 83. The councillors of branches shall be appointed for a three-year
term.
One third shall retire each year.
They may be reappointed to their offices.

Art. 84. Auditors and deputy auditors of branches shall be appointed by
the General Council on the recommendation of the Governor.
They shall be appointed for a three-year term.
They shall be eligible for reappointment.
Art. 85.

[Lapsed]

Art. 86. The offices of councillor, auditor and deputy auditor of a branch
shall be unpaid, except for an attendance fee, the amount of which shall be
determined by the General Council.

Art. 87. The manager shall carry out the decisions of the General Council
and follow the instructions issued by the Governor.
He shall sign all correspondence as well as endorsements and receipts of
bills of exchange belonging to the Bank.
Legal proceedings shall be carried on in the name of the General Council
of the Bank of France, at the request of the Governor, and shall be instituted
by and entrusted to the manager.
Art. 88. A branch manager may not present for discounting any bill
bearing his signature or belonging to him.

Art. 89. The branch councillors shall take turns in examining, by sample,
eligible paper [effets] presented for discounting at the branch.
Eligible paper may be discounted only on their recommendation and with
the approval of the manager.
Art. 90. The Inspectors of Finance, by order of the Minister of Finance,
may audit the accounts of a branch.

Art. 91. Officials of the Bank must be French nationals. The appointment,
removal and dismissal of these officials shall be carried out by the Governor,
subject to the provisions of Article 8 1 on the appointment of branch
managers.
SECTION IV. STAFF OF THE BANK AND EMPLOYEES' RESERVE FUND

Art. 92. Provisions governing the terms of recruitment, promotion and
discipline of the staff shall be embodied in staff regulations [statut reglemen
taire]. These regulations, together with any future amendments, shall be
formulated by the General Council and submitted by the Governor to the
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Minister of Finance for approval. 7 In case of disagreement, the Council of
State shall decide.s
Art. 93. Salaries and wages of officials and staff of the Bank shall be
determined each year in advance by the General CounciJ.7
Art. 94. The Bank shall maintain a reserve fund for its employees.
The reserve fund shall be composed of deductions from salaries.
The amount, employment and distribution of the reserve fund shall be
decided on by the General Council and submitted to the Government for
approval.7
Regulations pertaining to the reserve fund are contained in the Decrees of
September 2, 1950, May 4, 1954 and February 23, 1957.9
SECTION V. POWERS OF THE COUNCIL OF STATE
Art. 95. Upon information from the Minister of Finance, the Council
of State shall take cognizance of infringements of laws and regulations
governing the Bank and of disputes concerning its internal policy and
administration.
In the case of disputes between the Bank and members of its General
Council, its officials or employees, the Council of State shall pronounce
final judgment, which may not be appealed, and may impose civil sanctions,
including damages and even dismissal or termination of functions. 1 0
Art. 96. The Council of State shall also settle disputes referred to in
Article 92. 1 0

7 Art. 6 of Decree No. 707 of August 9, 1953 amended by a Decree of
June 22, 1960 on government control of national public enterprises provides
as follows :
"All measures dealing with the salary scales, staff regulations, and pensions
of the staff of national public enterprises shall be submitted before any
decision is made to the competent Minister and to the Minister of Finance.
The latter shall obtain the opinion of an interministerial committee, whose
composition and operation shall be fixed by a joint decree of the Prime
Minister, the Minister of Finance and the Minister of Labor. Such measures
shall enter into force only after having been approved by the competent
Minister and by the Minister of Finance."
s See Arts. 95 and 96, below.
9 The staff of the Bank is covered by a special social security scheme
(Decrees of May 25, 1938 and June 8, 1946).
1 o In accordance with the Decree-Law of September 30, 1953 and the
Implementing Decree of November 28, 1953, Art. 14, amended by Decree
No. 60-1510 of December 27, 1960:
"The administrative tribunals shall in the first instance, and subject to
appeal to the Council of State, settle all administrative disputes coming
under generally applicable law;
"The Council of State shall retain its jurisdiction to pass judgment in the
first and last instance on:
( 1 ) appeals for action ultra vires made against regulatory decrees or
individuals,
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All other matters shall be brought before the competent courts.

TITLE 11. ISSUING PRIVILEGE AND NOTES OF THE

BANK OF FRANCE

Art. 98. The Bank of France shall have the exclusive privilege of issuing
bank notes throughout metropolitan France, under the terms laid down by
law.1 1

Art. 99. As indicated in Articles 57 and 59, the General Council shall
make all decisions concerning the creation and issue of notes of the Bank
payable to the bearer at sight [payables au porteur et a vue], and concerning
their withdrawal from circulation and their can cellati on; it shall determine
the form of the notes and decide what signatures are to appear on them. All
decisions dealing with the creation or issue of bank notes shall be approved
by the Auditors; the unanimous objection of the Auditors shall render the
decisions null and void.
Art. 100. The smallest denomination of notes of the Bank of France shall
be five [old] francs.

The notes of the Bank shall be accepted as legal tender [monnaie
by public cash offices and by individuals.
The legal-tender status of a specific type of note may, at the Bank's request,
be revoked by decree, in which case the Bank shall nevertheless remain
obligated to guarantee the convertibility at sight and into gold of the notes
concerned in accordance with the terms set forth in the Article which
follows.
Except in the case referred to in the second paragraph of this Article, the
legal-tender status of bank notes may be revoked only by law.
Art. 101.

legate]

[Art. 102. The Bank of France shall be obligated to guarantee to the
bearer the convertibility at sight and into gold of its bank notes.
The Bank shall be authorized to guarantee such convertibility either by
paying the equivalent value of the bank notes in legal-tender gold coin, or
by exchanging them for gold at the legally established rate.
The Bank shall be authorized to make such payments or exchanges only
at its Head Office and for minimum amounts to be fixed by agreement
between the Minister of Finance and the Bank of France.] 12

disputes involving the individual position of officials appointed by
decree,
(3) appeals against administrative actions whose field of application
extends beyond a single administrative tribunal."
11 Reaffirmed by Art. 2 of the Law of December 2, 1945 (see below).
12 Application of the provisions of Art. 1 02 was suspended by Art. 1 of the
Monetary Law of October 1, 1936; see Art. 170, below.
(2)
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[Art. 103. The Bank of France shall be obligated to hold a stock of
bullion and gold coin equal to at least thirty-five per cent of the aggregate of
notes in circulation payable to bearer and current credit accounts.] 1 8
Art. 104. Falsifying or counterfeiting bank notes; using, selling, peddling
or distributing falsified or counterfeit bank notes; and bringing such bank
notes within the limits of French territory shall be punishable under
Articles 139 and 144 of the Penal Code.
Art. 105. The provisions of the Law of June 15, 1 872 relating to bearer
certificates that have been lost or stolen shall not be applicable to notes of
the Bank of France.H
TITLE Ill. TRANSACTIONS OF THE BANK ARISING FROM THE
ISSUE OF BANK NoTES
Art. 106. Transactions of the Bank arising from the issue of bank notes
shall comprise :

(1)
(2)
(3)
(4 )

Gold transactions;
Discount transactions;
Advances against government securities and transferable securities;
Permanent advances to the Government.15

1 3 Application of Art. 103 was suspended by a Decree-Law of Septem
ber 1 , 1939.
14 The Law of June 15, 1 872 has been repealed; however, a similar
provision is contained in Art. 38 of Decree No. 56-27 of January 1 1 , 1956.
15 Art. 1 of the Decree-Law of June 17, 1938 Concerning the Extension
of the Functions of the Bank of France provides as follows :
"With a view to influencing the volume of credit and regulating the money
market, the Bank of France shall, in addition to the transactions enumerated
in Article 106 of the Codification Decree of December 3 1 , 1 936, be autho
rized to buy on the open market, within the limits and under the conditions
laid down by the General Council, short-term negotiable government paper
and discountable private paper and to resell, without endorsement, such paper
previously acquired. These transactions may in no circumstances be carried
out for the benefit of the Treasury or the public authorities issuing such
paper."
By order of the General Council of the Bank, the purchase and sale of
negotiable government and private paper provided for in Art. 1 of the
Decree-Law shall apply to the following:

Treasury bills;
Notes of the French Railways [SNCF] ;
Bank acceptances;
Paper unconditionally guaranteed by the National Office for the
Financing of Government Purchases [Caisse Nationale des Marches
de l'Etat];
( 5 ) Paper in respect of export trade, guaranteed by a bank;
(6) Paper bearing the signature of the Mortgage Loan Bank of France
[Credit Fancier de France];
( 7 ) Treasury certificates.

(1)
(2)
(3)
(4 )
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Art. 107. The B ank may not in any circumstances or for any reason
carry on or undertake transactions other than those permitted by law and
by the Bank's statutes.
Art. 108. The statutes of the Bank shall be approved by the President of
the Republic in the form of a government regulation [reg/ement].
SECTION I. GOLD TRANSACTIONS
Art. 109. The Bank may not engage in trading other than in gold and
silver.ts
[Art. 1 10. The Bank of France shall be obligated to buy gold presented
at the counters of its Head Office and of the branches of its choice at the
rate established by law, without charging interest.
It shall be empowered to charge the seller for mintage at the rate of the
Paris Mint. Assaying costs shall be at the expense of the seller.] 1 7
[Art. Ill. The Bank may grant advances against bullion or foreign gold
and silver coin placed on deposit with it.] 1 8
SECTION II. DISCOUNTING 1 9
Art. 112. The Bank shall discount for any person bills of exchange and
other commercial paper with fixed maturities not exceeding three months
and drawn by traders, agricultural and other associations, mutual guarantee
associations for small and medium-sized commerce and small and medium
sized industry, and by all other persons of known solvency.
Art. 113. [Lapsed]
Art. 1 14. No person having been legally declared a bankrupt shall be
eligible for discounting unless rehabilitated.

1 s The Bank no longer buys silver coin, the Law of June 25, 1928 having
substituted gold monometallism for bimetallism.
1 7 Application of the provisions of Article 1 10 was suspended by Art. 1 of
the Law of October 1 , 1936; see Art. 174, below.
18 Application of this provision was suspended by the management of the
Bank in June 1935.
1 9 By order of the General Council of the Bank, discount transactions shall
extend to medium-term credit transactions ( Order of September 23, 1965) ;
to advances against commercial paper ( Order of October 18, 195 1 ) ; to
advances against paper representing medium-term credits that in turn have
been accepted as collateral or discounted by the Deposit and Consignment
Office [Caisse des Depots et Consignations] ( Order of March 18, 1954); and
to advances against secured Treasury bonds ( Order of May 20, 1954 ) For
the text of the Orders of September 23, 1965 and October 18, 1951, see
below, pp. 241-243.
.
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Art. l l 5 . The Bank shall accept for discounting, either in Paris or at its
branches, only commercial paper [effets de commerce] that is stamped and
guaranteed by at least three signatures of known solvency.
Art. l l6. However, the Bank may accept for discounting, both in Paris
and at its branches, upon ascertaining that they are secured by goods, credit
instruments guaranteed by only two signatures of known solvency if, in
addition to the guarantee of two signatures, a transfer is made of French
Government securities or any other securities included among those against
which the Bank is authorized to make advances.
Art. l l 7. Since transfers made in addition to a guarantee shall not be
allowed to hinder proceedings against the signers of such paper, the Bank
may, upon default of payment and after a protest, cover itself by disposing
of the bills transferred to it.
Art. l l8. The Bank of France and its branches may accept for discount
ing, in place of the third signature, receipts for merchandise deposits
mentioned in the Decree of March 21, 1848.
Art. 1 1 9. The Bank may also accept warrants for discounting, especially
agricultural warrants and warrants giving a lien on the chattels of a hotel,
with the waiving of one of the signatures required by the Bank's statutes.

Art. 120. In conformity with the provisions of the Law of August 15,
that brought about the establishment of a National Wheat Office
[Office National lnterprofessionnel du B!e], 2o the Bank of France shall :

1936

(1)

Discount warrants made out to the order of a wheat cooperative and
guaranteed by the board of directors of the cooperative and by the
National Wheat Office 2o in accordance with the conditions set down
in Article 17 of the aforementioned Law;
( 2 ) Rediscount credit instruments issued by wheat cooperatives that are
guaranteed by the National Wheat Office 20 and that have been
discounted by agricultural credit unions and the National Agricul
tural Credit Bank [Caisse Nationale du Credit Agricole] in accordance
with the terms set down in Article 23 of the aforementioned Law.
Art. 121. In the interests of French export industry and trade, the Bank
of France shall discount, in accordance with the conditions prescribed by
the General Council, credit instruments payable abroad.
20 Now the National Cereal Office ( Office National lnterprofessionnel des
Cereales) .
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Art. 1 22. All securities issued by the Treasury in respect of the floating
debt and having a maximum of three months to run shall be accepted for
rediscount without restriction, except for the benefit of the Treasury. 2 1
Art. 123. The Bank of France shall refuse to discount any credit instru
ments arising from transactions that appear to be contrary to the security of
the Republic, credit instruments resulting from illegal transactions and
so-called "circulation" bills issued by collusion between the signatories and
without real foundation or value.
Art. 124. Discount operations of the Bank shall be carried out every day
except holidays.
Art. 1?5. The discount shall be charged on the basis of the number of
days it is to nm, even one day if need be.
Art. 126. Discounting shall be carried out everywhere at the same rate,
unless some other ruling has been made by special authorization of the
Government.
Art. 127. Persons who believe they have grounds for lodging a complaint
against the operations of the Bank with respect to discounting shall address
their complaints to the Governor and, at the same time, to the Auditors.
SECTION HI. ADVANCES AGAINST GOVERNMENT PAPER AND
TRANSFERABLE SECURITIES
Art. 128. The Bank may make advances against government securities
submitted to it as collateral, provided that they have a fixed maturity. 22
Art. 129. The authority given to the Bank pursuant to the preceding
Article shall be extended to all securities issued by French public authorities,
without the requirement of a fixed maturity, and also to the following
securities :

Bonds of the French Railways;
Bonds of the City of Paris;
Bonds of French cities and Departments;
Bonds of the Mortgage Loan Bank of France [Credit Fancier de France];
Bonds of the National Credit Bank [Credit National] ;
Bonds, bills and production shares guaranteed by the Government and
issued by the Electric Power Utility of France [Electricite de France],

2 1 By virtue of the Law of June 26, 1957, these provisions were repealed
in respect of Treasury bills deposited on current account; see also foot
note 26, below.
22 Advances against government securities with a fixed maturity are not
subject to the provisions of Arts. 130-134.
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the Gas Utility o f France [Gaz de France] and the Coal Utilities of
France [Charbonnages de France];
Unified borrowing certificates issued by Departments, communes, associa
tions of communes [syndicats de communes], chambers of commerce,
autonomous ports and institutions guaranteed by these public
authorities, pursuant to Decrees No. 53-709 of August 9, 1953 and
No. 55-632 of May 20, 1 955;
Borrowing certificates issued by regional development associations;
Bonds of the National Highway Office [Caisse Nationale des Autoroutes].
However, advances may be made against these securities only pursuant to
a special resolution passed by the General Council of the Bank.
Advances made under this Article shall be subject to the provisions of
Articles 1 30 through 1 34 below.
Art. 130. An advance may not exceed four fifths of the value of the
securities submitted, at their cash price on the day before the advance is
made. The securities shall be transferred to the Bank immediately.
Art. 131. The borrower shall enter into an agreement with the Bank
to repay, within a period not exceeding three months, the money supplied
to him.
Art. 132. This agreement shall, furthermore, contain a commitment
on the part of the borrower to indemnify the Bank for the amount by
which the market price of the securities transferred to it might drop, as
soon as such a drop exceeds ten per cent.
Art. 1 33. If the borrower fails to fulfill the commitment entered into
pursuant to the preceding Articles, the Bank shall have the right, through
the intermediacy of an exchange agent, to sell on the stock exchange all or
part of the securities transferred to it, as follows:

( 1 ) In default of cover, three days after giving formal notice by extra
judicial act;
( 2 ) In default of payment, on the day following the date fixed, without
the need for formal notice or any other formality.
The Bank shall reimburse itself from the net proceeds of the sale in a
sum equal to the principal amount of the advance, plus interest and expenses.
The balance, if any, shall be returned to the borrower.
These conditions must be set forth and be accepted by the borrower in
the agreement contained in Articles 1 3 1 and 1 32.
Art. 134.
Article 57, to
as guarantee
Council shall

Notwithstanding decisions it might make, in conformity with
fix the rate of interest for advances, the list of securities eligible
and the amount of the advances to be granted, the General
determine the amount of cover to be provided by the borrower
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in case of a drop in the market price of the securities during the term of the
loan.
SECTION IV. LOANS TO THE GOVERNMENT
Art. 135. Permanent advances by the Bank of France to the Government,
together with certain provisional advances, shall not exceed five billion
four hundred and fifty million francs.
The Bank may not demand repayment of all or part of these advances
for the entire duration of its privilege.
These advances shall bear no interest.23 As guarantee for their repayment,
Treasury notes shall be issued to the Bank of France upon termination of
its privilege.24
TITLE IV. OTHER OPERATIONS OF THE BANK
SECTION

I.

ASSISTANCE OF THE BANK IN FINANCIAL TRANSACTIONS
OF THE GOVERNMENT

Art. 136. The Bank, concurrently with the public cash offices, shall make
payment without charge and for the account of the Treasury on bearer
coupons of French Government obligations [rentes] and securities issued by
the French Treasury presented at its counters either in Paris or at its
branches and sub-offices.
Art. 137. At the request of the Minister of Finance, the Bank shall open
its counters without charge for the issue of French Government obligations
[rentes] and securities of the French Treasury.
Art. 138. Offices of the Treasury may make deposits and withdrawals for
the current account of the Treasury at the Bank's sub-offices as well as at its
branches.
In correspondent towns the Bank shall, without charge and irrespective of
maturity, undertake the collection of drafts drawn on Treasury accounts by
Treasury officers, as well as the collection of drafts of tax debtors to the
order of Treasury accounts.
Art. 139. The Bank of France shall effect payment without charge on
checks and transfers drawn on the account of the Treasury by Treasury
officers, and shall without charge lend the Government its assistance, on the
terms laid down in the Decrees in force as of October 26, 1 9 17, in facilitating
the settlement by transfer of orders initialed and approved for payment and

2 a But see Art. 177 and footnote 36, below.
2 + It may be noted that Art. 4 of the Agreement of October 29, 1 959
(approved by the Law of December 28, 1959) provides that renewable,
non-interest-bearing Treasury bills with a maturity of three months may be
issued in representation of loans and advances to the Government. For the
text of this Agreement, see below, p. 2 10.
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issued in behalf o f creditors o f the Government and the Departments who
maintain accounts either at the Bank of France or at a banking establishment
that has an account with the Bank of France.
The Bank shall lend its assistance to the Treasury on the same terms and
without charge in order to facilitate the settlement, through transfers to the
debit of the Treasury's current account, of orders passed on by Treasury
officers and originally made out by communes and public institutions to their
creditors maintaining accounts either at the Bank of France or at a banking
establishment that has an account with the Bank of France.
The Bank shall cash without charge checks drawn or endorsed to the
order of Treasury officers and tax offices.
Art. 140. The Bank shall be required to assay gold coins held at its
branches and sub-offices and to transport to the Mint, at its own expense,
those which the Minister has ordered replaced. New coins shall be delivered
to the Bank at its Head Office.
SECTION II. TRANSACTIONS FOR ACCOUNT OF FOREIGN BANKS OF ISSUE
Art. 141. The Bank of France shall be empowered to undertake, for
account of foreign banks of issue maintaining a current account on its books,
the purchase of short-term credit instruments and securities. Interest on
such investments shall be credited to the current account of the foreign bank
of issue.
The Bank of France may rediscount, at the request of these institutions,
the credit instruments and securities whose safeguarding it is authorized to
guarantee.
SECTION Ill. REAL ESTATE TRANSACTIONS OF THE BANK
Art. 142. The Bank may, with the approval of the Government, acquire,
sell, or exchange real property according to its staff requirements. Such
expenditures may be made only out of the Reserve Funds. 2 5
SECTION IV. CURRENT ACCOUNTS 26
Art. 143. The Bank shall accept on current account sums deposited by
individuals and public establishments and shall pay drafts made on it and
commitments entered into on its premises up to the amount of the deposits.

25 By Decree of August 28, 1 949, such transactions by government
departments and public utilities, government and nationalized enterprises,
etc., were placed under the supervision of the Central Committee for the
Supervision of Real Estate Transactions (Commission Centrale de Contrble
des operations immobilieres) .
2 6 The Bank of France opens current accounts in government securities
for banks, financial institutions, and certain other bodies which, pursuant to
an Ordinance of April 13, 1945, are required to deposit with the Bank short
term Treasury bills belonging to them.
By virtue of a Decree of the Minister of Finance of January 22, 1964, the

©International Monetary Fund. Not for Redistribution

1 94

FRANCE

------ -----

Art. 144. No attachment may be placed on funds held on current account
at the Bank of France.
Art. 145. Holders of current accounts and of all other accounts lodged
with the Bank shall be accorded the right to domicile payments on their
credit instruments without charge at the Bank's offices and to make transfers,
also without charge, between resident accounts in different localities.
SECTION V. COLLECTION OF BILLS
Art. 146. The Bank shall undertake, for the account of individuals and
public establishments, the collection of credit instruments remitted to it that
are payable in all cities in its banking network.
Art. 147. The Bank shall cash without charge and for all its accounts
crossed checks drawn on banking places [places bancables] and checks
drawn on banks belonging to a clearinghouse or on their correspondents.
SECTION VI. VOLUNTARY SAFE CUSTODY
Art. 148. The Bank of France shall maintain facilities for the voluntary
deposit of securities, bullion and gold and silver coin of all kinds for safe
custody.
Art. 149. The Bank shall give receipts for safe custody deposits placed
with it.
Such receipts may not be transferred by means of endorsement.
Art. 150. For its safe custody services the Bank shall collect a fee, the
amount of which shall be determined by the General Council.
Art. 151. The Bank shall reduce its safe custody fee by one fourth for
registered securities placed in its safe custody.
Art. 152. [No longer relevant]
TITLE V. WEEKLY STATEMENTS AND BALANCE SHEET
Art. 153. Every week the Bank shall submit to the Minister of Finance
a statement of account, which shall be published in the Journal Officiel.
This weekly statement shall show the amount of cash and bullion in hand,
the demand liabilities [and the cover ratio resulting from the relationship

Bank of France opens current accounts in Treasury certificates that are
eligible to be used in the minimum portfolio of government securities that
banks must maintain, and also current accounts in Treasury bills with a
maturity of one year offered to all holders of current accounts in government
securities.
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between these two figures]. 2 7 I t shall furthermore show i n detail the items
on the assets side which have given rise to demand liabilities and which serve
as cover for the latter.
The above provisions shall also apply to the annual balance sheet.
Art. 154. The Bank shall submit a statement of account to the Govern
ment on the outcome of its operations. 2 s

TITLE VI. O BLIGATIONS A SSUMED BY THE B ANK OF FRANCE
IN RETURN FOR ITS PRIVILEGE
Art. 155. The special obligations assumed by the Bank in return for its
issuing privilege shall include, in addition to the permanent advances to the
Government referred to in Article 135, the following :

( 1)
(2)
( 3)
(4 )
(5 )
(6)

Operations o f the Bank for the account o f the Treasury;
Privileges to be extended to the public;
[Repealed]
[Repealed]
Certain restrictions on the use and allocation of its profits;
The obligation to pay to the Government the balance not presented
at its counters of certain types of notes withdrawn from circulation.

SECTION I. OPERATIONS OF THE BANK FOR ACCOUNT OF THE TREASURY
Art. 156. The operations for the account of the Treasury for which the
Bank is responsible shall be the following:

( 1) Maintaining without charge the Treasury's current account on the
books of the Bank;
( 2 ) Making payment without charge on bearer coupons of French Gov
ernment obligations [rentes] and securities issued by the French
Treasury, under the terms fixed in Article 136.
( 3) Opening the Bank's counters without charge for the issue of French
Government obligations [rentes] and securities of the French
Treasury, in accordance with the provisions of Article 137.
( 4 ) Providing without charge its fiscal agency services for Treasury
accounts, as called for by the provisions of Articles 138 and 1 39.
( 5 ) Cashing without charge checks drawn on or endorsed to the order of
Treasury officers and tax offices, under the terms laid down in
Article 1 3 9.
( 6 ) Undertaking in the towns of its network the collection without charge
of drafts drawn on Treasury accounts by Treasury officers as well as
2 7 By virtue of a Decree-Law of September 1 , 1 939, application of the first
paragraph of Art. 4 of the Monetary Law of June 25, 1 928 requiring the
Bank to maintain a gold cover equal to at least 35 per cent of its demand
liabilities was suspended. Cover ratio data are no longer published.
2 8 Once a year the Bank submits a detailed report to the President of the
Republic on the outcome of the previous fiscal year.
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the collection of drafts of tax debtors to the order of Treasury
accounts, in accordance with the provisions of Article 138.
( 7 ) Making settlement by means of book transfers of orders approved
for payment under the terms fixed in Article 1 3 9.
( 8 ) Assaying gold coins held at its branches and sub-offices and trans
porting to the Mint at its own expense those which are to be replaced
in accordance with the provisions of Article 140. 29
SECTION II. PRIVILEGES TO BE EXTENDED TO THE PUBLIC
Art. 157. The privileges that are to be extended to the public shall
include the following :

( 1 ) The Bank's obligation t o accept, under the terms fixed i n Article 145,
the domiciling at its counters without charge of payments on credit
instruments of its account holders and to make transfers, also free of
charge, between accounts located in different localities.
( 2 ) The obligation, in accordance with the provisions of Article 147, to
cash without charge and for all its accounts crossed checks drawn on
banking places and checks drawn on banks belonging to a clearing
house or on their correspondents.
( 3 ) The obligation to reduce its safe custody fee by one fourth for
registered securities placed in its safe custody, in conformity with the
provisions of Article 1 5 1 .
( 4 ) [No longer relevant]
SECTION Ill. DUTIES PAID TO THE GOVERNMENT
Arts. 158-159. [Lapsed]
SECTION IV. SUPPLEMENTARY DUTIES PAID TO THE GOVERNMENT 30
Art. 160. [Lapsed]
SECTION V. RESTRICTIONS IMPOSED ON THE BANK IN THE DISPOSAL
AND DISTRIBUTION OF ITS PROFITS
Art. 161. When circumstances make it necessary to raise the discount
rate above five per cent, the resulting proceeds to the Bank shall be allocated
as follows : one fourth shall be added to the funds of the Bank and the
remainder shall accrue to the Government.
2 9 By virtue of a letter dated October 3 1 , 1896 from the Governor of the
Bank to the Minister of Finance regarding the changes to be made by the
Bank in its internal rules and regulations in connection with the renewal of
its privilege, the Bank undertook to carry out at its own expense transfers
between its branches and sub-offices and its Head Office of subsidiary coins
available at its counters that may be requested by the Minister to provide
cash for Treasury offices.
so See footnote 3 1 , below.
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Art. 162. When circumstances make it necessary to raise the interest rate
on advances above six per cent, the resulting profits of the Bank shall be
added to its funds.
SECTION VI. PAYMENT TO THE GOVERNMENT FOR NOTES OF AN
OLD SERIES WITHDRAWN FROM CIRCULATION
Art. 163. The Government alone shall be entitled to the proceeds
resulting from part of the notes of a series withdrawn from circulation not
being presented for reimbursement.
TITLE VII. TAXATION OF THE BANK 31
Art. 164. [Lapsed]
SECTION I. DEDUCTION OF DUTIES FROM TAXES
Art. 165. [Lapsed]
SECTION 11. STAMP TAX ON NOTES IN CIRCULATION
Art. 166. [Lapsed]
TITLE VIII. SPECIAL AND TRANSITIONAL PROVISIONS

The General Council and the Standing Committee
Arts. 167-168. [Lapsed]

Establishments of the Bank in Departmental Towns
Art. 169. [Lapsed]

Issuing Privilege and Notes of the Bank of France
Art. 170. In conformity with the provisions of Article 1 of the Monetary
Law of October 1, 1 936, application of the provisions of Article 102 [above]
relating to the convertibility of bank notes into gold is hereby suspended.
Art. 171. The terms of the convertibility into gold of notes of the Bank
of France shall be fixed by a decree of the Council of Ministers.s2
Art. 172. The new gold parity of the franc shall be fixed by a decree of
the Council of Ministers. The terms for the convertibility into gold of notes
of the Bank of France shall also be fixed by a decree of the Council of
Ministers. Until the first of the decrees mentioned above enters into force,
s 1 With effect from January 1, 1 946, the Bank of France pays taxes on
the terms set forth under generally applicable law (as provided by Arts. 46
and 47 of the Law of May 24, 1 95 1 ) .
s 2 This decree has not been issued.
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an Exchange Stabilization Fund shall have as its purpose the equalization of
rates between the franc and foreign currencies.s3
The Exchange Stabilization Fund shall be administered by the Bank of
France for the account of and under the responsibility of the Treasury. The
terms governing its operation shall be decreed by the Governor of the Bank
of France on the basis of general directives issued by the Minister of
Finance.3"t
The Bank of France shall be empowered to buy from, and sell to, the
Exchange Stabilization Fund gold and foreign currency.
Art. 173. The import and export of gold in bars and bullion and of gold
coins without authorization by the Bank of France shall be prohibited.
Violations of this prohibition shall be punishable by penalties provided for
in the Customs Code.
When the decree fixing the new gold parity of the franc has entered into
force, the provisions of this Article may be repealed by decree.35

Gold Transactions
Art. 17 4. In conformity with the provisions of Article 1 of the Monetary
Law of October 1, 1 936, application of the provisions of Article 1 10
relating to the Bank's obligation to purchase gold over the counter is hereby
suspended.

Discounting
Arts. 175-1 76. [No longer relevant]

Provisional Advances to the Government
Art. 177. Without prejudice to the permanent advances referred to in
Article 135, the Bank of France shall grant to the Government non-interest
bearing provisional advances to a maximum amount of five billion francs.3 G
Arts. 173-179. [No longer relevant]

33 These decrees have not been issued.
3 > The Exchange Stabilization Fund's cash holdings in francs are kept on
current account with the Bank of France; its requirements in francs are met
by means of non-interest-bearing advances granted by the Bank of France
( Agreement of June 27, 1 949 approved by the Law of July 22, 1 949; see
below, p. 244-245 ) .
3 5 See Art. 172, above.
s G These are shown in the balance sheet under the item "Advances to the
Government"; see Art. 1 89, below.
As reimbursement for expenses incurred in connection with advances by
the Bank to the Government, the Treasury undertakes to pay to the Bank an
amount equivalent to a certain percentage of the non-profit-yielding note
circulation. As of November 1965 this commission was 0. 1 25 per cent per
annum.
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Art. 180. In return for advances granted pursuant to the proviSions
contained in Article 1 77 above, the Bank of France shall receive non-interest
bearing Treasury bills with a maturity of three months renewable until the
said advances are repaid. ar

Bills of the Autonomous Amortization Office Held by the Bank
Arts. 181-188. [Lapsed]

Weekly Statements and Balance Sheet
Art. 189. The balance sheet of the institute of issue shall contain separate
lines for the following :

( 1 ) Loans to the Government;
(2) Advances to the Government;
( 3 ) Agricultural credit instruments and warrants guaranteed by the
Wheat Office and discounted by the Bank, as provided for in Article
120;
( 4 ) [No longer relevant]
Duties Paid to the Government
Arts. 190-191. [Lapsed]

Stamp Tax on Notes of the Bank of France
Art. 192. [Lapsed]
s r Art. 4 of the Agreement of October 29, 1 95 9 (approved by the Law of
December 28, 1959) provides that non-interest-bearing renewable Treasury
bills with a maturity of three months may be issued in representation of
loans and advances to the Government. For the text of this Agreement, see
below, p. 2 1 0.

The Law of December 2, 1945 1
TITLE I. NATIONALIZATION OF THE BANK OF FRANCE
Art. I. As from January 1, 1 946, the Bank of France shall be nationalized.
It shall continue to exercise the exclusive privilege of issuing bank notes
in the entire territory of metropolitan France.
The shares of the Bank shall be transferred to the State, which shall hold
them in ownership. The Councillors [conseillers] and Auditors [censeurs]
1 Loi du 2 decembre 1 945 relative a la nationalisation de la Banque de
France et des grandes banques et a !'organisation du credit (Law of
December 2, 1945 Regarding the Nationalization of the Bank of France and
the Large Banks and Regarding the Organization of Credit) . As amended
through February 1, 1966. The value figures given here are in terms of the
monetary unit established on January 1 , 1 960 (see below, p. 236 ) .
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appointed by the shareholders shall cease to exercise their functions as of
December 3 1 , 1 945.
Art. 2. The shareholders shall receive registered negotiable bonds
delivered by the Bank, the redemption value of which shall be equal to the
liquidation value of the share as determined by a commission composed
of the president of the financial section of the Council of State, as chairman,
a counsel at the Court of Accounts, and a representative of the shareholders
appointed by the Minister of Finance. The redemption value, however,
shaH not exceed the average quoted price during the period September 1 ,
1 944 t o August 3 1 , 1 945; also, i t shall not exceed the buying price for shares
traded on the stock exchange between September 1, 1945 and the date on
which the redemption value shall have been fixed.
The specifications of the bonds and the conditions under which they are
to be amortized in not more than fifty years shall be fixed by a decree of
the Minister of Finance. However, the rate of interest allowed may not
exceed three per cent.
Payment of interest shall be assured by the Bank under the guarantee of
the Treasury. Amortization shall be at the charge of the Treasury.
The same status, subject to the same conditions, shall be conferred on
bonds delivered in exchange for shares which had been classified as real
property.
In all cases in which legislative or regulatory provisions authorize the
investment or reinvestment of funds in shares of the Bank of France, such
investment or reinvestment may be effected in bonds issued under the present
Article.
Art. 3.2 The Bank shall continue to be governed by the principles of
commercial law insofar as these principles do not conflict with the laws and
statutes 3 governing the Bank.
TITLE II. CREDIT INSTITUTIONS
Art. 4. There shaH be three categories of banks : deposit banks, business
banks [ banques d'affaires] and long- and medium-term credit banks.
Enterprises requesting to be entered on the list of banks shall indicate the
category in which they expect to be placed. The decision by which the
2 Under the first paragraph of Art. 3 of the Law (not reproduced here)
the following matters were to be regulated by law before February 28, 1946 :
( 1 ) the composition of the General Council; ( 2 ) the statutes of the Bank
of France, that is, the Codified Statutes as originally incorporated into the
1936 Law (see above, p. 175 , footnote 1 ) ; and ( 3 ) the regime of taxes and
royalties applicable to the Bank. On the provisions governing the composi
tion of the General Council, see Art. 46 of the Codified Statutes, 1936, as
amended (p. 179, above ) . The Bank of France pays taxes on the terms set
forth under generally applicable law, as provided by Arts. 46 and 47 of the
Law of May 24, 1 95 1 . Up to February 1, 1966 no parliamentary action to
amend and consolidate the 1936 Codified Statutes had been taken.
3 On the meaning of "statutes" in this context, see footnote 2, above.
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National Credit Council registers a bank shall explicitly state the classifi
cation assigned to that establishment. 4
The National Credit Council shall decide on all requests for changes in
classification.
The National Credit Council may, in connection with a new registration
or a change in classification, grant to the enterprise requesting it the
necessary time to conform to regulations applying to the relevant category.
Art. 5. Deposit banks are banks whose principal activity consists in
carrying out credit transactions and receiving from the public demand or
time deposits.
They may not own participations in enterprises other than banks, financial
institutions, or companies necessary for carrying on their business and that
are responsible for the management either of real property or research and
technical services connected with the banking profession in amounts
exceeding ten per cent of the capital.
Furthermore, the total amount of such participations, including firm
subscriptions to issues of stocks and shares, may not exceed seventy-five
per cent of their own resources.
Deposit banks shall be prohibited from exceeding the limits referred to
in the previous two paragraphs, and also from any use of their demand
deposits and their term deposits of less than two years for acquiring an
interest or investing in real estate, unless a specific and temporary waiving
of this regulation is granted by the Banking Control Commission.
Deposit banks whose main business is to deal in the money and exchange
markets may receive deposits from the public only up to a proportion of
their capital and reserves fixed by the National Credit Council.
Business banks are banks whose principal activity, in addition to granting
credits, consists in acquiring and managing participations in businesses
already in existence or in process of being formed.
They may not invest in such businesses funds received as demand deposits
or term deposits of less than two years.
Long- and medium-term credit banks are banks whose principal activity
consists in granting credit for a period of at least two years. They may not
accept deposits, except by authorization of the Banking Control Commission,
for a term of less than two years.
They shall be subject to the same restrictions as deposit banks with
respect to their participations, unless they are granted a waiver by the
Banking Control Commission.
The provisions of this Article shall not be applicable to State-controlled
credit institutions whose activities are carried on in conformity with
regulations laid down by law. However, government regulations [reglements
d'administration publique] may make them subject to all or part of these
provisions.
4

On the National Credit Council, see below, Arts. 12-14.
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Art. 6. The Credit Lyonnais, the Societe General� pour Favoriser le
Developpement du Commerce et de l'Industrie en France, the Comptoir
National d'Escompte de Paris, and the Banque Nationale pour le Commerce
et l'Industrie shall be nationalized, subject to the conditions set forth in
Articles 7-1 0 below.
TITLE Ill. NATIONALIZATION OF THE LARGE DEPOSIT BANKS
Art. 7. As from January 1, 1946, the full ownership of the banks named
in Article 6 of the present Law, with all their assets, shall be transferred to
the State, which shall indemnify the shareholders in the manner provided
in Article 8 below.
On the same date, the powers of the boards of directors [conseils
d'administration] shall end and new directors appointed in accordance with
Article 9 of the present Law shall begin to exercise their functions.
For the period between the date of the promulgation of the present Law
and January 1, 1 946, the Minister of Finance shall appoint for each of the
nationalized banks a Government Commissioner who shall attend all the
meetings of the board of directors and of the committees appointed from its
membership, as well as any general meetings of the shareholders. He shall
have the right of absolute veto over all decisions of the board of directors
or of the committees appointed from its membership.
Art. 8. The shares of the nationalized institutions shall be transferred to
the State as of January 1 , 1 946.5
Art. 9. As from January 1 , 1946, the nationalized banks shall be managed
by boards of directors composed as follows:
(a) Four directors shall be appointed by the Minister of Finance upon
the advice of the Ministers in charge of the Department of Trade and
Industry and the Department of Agriculture, from among persons actively
engaged in industry, commerce or agriculture, upon nomination by the most
representative professional organizations.
( b ) Four directors shall be appointed by the most representative of the
big labor unions, under conditions determined by an order of the Ministers
of Finance and Labor. Two of these shall be staff members or employees of
the nationalized bank.
(c) Two directors shall be appointed by the Minister of Finance to
represent the Bank of France or the public or semi-public credit institutions,
and two others shall be chosen by him from among persons having extensive
banking experience.
The Minister of Finance shall give his approval to the choice of the
chairman elected by the board of directors and of the general manager, if
there is one.

5 For special provisions governing the issue of registered dividend-bearing
scrip [parts beneficiaires nominatives] to former shareholders of the national
ized institutions, see Art. 8 of the 1945 Law as amended by the Law of
May 17, 1946, in Dalloz, Code de commerce (Paris, 1964 ) , p. 706.
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No member of Parliament shall be a director of a nationalized bank. The
same restriction shall apply to government officials in active service, except
as regards the directors in category ( c ) above. No one shall be a director in
more than one nationalized bank. A person who has served as a member of
the Government may not be named director if he has performed government
functions in the last five years.
The directors shall assume the responsibilities and the obligations set forth
in the laws in force concerning joint-stock companies. They shall receive
remuneration in accordance with the statutes of the companies of which
they are directors.
Art. 10. The nationalized institutions shall continue to operate under
commercial law and shall be subject to the taxes applicable to the banking
business in particular and to joint-stock companies in general.
Auditors [commissaires aux comptes] other than those named by the
employees' committee [comite d'entreprise] shall be appointed by the
Minister of Finance.
Subject to the foregoing provisions, the powers of the general meetings of
shareholders in respect of reports by the boards of directors and the auditors
shall be exercised by the Banking Control Commission.

TITLE IV. CONTROL OF BUSINESS BANKS
Art. l l . A Government Commissioner shall be appointed by the Minister
of Finance, having heard the advice of the National Credit Council, for
each business bank which is organized in the form of a joint-stock company
the total of whose balance sheet and memoranda liabilities [engagements
hors bilan] exceeds twenty million francs. A Government Commissioner may
be named in the same manner for banks or financial institutions over which
these business banks have or acquire control.
The Commissioner shall be assisted by a Control Committee composed of :

A representative of the most representative of the commercial and
industrial organizations;
A representative of the most representative of the big labor unions;
A representative of public or semi-public financial institutions, appointed
jointly, on the proposal of the aforementioned organizations, by the
Minister of Finance and the Minister of Labor.
The Government Commissioner shall attend all meetings of the board of
directors and of committees constituted within the board, as well as all
general meetings of shareholders. He shall have access to all records of
the bank. He may exercise his veto over any decision contrary to the
national interest which is taken by the board of directors, by one of its com
mittees, or by the general meeting. He may present to the board of directors
any measures which seem to him to be in the general interest and, in
particular, those which conform to the wishes or decisions of the National
Credit Council.
The bank may, within eight days, appeal a decision of the Government
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Commissioner to the National Credit Council, which is required to render its
opinion within ten days.
No bank may invoke the presence of the Government Commissioner to
escape civil or penal liabilities which it may have incurred.
No law suit may be brought against the Government Commissioner by
third persons unless fault can personally be imputed to him, in which case
the matter shall be referred to the competent administrative authority.
On the recommendation of the National Credit Council, the Commis
sioner appointed by the Minister of Finance may be given full powers.
TITLE V. MANAGEMENT OF CREDIT
Art. 12. There shall be created a National Credit Council under the
presidency of the Minister of Finance, who may delegate his powers to the
Governor of the Bank of France, the ex officio vice-president.
In addition to the president and the vice-president, the National Credit
Council shall be composed of forty-two members, namely :

Eleven appointed by the Minister of Finance : of these, two on the
proposal of the General Confederation of Agriculture; one on the pro
posal of the agricultural cooperatives; one on the proposal of the
Association of Consumer Cooperatives; one on the proposal of the Asso
ciation of Producer Cooperatives; one on the proposal of the National
Council of French Employers; one on the proposal of the Assembly
of Presidents of the Craft Guilds [chambres de metiers] ; two--one of
whom shall represent industry-on the proposal of the Assembly of
Presidents of Chambers of Commerce and Industry; one on the proposal
of the Union of Chambers of Maritime Commerce and Industry and
French Ports; and one on the proposal of the General Conference of the
Savings Banks of France.
Eight on the proposal of the big labor unions : of these, four appointed by
the Minister of Finance to represent the general interests of these
organizations; and four appointed by the Minister of Labor to represent
the officers and employees of banks.
Eight representatives of public administrations : of these, one repre
sentative of the Minister of Finance; one representative of the Minister
of Industry; one representative of the Minister of Public Works and
Transportation; one representative of the Minister of Agriculture; one
representative of the Minister of Construction; one representative of the
Minister for Overseas Departments and Territories; the Commissioner
General of Equipment and Productivity Planning or his representative;
and the Director of the Finance Department of the Ministry of Posts
and Telecommunications.
Eight members appointed by the Minister of Finance on the basis of
their competence in finance and banking : of these, three representatives
of the nationalized banks; two representatives of the non-nationalized
banks on the proposal of the Bankers Association; one representative
of financial institutions on the proposal of the Professional Association
of Financial Enterprises; one representative of institutions for financing
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foreign trade; and the President [Syndic] of the Paris Stockbrokers'
Association.
Seven members who hold or have held executive positions in public or
semi-public credit institutions, namely, the General Manager of the
Deposit and Consignment Office; the Governor of the Mortgage Loan
Bank of France; the President-General Manager of the National Credit
Bank; the General Manager of the National Agricultural Credit Bank;
the General Manager of the Central Office for Economic Cooperation;
the President of the Credit Populaire de France; and one person
chosen by the Minister of Finance.
The National Credit Council shall set up five committees, namely, the
Deposit Committee, the Short-Term Credit Committee, the Medium- and
Long-Term Credit Committee, the Foreign Trade Committee, and the Banks
and Financial Institutions Committee.
The Head of the Treasury Department shall attend all meetings of the
National Credit Council and of its committees.
For deliberations on matters concerning the Overseas Departments or the
Overseas Territories, respectively, the competent Minister may designate
separate representatives, each entitled to speak and vote only on matters
falling within his area of competence.
For scrutiny of matters affecting the Principality of Monaco, there shall
sit on the National Credit Council and its committees, with the right to speak
and vote, a member or his alternate appointed by the Government of
Monaco.
Art. 13. The National Credit Council shall recommend to the Minister of
Finance all measures designed to encourage bank or savings bank deposits,
to discourage the hoarding of currency, to promote the use of deposit money
[monnaie scripturale] and to mobilize liquid funds in the general interest.
It shall participate in the working out of all plans aimed at a concentration
of banking and a reduction in the general expenses of the banking business,
through improved organization and methods. It shall propose a scale of
service charges for private and for nationalized banks.
It shall propose to the Minister of Finance the allotment of available
funds to be reserved for the needs of the Treasury, and for the capital
issues intended for metropolitan France, the Overseas Territories, and
foreign countries.
It shall propose measures designed to guarantee deposits and safeguard
investments.
It shall be consulted on all questions affecting the State's direct or indirect
financial assistance, such as participations, subsidies, tax privileges, guaran
tees of successful outcome, and letters of approval.
It shall study the means and techniques to be used in the State's financial
transactions, with due regard to the nature of the projected transactions.
It shall be consulted by the Minister of Finance regarding general credit
policy, with a view especially to the financing of reconstruction and of the
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plan for the modernization of the national economy and of import and
export plans.
For this purpose it shall receive from the Minister of Finance, and from
the bodies entrusted with the preparation of the plan for the modernization
of the national economy, all information necessary to enable it to draw up
suitable investment plans as well as to establish priorities to be given to
long-term issues and investments raised by public subscriptions. It shall con
trol the activities of statistical and information services in the field of credit.
It shall give advice on all directives concerning the distribution of credit
and on all questions submitted to it by the Minister of Finance.
It may propose to the Minister of Finance the establishment of regional
credit councils, the composition and powers of which shall be determined
by decree.
It shall study the nationalization of the banks which, by virtue of the
expansion of their deposits or of their business or by the extension of their
network of branches to cover the entire territory, have assumed the same
characteristics as the banks nationalized by the present Law. It shall invite
the Government to submit to Parliament a plan to nationalize banking
institutions other than those named in Article 6 of the present Law.
It shall exercise, through the intermediacy of the Bank of France, all
powers formerly entrusted to the Permanent Committee on Banking
Organization, which shall be dissolved on the date of the promulgation of
the present Law.s
The National Credit Council shall obtain from all the ministerial depart
ments, from the Banking Control Commission and from the Bank of
France all documents necessary for the performance of its functions.
It shall be required to meet once a month at the call of its president or
vice-president. It shall submit to the Minister of Finance, in the course of
the first quarter of each year, a report on the credit situation and all
problems relating thereto.
Art. 14. A decree of the Minister of Finance shall be issued within three
months, on the proposal of the National Credit Council, setting forth the
basic rules governing the operation of the nationalized banks. 1
A second decree issued in the same manner shall set forth the basic rules
governing the operation of banking institutions in the private sector.7
The above two decrees shall provide, in particular:

Rules for setting up and publishing balance sheets of credit institutions;
Rules applicable to banking operations;
Rules governing the composition of banking portfolios;
Obligations of credit institutions in connection with the issue and con
version of public securities;
Incompatibilities that may result from the carrying on of the banking
profession in regard both to the members of the required management
organs and the personnel of the credit institutions.7
6

See also footnote 1 to the Law of June 13, 1941, below.
7 For the text of the relevant decrees, see below, pp. 227-235.

©International Monetary Fund. Not for Redistribution

LAW OF DECEMBER 2, 1945

207

Art. 15. The composition of the Banking Control Commission shall be
as follows :
The Governor of the Bank of France, president; the president of the
Financial Section of the Council of State; the Head of the Treasury Depart
ment in the Ministry of Finance; or their alternates appointed by an order
of the Minister of Finance.
One representative of the banks or his alternate, appointed by an order of
the Minister of Finance on the nomination of the Bankers Association.
One representative of the staffs of the banks or his alternate, appointed by
an order of the Minister of Finance on the nomination of the most repre
sentative labor unions.
For deliberations on matters concerning financial institutions, an addi
tional member shall sit on the Banking Control Commission to represent
these institutions; he or his alternate shall be appointed by the Minister of
Finance on the nomination of the Professional Association of Financial
Institutions.
For deliberations on matters affecting the Principality of Monaco, there
shall sit on the Banking Control Commission, with the right to speak and
vote, a member or his alternate appointed by the Government of Monaco.
Sanctions imposed by the Control Commission shall be valid only if the
parties concerned or their representatives were invited to appear and if at
least four members of the Commission or their alternates were present.
When called to appear before the Control Commission, the parties con
cerned shall have the right to be represented or assisted by a counsel from
the Council of State or the Court of Appeal or by a counsel duly registered
at the Bar or by a member either of the Bankers Association or of the
professional association to which the parties concerned belong or by the
head of a parent organization of these associations.
Other rules of procedure are set forth in the Order of the Minister of
Finance of June 5, 1950.
The Banking Control Commission shall exercise all powers of investiga
tion, supervision and discipline set forth in the Laws of June 13 and 14,
194 1 .8 Its powers shall extend to financial institutions.
It may appoint a liquidator for all enterprises and institutions which have
been struck from the list of banks or which cease to be registered, or which,
without having been inscribed on the list of banks or registered, have been
notified of a decision requiring them to terminate their operations within
a given time.
Whenever, for any reason, the direction or the management of a bank or
of a financial institution can no longer be carried out by the persons duly
authorized to do so, the Commission or, subject to its approval, its president
may appoint for the bank or financial institution concerned a temporary
administrator to whom shall be transferred all powers necessary for its
direction or management.
The Banking Control Commission shall assume with respect to national
ized banks the functions referred to in the last paragraph of Article 10 of
s

See below, pp. 2 1 1-227.
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the present Law. For this purpose it shall be joined by three members of
the National Credit Council elected by the Council, and the representative
of the banks shall be replaced by the president of the section responsible
for credit matters in the Audit Commission for public and nationalized
enterprises set up under Article 56 of Law No. 48-24 of January 6, 1 948.
The Banking Control Commission shall furthermore, with respect to the
Bank of France and the nationalized deposit banks, be entrusted with the
powers vested in the section responsible for credit matters in the Audit
Commission set up under Article 56 of Law No. 48-24 of January 6, 1948.
For this purpose the Control Commission shall be composed in the manner
provided for in the preceding paragraph. However, for the examination of
the accounts of the institutes of issue, the Governor of the Bank of France
shall not take part in the Commission's deliberations, which shall be
presided over by the president of the Financial Section of the Council of
State or, if he is unable to attend, by the president of the section of the
Audit Commission that is responsible for credit matters.
The B anking Control Commission shall prepare every year, for each bank
and the institutes of issue, a report in which it shall set down its observations
and proposals regarding the activities, results, methods of management,
structure and organization of the enterprise audited.
These reports shall be sent simultaneously to the Minister of Finance and
the Audit Commission for public and nationalized enterprises within six
months after the end of the fiscal year. Attached to the report shall be the
accounts and balance sheet, the report of the general council or the board
of directors and the reports of the auditors and censors.
The Audit Commission for public and nationalized enterprises shall dis
cuss in plenary session the observations and proposals of the Banking
Control Commission. It shall present in its annual general report, prepared
in accordance with the provisions of Article 58 of Law No. 48-24 of Janu
ary 6, 1 948, its conclusions on the suggestions for improvement and reform.
It may request the Banking Control Commission to make a special exami
nation of such matters as it shall specify.
All decisions of the Banking Control Commission shall be reported to the
National Credit Council.
TITLE

VI.

MISCELLANEOUS PROVISIONS

Art. 16. The Government shall be authorized within a period of six
months, by a decree in the form of a public administrative regulation
adopted on the proposal of the Minister of Finance and the Minister of
National Economy upon the advice of the National Credit Council, to take
all measures necessary to organize the distribution of long-term credits
required for the modernization of the nation's equipment in industry,
commerce, agriculture and the crafts. To this end it may in particular either
promote the creation of new institutions, medium- or long-term, or provide
for the amendment of the statutes or the reorganization of existing institu
tions, particularly of the National Credit Bank, the Caisse Nationale des
Marches de l'Etat and the National Agricultural Credit Bank.
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Art. 17. The Government shall be authorized within a period of six
months, by a decree in the form of a public administrative regulation
adopted on the proposal of the Minister of Finance and the Minister of
National Economy upon the advice of the National Credit Council, to take
any measures designed to improve the conditions of credit and of credit
insurance necessary to develop the foreign trade of France. For this
purpose it may in particular provide for the creation of new special agencies
for export or import credits, and propose to Parliament the amendment of
the statutes or the reorganization of existing agencies, with particular
reference to the Banque Nationale Fran'>aise du Commerce Exterieur and to
all administrative or government-subsidized bodies concerned with export
and import credit insurance.
Art. 18. Notwithstanding the prov!Slons in Articles 7 and 8 above, the
shareholders of the nationalized deposit banks shall hold a general meeting
in the course of the year 1 946, on convocation of the board of directors in
office until December 3 1 , 1 945, with the sole purpose of receiving the
reports of the board and the commissioners, of approving the accounts for
1 945, of fixing the dividend for that year without, however, being able to
distribute any reserve, and of discharging from further liability the
management whose powers terminate on December 3 1 , 1 945.
Art. 19. No change shall be made in the status of the employees of
the nationalized banks, including the Bank of France, as to the manner
of recruitment and of dismissal and to remuneration.
In case of dismissal owing to changes resulting from the application of
the present Law, the personnel, in addition to their claim to retirement
pension, may receive compensation for discharge.
Before March 3 1, 1 946, the manner of reclassifying the personnel so
released shall be prescribed by a public administrative regulation.
All persons who participate in any way in the direction, management or
supervision of the nationalized banks, or in the supervision of non-national
ized banks, shall be held to professional secrecy.
Art. 20. All acts and conventions adopted in connection with the imple
mentation of the present Law shall be exempt from stamp and registration
taxes.
Art. 21. All measures incompatible with the present Law are hereby
repealed.
Art. 22. Decrees in the form of public administrative regulations adopted
on the proposal of the Minister of Finance shall set forth specific rules on
the application of this Law.
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Agreement of October 29, 1959 1
CoNSIDERING Article 1 of the Agreement of December 26, 1 958, approved
by Ordinance No. 58- 1374 of December 30, 1958,
The following has been agreed :
Art. I. On December 3 1, 1 959 the entries for loans to the Government
and those for advances to the Government shall be shown on two separate
lines in the balance sheet of the Bank of France.
Art. 2. Up to a maximum of six hundred and fifty billion [old] francs,2
the following three items shall be entered under the heading "Loans to the
Government":
Non-interest-bearing loans to the Government;
Special temporary advances to the Government on August 25, 1 940 and
July 20, 1 944;
Temporary advances to the Government.
The provisions of Article 8 of the Agreement of November 1 2, 1 938 shall
be applicable to "Loans to the Government."
Art. 3. Up to a maximum of five hundred billion [old] francs,s the
following two items shall be entered under the heading "Advances to the
Government":
Special advances to the Government;
Fixed-term advances to the Government.
The provisions of Article 2 of the Agreement of June 26, 1957, as
amended by Article 3 of the Agreement of January 9, 1 958, shall be
applicable to "Advances to the Government."
Art. 4. Loans and advances made in conformity with Articles 2 and 3 of
this Agreement shall be represented by the delivery of non-interest-bearing
Treasury bills that are renewable and have a maturity of three months.
Art. 5. This Agreement shall be exempt from stamp taxes and the
formality of registration.

M. Antoine Pinay, Ministre des
1 Convention entre les soussignes :
Finances, d'une part, et M. Wilfrid Baumgartner, Gouverneur de la Banque
de France, dument autorise par deliberation du Conseil General en date du
29 octobre 1959, d'autre part (Agreement between the undersigned : Mr.
Antoine Pinay, Minister of Finance, on the one hand, and Mr. Wilfrid
Baumgartner, Governor of the Bank of France, duly authorized by a
decision of the General Council dated October 29, 1959, on the other ) .
The Agreement was approved b y a Law of December 28, 1959.
2 Equivalent to F 6,500 million in terms of the monetary unit established
on January 1, 1 960. By virtue of the Agreement of May 3, 1962 between
the Minister of Finance and the Governor of the Bank of France (approved
by a Law of June 7, 1962 ) , this maximum amount was lowered to
F 5,450 million.
3 Equivalent to F 5,000 million in terms of the monetary unit established
on January 1 , 1 960.
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The Constitution 1
ARTICLE 34
All laws shall be approved by Parliament.
Laws shall establish the rules governing:
-the basis, the rate and the methods of collecting taxes of all types; the
issue of currency.
Laws shall likewise determine the rules governing:
-the nationalization of enterprises and the transfer of the property of
enterprises from the public to the private sector.
Laws pertaining to national planning shall determine the objectives of the
economic and social action of the State.

1 La Constitution. Adopted by the referendum of September 28, 1 958 and
promulgated on October 4, 1958.

The Law of June 13, 1941 1
TITLE I. REGULATION OF BANKING PROFESSION
DEFINITION OF BANKS; PROHIBITIONS
Art. I. Enterprises or institutions whose customary business is to accept
from the public, in the form of deposits or otherwise, funds which they use
for their own account in discount, credit or financial transactions shall be
regarded as banks. 2
1 Loi du 1 3 juin 1941 relative a la reglementation et a !'organisation de la
profession bancaire (Law of June 1 3 , 1 94 1 on the Regulation and Organiza
tion of the Banking Profession) . As amended through February 1, 1966.
For the sake of clarity, provisions which have ceased to be applicable
because of their transitional nature or as the result of reforms in banking
legislation-have been omitted, even though they have not been explicitly
repealed. Likewise, the term National Credit Council has been substituted
for Permanent Committee on the Professional Organization of Banks and
Financial Enterprises and Establishments, since the powers granted to the
latter by the Law of June 1 3 , 1941 were transferred to the former by the
Law of December 2, 1945 (Art. 1 3 : see above, p. 206 ) . The value figures
given here are in terms of the monetary unit established on January 1, 1 960
( see below, p. 236 ) .
2 Art. 5 of the Law of December 2 , 1945 divides banks into three cate
gories, for which it sets forth basic rules (see above, p. 201 ) .
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Private banks doing business in France are subject to the provisions of the
present Decree.
Subject to the necessary adjustments, the present Decree may be extended,
by order of the Minister of Finance, to government institutions and govern
ment departments that carry on transactions referred to in the first paragraph
of the present Article and to banks having a special legal status.
Art. 2. Funds which an enterprise or a person receives in any form from
a third party or on behalf of a third party, and which are subject to with
drawal, shall be regarded as funds received from the public within the
meaning of Article 1 of the present Decree, except for the following :

(a) Funds received for the purpose of constituting or enlarging the
capital of the enterprise, regardless of the legal form of the enter
prise;
( b ) Funds received or left on account which, in a limited liability company
[societe a responsabilite Umitee], derive from the associates, or, in a
partnership [societe de personnes] , derive either from the unlimited or
from the limited liability partners;
(c) Funds which the person or enterprise obtains against the collateral of
credit instruments or in the form of discounts or advances from
persons or enterprises exercising the profession of banker or a related
profession;
(d) Deposits from the staff, provided that they do not exceed ten per cent
of the capital.
Funds deriving from the issue of debentures or bonds shall always be
regarded as coming from the public.
Art. 3. Enterprises other than banks shall be prohibited from accepting
from the public demand deposits or deposits of less than two years.
Deposits which an enterprise receives from its salaried staff, unless the
amount of such deposits is below ten per cent of the enterprise's proven
capital, shall be regarded as the equivalent of deposits received from the
public for the purposes of the preceding paragraph.
Art. 4. All funds, irrespective of their designation and irrespective of
whether or not interest is stipulated, which an enterprise or person receives
shall be considered as funds received in the form of deposits, provided that
the funds are received from any outside party, on the solicitation or the
request of the depositor, and subject to the obligation of the depository to
service the depositor's account and especially to pay, up to the funds on
deposit, all payment orders given by the depositor by check, transfer or in
any other manner, in the depositor's favor or in favor of an outside party,
and subject to the further obligation of the depository to receive and add to
the deposit all amounts that the aforementioned depository enterprise or
person will be called upon to collect for the depositor, either with the agree
ment of the latter or according to usage.
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Art. 5 . The following shall be regarded as equivalent to funds received
on deposit:

(a) Funds deposited in a current account, even when the balance on the
account may become a debit balance;
( b ) Funds at fixed term or for which prior notice is required for with
drawal; however, with respect to enterprises and persons other than
those referred to in Articles 1 and 27 ( 2 ) of the present Decree, funds
at a fixed term of two years or more shall not be considered to be
the equivalent of deposits pursuant to Article 3 of this Decree;
(c) Funds which the depositor has earmarked, unless formal provision
has been made by agreement or through special legislation to the
effect that the depository shall not have the right to dispose of the
funds for its own benefit pending completion of the earmarking;
( d) Funds against the receipt of which the depository delivers a note
or fixed-deposit certificate, whether or not it is accompanied by a
document representing interest.
Art. 6. Companies engaged in banking business may be organized only
as a general partnership [societe en nom collectif], as a partially limited
liability company [societe en commandite simple], as a company partially
limited by shares [societe en commandite par actions] or as a joint-stock
company with fixed capital [societe anonyme a capital fixe] .3
Art. 7. No one may habitually engage in banking operations, or in any
capacity head, serve on the board of, or manage a company or a branch of a
company that engages in banking operations, or by virtue of an authorization
sign for a bank documents connected with banking operations :
( 1 ) If he comes within the scope of Articles 1 and 2 of the Law of
June 19, 1 930 prohibiting the exercise of the banking profession to indi
viduals convicted of certain offences and to undischarged bankrupts;
( 2 ) If he is not a French national or if he is subject to disqualification
under Article 8 1 ( 3 ) of the French Nationality Code; however, individual
exemptions may be granted by the Minister of Finance;
s Under general principles of law on partnerships, each partner in a
general partnership is liable to the full extent of his entire property, that
is, without limitation as to amount. The distinguishing feature of this type
of partnership under French law is that the name of each partner must
appear in any part of the articles of association which is to be published; see,
for example, Georges Ripert, Traite etementaire de droit commercial, 5th ed.
by Rene Roblot (Paris, 1 963 ) , par. 804 and also par. 806.
A societe en commandite simple has two kinds of participants : ( 1) com
mandites, who are merchants liable without limitation as to amount, and
( 2 ) commanditaires, who are liable up to the amount of their participation
-which does not, however, take the form of shares (actions) .
A societe en commandite par actions has the two kinds of participants
described above, but with the difference that the liability of the commandi
taires is limited by shares in the technical sense ( actions) .
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( 3 ) If he has been convicted under Articles 2 and 3 of the Decree of
August 8, 1935 making bankruptcy legislation applicable to managers and
board members of companies.
MINIMUM CAPITAL OF BANKS
Art. 8. Every bank shall supply evidence in its balance sheet of a
capital equal at the least to an amount fixed by order of the Minister of
Finance.
The minimum capital may be fixed at varying amounts depending on
whether a bank is organized as a joint-stock company or in some other form;
whether a bank is classified as a deposit bank, business bank, or long- and
medium-term credit bank; and whether the number of its permanent business
locations is more or less than two.
The capital shall be fully paid up within a period fixed by the Banking
Control Commission. The Banking Control Commission shall have the
right to require all banks to submit evidence that their net assets exceed
their liabilities toward third parties by an amount equal to their minimum
capital.
REGISTER OF BANKS; RIGHT TO BE DESIGNATED A BANK
Art. 9. The National Credit Council shall maintain and keep up to date
a register of the banks which carry on their activities in France in accordance
with this Decree. Every bank shall be given a registration number.
The original register as well as any changes in it shall be communicated
to the Banking Control Commission, defined in Article 48 of the present
Decree and hereinafter frequently referred to as the Control Commission,
as well as to the Bankers Association, defined in Article 24.
The register and all changes in it shall be published in the Journal Officiel.
Art. 10. Requests to be entered on the register shall be made through
the Bankers Association, which shall give its opinion on the request. The
National Credit Council shall enter the applicant firm on the register if the
firm meets the conditions set forth in Articles 1, 6, 7 and 8 above and if the
Council considers that the requested authorization is justified by general and
local economic needs.
Art. 1 1 . A bank shall be struck from the register by the National Credit
Council :
( 1 ) At the order of the Control Commission under the terms set forth
in Title Ill of the present Decree;
(2) At the decision of the National Credit Council when it considers
that the bank no longer meets general or local economic needs, after con
sultation with the Bankers Association and subject to the provisions of
Article 34 below;
( 3 ) At the request of the interested party.
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Art. 12. No enterprise, unless i t has previously been entered on the
register of banks, may engage in banking activity as defined in Article 1 ;
use the word "bank," "banker," or "credit institution" in its name, its business
designation or its public announcements; or otherwise use these words in
connection with its activity.
Art. 13. Banks entered on the register provided for in Article 9 above
shall show the registration number assigned to them under the same condi
tions, in the same documents and subject to the same penalties as are
applicable with respect to inclusion in the commerce register.
Art. 14. Banks that are struck from the register pursuant to Article 1 1
above shall cease all banking operations within a grace period not to exceed
six months, to be granted to them by the National Credit Council and to
begin on the date specified in Article 38 of the present Decree. During this
grace period they shall be authorized to use the words "bank," "banker" or
"credit institution."
REGULATIONS PERTAINING TO FOREIGN BANKS IN FRANCE
Art. 15. The provisions of the present Decree shall be applicable to
foreign banking establishments in France.
Banks that are controlled, directly or indirectly, by foreign natural or
juristic persons shall be regarded as foreign banks, irrespective of the loca
tion of their head offices.
Foreign banks may carry on their activities in France provided that they
are entered in a special register drawn up by the National Credit Council
and published in the Journal Officiel.
The provisions of Articles 9 through 14 of the present Decree shall be
applicable to this register.
ANNUAL BALANCE SHEET AND PERIODIC RETURNS; STANDARD FORMS
Art. 16. All banks shall end their financial year on December 3 1 . On that
date they shall draw up their annual accounts, consisting of a balance sheet
and a profit and loss account, in accordance with the standard forms pre
pared by the Control Commission. The balance sheets must be certified as
conforming with accounting entries by a commissioner selected from the list
of commissioners authorized by the Court of Appeals.
In addition, at regular intervals during the year, banks must draw up
statements of their assets and liabilities as at dates specified by the Control
Commission in accordance with standard forms drawn up by the Commis
sion. The Control Commission shall designate banks which, because of the
importance of their operations, must submit monthly statements; all other
banks shall draw up quarterly statements.
The balance sheet and periodic statements shall be sent to the Control
Commission within a period specified by the Commission.
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Banks organized in the form of joint-stock companies shall hold their
shareholders' meetings before May 3 1 for the purpose of examining the
accounts of the financial year just ended. However, additional time may be
granted by the Control Commission.
TRANSMITTAL OF INFORMATION TO CONTROL COMMISSION
Art. 1 7. Banks shall provide the Control Commission, at its request,
with any information, explanation or justification necessary to carry out its
functions.
Any bank which refuses to meet the Control Commission's request for
information or which, upon receiving a summons from the Commission,
does not reply to its requests shall be punishable by a fine of up to thirty
francs for each day of delay. The final amount of the fine shall be fixed
by the Control Commission. Proceeds of the fine shall be paid to the
Bankers Association and be used toward covering expenditures referred to in
Article 56 of the present Decree.
PUBLICATION OF BALANCE SHEET AND PERIODIC STATEMENTS
Art. 18. The Control Commission shall designate those banks which must
publish their annual balance sheet and their periodic statements in the
bulletin annexed to the Journal 0/ficiel provided for by the Law of
January 30, 1907.
All banks shall make their annual balance sheet available to their
depositors, lenders, borrowers and transferors and transferees of securities.
If they are constituted as joint-stock companies, they shall submit their
balance sheet and profit and loss account to their meetings of shareholders
in accordance with the standard form drawn up by the Control Commission.
Every three months the Control Commission shall have a summary
statement covering all banks published in the annex to the Journal Officiel.
For purposes of implementation of the present Article, the Control
Commission may prescribe standard forms that differ from those provided
for in Article 16 above.
PENALTIES
Art. 19. Violations of the present Decree shall render the offender sub
ject to disciplinary sanction imposed by the Control Commission or, when
appropriate, to penal sanction imposed by the appropriate tribunals under
the terms fixed in Articles 20 through 23 below.
Art. 20. Anyone who contravenes the prohibitions set forth in Article 7
of the present Decree shall be punishable by the penalties provided for in
Article 3 of the Law of June 19, 1 930.
Art. 21. Any person who, acting either on his own behalf without being
inscribed on the registers of banks or on behalf of a company that is not
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inscribed on those registers, engages in activities defined i n Article 1 ,
violates the prohibition contained i n Article 3, o r uses the word "bank,"
"banker," or "credit institution" as provided for in Article 12 of the present
Decree, shall be punishable by imprisonment of from one month to two
years plus a fine ranging from three thousand six hundred francs to thirty-six
thousand francs or by either of these penalties alone.
The violations specified above may be prosecuted only upon prior com
plaint at the instigation of a party to a civil proceeding [partie civile], the
Banking Control Commission, or the Bankers Association, acting jointly or
separately.
The court may in all such cases order that the judgment be published in
whole or in part in newspapers designated by the court and that it be posted
in places specified by the court; publication and posting costs may not,
however, exceed fifty francs.
Art. 22. Any person who, as representative of a bank, knowingly makes
incorrect statements to the Control Commission shall be punishable by a fine
ranging from three thousand six hundred to eighteen thousand francs.
In the event of a repetition of the same offence, the offender shall be
pnnishable by a fine ranging from three thousand six hundred to three
hundred and sixty thousand francs and imprisonment of from one to six
months.
The violations specified above may be prosecuted only upon prior com
plaint or at the instigation of a party to a civil proceeding, or of the Control
Commission, or of the Bankers Association, acting jointly or separately.
In all such cases the court may order that the judgment be published in
whole or in part in newspapers designated by the court and that it be posted
in places specified by the court; publication and posting costs may not,
however, exceed fifty francs.
Art. 23. Any person who, in writing made public in France, styles an
enterprise not entered on the registers provided for in Articles 9 and 15
above a "Bank or Credit Institution" or who likewise styles a person a
"banker" who does not carry on a business entered on the aforementioned
registers shall be liable for damages to the Bankers Association and, in case
of bad faith, to a fine ranging from three thousand six hundred to eighteen
thousand francs.
The infringements described above may be prosecuted only following a
prior complaint or civil proceedings instituted either by the Control Com
mission or by the Bankers Association, acting jointly or separately.
BANKERS ASSOCIATION
Art. 24. All enterprises and all institutions that are entered on the
registers of banks provided for in Articles 9 and 1 5 above are obligated to
belong, subject to the provisions set forth in the third paragraph of Article 1 ,
t o a Bankers Association which was established under the Law o f July 1 ,
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1901 and which is subject to the National Credit Council, which shall
approve its statutes.
No other professional or trade association of banks may be established or
maintained, except for joint bodies of institutions having a special legal
status.
Art. 25. The Bankers Association shall see to it that members implement
the decisions of the National Credit Council as well as all banking regula
tions; it shall act as intermediary between the banks and the National Credit
Council and may perform the same function between banks and the Control
Commission; it shall in particular render the opinions provided for in
Articles 10 and 33 of the present Decree.
It shall study questions relating to the exercise of the profession, such as
terms and conditions, reorganization [regroupement], or establishment of
common facilities; it shall bring about agreements on such matters, and the
National Credit Council may place it in charge of the actual direction of
such joint institutions as banks may establish.
It shall be authorized to intervene in judicial proceedings on any level
when a bank is involved and when it considers that the general interests of
the profession are at stake.
Art. 26. With the approval of the Minister of Finance, the Control
Commission may delegate to the Bankers Association disciplinary powers
in matters concerning infringement of banking regulations, of instructions
of the National Credit Council and of agreements and understandings
concluded between its members.
Decisions taken pursuant to this provision may be appealed to the Control
Commission.
TITLE II. NATIONAL CREDIT CouNCIL ·t
Art. 27. The authority of the National Credit Council shall extend to
the following :

( 1 ) Enterprises and institutions entered on the registers of banks provided
for in Articles 9 and 15 of the present Decree;
( 2 ) Enterprises and persons not entered on the aforementioned registers
whose customary business consists of carrying on one or more of the
following transactions :
(a) acting as agent, broker or intermediary for transactions involv
ing securities or government bonds as well as commercial and
government paper;
4 Title II originally provided for a Permanent Banking Committee (comite
permanent d'organisation professionnelle des banques, entreprises et
hablissements financiers ) . This committee was, however, dissolved by
virtue of the twelfth paragraph of Art. 12 of the Law of December 2, 1945,
and its powers were transferred to a newly created National Credit Council,
whose composition and powers are specified in Arts. 12 and 13 of the 1945
Law (see above, pp. 204-206 ) .
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( b ) carrying on short- o r medium-term credit transactions o r ex
change transactions;
(c) discounting, accepting as collateral or cashing commercial
paper, checks, or government securities.
The Minister of Finance shall specify by order the extent to which the
authority of the National Credit Council shall extend to the financial institu
tions with special legal status referred to in subparagraph ( 2 ) above.
Arts. 28-29. [Repealed by implication]
COMPOSITION
Arts. 30-31. [Repealed by implication]

5

DECISIONS, PROPOSALS AND OPINIONS
Art. 32. The National Credit Council shall be responsible for the guidance
of all professions concerned with credit and the financial market. To this end
it shall take decisions of a general or particular nature and submit proposals
kn.::- opinions. All decisions of the National Credit Council shall be
reasoned.
Art. 33. Decisions of a general nature shall have as their purpose the
regulation of credit techniques and the introduction of organizational im
provements in the professions referred to in Article 27 above; in particular,
they shall deal with agreements, the establishment of terms and conditions
governing banking transactions, the creation of common facilities, rules on
liquidity, training of the staff and the regulation of competition.
These decisions shall be approved by the Minister of Finance in the
absence of affirmative advice on the matter from the interested professional
association.
Art. 34. Particular decisions shall concern the following matters :
( 1 ) The National Credit Council shall regulate entry on the registers of
banks and deletion from these registers as provided for in Articles 1 1 and
1 5 of the present Decree.
( 2 ) The National Credit Council shall take all other measures, such as
the shutting down of offices and bank mergers, that are justified by general
or local economic needs. The interested parties shall be granted a period
for compliance as provided for in Article 14 of the present Decree.
Art. 35. Enterprises and institutions that are the subject of decisions of
the National Credit Council may receive indemnification only :

(a) For being struck from the registers of banks, if the action is taken
for economic reasons and if the action is final;
5

See footnote 4, above.
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( b ) For being refused entry on the aforementioned registers, if the bank
concerned has been in existence at least two years and if the refusal
is based on an evaluation of economic need;
(c) For the shutting down of offices that have been open for at least
two years or for a merger, if the bank can show that this has been
prejudicial to its interests.
Indemnification provided for in the preceding paragraphs shall be paid by
the bank in whose favor the National Credit Council has decided.
The evaluation and allocation of such indemnification shall be effected
according to general rules laid down by the Bankers Association.
The National Credit Council shall determine, in each particular case
presented to it, which bank is suffering a loss and which bank is making a
gain as a direct result of measures it has decided upon; it shall determine
the amount of indemnification in accordance with the rules specified in the
preceding paragraph.
Its decisions shall not be subject to appeal.
Art. 36. Decisions of the National Credit Council that require the
approval of the Minister of Finance shall be regarded as having been
approved if the Minister has not rendered an opinion within fifteen days
after the decision has been taken.
Implied as well as express approval shall be subject to appeal only before
the Council of State on the grounds of abuse of power.
Art. 37 All decisions of the National Credit Council shall be com
municated to the Control Commission. Decisions of a general character
shall furthermore be communicated to the appropriate professional associa
tions, and particular decisions shall be communicated to the enterprise or
institution concerned and if need be to the professional association to which
this enterprise or institution belongs.
Within eight days after being notified, the interested parties may appeal
to the Control Commission to reverse those decisions referred to in
Article 34 that affect them. Such appeals shall be sent to the president of
the Control Commission by registered letter. They shall have the effect of
suspending implementation of the decision. The Control Commission shall
hand down a decision on the appeal within one month after receiving the
registered letter. Its decision, which must be reasoned, shall be final.
Art. 38. The decision of the National Credit Council shall enter into
force upon expiration of the deadline for appeal or on the date on which
the Control Commission issues its decision on an appeal.
Art. 39. If a person or enterprise coming under the authority of the
National Credit Council contravenes a decision of the latter, the Control
Commission shall impose, either ex officio or at the instigation of the
National Credit Council, one of the disciplinary actions specified in
Article 52 of the present Decree.
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Art. 40. The National Credit Council shall propose to the Minister of
Finance legislative and regulatory reforms with a view to introducing new
credit formulas, ensuring a better adaptation of credit to the needs of the
country and introducing all appropriate changes in the regulation of
enterprises referred to in Article 27 of the present Decree.
The National Credit Council shall render its opinion to the Control Com
mission on all proposals referred to it by the Commission.
PROCEDURE
Arts. 41-43. [Repealed by implication]
Art. 44. Members of the National Credit Council and their eo-workers
must maintain professional secrecy subject to the penalties provided for in
Article 378 of the Penal Code.
Arts. 45-47. [Repealed by implication]
TITLE Ill. BANKING CoNTROL COMMISSION 6
ESTABLISHMENT AND POWERS
Art. 48. A Banking Control Commission shall be established which shall
be responsible for supervising the implementation of regulations governing
the banking profession introduced by virtue of the present Decree or of
other laws in force, for imposing sanctions in accordance with Article 52
below, for findings of noncompliance and for deciding appeals and requests
for reversal of decisions that may be brought before it.
After consulting with the National Credit Council, the Control Commis
sion may propose to the Minister of Finance any changes and additions it
feels should be made in legislation and regulations applicable to banks.
The Control Commission shall give its opinion on all legislative and
regulatory proposals presented to the Minister of Finance by the National
Credit Council in accordance with Article 40 above.
Its supervision may be extended to the professions referred to in
Article 27(2) of the present Decree, by order of the Minister of Finance.7
The Control Commission shall have the right to institute legal proceedings.
COMPOSITION
Art. 49. [Repealed by implication]

s

s The composition and powers of the Banking Control Commission have
been supplemented by Art. 1 5 of the Law of December 2, 1 945 (see above,
pp. 207-208 ) .
7 An order to this effect was issued on October 28, 1941.
s See footnote 6, above.
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Art. 50. The Control Commission shall be convened by its president. Its
decisions shall be taken by a majority of votes. The president shall have the
deciding vote.
PROCEDURE

Art. 51. The Commission shall exercise its supervision by examining the
balance sheets and periodic statements submitted to it and by means of
information, explanations and justifications which it may request by virtue
of Article 17 above.
It may, furthermore, have additional checks carried out on the premises
of the bank concerned by inspectors of the Bank of France.

Art. 52. If examination reveals that an institution has violated the
rules laid down by the present Decree or by regulations issued by virtue of
this Decree, the Control Commission may, without prejudice to the
applicable penal sanctions, impose one of the following disciplinary
sanctions:
warning;
reprimand;
prohibiting certain transactions as well as placing other limitations on the
exercise of the profession;
suspending the officials responsible, with or without the appointment of
a temporary administrator;
striking the offender from the register of banks, the striking to be carried
out by the National Credit Council at the order of the Control
Commission.
The Control Commission may furthermore impose a fine of up to one
hundred francs, either in lieu of, or in addition to, the sanctions specified
above. The proceeds of such fine shall be paid to the Bankers Association.
Decisions of the Control Commission, which shall be reasoned and which
shall specify when necessary the terms and time limits for their application,
may be appealed to the Council of State only for abuse of power.
Art. 53.

[Repealed by implication]
TITLE

IV.

MISCELLANEOUS PROVISIONS

Art. 54. Members of the Control Commission and their alternates, as
well as inspectors of the Bank of France who participate in the Commis
sion's supervisory functions, shall be held to professional secrecy subject to
the penalties provided for in Article 378 of the Penal Code.
Art. 55. The offices of president, member and alternate member of the
Control Commi�sion shall be unpaid.
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Art. 56. Subject to the provisions to be introduced by the order provided
for in the fourth paragraph of Article 48 above, expenses incurred by the
Control Commission shall be defrayed by the Bankers Association, which
shall divide them each year among all the enterprises entered on the
registers of banks. Receipts and expenditures accounts shall be submitted
annually for auditing to the Minister of Finance.g

9 By virtue of Art. 1 3 of the Law of May 24, 195 1 , a special account was
opened with the Treasury, to be administered by the Minister of Finance.
Payments into the account comprise annual dues (determined by order of
the Minister of Finance ) from the Bankers Association, the Association of
Financial Enterprises and Institutions, the Stockbrokers Committees, and
the Committee of Securities Brokers. Payments out of the account comprise
an annual contribution to the expenses incurred by the Bank of France in
operating the agencies which supervise banks and stock exchanges.

The Law of June 14� 1941 1
TITLE

I. GENERAL PROVISIONS

Art. I. Enterprises and persons who are not required to be entered on
the registers of banks provided for in Articles 9 and 15 of the Law of
June 13, 1 94 1 on the Regulation and Organization of the Banking Profes
sion, but whose customary business consists in carrying on the transactions
referred to in Article 27 ( 2 ) of said Law, shall be subject to the provisions of
Title II below.
Art. 2. Enterprises and persons for whom carrying on one or more of
the transactions referred to in Article 2 7 ( 2 ) of the Law of June 13, 1941
on the Regulation and Organization of the Banking Profession is not their
customary business, but who carry on one or several of these transactions
as a sideline to their principal activity, shall be subject to the provisions of
Title III below.
Art. 3. Enterprises and persons for whom carrying on one or more of
the transactions referred to in Article 27 ( 2 ) of the Law of June 1 3 , 1 94 1
o n the Regulation and Organization o f the Banking Profession is not their
customary business, but who carry on one or several of these transactions
occasionally, shall be subject to the provisions of Title IV below.
1 Loi du 14 juin 1 9 4 1 relative a la reglementation et a !'organisation des
professions se rattachant a la profession de banquier ( Law of June 14, 1941
on the Regulation and Organization of the Professions Connected with the
Banking Profession) . As amended through February 1, 1966. The value
figures given here are in terms of the monetary unit established on Janu
ary 1, 1 960 (see below, p. 236 ) .
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Art. 4. The scope of the orders provided for in Article 48 of the Law of
June 1 3 , 1 94 1 on the Regulation and Organization of the Banking Profession
may be extended to cover the Banking Control Commission's supervision of
transactions carried out under the terms of Articles 1, 2 and 3 above.

Art. 5.
following :

The provisions of the present Decree shall not cover the

(a) Stockbrokers, persons and enterprises whose business it is to carry
on, as agents or otherwise, transactions on the stock exchange and
who are subject to a special set of regulations;
( b ) Enterprises and persons carrying on mortgage credit transactions or,
in general, real estate transactions involving any kind of credit trans
action, either occasionally or as a sideline to another activity, and
specifically within the limits of the regulations that apply to them,
and enterprises subject to the Decree of June 14, 1 93 8 on the
Unification of Government Control over Insurance Enterprises of
All Kinds and over Capitalization Enterprises; 2
( c ) Enterprises and persons not receiving funds from the public or
carrying on other transactions, but devoting themselves exclusively
to the management of a family estate involving no transactions other
than investments made by purchasing securities, acquiring partici
pations or entering into limited liability partnership [commandite],
to the exclusion of all discount transactions and short-term loans;
(d) Enterprises and persons financing sales on credit, provided that the
seller himself consents to such financing;
(e) Credit insurance companies;
(f) Enterprises and persons granting credits of any kind exclusively to
their subsidiaries, limited partnerships [commandite], and the like,
provided that such credits do not give rise to the issuance of drafts
or notes;
(g) Sales and purchase cooperatives [comptoirs de ventes ou d'achats],
provided that, apart from their current transactions solely with their
members, they do not grant credit in the form of discounts or
advances.
Enterprises and persons included under paragraphs ( b ) through (g) shall,
however, submit within three months a statement of their activities to the
National Credit Council to enable it to draw up a list thereof. Failure to
submit a statement shall be punishable by a fine of from five to fifty francs,
which shall be imposed by the Banking Control Commission either auto
matically or at the request of the National Credit Council or of one of the
2 Art. 1 of the Decree of June 14, 1 938 defines capitalization enterprises as
those which solicit savings for the purpose of capitalization and, in return
for direct or indirect single or time payments, contract specific liabilities,
and those which solicit savings in order to collect amounts paid by their
members, either for the purpose of earmarking them for interest-bearing
deposit accounts or for purposes of joint capitalization by having them share
in the profits of other companies that are directly or indirectly managed or
run by them.
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professional associations of banks or related enterprises and the proceeds of
which shall be earmarked as provided in Article 52 of the Law of June 13,
1 94 1 on the Regulation and Organization of the Banking Profession.
Art. 6. Infringement of the provisions of Titles II, III, IV and V below
shall render the perpetrator subject to one of the disciplinary sanctions
specified in Articles 52 and 53 of the Law of June 1 3 , 1 94 1 on the Regulation
and Organization of the Banking Profession. However, withdrawal of regis
tration or agreement to do so shall be a substitute for striking from the
register of banks.
Notwithstanding the disciplinary sanction provided for above, any person
who, acting either in his own behalf when his business is not duly registered
or authorized or in behalf of a company that is not duly registered or
authorized, carries on the activities specified in Articles 1, 2, 3 and 1 3 of the
present Law shall be liable to the penalty provided for in Article 2 1 of the
Law of June 1 3 , 1 941 on the Regulation and Organization of the Banking
Profession.
Any false information given to the Banking Control Commission shall,
if such action be deliberate, render the perpetrator subject to the sanctions
provided for in Article 22 of the aforementioned Law.
Likewise, anyone making statements the purpose or effect of which is to
give the impression that an enterprise against which the present Law is
directed is included in the register of banks, or to create confusion on this
point, shall be liable for damages to be paid to the professional association
concerned or, in case of bad faith, for a fine ranging from three thousand
six hundred to eighteen thousand francs.
Infringements mentioned in the second, third and fourth paragraphs of the
present Article may be prosecuted only under the terms specified in
Articles 2 1 , 22 and 23, respectively, of the Law of June 13, 1941.
TITLE 11. ENTERPRISES AND PERSONS WHOSE CUSTOMARY BUSINESS CoNSISTS
IN CARRYING ON AS THEIR PRINCIPAL ACTIVITY THE TRANSACTIONS
PROVIDED FOR IN ARTICLE 27 ( 2 ) OF THE LAW OF JUNE 1 3 , 1941 ON THE
REGULATION AND ORGANIZATION OF THE BANKING PROFESSION
Art. 7. The National Credit Council shall register all enterprises referred
to in Article 1 above.
The formalities and time limits for registration, as well as the time limits,
sanctions and powers of the National Credit Council in case of the refusal
or revocation of registration, shall be the same as those applicable to banks.
However, the above-mentioned enterprises shall not be included in the
register of banks nor shall their registration be published.
All references in correspondence or publications to the powers exercised
by the National Credit Council and the Banking Control Commission over
the enterprises concerned shall be prohibited.
Art. 8. Enterprises and persons referred to in Article 1 above may be set
up in any form.
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Art. 9. Enterprises and persons referred to in Article 1 above shall be
members of a professional association that is separate from the Bankers
Association and whose constitution shall be approved by the National Credit
Council.
Art. 10. All enterprises and persons referred to in Article 1 of the
present Law shall show on their balance sheet a capital equivalent at the
least to an amount fixed by order of the Minister of Finance. The minimum
capital may be fixed at varying amounts depending on the kind of transac
tions carried on, the legal form of the concern and the number and the
location of its permanent business establishments.
An order of the Minister of Finance, issued on the recommendation of
the National Credit Council, shall prescribe rules on the use that is to be
made of an amount equal to the minimum capital or of a specified portion
thereof.
The minimum capital shall be fully paid up.
All enterprises and persons covered by Article 1 of the present Law must
be able to prove, at any time, that they are meeting these requirements and,
especially, that their assets actually exceed their liabilities toward third
persons by an amount equal to their minimum capital.
The Banking Control Commission shall specify the procedure for pub
lishing and providing information about the accounts of the said enterprises
and persons.
TITLE Ill. ENTERPRISES AND PERSONS WHO CARRY ON, AS A SIDELINE TO
THEIR PRINCIPAL ACTIVITY, TRANSACTIONS REFERRED TO IN ARTICLE
27 ( 2 ) OF THE LAW OF JUNE 1 3 , 1 9 4 1 ON THE REGULATION AND ORGANI
ZATION OF THE BANKING PROFESSION
Art. II. Enterprises and persons specified in Article 2 of the present
Decree may not carry on that part of their activity referred to in the said
Article without first having requested and obtained registration by the
National Credit Council in accordance with the same provisions as those
set forth in Article 7 above. They shall comply with the decisions of the
National Credit Council regarding the categories of transactions they may
carry on. They shall not be required to be members of the professional
association referred to in Article 9 above.
TITLE IV. ENTERPRISES AND PERSONS WHO OCCASIONALLY CARRY ON
TRANSACTIONS REFERRED TO IN ARTICLE 27 ( 2 ) OF TilE LAW OF JUNE 1 3 ,
1 9 4 1 O N THE REGULATION AND ORGANIZATION O F THE BANKING PRO
FESSION
Art. 12. Enterprises and persons referred to in Article 3 shall comply
with banking rules and regulations dealing with transactions specified in
the said Article.
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TITLE V. AUXILIARIES TO THE BANKING AND STOCK
MARKET PROFESSIONS

Art. 1 3. Enterprises and persons whose business, whether it is their
principal activity or a sideline, consists in bringing business to banks and
financial institutions or in carrying on activities on behalf of banks and
financial institutions without being obligated by a contract involving speci
fied services [contrat de travail], shall submit a statement of their activities
to the National Credit Council, which shall draw up a list thereof.
The following shall be prohibited from carrying on the business referred
to in the preceding paragraph :
( 1 ) Anyone coming within the scope of Articles 1 and 2 of the Law of
June 19, 1 9 3 0 prohibiting the exercise of the banking profession to

individuals convicted of certain offenses and to undischarged bank
rupts;
( 2 ) Anyone convicted by virtue of Articles 2 and 3 of the Decree of
August 8, 1935 applying to managers of limited liability companies
and directors of companies being administered under the bankruptcy
laws;
( 3 ) Subject to the application of diplomatic agreements, and unless
exemption is granted by the Minister of Finance, enterprises and
persons of foreign nationality.

The Decree on the Operation of the Nationalized
Deposit Banks, 1946 1
Art. I. The present Decree, issued pursuant to Article 14 of the Law of
December 2, 1945, shall apply to the nationalized deposit banks.
TITLE I. STATUTES, ADMINISTRATION, PROHIBITIONS
AND INCOMPATIBILITIES

Art. 2. The nationalized banks are enterprises of a commercial character
which, subject to the changes introduced by the Law of December 2, 1945,
shall be governed by the legislation applicable to joint-stock companies.
They shall be governed by the rules of commercial law, especially in regard
to their relations with outside parties and with holders of dividend-bearing
scrip issued by virtue of the provisions of Article 8 of the Law of
December 2, 1 945.
1 Decret No 46-1 246 du 28 mai 1946 fixant les regles fondamentales de
fonctionnement des banques de depots nationalisees ( Decree No. 46-1246 of
May 28, 1946 Establishing the Basic Rules for the Operation of the
Nationalized Deposit Banks) . As amended through February 1 , 1966.
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Art. 3. The statutes of the nationalized banks shall, upon the recommen
dation of the board of directors, be amended by the Bank Control Commis
sion within one year of publication of the present Decree. They shall
provide for the establishment of an advisory committee composed of at least
four members appointed by the chairman of the board of directors as
provided in Article 2 of the Law of November 1 6, 1940, of whom, in
addition to the general manager, two must be members of the board.
The statutes shall furthermore provide for the establishment of one or
more advisory discount boards, composed of persons actively engaged in
an agricultural, industrial or commercial pursuit and appointed by the board
of directors, and also of one representative of the institution's staff and
appointed by the employees' central committee.
A statement on the principal liabilities outstanding must, at regular
intervals, be submitted for examination to the board of directors.
The statutes shall be published within one month of their amendment in
the Bulletin des A nnonces LegaTes Obligatoires. Those parts of their statutes
which the four nationalized banks have in common may be published jointly.
No other publication of amendments to their statutes is required of the
nationalized banks.
Art. 4. The members of the boards of directors of the nationalized banks
shall be appointed as provided in Article 9 of the Law of December 2, 1945,
for a term of four years. One fourth of them, comprising one director in
each of the categories ( a ) , ( b ) and (c) listed in Article 9 of the above
mentioned Law, shall retire each year. The term of an outgoing director
shall be renewable.
If a vacancy arises before completion of a term of office or if the term
is brought to an end before its normal expiration, a new director shall be
appointed for the remainder of his predecessor's term. The order in which
the annual retirement of one fourth of the directors is to take place shall
be determined by drawing lots.
Art. 5. The Banking Control Commission shall appoint a permanent
auditor [censeur] for each nationalized bank in order to facilitate the exercise
of the powers conferred on it by Articles 10 and 15 of the Law of
December 2, 1 945.
The auditor shall have access to all meetings of the board of directors
and may examine all books, documents and accounts that he may see fit to
consult. He shall countersign the monthly statements submitted to the
Banking Control Commission, inform the Commission of the findings of his
supervision and submit an annual report to the president of the Commission
on the discharge of his duties. This report shall first be submitted to the
board of directors. The cost of this supervision shall be fixed by the Banking
Control Commission and charged to the institution being supervised.
The changes that are to be made in the statutes within the period pro
vided for in Article 3 above shall include deletion of the provisions relating
to the auditors elected by the shareholders.
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Art. 6. No one may serve on the board of, or in any capacity manage, a
nationalized bank or a branch thereof, nor sign on its behalf by permanent
power of attorney:
( 1 ) If he comes within the scope of Articles 1 and 2 of the Law of
June 19, 1930 prohibiting the exercise of the banking profession to

individuals convicted of certain offences and to undischarged bank
rupts;
(2) If he is not a French national or if he is subject to disqualification
under Article 8 1 ( 3 ) of the Ordinance of October 19, 1945 containing
the French Nationality Code; however, individual exemptions may
be granted by the Minister of Finance;
( 3 ) If he has been convicted under Articles 2 and 3 of the Decree of
August 8, 1935 making bankruptcy legislation applicable to managers
and board members of companies.
Art. 7. Members of the staff of a nationalized bank are subject to the
following prohibitions :
(a) Irrespective of their position with the bank, they may not hold paid
positions nor perform any work for remuneration without giving prior
notice in writing. This provision shall not apply to scientific, literary or
artistic works.
( b ) If they hold the rank of at least branch manager within the bank,
they may not accept board membership, nor a managerial or executive
position in a commercial or industrial enterprise, unless it is a family busi
ness or a business in which the nationalized bank has interests to be
defended. All exemptions shall be authorized by the general manager.
Art. 8. The nationalized banks shall maintain separate and detailed
accounts of their advertising expenditures as well as of all allowances, sub
sidies and free services which they provide to any natural or juristic persons.
These accounts shall be available to the Banking Control Commission.
TITLE Il. REGULATIONS ON DRAWING UP AND PUBLISHING
BALANCE SHEETS
Art. 9. Subject to the terms and sanctions provided for in the Law of
June 1 3 , 194 1 , the nationalized banks shall furnish all accounting and
statistical information and documents that may be requested by the Banking
Control Commission to enable the latter to carry out the duties entrusted
to it by legislation in force, and to transmit to the National Credit Council
information requested by that body.
Art. 10. [Repealed]
Art. l l . [Repealed ]
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Art. 12. The nationalized banks shall be required to submit to the
Bank of France, for the operation of the central service on banking risks,
all information which may be requested of them on credits granted by them.
Art. 1 3 . [ Repealed]
TITLE Ill. REGULATIONS APPLYING TO MANAGEMENT AND
TRANSACTIONS OF NATIONALIZED BANKS
Art. 14. Whenever it sees fit, the Banking Control Commission may,
upon the recommendation of the Bank of France, lay down or modify the
rules that the nationalized banks must observe in their management, particu
larly with a view to ensuring their solvency and maintaining their liquidity.
Exceptional and temporary exemptions may be granted, by way of indi
vidual decisions, so as to take into account the particular situation of certain
institutions.
Art. 15. Pursuant to the preceding Article, the nationalized deposit banks
may be required to maintain maximum or minimum ratios established as
provided in Article 1 7 of Decree No. 46- 1247 of May 28, 1946.2
Art. 16. [Repealed ]
Art. 17. N o credit that is not secured by a pledge, evidence of a contract
or commercial paper submitted for discount may be granted by the national
ized banks to persons referred to in Article 40, paragraphs 1 and 2 of
the Law of July 24, 1 8 67 without taking into account the provisions of the
said Article 40, paragraphs 1 , 2 and 4, regarding prior authorization of the
board of directors, the opinion submitted to the auditors [commissaires aux
comptes] , and the approval of their report by the Banking Control Com
mission taking the place of the meeting of shareholders by virtue of
Article 10 of the Law of December 2, 1945.
The same formalities shall apply to credits granted to members of the
staff of the nationalized banks, unless these come under one of the above
mentioned guarantees and their amount does not exceed one year's salary
or fees.
Art. 18. The nationalized banks shall offer their services in connection
with all transactions involving the floating or conversion of the public debt
on the terms and against the remuneration fixed, for each individual case,
by the Minister of Finance.
Art. 18 bis. Infringements of the provisions of the present Decree shall
be punishable by the disciplinary sanctions provided for in Article 52 of the
Law of June 1 3 , 194 1 on the Regulation and Organization of the Banking
2

See below, pp. 233-234.
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Profession, without prejudice to the civil or penal sanctions provided for by
the said Law.
Art. 19. The Minister of Finance shall be responsible for implementing
the present Decree, which shall be published in the Journal Officiel.

The Decree on the Operation of the Private
Banks, 1946 1
Art. I. The present Decree, issued pursuant to Article 14 of the Law
of December 2, 1 945, applies to enterprises defined as banks and entered
on the register of banks in conformity with Articles 1 , 9 and 1 5 of the Law
of June 13, 1 94 1 . It may also, by order of the Minister of Finance and the
competent ministers and subject to the necessary changes, be extended to
banks and institutions having a special legal status.
The following provisions shall not, however, extend to the nationalized
deposit banks, which are covered by a special decree. 2
TITLE I. CONDITIONS FOR EXERCISE OF BANKING PROFESSION
Art. 2. No one may habitually carry out banking transactions or in
any capacity serve as an executive, on the board of directors, or as part
of the management of a company or branch of a company carrying out such
transactions, or sign, on behalf of a bank, by power of attorney, documents
relating to such transactions :

( 1 ) If he comes within the scope of Articles 1 and 2 of the Law of
June 1 9, 1930 prohibiting the exercise of the banking profession to
individuals convicted of certain offences and to undischarged bank
rupts;
( 2 ) If he is not a French national or if he is subject to disqualification
under Article 8 1 ( 3 ) of the Ordinance of October 1 9, 1945 containing
the French Nationality Code; however, individual exemptions may
be granted by the Minister of Finance;
( 3 ) If he has been convicted under Articles 2 and 3 of the Decree of
August 8, 1935 making bankruptcy legislation applicable to managers
and board members of companies.

Art. 3. Persons belonging to the secretariat of the National Credit
Council or the Banking Control Commission, and also persons belonging to
the departments of the Bank of France established to implement the Law
1 Decret No 46-1247 du 28 mai 1946 fixant les regles fondamentales de
fonctionnement des banques d u secteur prive (Decree No. 46- 1247 of
May 28, 1 946 Establishing the Basic Rules for the Operation of the Banks
in the Priv�te Sector) . As amended through February 1, 1 966.
" See pp. 227-23 1 , above.
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of December 2, 1 945, shall be prohibited from occupying a paid position
in a non-nationalized bank or in a financial institution to which the Law of
June 14, 1 94 1 applies.
Art. 4. Members of the staff of a non-nationalized bank are subject to
the following prohibitions:
(a) Irrespective of their duties in the bank, they may not hold a paid
position nor perform any work for remuneration without giving prior notice
in writing. This provision shall not apply to scientific, literary or artistic
works.
( b ) If they hold the rank of at least branch manager within the bank,
they may not accept board membership nor a managerial or executive
position in a commercial or industrial enterprise, unless it is a family
business or a business in which the bank has interests to be defended.
All exemptions shall be authorized by the Director-General.
Art. 5. Unless special permission is granted by the Banking Control
Commission, banks shall be prohibited from habitually engaging in an
industry or business that falls outside the scope of operations proper to
the banking profession.
Banks that do not obtain the above-mentioned permission shall terminate
their operations falling outside the scope of the banking profession within
a period to be fixed, for each case, by the Banking Control Commission.
Banks that are granted permission shall maintain separate accounts of
their transactions that fall outside the scope of the banking profession.
Art. 6. [Repealed]
Art. 7. [Repealed]
Art. 8. Banks shall maintain separate and detailed accounts of their
advertising expenditures as well as of all allowances, subsidies and free
services which they provide to any natural or juristic persons. These
accounts shall be available to the Banking Control Commission.
Art. 9. Foreign banks, as defined in Article 15 of the Law of June 1 3 ,
1 9 4 1 , which operate in France shall :
( 1 ) Maintain in one of their offices separate accounts of their transac

tions within French territory;
(2) Prove that a minimum capital equal to that required for French
banks has been earmarked for the sum total of these transactions
and of its investment in France.
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TITLE 11. REGULATIONS ON DRAWING UP AND PUBLISHING
BALANCE SHEETS
Art. 1 0 . Subject to the terms and sanctions provided for in the Law of
June 1 3 , 1941, banks shall furnish all accounting and statistical information
and documents that may be requested by the Banking Control Commission
to enable the latter to carry out the duties entrusted to it by legislation in
force, and shall transmit to the National Credit Council information
requested by that body.
Art. 1 1 . For implementation of Article 18 of the aforementioned Law
of June 1 3 , 1941, as well as of Articles 1 6 and 17 of the present Decree, the
Banking Control Commission may prescribe regulations that differ according
to the categories of banks referred to in Article 5 of the Law of December 2,
1 945, or according to the legal form of the institution, the size and nature
of its deposits or transactions and the number and distribution of its offices.
Art. 12. [Repealed]
Art. 13. The Banking Control Commission shall publish an annual
volume of the balance sheets of banks that are on the register of banks.
Art. 14. Banks shall be required to submit to the Bank of France, for
the operation of the central service on banking risks, all information which
may be requested of them on credits granted by them.
Art. 15. [Repealed]
TITLE Ill. REGULATIONS APPLYING TO MANAGEMENT AND
TRANSACTIONS OF BANKS
Art. 16. Whenever it sees fit, the Control Commission may, upon the
recommendation of the Bank of France, lay down or modify the rules that
banks must observe in their management, particularly with a view to
ensuring their solvency and maintaining their liquidity.
These regulations may differ for each category of institution provided for
in Article 1 1 of the present Decree.
Exceptional and temporary exemptions may be granted, by way of
individual decisions, so as to take into account the particular situation of
certain institutions.
Art. 17. Pursuant to the preceding Article, the banks in the private sector
may be required to maintain maximum or minimum ratios established
between all or part of the following factors :

( 1 ) Between the amount of liquid and easily realizable holdings of the
banks, on the one hand, and the amount of their short-term liabilities,
on the other;
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( 2 ) Between, on the one hand, the amount of investments in real estate,
participations and other medium- or long-term holdings of banks,
whether easily realizable or not, and, on the other hand, the amount
of their owned capital, their medium- and long-term liabilities, and
certain of their demand and short-term resources;
( 3 ) Between the amount of the owned capital of the banks, on the one
hand, and the amount of their balance sheet or memoranda liabilities
toward third parties on the other;
( 4) Between the amount of owned capital of the banks, on the one hand,
and the amount of credit granted to one and the same natural or
juristic person, on the other, excluding, however, from the latter
figure, credits guaranteed by the Government or by institutions in
the public or semi-public sector that are authorized to give such a
guarantee; in arriving at the figure, credits granted to enterprises
sharing common interests may be combined.
The Banking Control Commission shall determine the criteria to be used
in establishing these ratios and shall specify which of these factors are to be
used in calculating each of the prescribed limits.
The Banking Control Commission shall clarify the meaning of the terms :
"liquid and easily realizable holdings," "nonrealizable holdings," "short
term liabilities," "medium- or long-term liabilities," "liabilities toward third
parties," "owned capital" and "enterprises sharing common interests."
Art. 1 8. [Repealed]
Art. 19. A bank that is constituted as a joint-stock company may not
grant credits to persons who arc members of the board or executives of the
bank or who sign on its behalf under a permanent power of attorney, or to
enterprises that are owned by such persons or of which they are partners,
managers, board members or executives, unless it has carried out the
formalities provided for in Article 40, paragraphs 1 , 2 and 4, of the Law
of July 24, 1 867.
When a bank is not constituted as a joint-stock company, credits granted
by it to persons or enterprises referred to in the preceding paragraph shall be
subject to notification by registered mail to the auditors mentioned in
Article 12 of the present Decree. The auditors [commissaires aux comptes]
shall send a periodic statement on the transactions of which they have been
notified to the Banking Control Commission, in accordance with the terms
laid down by the latter.
A bank shall be exempted from these formalities if the credits are
secured by a pledge, evidence of a contract or commercial paper submitted
for discount, or if they represent less than one year's salary or fees of the
persons referred to in the first paragraph above.

20.

Art.
Banks shall offer their services in connection with all transactions
involving the floating or conversion of the public debt on the terms and
against the remuneration fixed for each individual case by the M inister of
Finance.
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Art. 20 bis. Infringements of the provisions of the present Decree shall be
punishable by the disciplinary sanctions provided for in Article 52 of the
Law of June 1 3 , 1 9 4 1 on the Regulation and Organization of the Banking
Profession, without prejudice to civil or penal sanctions provided for by the
said Law.
Art. 21. The Minister of Finance shall be responsible for implementing
the present Decree, which shall be published in the Journal Officiel.

The Monetary Unit :

A

Note

The basic monetary unit of France is the franc.
It appears that coins with the designation "franc" were issued
for the first time in 1 360 and 1 365. The 1 360 franc, divided into
twenty sous, was at par with the livre tournois (pound of Tours ) ,
the latter having been introduced as the unit of account for the
Kingdom in 1 266, with a metallic content equivalent to 80.84
grams of fine silver or 8 .27 1 grams of fine gold. From 1 270 to
1 78 5 the silver or gold content of the livre tournois was subject to
significant variations, as evidenced by the table on page 3 1 1 in
Rene Sedillot, Toutes les monnaies du monde: Dictionnaire des
changes (Paris, 1 9 5 5 ) . Actually, the franc and the livre tournois
circulated side by side from 1 360 until the end of 1 796, when the
livre tournois was exchanged at the ratio of 1 franc = 1 livre and
3 deniers, or 1 livre tournois 99 centimes.
On April 7, 1 803 a bimetallic standard was introduced, defining
the franc as equal to 4.5 grams of fine silver or 290.3225 milligrams
of fine gold.
From 1 803 through 1 9 5 8 the franc was redefined from time to
time in terms of gold, silver, or the franc itself. Most recently, a
new monetary unit at the ratio of 1 new franc
1 00 old francs was
introduced on January 1 , 1 960.1
Par Value. With effect from December 1 8 , 1 946, France agreed
with the International Monetary Fund on an initial par value for
the franc of 0.00746 1 1 3 gram of fine gold per franc or 1 1 9. 1 07
francs per U.S. dollar. For the period January 26, 1 948 to Decem
ber 29, 1 95 8 , no par value for the franc was agreed with the Fund.
With effect from December 29, 1 958, France agreed with the Fund
=

=

1 For the enabling Ordinance and Decree, see below, pp.

236

and

237.
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on a par value of 0.001 80000 gram of fine gold per franc or 493.706
francs per U.S. dollar. In connection with the introduction of the
"new franc" on January 1 , 1 960, the Fund concurred in the pro
posal of France to express the par value of the "new franc" as
equivalent to 0.1 80000 gram of fine gold or 4.93706 francs per
U.S. dollar. Subsequently, the Fund was notified that from Janu
ary 1 , 1 963, the monetary unit introduced on January 1 , 1 960
would cease to be referred to as the "new franc" and would be
called the "franc". 2
2 For the enabling Decree and Order, see below, pp. 238 and 239.

The Ordinance Establishing a New Monetary
Unit, 1958 1
Art. I. On and after a date to be fixed by decree, which shall be no later
than January 1, 1 960, a new French monetary unit shall be created with a
value equal to F 100.
Up to that date, except with regard to the provisions of Article 2 below,
there shall be no change in the present monetary system.
Art. 2. On and after the date of publication of this Ordinance, foreign
currency quotations shall be expressed in hundreds of francs.2
Art. 3. Liabilities incurred on or after the date referred to in Article
shall be denominated in the new monetary unit.
Liabilities previously denominated in francs shall for settlement after
that date be converted ipso iure to the new monetary unit, regardless of the
date on which they were incurred.
Art. 4. By decree of the Council of Ministers, the Council of State having
been heard, the Government may take all necessary measures to prepare
and ensure enforcement of this Ordinance.
Art. 5. This Ordinance shall be published in the Journal Officiel and
be implemented as a law.
1 Ordonnance No 58- 1 3 4 1 du 27 decembre 1 958 instituant une nouvelle
unite monetaire (Ordinance No. 58-1341 of December 27, 1 958 Establishing
a New Monetary Unit ) . Issued by the President of the Council of Ministers.
2 This Ordinance was published in the Journal 0/ficiel of December 28,
1958.
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The Decree on Introduction of the New
Monetary Unit, 1959 1
Art. 1 . The new monetary unit established by Article 1 of Ordinance
No. 58-1341 of December 27, 1 95 8 shall retain the name of franc. 2
In order to distinguish it from the monetary unit previously in circulation,
it shall be referred to by the term "new franc." Its symbol shall be NF.
Art. 2. The Administration of Coins and Medals shall mint for the
account of the Government coins of 1 centime, 2 centimes, 5 centimes,
1 0 centimes, 20 centimes, 50 centimes and 1 new franc in nonprecious
metals, the composition, characteristics and type to be fixed by order of the
Minister of Finance, and coins of 2 new francs and 5 new francs in silver
with a purity of 8 3 5 / 1 000, the characteristics and type also to be fixed by
order of the Minister of Finance.
Art. 3. The nominal value of coins of 1, 2 and 5 new francs shall be
expressed in francs, notwithstanding the provisions of the second paragraph
of Article 1 of this Decree.
Art. 4. In private transactions, the legal-tender character of coins minted
under the authority of Article 2 of this Decree shall be limited to 250 new
francs for coins of 5 new francs, 100 new francs for coins of 2 new francs,
50 new francs for coins of 1 new franc, 1 0 new francs for coins of 50 cen
times; it shall be limited to 5 new francs for coins of 20 centimes, 1 0 cen
times and 5 centimes, and to 1 new franc for coins of 2 centimes and
1 centime.
Art. 5. The ceiling for minting coins referred to in Article 2 of this
Decree shall be fixed at 500 million new francs for coins of 5 new francs,
700 million new francs for the combined total of coins of 2 new francs and
1 new franc, 150 million new francs for coins of 50 centimes, 200 million
new francs for the combined total of coins of 20 centimes and 10 centimes,
45 million new francs for the combined total of coins of 5 centimes, 2 cen
times and 1 centime.
1 Decret No 59- 145 0 du 22 decembre 1 959 relatif a !'introduction de la
nouvelle unite monetaire instituee par !'ordonnance N° 58-1 341 du 27 decem
bre 1958 (Decree No. 59-1450 of December 22, 1 95 9 Concerning the
Introduction of the New Monetary Unit Established by Ordinance No. 581 3 4 1 of December 27, 1958 ) .
2 See also Decree No. 5 9- 1 3 1 3 of November 18, 1959, whose operative
clauses read as follows:
"ART. 1. The new French monetary unit established by Ordinance No.
58-134 1 of December 27, 1 95 8 shall be introduced on January 1, 1 960.
"ART. 2. The Prime Minister, the Minister of Finance and the Secretary
of State for Finance shall be responsible for the implementation of this
Decree, which shall be published in the Jounwl 0/ficiel."
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Art. 6. Coins of 1 franc, 2 francs, 5 francs, 10 francs, 20 francs, 50 francs
and 100 francs issued before January 1 , 1960 shall continue to be legal tender
between individuals and be accepted in payment by public cash offices con
currently with coins of the new monetary system in the one hundredth part
of their nominal value. Orders issued by the Minister of Finance shall fix
the date on which these coins shall cease to be legal tender.
Art. 7. On and after January 1, 1 960, all payments, ail settlements of
sums due or payable and all accountancy entries shalJ be rounded off to the
next lowest centime wherever previous legislation required rounding off
to the next lowest franc.
Art. 8. The provisions of Ordinance No. 58-1341 of December 27, 1958
and of Decree No. 5 9- 1 3 1 3 of November 18, 1959 shaH, as from January 1,
1960, govern issues of the Bank of Algeria. a
Art. 9. On and after January 1 , 1 960, Treasury bonds issued outside the
territory of metropolitan France shaH be denominated in new francs.
Treasury bonds issued in French Somaliland shaH, however, continue to
be denominated in local currency.
Art. 10. The Prime Minister, the Minister of Finance and the Secretary
of State for Finance shaH be responsible for the enforcement of this Decree,
which shaH be published in the Journal Officiel.
------

--- --- - - - ----- - - - -------

a

Algeria introduced the dinar as its monetary unit by virtue of Law
No. 64- 1 1 1 of April 1 0 , 1 964, Art. 2 of which defines the dinar as equivalent
to 1 80 milligrams of fine gold ( that is, the same value as that of the French
franc) .

The Decree on the New Monetary Unit, 1962 1
Art. I. On and after a date to be fixed by order of the Minister
Finance, the French monetary unit established by the Ordinance
December 27, 1 958, which has retained the name of franc by virtue
Article 1 of the Decree of December 22, 1 959, shall cease to be referred
by the term "new franc." Its symbol shaH be F.

of
of
of
to

Art. 2. The franc shaH be divided into 100 centimes.
1 Decret No 62- 1 320 du 9 novembre 1962 relatif a la nouvelle unite mone
taire instituee par !'ordonnance N° 58-1341 du 27 decembre 1958 (Decree
No. 62-1 3 2 0 of November 9, 1 962 Concerning the New Monetary Unit
Established by Ordinance No. 58-1341 of December 27, 195 8 ) .
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Art. 3. When it becomes necessary, on and after the date referred to in
Article 1, to refer to the monetary unit that was in circulation before
January 1 , 1 960, this monetary unit shall be referred to by the term "old
franc."
Art. 4. On and after the date referred to in Article 1 , liabilities that may
be incurred as well as the sales prices of all products and of all services
shall be denominated in "francs" and "centimes"; liabilities incurred on
and after January 1, 1 960 that are denominated in new francs shall be
settled ipso iure in "francs" and "centimes" at their nominal amount;
liabilities incurred before January 1, 1 960 shall be settled without further
consideration in "francs" and "centimes" at one hundredth of their nominal
amount.
Art. 5. Notes of the Bank of France of the type currently in circulation
shall continue to be legal tender; those denominated in the monetary unit
that was in circulation before January 1, 1960 and that do not bear the
inscription "new franc" shall continue to be accepted in payment for one
hundredth of their nominal value.
Art. 6. The Prime Minister and the Minister of Finance shall be respon
sible for the implementation of this Decree, which shaH be published in the
Journal Officiel.

The Order on the New Monetary Unit, 1962 1
Art. I. The date referred to in Article 1 of Decree No. 62-1 320 of
November 9, 1 962 concerning the new monetary unit is hereby fixed as
January 1, 1963.
On and after that date the French monetary unit shall be referred to by
the term "franc."
Art. 2. Government bond, note and stock certificates denominated in
francs pursuant to Decree No. 62- 1 320 of November 9, 1962 shaH have
printed on them in the original, a mention of their year of issue. The same
mention, printed in the original, shall appear on each coupon attached to
the securities.
Art. 3. This Order shall be published in the Journal Officiel.

1 An·ete du 9 novembre 1 962 (Order of November 9, 1962 ) , issued by
the Minister of Finance in reference to, and implementation of, Decree
No. 59-1450 of December 22, 1 959, Decree No. 62- 1 320 of November 9,
1 962, and Ordinance No. 58- 1 3 4 1 of December 27, 1 95 8 (see above,
pp. 237-238, 238-239, and 236, respectively.
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The Bretton Woods Agreements Law, 1945 1
Art. I. The Government is authorized to adhere to the two agreements
relating to an International Monetary Fund and an International Bank for
Reconstruction and Development, which constitute respectively Annex A
and Annex B of the Final Act of the United Nations Financial and Monetary
Conference held in Bretton Woods from July 1 to July 22, 1 944, and whose
translation is annexed to the present Law.
Art. 2. The Minister of Finance is authorized to pay to the International
Monetary Fund from the resources of the Treasury :

( 1 ) The amount of the subscription of the French Government, in con
formity with Article Ill, Sections 3 ( a ) and 4 ( a ) , of the Agreement
relating to the Fund;z
( 2 ) Should it be necessary, and in conformity with Article IV, Sec
tion 8 ( b ) and (d) , of the Agreement relating to the Fund, the amount
needed to compensate the reduction in the gold value of the Fund's
holdings of French currency;
( 3 ) The service charge due to the Fund, in conformity with Article V,
Section 8, of the Agreement relating to the Fund;
( 4) Should it be necessary, the amounts due to the Fund in case of
withdrawal from the Fund of the French Government, in conformity
with Schedule D of the Agreement relating to the Fund; or in case of
liquidation of the Fund's liabilities, in conformity with Schedule E
of the Agreement; or in case of failure or default of the depositories
of the amount of francs designated by the French Government, in
conformity with Article XIII, Section 3, of the Agreement.
Art. 3. The amount that the Fund shall pay to the French Government
in conformity with the Agreement relating to the Fund and Annexes to the
Agreement shall be paid to the Treasury.
Art. 4. The Minister of Finance is authorized to pay, from the resources

1 Loi No 45-0 13 8 du 26 decembre 1945 relative a la creation d'un Ponds
monetaire international et d'une Banque internationale pour la Reconstruc
tion et le Developpement (Law No. 45-0 1 3 8 of December 26, 1945 Concern
ing the Establishment of an International Monetary Fund and an Inter
national Bank for Reconstruction and Development) .
2 France's initial quota in the Fund, US$450 million, was increased to
US$525 million with effect from January 14, 1 947. Subsequently, it was
increased to US$787.5 million with effect from September 17, 1959, and
to US$985 million with effect from August 17, 1 966 (pursuant to Resolu
tions of the Board of Governors of the Fund Nos. 14-1 and 20-6, respec
tively) . Also, France is a participant in the Fund's General Arrangements
to Borrow, for amounts not exceeding F 2,7 15,38 1 ,428 (equivalent to
US$550 million) ; see Appendix VI, below.
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of the Treasury, to the International Bank for Reconstruction and
Development :
( 1 ) The amount of the subscription of the French Government, as well

as, should it be necessary, the amount needed to compensate the
reduction in the gold value of the said amount, in conformity with
Article II, Sections 3 to 9 inclusive, of the Agreement relating to the
Bank;
( 2 ) Should it be necessary, the amounts due to the Bank in case of
withdrawal from the Bank of the French Government, in conformity
with Article VI, Section 4(c) (iv ) , of the Agreement relating to the
Bank.
Art. 5. The amount that the Bank shall pay to the French Government
in conformity with the Agreement relating to the Bank shall be paid to the
Treasury.
Art. 6. The Minister of Finance is authorized to create and remit to the
Fund in conformity with Article Ill, Section 5 , of the Agreement relating
to the Fund, and to the Bank in conformity with Article V, Section 12, of
the Agreement relating to the Bank, in place of any part of its currency to
be paid in respectively to the Fund and the Bank, Treasury bonds or obliga
tions which do not bear interest and are payable on demand.
Art. 7. The Fund and the Bank shall enjoy the status, immunities and
privileges set forth in Article IX of the Agreement relating to the Fund and
Article VII of the Agreement relating to the Bank.

[The Articles of Agreement of the Fund and of the Bank, which were pub
lished in French in the Journal Officiel as A nnexes to the Law, have been
omitted here.]

ANNEXES

Order of September 23, 1965 1
Art. I. Upon prior approval, the Bank shall accept for discounting
paper issued in accordance with statutory requirements representing credits
running for not more than two years and granted for one of the following
purposes :

(a) Making improvements, acquiring equipment used for business pur
poses and buying certain other goods on installment;
1

Issued by the General Council of the Bank of France.
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( b ) Selling merchandise for export and manufacturing goods on order
or prior contract.
Credits for the prefinancing of foreign or French orders may be
extended beyond a term of two years if unusual technical reasons
and requirements inherent in the execution of a project or the
production of manufactured goods necessitate it.
(c) Financing, on behalf of the developer, the construction of buildings
to be used primarily as housing and intended for sale.
If in addition the developer has obtained a special rediscountable
loan from the Entrepreneur Bank [Comptoir des Entrepreneurs] or
from the Mortgage Loan Bank [Credit Foncier], the total duration
of such a loan and of the credit granted to the developer shall not
exceed five years.
Art. 2. Paper referred to in Article 1 above shall be issued and dis
counted on customary terms. The Bank may grant renewal, with or without
interruption, for three months at a time, for the duration of the credit to
be mobilized.
Art. 3. The Bank shall accept for discounting paper issued in accordance
with statutory requirements representing credit granted, with its prior
approval, for a period of not more than five years, if the credit is:

(a) Intended to facilitate the financing of liabilities arising from foreign
trade transactions guaranteed by the Government pursuant to Law
49-874 of July 5, 1 949 (Articles 1 5 through 1 8 ) supplemented by
Law 50- 1 4 1 of February 1, 1 950 (Article 7 ) , and extending over a
period of more than two years;
( b ) Granted directly by the Entrepreneur Bank [Comptoir des Entre
preneurs] or the Mortgage Loan Bank of France [Credit Foncier de
France] as part of the obligations incumbent on them by virtue of
laws or regulations, especially the Laws of September 12, 1940;
October 28, 1 946; and July 2 1 , 1 950; and the Decree of August 9,
1953.
Subject to the provision of Articles 6 and 7, the Bank shall accept for
discounting all paper representing the above credits and maturing within
five years of the Bank's approval.
Art. 4. Subject to the provisions set forth in Article 5, the Bank shall
accept for discounting paper issued in accordance with statutory require
ments representing credit granted with its prior approval for not more than
seven years and intended for one of the following purposes:

( a ) Expanding the means of production of an enterprise;
( b ) Building construction.
Such credits may not be granted to developers to finance the construction
of housing intended for sale.
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The present Article shall not be applicable to credits referred to under
Article 3 ( b ) .
Art. 5 . Paper representing credits referred to i n Article 4 above shall
be eligible :

At the discount rate, with respect to the amount corresponding to that
part of the credit falling due at the end of two years;
At the discount rate plus an additional charge fixed by the Governor,
with respect to the amount corresponding to that part falling due
at the end of the third year.
Paper representing advance credits [credits d'anticipation] on deferred
construction loans [prets difjeres a la construction] shall be eligible for
discounting within fixed limits corresponding to the aforementioned terms.
Art. 6. Paper referred to in Articles 3 and 4 above shall bear three
signatures other than that of the recipient of the credit and may be dis
counted only by public credit institutions that have been authorized for this
purpose by the Governor. The Bank may grant renewal, with or without
interruption, for three months at a time, within the term up to which the
paper is eligible.

Art. 7. The Bank may in certain cases permit the starting point of the
duration of the credits referred to in Articles 1 , 3 and 4 to come after the
date of the decision opening the credit.
Art. 8. The present Order shall be applicable from January 1 , 1 966, on
which date it shall replace the Order of August 5, 1 965, except with regard
to credits that have been subject to a prior rediscount agreement. The
latter shall continue to be governed by the provisions currently in force.

Order of October 18, 195 1 1
Art. I. In addition to the terms it has prescribed for their obligations,
the Bank of France may authorize the transferors to pledge temporarily,
as collateral, commercial paper fulfilling statutory requirements, which they
must redeem within an agreed period.
Art. 2. The temporary facilities provided for in Article 1 may not exceed
a maximum fixed by the Governor in respect of the limit on the obligations
of the transferors.
Art. 3. An additional agio, at a rate fixed by the General Council, shall
be charged on collateral advances granted under the terms of Article 1.
1

Issued by the General Council of the Bank of France.
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The Monetary Law, 1936 1
TITLE I. MONETARY PROVISIONS
Art. I . Application of the provisions contained in Articles 2 and 3 of
the Monetary Law of June 25, 1928 is hereby suspended.
Art. 2. The new gold content of the franc, the French monetary unit,
shall be fixed at a later date by a decree of the Council of Ministers.
The terms of convertibility into gold of notes of the Bank of France shall
also be fixed by a decree of the Council of Ministers.
Art. 3. Until the enactment of the first decree provided for in the
preceding Article, it shall be the function of an Exchange Stabilization Fund
to regulate the relationship between the franc and foreign currencies.
The Exchange Stabilization Fund shall be administered by the Bank of
France on behalf of, and under the responsibility of, the Treasury. It shall
operate in accordance with orders issued by the Governor of the Bank of
France within the framework of general directives issued by the Minister of
Finance.
The Bank of France shall be empowered to engage in the purchase and
sale of gold and foreign exchange with the Exchange Stabilization Fund.
1 Loi monetaire du 1 octobre 1936 ( Monetary Law of October 1 , 1 93 6 ) .
A s amended through November 1, 1 965.

Agreement of June 27, 1949 1
The following has been agreed and ordered:
Art. I. Pursuant to the second paragraph of Article 20 of the Law of
March 8, 1 949, a reconciliation of the operations of the Exchange Stabiliza
tion Fund as at December 3 1 , 1 948 shall be undertaken. As part of this
reconciliation the Treasury shall take on all losses suffered by the Exchange
Stabilization Fund from the time of its establishment up to December 3 1 ,
1948. Such losses shall be offset b y advances granted by the Treasury to
the Exchange Stabilization Fund up to that date.
Under the reconciliation thus arrived at, the Treasury shall take on the

M. Maurice Petsche, Ministre des
1 Convention entre les soussignes :
Finances, agissant au nom de l'Etat, d'une part, et M. Wilfrid Baumgartner,
Gouverneur de la Banque de France, dument autorise par deliberation du
Conseil General de la Banque en date du 27 juin 1949, d'autre part (Agree
ment between the undersigned : Mr. Maurice Petsche, Minister of Finance,
acting on behalf of the Government, on the one hand, and Mr. Wilfrid
B aumgartner, Governor of the Bank of France, duly authorized by a decision
of the General Council of the Bank dated June 27, 1 949, on the other) .
The Agreement was approved by a Law of July 22, 1 949.
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equivalent value of liabilities contracted abroad pursuant to the Agreement
of November 17, 1 947.
Art. 2. The Exchange Stabilization Fund's liquid assets shall henceforth
be kept exclusively on current account at the Bank of France.
The Exchange Stabilization Fund's franc requirements shall be met by
interest-free advances from the Bank of France.
Art. 3. Beginning with June 30, 1 949, the Bank of France shall draw up
at the end of each six months a profit and loss account for the Exchange
Stabilization Fund.
Within one month at the latest, losses or profits determined in this
manner shall, in conformity with the provisions of the first paragraph of
Article 20 of the Law of March 8, 1 949, be debited or credited to the
Treasury's account on the books of the Bank of France.
Art. 4. Any losses or profits resulting from the Bank of France's purchase
of gold or foreign exchange pursuant to the last paragraph of Article 3 of
the Monetary Law of October 1, 1 9 3 6,2 shall, when applicable, be included
in the Exchange Stabilization Fund's half-yearly settlements with the
Treasury provided for in Article 3 of the present Agreement.
Art. 5. The present Agreement shall be exempt from stamp taxes and
registration fees.

2 See above, p. 244.
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Officiel of July 26, 1 966; pursuant to Art. 509, the Jaw was, for the
most part, to enter into force on February 1, 1 967.
Loi du 7 mars 1925 tendant a instituer des societes a responsabilite
limitee (providing for the establishment of limited liability com
panies) .
See also section entitled "France" in Jura Europae: Droit des socihes;
Gesellschaftsrecht (Berlin, Munich, and Paris, 1 964-, loose-leaf;
bilingual edition in French and German) , vol. I.
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Publication of Statutes and Regulations

Federal laws are published in the Bundesgesetzblatt (Federal
Law Gazette ) , which is divided into three parts : Part I contains
the texts of laws and ordinances ; Part 11 contains the texts of
treaties, international agreements, and related measures ; Part Ill
sets forth the consolidated texts of the laws in force, systematically
arranged by subject matter. The Bundesanzeiger ( Federal Journal
or Advertiser) contains other measures (Rechtsvorschriften ) of
general interest. A consolidated index, Fundstellen der Bundesge
setzgebung ( Sources of Federal Law) is published as a supplement
(Beilage) to Part I of the Bundesgesetzblatt. This index covers
the laws and ordinances published in the Bundesgesetzblatt and
the measures published in the Bundesanzeiger.
For a listing of unofficial loose-leaf collections of laws relating to
banking and negotiable instruments, see the Bibliographical Note,
pp. 298 and 299, below.
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The Law Concerning the Deutsche Bundesbank, 1957 1
NoTE : -The Deutsche Bundesbank ( German Federal Bank)
is governed by the Law Concerning the Deutsche Bundesbank of
July 26, 1 957. This Law supersedes the pre-existing central bank
regime, which was based primarily on the Law for the Establish
ment of a Bank deutscher Uinder (Bank of the German States )
of February 1 8, 1 948.2

SECTION I.-ESTABLISHMENT, LEGAL FoRM AND FUNCTIONS
Art. I. Establishment of the Deutsche Bundesbank.-The Land
Central Banks and the Berlin Central Bank shall be merged with the Bank
deutscher Uinder. The Bank deutscher Uinder shall become the Deutsche
Bundesbank."
Art. 2. Legal form, original capital and seat The Deutsche Bundes
bank shall be an autonomous Federal institution and a legal person under
public law. Its original capital of two hundred and ninety million
deutsche mark shall be the property of the Federation. The Bank shall
have its seat at the seat of the Federal Government; so long as this is not
in Berlin, the seat of the Bank shall be in Frankfurt am Main.
.-

1 Gesetz iiber die Deutsche Bundesbank of July 26, 1 957 as amended
through July 3 1 , 1 966. For the official German text, see Bundesgesetzblatt,
1 957, Part I, pp. 745 ff. In the version published here, the word Section
corresponds to the German word A bschnitt and the word Article (Art.) to
the sign §.
2 For an English version of the 1 948 law, together with an explanatory
note, see Federal Reserve Bulletin (Washington) , March 1 948, pp. 279-283.
On the liquidation of the Deutsche Reichsbank, see Gesetz iiber die Liquida
tion der Deutschen Reichsbank und der Deutschen Golddiskontbank of
August 2, 1 9 6 1 (Bundesgesetzblatt, 1 96 1 , Part I, p. 1 1 65 ) .
• B y virtue of this Article, the Land Central Banks (Landeszentralbanken)
were merged ( verschmolzen) with the Berlin Central Bank and the B ank
deutscher Lander and were thereby transformed into a unitary bank, the
Deutsche Bundesbank. However, as evidenced by Art. 8 ( 1 ) and other
provisions of the Law, the Land Central Banks, although they are no longer
legally independent entities, continue to function as Main Offices of the
Bundesbank in each Land enumerated in Art. 8 ( 1 ) .
It is noteworthy that under the present central bank regime the Land
Central Banks have a dual status : In matters in which they act as Main
Offices of the Deutsche Bundesbank, they act as organs of that B ank. But
in matters which are reserved to them under the Law Concerning the
Deutsche Bundesbank, and in matters reserved to them under their respec
tive organic laws, they act in their own name and on their own account.

25 1
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Art. 3. Functions.-The Deutsche Bundesbank, making use of the
powers in the field of monetary policy 4 conferred upon it under this Law,
shall regulate the note and coin circulation and the supply of credit to the
economy with the aim of safeguarding the currency and shall ensure
appropriate payments through banks within the country as well as to and
from foreign countries.
Art. 4. Participations.-The Deutsche Bundesbank shall be authorized
to participate in the B ank for International Settlements and, subject to the
approval of the Federal Government, in other institutions serving the
purposes of a supranational currency policy or facilitating international
payments and credit transactions or otherwise useful to the Bundesbank
in discharging its functions.
4

SECTION H.-ORGANIZATION
Art. 5. Organs of the Deutsche Bundesbank.-The organs of the
Deutsche Bundesbank shall be the Central Bank Council [Zentralbankrat]
(Article 6 ) , the Directorate [Direktorium] (Article 7 ) , and the Boards of
Management [Vorstiinde] of the Land Central Banks (Article 8 ) .
Art. 6 . The Central Bank Council.-( 1 ) The Central Bank Council
shall determine the monetary and credit policies of the Bank. It shall lay
down general directives for the conduct of business and administration and
shall delimit the responsibilities of the Directorate and of the Boards of
Management of the Land Central B anks in accordance with the provisions
of this Law. The Council may also, in individual cases, issue instmctions
to the Directorate and to the Boards of Management of the Land Central
Banks.

( 2 ) The Central Bank Council shall consist of the President and the
Vice-President of the Deutsche Bundesbank, the other members of the
Directorate, and the Presidents of the Land Central Banks.
( 3 ) The Central Bank Council shall meet under the chairmanship of
the President or the Vice-President of the Deutsche Bundesbank. It shall
take its decisions by a simple majority of the votes cast. The By-Laws
shall lay down any other conditions governing the taking of decisions.
The By-Laws may provide that members of the Central Bank Council who
are prevented from attending meetings for a prolonged period shall be
represented by deputies.
4 The German version refers in Art. 3 to wiihrungspolitische Befugnisse
rather than to "powers in the field of monetary policy," and in Art. 4 to
iibernationaler Wiihrungspolitik, an expression which is rendered here as
"supranational currency policy." The term Wiihrung, as such or in combi
nation with other terms, is frequently used to cover both domestic and
foreign aspects of currency. For this reason, Wiihrungspolitik is broader in
scope than "monetary policy" in the sense in which the latter term is
frequently used by monetary technicians.
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Art. 7. Directorate.-( ! ) The Directorate shall be responsible for the
implementation of the decisions taken by the Central B ank Council. It
shall manage and administer the Bank, except in matters coming within
the competence of the Boards of Management of the Land Central Banks.
More particularly, the following business shall be reserved for the Directo
rate:

1. transactions with the Federation and its Special Funds;
2. transactions with credit institutions which have central functions for
the whole of the Federal territory;
3. foreign exchange transactions and transactions with foreign countries;
4. open market transactions.
( 2 ) The Directorate shall consist of the President and the Vice-President
of the Deutsche Bundesbank and of not more than eight further members.
The members of the Directorate must possess special professional
qualifications.
( 3 ) The President and the Vice-President as well as the other members
of the Directorate shall be appointed by the President of the Federal
Republic on the proposal of the Federal Government. The Federal
Government shall consult the Central Bank Council before making its
proposals. The members shall be appointed for eight years, or in exceptional
cases for a shorter period, but not less than two years. All appointments
and retirements shall be published in the Bundesanzeiger.
( 4) The members of the Directorate shall hold office under public law.
Their status in relation to the Bank, in particular regarding salaries,
pensions, and surviving dependents' allowances, shall be regulated by
contracts concluded with the Central Bank Council. Such contracts shall
be subject to the approval of the Federal Government.
( 5 ) The Directorate shall meet under the chairmanship of the President
or the Vice-President of the Deutsche Bundesbank. It shall take its
decisions by a simple majority of the votes cast. In the event of a tie,
the chairman shall have the casting vote. The By-Laws shall lay down
any other conditions governing the taking of decisions. The By-Laws
may provide that specific decisions require a unanimous vote or some other
majority of votes.
Art. 8. Land Central Banks.-( 1 ) The Deutsche Bundesbank shall
maintain a Main Office in each Land. The Main Offices shall be designated
as the "Landeszentralbank in Baden-Wiirttemberg, in Bayern, in Berlin, in
Bremen, in der Freien und Hansestadt Hamburg, in Hessen, in Nieder
sachsen, in Nordrhein-Westfalen, in Rheinland-Pfalz, im Saarland, in
Schleswig-Holstein," respectively.

( 2 ) The Board of Management of each Land Central Bank shall
conduct all transactions and administrative business within the area for
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which the Main Office concerned is competent. More particularly, the
following business shall be reserved to the Land Central Banks :
1 . transactions with the Land and with public administrations in the
Land;

2. transactions with credit institutions within their area of competence,

except such transactions as are reserved to the Directorate under
Article 7 ( 1 ) , item 2.

( 3) The Board of Management of each Land Central Bank shall
consist of the President and the Vice-President. The By-Laws may permit
the appointment of one or two additional members of the Board of Manage
ment and may lay down regulations governing the taking of decisions by
Boards of Management. The members of the Boards of Management
must possess special professional qualifications.

( 4) The Presidents of the Land Central Banks shall be appointed by
the President of the Federal Republic on the proposal of the Bundesrat.
The Bundesrat shall make its proposals on the basis of a recommendation
of the authority competent under Land legislation, and after consulting the
Central Bank Council. The Vice-Presidents and the other members of
the Boards of M anagement shall be appointed by the President of the
Deutsche Bundesbank on the proposal of the Central Bank Council. The
members of the Boards of Management shall be appointed for eight years,
or in exceptional cases for a shorter period, but not less than two years.
All appointments to and terminations of office shall be published in the
Bundesanzeiger.
( 5 ) The members of the Board of Management shall hold office under
public law. Their status in relation to the Bank, in particular regarding
salaries, pensions and surviving dependents' allowances, shall be regulated
by contracts concluded with the Central B ank Council. Such contracts
shall be subject to the approval of the Federal Government.
Art. 9. Advisory Boards at the Land Central Banks.-( 1 ) At each
Land Central Bank there shall be an Advisory Board which shall consult
with the President of the Land Central Bank on questions of monetary and
credit policies, and with the Board of Management of the Land Central
Bank on the execution of the tasks incumbent on the latter within its area.

( 2 ) The Advisory Board shall consist of not more than ten members
who should be specially familiar with credit matters. Not more than half
of the members should be chosen from the various branches of the credit
business, and the other members from industry, commerce and agriculture
and from among wage earners and salaried employees.
( 3 ) The members of the Advisory Board shall be appointed for a period
of three years by the President of the Deutsche Bundesbank on the proposal
of the respective Land Government and after consulting the Board of
Management of the Land Central Bank concerned.
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( 4) The President of the Land Central Bank or his deputy shall act as
chairman at meetings of the Advisory Board. The appropriate Land
Ministers �hall be afforded the opportunity of attending meetings of the
Advisory Board. They may require a meeting of the Advisory Board to
be convened. In all other respects the proceedings of the Advisory
Board shall he regulated by the By-Laws.

Art. 10. Branch estah/ishmcllls.--The Deutsche Bundesbank shall be
authorized to maintain branch establishments (Main Branches and Branches).
Each Main Branch shall be directed by two managers who shall be
responsible to the appropriate Land Central Bank. Each Branch shall be
directed by one manager who shall be responsible to the appropriate Main
Branch.

Art. 1 1 . Representation.-( 1 ) The Deutsche Bundesbank shall be
represented in and out of court by the Directorate; in the area of competence
of a Land Central Bank, it shall also be represented by the latter's Board
of Management, and within the area of a Main Branch, also by the
managers thereof. Article 3 1 (2) and Article 4 1 ( 4) shall not be affected
by this provision.
( 2 ) Declarations of intent shall commit the Deutsche Bundesbank if
made by two members of the Directorate or of the Board of Management
of a Land Central Bank or by two managers of a Main Branch. Such
declarations may also be made by authorized representatives appointed by
the Directorate or, in the area of competence of a Land Central Bank, by
the latter's Board of Management. A declaration of intent to be made to
the Bank shall be legally effective if made to any one person authorized to
represent the Bank.
( 3) Authority to represent the Bank may be proved by a certification
signed by a notarial official of the Deutsche Bundesbank.
( 4) Actions against the Deutsche Bundesbank which relate to the
business of a Land Central Bank or of a Main Branch may also be brought
at the Court having jurisdiction in respect of the seat of the Land Central
Bank or the Main Branch concerned.
SECTION 1 11.-FEDERAL GOVERNMENT AND BUNDESBANK

Art. 12. The Bank's relationship to the Federal Government. The
Deutsche Bundesbank shall be obliged insofar as is consistent with its
functions, to support the general economic policy of the Federal Govern
ment. In the exercise of the powers conferred on it under this Law it shall
not be subject to instructions from the Federal Government.
-

Art. 13. Cooperation.-( 1 ) The Deutsche Bundesbank shall advise
the Federal Government on matters of primary importance in the field of
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monetary policy and shall upon request furnish information to the Federal
Government.
( 2 ) The members of the Federal Government shall be entitled to take
part in the deliberations of the Central Bank Council. They shall have
no vote, but may make motions. At their request the taking of a decision
shall be deferred, but for not more than two weeks.
( 3 ) The Federal Government shall invite the President of the Deutsche
Bundesbank to participate in its deliberations on matters of importance
in the field of monetary policy.
SECTION IV.-PowERs IN THE FIELD oF MoNETARY PoLicY
Art. 14. Note issue.-( 1 ) The Deutsche Bundesbank shall have the
exclusive right to issue bank notes in the area to which this Law applies.
Its notes shall be expressed in deutsche mark. They shall be the sole unlim
ited legal tender. Notes for amounts of less than ten deutsche mark
may only be issued in agreement with the Federal Government. The
Deutsche Bundesbank shall give public notice of the denominations and
distinguishing characteristics of the notes which it issues.

( 2 ) The Deutsche Bundesbank may call in notes for withdrawal. Notes
called in shall cease to be legal tender upon expiry of the period for
exchange fixed in the notice of call.
( 3 ) The Deutsche Bundesbank shall not be under any obligation to
replace notes destroyed, lost, forged or falsified, or having ceased to be
legal tender. The Bank shall replace mutilated notes if the holder either
presents fragments of a note which taken together are larger than half
the note or submits proof that the remainder of the note of which he
presents only one half or a smaller portion has been destroyed.
Art. 15. Discount, credit, and open market po licies.-For the purpose
of influencing the circulation of money and the supply of credit, the
Deutsche Bundesbank shall from time to time fix the interest and discount
rates to be applied to its transactions and shall determine the principles
governing its credit and open market operations.
Art. 16. Minimum reserve policy.-( 1 ) For the purpose of influencing
the circulation of money and the supply of credit, the Deutsche Bundesbank
may require the credit institutions to maintain with it, on giro account,
balances (minimum reserve ) equal to a specified percentage of their
liabilities arising from sight, time and savings deposits and from short
and medium-term borrowings, with the exception of liabilities to other
credit institutions required to maintain minimum reserves. The rates fixed
by the Bank shall not exceed thirty per cent for sight liabilities, twenty
per cent for time liabilities, and ten per cent for savings deposits. Within
these limits the B ank may fix the rates at various levels in accordance
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with general principles, in particular for individual groups of institutions,
and may exclude certain liabilities from the computation. In the case of a
credit institution as defined in Article 53 of the Banking Law, a net
liability on intercompany account shall likewise be deemed to be a
liability in respect of sight deposits within the meaning of sentence 1 .
( 2 ) The average monthly balance o f a credit institution with the
Deutsche Bundesbank ( actual reserve) must not be less than the percentages,
fixed in accordance with paragraph ( 1 ) , of the monthly average of that
institution's liabilities subject to the reserve requirement (required reserve) .
The Bank shall issue detailed regulations concerning the computation and
establishment of the actual reserve and of the required reserve.
( 3 ) On the amount by which the actual reserve falls short of the
required reserve the Deutsche Bundesbank may charge a special interest
rate of up to three per cent above the current rate for advances against
securities. The special interest rate will not be charged where the shortfall
was due to unforeseeable circumstances and thus unavoidable, or where the
credit institution concerned has gone into liquidation. The Deutsche
Bundesbank shall report any substantial or repeated shortfall to the Bank
Supervisory Authority.

( 4) Agricultural credit cooperatives which are members of a regional
central institution and maintain no giro account with the Deutsche Bundes
bank may keep their minimum reserves with their central institution; the
latter shall maintain balances in an equal amount at the Deutsche Bundes
bank.
( 5 ) The minimum reserves to be maintained under this Law shall be
counted toward the liquidity reserves to be maintained under other laws."
Art. 1 7. Directive governing deposits.-The Federation, the Equalization
of Burdens Fund, the European Recovery Program Special Fund and the
Liinder shall deposit their liquid funds, including cash resources earmarked
for special purposes in the budget, with the Deutsche Bundesbank on giro
account. Deposit or investment in any other manner shall require the
approval of the Bundesbank, which shall, however, give due consideration
to the interest which the Liinder have in maintaining their State and Land
B anks.
Art. 18. Statistical reporting.-For the purpose of discharging its func
tions, the Deutsche Bundesbank shall be authorized to instruct all credit
institutions to prepare statistics on banking and monetary matters for collec
tion by the Bundesbank. Articles 7, 10 and 1 2 ( 1 ) of the Law on Statistics
for Federal Purposes shall be applicable as appropriate. The Deutsche
Bundesbank may publish the results of the statistics for general purposes.
Such publications must not contain any individual data. Persons entitled
under Article 1 3 ( 1 ) to receive information may be given individual data

' See Notice No. 1 162, below, pp. 29 1-293.
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only if and insofar as this is provided for in the instructions regarding
statistics.
SECTION V.-SPHERE OF OPERATIONS
Art. 19. Transactions with credit institutions.-( ! ) The Deutsche
Bundesbank may engage in the following transactions with credit institutions
in the area to which this Law applies :

1. Purchase and sell bills of exchange and checks backed by three
parties known to be solvent; the third signature may be dispensed
with if the security of the bill or check is guaranteed in some other
way; the bills must be payable within three months from the date
of purchase; they should be good commercial bills.
2. Purchase and sell Treasury bills issued by the Federation, by one of
the Federal Special Funds specified in Article 20 ( 1 ) , item 1, or by
a Land, and payable within three months from the date of purchase.
3. Grant interest-bearing loans against collateral ( advances on securities)
for a period not exceeding three months; such loans may be granted
against:
( a ) bills of exchange meeting the requirements stated in item 1, up
to a maximum of nine tenths of their nominal value,
( b ) Treasury bills meeting the requirements stated in item 2, up
to a maximum of nine tenths of their nominal value,
( c ) non-interest-bearing Treasury bonds maturing within one year
from the date of the loans, up to a maximum of three fourths of
their nominal value,
(d) fixed-interest-bearing bonds and claims on the Federal Debt
Register [Schuldbuchforderungen] issued or payable by the
Federation, by any of the Federal Special Funds or by a Land,
up to a maximum of three fourths of their quoted value,
( e ) other fixed-interest-bearing bonds and claims on the Federal
Debt Register specified by the Bank, up to a maximum of three
fourths of their quoted value,
(f) equalization claims [Ausgleichsforderungen] entered in the
Federal Debt Register in accordance with Article 1 of the
Law on the Redemption of Equalization Claims, up to a
maximum of three fourths of their nominal value.
If there is no stock exchange quotation for any one of the securities
referred to under (d) and ( e ) , the Bank shall value that security
according to the possibilities of realization. In the event of default
of a debtor under an advance on securities, the Bank shall be
authorized to put the pledge up to auction through one of its own
officials or through an official authorized to hold auctions, or, if the
object pledged has a stock exchange or market price, to sell it at the
current price through one of these officials or through a broker and
to reimburse itself out of the proceeds for costs, interest and
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principal; the Bank shall retain this right even against other creditors
and against the estate of a debtor in bankruptcy.
4. Accept non-interest-bearing giro deposits.
5. Accept objects of value, in particular securities, for safe custody
and administration; the Bank may not exercise any voting rights
attaching to the securities held in safe custody or administered by it.
6.

Receive checks, bills of exchange, payment orders, securities and
interest coupons for collection, and after collection effect payment
of the proceeds, unless the Bank should mle otherwise regarding the
crediting of the proceeds in the case of checks and payment orders.

7. Transact other banking operations in accordance with instructions
received, subject to cover being provided.
8. Purchase and sell means of payment expressed in foreign currency,
including bills of exchange and checks, claims and securities, as well
as gold, silver and platinum.
9. Transact any banking business with foreign countries.

( 2 ) As regards the transactions specified in paragraph ( 1 ) , items 1 to
3, the Bundesbank shall apply its discount rates and its rates for advances
on securities.
Art. 20. Transactions with public entities.-( 1 ) The Deutsche Bundes
bank may engage in the following transactions with public entities :

1 . Grant short-term credits in the form of book and Treasury bill
credits ( cash advances) to the Federation, to the Federal Special
Funds as listed below, and to the Uinder. The maximum limit of
the cash advances including such Treasury bills as the Deutsche
Bundesbank has purchased for its own account or to the purchase
of which it has committed itself shall amount:
(a) in the case of the Federation, to three thousand million deutsche
mark,
( b ) in the case of the Federal Railways, to four hundred million
deutsche mark,
( c ) in the case of the Federal Postal Administration, to two hundred
million deutsche mark,
(d) in the case of the Equalization of Burdens Fund, to two
hundred million deutsche mark,
( e ) in the case of the European Recovery Program Special Fund,
to fifty million deutsche mark,
(f) in the case of the Uinder, to twenty deutsche mark per inhabit
ant according to the latest official census; for Land Berlin and
for the Free and Hanseatic Cities of Bremen and Hamburg,
an amount of forty deutsche mark per inhabitant shall be used
as the basis of computation.

©International Monetary Fund. Not for Redistribution

260

GERMANY

2. Grant credits to the Federation for the meeting of its commitments
as a member of the following institutions:
(a) the International Monetary Fund, up to four thousand eight
hundred and seventy million deutsche mark,
( b ) the European Fund, up to two hundred and ten million deutsche
mark,
(c) the International Bank for Reconstruction and Development,
up to thirty-five million deutsche mark.
3. Effect the transactions described in Article 1 9 ( 1 ) , items 4 to 9, with
the Federation, the Federal Special Funds, the Uinder and other
public entities; for these transactions the Bank may not charge the
public entities listed in item 1 , above, any expenses or fees.
( 2 ) The public entities listed in paragraph ( 1 ) , item 1, should issue
loans, Treasury bonds and Treasury bills preferably through the Deutsche
Bundesbank; failing this, such issues shall be effected in consultation with
the Deutsche Bundesbank.
Art. 21. Open market operations.-The Deutsche Bundesbank may,
for the purpose of regulating the money market, purchase and sell on the
open market at market prices:

1. bills of exchange meeting the requirements of Article 1 9 ( I ) , item 1 ;
2. Treasury bills and Treasury bonds issued by the Federation, by one
of the Federal Special Funds as listed in Article 20 ( I ) , item 1 , or
by a Land;
3. bonds and claims on the Federal Debt Register [Schuldbuchforder
ungen], provided that the debtors are the institutions listed under
item 2;
4. other bonds admitted to official stock exchange dealings.
Art. 22. Dealings with the public.-The Deutsche Bundesbank may
effect the transactions specified in Article 1 9 ( 1 ) , items 4 to 9, with physical
and legal persons within the country and abroad.
Art. 23. Certification of checks.-( 1 ) The Deutsche Bundesbank may
certify checks drawn on it only after cover has been provided. The Bank,
through certification, assumes an obligation to the holder to pay the check;
it also becomes liable to the drawer and the endorsers for payment.

( 2 ) Payment of a certified check may not be refused even if in the
meantime bankruptcy proceedings have been instituted against the drawer.
( 3 ) The liability arising out of the certification shall lapse if the check
is not presented for payment within eight days after issue. As regards
proof of presentation, Article 40 of the Check Law shall apply.
( 4 ) The claim arising out of the certification shall lapse two years
after expiry of the period for presentation.
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(5) The regulations regarding jurisdiction and procedure in the matter
of bills of exchange shall apply mutatis mutandis to the legal enforcement
of claims arising out of certification.
Art. 24. Lending against and purchase of equalization claims.-( 1 )
Notwithstanding the limitations set out in Article 1 9 ( 1 ) , item 3 , the
Deutsche Bundesbank may grant loans to credit institutions, insurance
companies and building and loan associations against the pledging of
equalization claims within the meaning of Article 1 of the Law on the
Redemption of Equalization Claims, insofar and so long as is necessary
for maintaining the solvency of the pledger.

( 2 ) The Deutsche Bundesbank may purchase equalization claims of the
type specified in paragraph ( 1 ) , subject to the provisions of Article 9 ( 1 )
of the Law on the Redemption of Equalization Claims, insofar and so long
as the resources of the Purchase Fund are not sufficient for this purpose.
Art. 25.
Other transactions.-The Deutsche Bundesbank should
effect transactions other than those authorized in Articles 1 9 to 24 only
for the purpose of carrying out and winding up authorized transactions,
or for internal operational purposes, or for its staff.
SECTION VI.-ANNUAL STATEMENT, DISTRIBUTION OF
PROFITS AND RETURN
Art. 26. A nnual statement.-( ! ) The business year of the Deutsche
Bundesbank shall be the calendar year.

( 2 ) The accounting system of the Deutsche Bundesbank shall conform
to the principles of good bookkeeping. The provisions of company law
shall be applicable mutatis mutandis to the valuations in the annual
balance sheet.
( 3 ) The Directorate shall prepare the annual statement as early as
possible. This statement shall be audited by one or more certified auditors
appointed by the Central B ank Council in agreement with the Federal
Audit Office. The Central Bank Council shall approve the annual state
ment, which shall then be published by the Directorate.
( 4) The auditor's report shall serve as a basis for the audit to be carried
out by the Federal Audit Office. The auditor's report as well as the findings
of the Federal Audit Office thereon shall be communicated to the Federal
Minister of Economics and the Federal Minister of Finance.
Art. 27. Distribution of profits.-The net profit shall be applied in
the following order:

1 . Twenty per cent of the profit or twenty million deutsche mark,
whichever is the higher, shall be transferred to a legal reserve until
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the latter amounts to five per cent of the note circulation; the legal
reserve may only be used to offset depreciation and to cover other
losses; the fact that other reserves may be available for such purposes
shall not preclude the use of the legal reserve.
2. Up to ten per cent of the then remaining part of the net profit may
be used to constitute other reserves; the total of these reserves must
not exceed the amount of the original capital.
3. Forty million deutsche mark, or thirty million deutsche mark from
the business year 1 980 onward, shall be transferred to the fund
constituted under the Law on the Redemption of Equalization
Claims for the purpose of purchasing equalization claims until that
fund is wound up.
4. The remaining amount shall be transferred to the Federation.
Art. 28. Return.-The Deutsche Bundesbank shall publish a return
showing the financial position on the seventh, fifteenth, twenty-third and
last day of each month and containing the following particulars :

I. A s s e t s
Gold
B alances at foreign banks and money-market investments abroad
Foreign notes and coin, foreign bills and foreign checks
Domestic bills of exchange
Claims secured by collateral
Cash advances to
( a ) the Federation and the Federal Special Funds
( b ) the Lander
Treasury bills and non-interest-bearing Treasury bonds
(a) of the Federation and of the Federal Special Funds
( b ) of the Uinder
Securities
Subsidiary coin
Postal check account balances
Equalization claims
Other assets
11. L i a b i I i t i e s

Bank notes in circulation
Deposits of
1. Credit institutions
2. Public depositors
( a ) Federation and Federal Special Funds
( b ) Uinder
( c ) other public depositors
3. Other domestic depositors
4. Foreign depositors
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Liabilities in respect of foreign business
Reserves for specific purposes
Original capital
Reserves
Other liabilities
SECTION Vli.-GENERAL

PROVISIONS

Art. 29. Special status of the Deutsche Bundesbank.-( 1 ) The Central
Bank Council and the Directorate of the Deutsche Bundesbank shall have
the status of the highest Federal authorities. The Land Central Banks
and Main Branches shall have the status of Federal authorities.

( 2 ) The Deutsche Bundesbank and its employees shall enjoy the
privileges accorded to the Federation and its employees in building, housing
and rent matters.
( 3 ) The provisions of the Commercial Code regarding entries in the
Trade Register as well as the provisions relating to membership in the
Chambers of Industry and Commerce shall not apply to the Deutsche
Bundesbank.
Art. 30. Notarial officials.-The President of the Deutsche Bundes
bank may appoint notarial officials for the purposes of Article 1 1 ( 3 ) .
They must be qualified to hold the office of judge.
Art. 31. Status of the officials, salaried employees and wage earners
of the Deutsche Bundesbank.-( 1 ) The Deutsche Bundesbank shall employ
officials, salaried employees and wage earners.

( 2 ) The President of the Deutsche Bundesbank shall appoint the
officials of the Bank, but those in the higher echelons on the proposal of the
Central Bank Council. He may delegate this authority, as regards officials
of the executive, clerical and sub-clerical classes, to the Presidents of
the Land Central B anks. The President of the Deutsche Bundesbank shall
be the supreme administrative organ and in that capacity shall represent
the Bank both in and out of court. He may impose any disciplinary
penalties, except where disciplinary courts are competent, and shall be the
authority empowered to institute formal disciplinary proceedings (Article
29 of the Federal Disciplinary Code) .
( 3 ) The officials of the Deutsche Bundesbank shall be intermediate
Federal civil servants [mittelbare Bundesbeamte]. Unless otherwise pro
vided in this Law, the regulations generally applicable to Federal civil
servants shall apply to the said officials. The entry into force of this Law
shall, in respect of such officia Is, be substituted for the entry into force of
the Federal Civil Service Law.
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( 4 ) Subject to the approval of the Federal Government the Central
Bank Council shall be authorized to regulate the status of the officials and
salaried employees of the Deutsche Bundesbank in Staff Regulations to the
extent that is necessary for the orderly and efficient conduct of the Bank's
business. The Staff Regulations may only provide that :
1. The following provisions of Federal civil service law be modified
in respect of officials of the Bank:
(a) Articles 2 1 , sentence 2, 24, sentence 3, 26( 1 ) , 30(2 ) , 66( 1 ) ,
items 2 and 5 , and 1 1 6( 1 ) , item 3 , of the Federal Civil
Service Law;
( b ) Article 1 5 of the Salary Law of December 1 6, 1 927 (Reichs
gesetzblatt, Part I, page 349 ) in the text valid for the Federal
Republic, to the extent that the Bundesbank grants revocable,
nonpensionable allowances not exceeding thirty per cent of the
basic salary, refunds expenditure incurred for official purposes,
and pays bonuses for special services;
(c) the provisions relating to the granting of subsistence allowances
for civil servants in preparatory service.
2. The officials and salaried employees of the Bank shall be required
to notify the Bank of any business or professional activities carried
on by their spouses.
3. The salaried employees of the Bank
(a) shall, in the same manner as the officials of the Bank, require
prior approval before they can engage in one of the part-time
activities specified in Article 66( 1 ) , items 2 and 5, of the
Federal Civil Service Law;
( b ) shall receive the emoluments specified in item 1 ( b ) above.
( 5 ) The bonuses for special services and the refunds of expenditure
incurred for official purposes, referred to in paragraph ( 4 ) , item 1 ( b ) ,
shall not exceed i n the aggregate one twentieth o f total expenditure on
salaries of officials and salaried employees of the Deutsche Bundesbank.
( 6 ) The Central Bank Council shall, with the approval of the Federal
Government, issue regulations relating to the training and careers of the
officials of the Deutsche Bundesbank. In so doing it may deviate from the
provisions of Federal civil service law regarding the length of the prepara
tory service and probationary periods and regarding the length of the trial
period for promotion within the executive class and for admission to the
administrative class.
Art. 32. Duty of secrecy.-All persons in the service of the Deutsche
Bundesbank shall be pledged to secrecy regarding the affairs, organization
and transactions of the Bank. Even after they have left the service of the
Bank they may not, without permission, make depositions or statements
in or out of court regarding such of the matters mentioned above as have
come to their knowledge during their service with the Bank. Such
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permission shall, so far as the interests of the Bank are involved, be given
to members of the Central Bank Council by that Council and to other
employees of the Bank by the President; for purposes of a court hearing
such permission shall only be withheld when the good of the Federation or
the general interest so requires.
Art. 33. Public announcements.-The Deutsche Bundesbank shall pub
lish in the Bundesanzeiger its announcements intended for the public, in
particular those relating to the calling in of notes and the fixing of interest,
discount and minimum reserve rates, as well as instructions regarding
statistics.
Art. 34. By-La ws.-The By-Laws of the Deutsche Bundesbank shall
be adopted by the Central Bank Council. They shall require the approval
of the Federal Government and shall be published in the Bundesanzeiger.
This shall also apply to amendments of the By-Laws.•
SECTION VIII.-PENAL AND 0TIIER PROVISIONS CONCERNING TIIE
SEIZURE OF FALSE MONEY
Art. 35. Unauthorized issue and use of monetary tokens.-( 1 ) Imprison
ment or a fine of unlimited amount, or both, shall be imposed as a penalty
on :

1 . any person who without authority issues monetary tokens ( stamps,
coins, notes or other documents that are capable of being used as
means of payment instead of the legally authorized coins or bank
notes ) or non-interest-bearing bearer bonds, even if the value of
such tokens or bonds is not expressed in deutsche mark;
2. any person who tenders in payment objects of the kind mentioned
in item 1 which have been issued without authority.
( 2 ) The attempt shall be punishable.
( 3 ) If the act described in paragraph ( 1 ) , item 2, is committed
through negligence, a fine shall be imposed.
Art. 36. Seizure of false money and of monetary tokens or bonds
issued without authority.-( 1 ) The Deutsche Bundesbank and all credit
institutions shall seize any counterfeit or falsified bank notes or coins
( false money) , any bank notes or coins suspected of being false money, as
well as any objects of the kind mentioned in Article 35 and issued without
authority. A receipt shall be given to the party concerned.

( 2 ) False money and objects of the kind mentioned in Article 35 shall,
together with a report, be sent to the police. Credit institutions shall
notify any such action to the Deutsche Bundesbank.
•

The By-Laws are published below, pp. 272-276.
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( 3 ) B ank notes or coins suspected of being false money shall be sub
mitted to the Deutsche Bundesbank for examination. If the Bundesbank
establishes that the bank notes or coins are false, it shall send the false
money, together with a report, to the police and shall notify the credit
institution that seized it.
Art. 37. Confiscation.-( 1 ) Objects of the kind mentioned in Article 35
and issued without authority may be confiscated. If it is impossible to prose
cute or convict any definite person, confiscation may nevertheless be ordered,
provided that all the other relevant conditions exist.

( 2) Objects confiscated in accordance with paragraph ( 1 ) , and false
money confiscated by virtue of Article 1 52 of the Penal Code, shall be held
by the Deutsche Bundesbank. They may be destroyed after a period of
ten years from the date when the judgment ordering confiscation becomes
final if the perpetrator has been discovered, or after a period of twenty
years from such date if the perpetrator has not been discovered.
SECTION IX.-TRANSITIONAL AND FINAL PROVISIONS
Art. 38. Reorganization of the central banking sustem.-( 1 ) The
assets of the Land Central Banks and the Berlin Central Bank, together
with their liabilities, shall be transferred in their entirety to the Bank
deutscher Uinder upon the entry into force of this Law. No charge shall be
made for the amendment of the Land Register. The Land Central Banks
and the Berlin Central Bank shall cease to exist without going into liquida
tion.

( 2 ) With effect from January 1 , 1 957, the liabilities of the Uinder in
respect of equalization claims held by the Land Central Banks in accord
ance with the provisions concerning the Monetary Reform shall be trans
ferred to the Federation, and the liability of Land Berlin in respect of the
bonds held by the Federation in accordance with Article 23 ( 2 ) , sentence
2, of the First Law Concerning the Transfer of Budgetary Liabilities and
Covering Funds to the Federation in the text of August 2 1 , 1 95 1 (Bundes
gesetzblatt, Part I, page 779 ) shall lapse; in the event of the conversion
account of a Land Central Bank being adjusted after the entry into force
of this Law, the Federation shall take over all the obligations and rights
resulting therefrom. The Bank shall pay fifteen million deutsche mark to
Land North Rhine-Westphalia and five million dcutsche mark to Land
Berlin, together with six per cent interest thereon as from January 1 , 1 957,
out of the balance of profit due to the Federation in accordance with
Article 27, item 4. All claims of the Uinder arising from the termination
of their participation in the Land Central Ranks and the Berlin Central
Bank shall thereupon be regarded as settled.
( 3 ) The Bank shall refund to the Lancler the interest paid by them on
equalization claims of the Land Central Banks for the period after January 1 ,
1 957, out of such balance of profit due to the Federation in accordance
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with Article 27, item 4, as is left after the payments provided for in
paragraph (2) have been effected.
( 4) The consequences ensuing from Article 2, sentence 2, in conjunction
with Article 27 shall have effect as from January 1 , 1 957. The opening
balance sheet of the Deutsche Bundesbank shall be drawn up as of that
date, with due regard to the provisions of Article 26.

( 5 ) The notes of the Bank deutscher Uinder that are valid at the entry
into force of this Law shall remain valid as notes of the Deutsche Bundes
bank until they are called in by the Directorate. Unissued notes held in
stock may be issued as heretofore.
Art. 39. Transitional regulations for the organs of the Bundesbank.
( 1 ) Pending the appointment of the first President of the Deutsche Bundes

bank, his duties shall, insofar as they are determined by Articles 6, 8, 9 and
1 3 , be performed by the President of the former Board of Directors of
the B ank deutscher Uinder, and in all other respects by the President of
the former Board of Managers of the B ank deutscher Uinder. The Presi
dent of the Board of Directors of the B ank deutscher Uinder and the Presi
dent of the Board of Managers of the Bank deutscher Uinder shall relinquish
their offices upon the appointment of the President of the Deutsche Bundes
bank without prejudice to their contractual claims.
( 2 ) Pending the appointment of the first Vice-President of the Deutsche
Bundesbank, his duties shall be performed by the Vice-President of the
Board of Managers of the Bank deutscher Uinder. The Vice-President of
the Board of Managers of the Bank deutscher Uinder shall relinquish his
office upon the appointment of the Vice-President of the Deutsche Bundes
bank without prejudice to his contractual claims.
( 3 ) The other members of the former Board of Managers of the Bank
deutscher Uinder shall remain in office as members of the Directorate of
the Deutsche Bundesbank until their contracts expire.
( 4 ) The members of the Boards of Managers of the former Land Central
Banks shall remain in office as members of the Boards of Management of
the Main Offices of the Deutsche Bundesbank until their contracts expire.
Art. 40. Change in the terms of service.-( ! ) Upon the entry into
force of this Law, the officials, salaried employees and wage earners of
the Bank deutscher Uinder, of the former Land Central Banks and of the
Berlin Central Bank shall become officials, salaried employees and wage
earners of the Deutsche Bundesbank. Officials for life or on probation
shall be given the status of civil servants for life or on probation in accord
ance with the Federal Civil Service Law; officials on revocable appointment
shall be given the status of civil servants on revocable appointment in
accordance with the Federal Civil Service Law, except where, on satisfying
the requirement laid down in Article 5 ( 1 ) , item 2, of the Federal Civil
Service Law, they are appointed officials on probation; any difference be-

©International Monetary Fund. Not for Redistribution

268

GERMANY

tween a higher previous salary and the salary due after the entry into force
of this Law shall be compensated by a nonpensionable adjustment allowance
payable until compensation has been achieved by salary increases; increases
as a result of a change in personal status or of a change in the place of
work, as well as general increases in salaries as a result of a change in
economic conditions, shall not be taken into account.
( 2 ) In all other respects the provisions of Chapter 11, Section Ill, of the
Skeleton Law Concerning the Civil Service shall apply. The pension, how
ever, of a temporarily retired official of the Deutsche Bundesbank may not,
for a period of five years, be less than fifty per cent of his pensionable
salary, calculated on the basis of the final grade in his salary group. This
shall not apply to the calculation of surviving dependents' allowances.
( 3 ) Upon the entry into force of this Law, officials retired on pension,
widows, orphans and other recipients of maintenance from the Bank deut
scher Liinder, the former Land Central Banks and the Berlin Central
Bank shall become recipients of maintenance from the Deutsche Bundesbank.
Article 1 80 of the Federal Civil Service Law shall be applied as appropriate,
provided that the entry into force of the present Law shall be substituted
for the entry into force of the Federal Civil Service Law. Article 1 80(4) of
the Federal Civil Service Law shall apply to former officials of the Bank
deutscher Uinder, of the former Land Central Banks and of the Berlin
Central B ank, and to their surviving dependents.
( 4) Paragraph ( 3 ) shall apply mutatis mutandis to officials of the
Deutsche Reichsbank who after May 8, 1 945 were re-employed at an office
of the Deutsche Reichsbank in the territory of the Federal Republic in
accordance with their former status and have retired without having first
been taken into the service of the Bank deutscher Liinder, a former Land
Central Bank or the Berlin Central Bank, as well as to their surviving
dependents.
( 5 ) Claims under the terms of the Federal Laws Concerning Indemni
fication of Public Servants for National Socialist Wrong and Concerning
Indemnification of Public Servants Living Abroad for National Socialist
Wrong, if asserted by persons
1 . who have suffered damage within the sphere of the Deutsche Reichs
bank, or
2. who, being members or former members of the Bank deutscher
Liinder, of the former Land Central B anks or of the Berlin Central
Bank, satisfy the conditions laid down in Article 22 ( 3 ) of the Law
Concerning Indemnification of Public Servants for National Socialist
Wrong,
shall be claims against the Deutsche Bundesbank. This shall not apply in
cases under item 1 above if another employer is liable for indemnification
in accordance with Article 22 ( 3 ) of the aforementioned Law.
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(6) As regards persons who have, or could have, received maintenance
under the Law to Regulate the Status of Persons Coming Within the Pro
of the present Law shall
visions of Article 1 3 1 of the Basic Law: Article
be applicable.

41

( 7 ) Until the entry into force of the provisions of Article 3 1 ( 4) and ( 6 ) ,
or until the expiry o f three years after the entry into force o f this Law,
whichever period is shorter, the regulations issued by the Board of
Directors of the Bank deutscher Uinder regarding qualifying training and
careers of officials, including the rules relating to examinations, as well as
Article 1 ( 3 ) , sentence 1 , Articles 3, 4, 5, 8, 9 and Article 1 0 ( 2 ) of the
Staff Regulations of the Bank deutscher Lander dated November 1 9, 1 954
(Bundesanzeiger, No. 2 3 1 , December 1 , 1954 ) , shall continue to apply; Arti
cle 1 ( 3 ) , sentence 1, however, shall apply with the proviso that the President
of the Deutsche Bundesbank shall have power of decision only in the cases
specified in Article 2 1 , sentence 2, and in Article 24, sentence 3, of the
Federal Civil Service Law.
Art. 41. Status of persons coming within the provisions of A rticle 131
of the Basic Law.-( 1 ) The Deutsche Bundesbank shall be the "appro
priate institution," within the meaning of Article 6 1 of the Law to Regulate
the Status of Persons Coming Within the Provisions of Article 1 3 1 of the
Basic Law,7 in relation to the Deutsche Reichsbank, the Nationalbank fi.ir
Bohmen und Mahren and foreign banks of issue ( Item 19 of Annex A to
Article 2 ( 1 ) of the aforementioned Law ) .

( 2 ) Article 6 2 o f the Law referred t o i n paragraph ( 1 ) shall apply
mutatis mutandis to officials, salaried employees and wage earners of the
Deutsche Reichsbank who were employed in offices of the Deutsche
Reichsbank within the territory of the Federal Republic or of Land Berlin
on May 8, 1 945, and
1 . who lost their office or employment for reasons not covered by
civil service law or by legislation regarding collective agreements
and have not yet been given employment again in accordance with
their former status, or
2. who before the entry into force of the Law referred to in paragraph
( 1 ) have completed their sixty-fifth year of life or have become
incapable of work and who, for reasons not covered by civil service
law or by legislation regarding collective agreements, receive no
pension, or no appropriate pension.

1,

( 3 ) The assessment basis for retired officials of the Deutsche Reichsbank
who retired before September 1 , 1953 ( Article 5 ( 1 ) , item
Article 6 ( 2 ) ,
Article 35 ( 1 ) and Article 48 of the Law referred to in paragraph ( 1 ) ) shall
continue to be the same as laid down in the German Civil Service Law valid
in the Federal Republic (pensionable salaries, pension rates) , subject to the
7 The term Basic Law refers to the Basic Law for the Federal Republic of
Germany, or the so-called Bonn Constitution of May 23, 1949.
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modifications resulting from Articles 7 and 8 , Article 29 (2) and ( 3 ) and
Article 3 1 and Article 35 ( 3 ) of the Law referred to in paragraph ( 1 ) , as
well as from Article 1 1 2, Article 1 56 ( 1 ) , Article 1 8 1 (a ) , and Article 1 8 1 (b )
o f the Federal Civil Service Law. The pension shall not exceed seventy-five
per cent of the pensionable salary. The same shall apply mutatis mutandis
to surviving dependents. Article 64( 1 ) , sentence 5, half-sentence 2, of
the Law referred to in paragraph ( 1 ) shall apply.
( 4) The President of the Deutsche Bundesbank shall be the supreme
administrative organ for persons to whom the provisions of paragraphs ( 1 )
and ( 2 ) are applicable. In this respect he shall represent the Bank both in
and out of court. Where in cases under paragraph ( 1 ) the concurrence of
the Federal Minister of Finance is specified in the Law therein referred to
and in the civil service legislation to be applied in accordance therewith, he
shall act in lieu of the Minister.
Art. 42. Mobilization of the equalization claim for open market opera
tions.-( 1 ) The Federation, as the debtor in respect of the equalization claim
which the Deutsche Bundesbank holds in accordance with the provisions
concerning the Monetary Reform, shall hand over to the Bank, upon the
latter's request, Treasury bills or non-interest-bearing Treasury bonds in de
nominations and on terms of the Bank's choice ("mobilization paper") up
to a maximum of four thousand million deutsche mark. On the request of
the Bank, the Federal Government may increase the maximum to the
nominal amount of the total equalization claim.

( 2 ) Such mobilization paper shall be payable at the Deutsche Bundes
bank. The Bank shall be under an obligation to the Federation to meet all
liabilities arising from such mobilization paper. The Federation shall con
tinue to pay the interest on the entire equalization claim.
( 3 ) The Federal Minister of Finance shall be empowered to issue such
mobilization paper up to the maximum amount permissible under para
graph ( 1 ) . Mobilization paper shall not be counted toward the credit
ceiling referred to in Article 20 ( 1 ) , item (a) .
Art. 43. Repeal and amendment of legal provisions.-( 1 ) The follow
ing legal provisions shall be repealed :
I . the Law on the Establishment of a Bank deutscher Uinder, with the

exception of paragraph 1 5 (c) thereof,'
2. the Law Concerning the Land Central Banks,
3. the Issue Law,
4. Article 1 1 ( 3 ) and Article 24(4) of the Conversion Law.
8 That paragraph reads as follows :
"Foreign exchange as used in this
paragraph covers means of payment and bills of exchange expressed in
foreign currencies and balances with foreign banks."
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( 2 ) The following legal provisions shall b e amended :
1. Article 1 1 ( 3 ) of Regulation No. 2 under the Conversion Law and
Article 1 1 ( 4) of Regulation No. 23 under the Conversion Law shall
read as follows:
"The sale of an equalization claim before its entry in the Debt
Register shall not be permissible."
2. Article 3 (4 ) of Regulation No. 33 under the Conversion Law shall
read as follows :
"( 4) Article 1 1 ( 4) of the Conversion Law and Article 1 1 of
Regulation No. 2 Implementing Ordinance under the Conversion
Law shall be applicable mutatis mutandis to equalization claims;
financial institutions, insurance companies and building and loan
associations may, under the same conditions, purchase equalization
claims or accept them as security for loans."
3. Article 3 5 ( 3 ) of the Supplementary Conversion Law of September 2 1 ,
1953 (Bundesgesetzblatt, Part I , page 1 43 9 ) shall read a s follows:
" ( 3 ) Article 1 1 ( 4) of the Conversion Law and Article 1 I ( 3 ) of
Regulation No. 2 under the Conversion Law shall be applicable to
equalization claims."
4. In Article 7 ( 1 ) , item 5, of the Law on the Reconstruction Loan
Corporation in the text of January 22, 1 952 (Bundesgesetzblatt, Part
I, page 65 ) the words "by the Board of Directors of the Bank
deutscher Lander" shall be replaced by the words "by the Federal
Government."
Art. 44. Liquidation.-The Deutsche Bundesbank can only be liquidated
by law. The liquidation law shall make provision for the disposal of the
assets.
Art. 45. Berlin clause.-In accordance with the provisions of Article 13
( 1 ) of the Third Law on the Transfer of Financial Powers of January 4,
1952 (Bundesgesetzblatt, Part I, page 1 ) , the present Law shall also apply
to Land Berlin. In applying this Law the Deutsche Bundesbank shall take
into consideration the economic situation of Berlin, if necessary by means
of special regulations.
Art. 46. [Repealed]
Art. 47. Entry into force.-( ! ) This Law shall enter into force on the
first day of the month following its promulgation; Article 40( 5 ) and Article
4 1 ( 1 ) and (2) shall, however, be effective as from April 1 , 1 9 5 1 .

( 2 ) In Land Berlin, Article 4 1 ( 1 ) and ( 2 ) shall enter into force with
effect from October 1 , 195 1 , and Articles 35 and 37 not until the day
following the publication, in the Gesetz- und Verordnungsblatt fiir Berlin,
of the Law extending the validity of this Law to Berlin.9
-;----------·

-

·--··- --·· --·------

9 The Law entered into fbrce on August 1, 1957, with the exception of
the provisions which, under Art. 47, took effect on April 1, 195 1 and
October 1 , 195 1 .
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The By-Laws of the Deutsche Bundeshank 1
By virtue of Article 34 of the Law Concerning the Deutsche Bundes
bank, the Central Bank Council, with the approval of the Federal Govern
ment, issues the following By-Laws of the Deutsche Bundesbank :
I. CENTRAL BANK CouNCIL
Art. 1.-( 1 ) The Central Bank Council shall meet at the invitation of
the President of the Deutsche Bundesbank. Normally the Central Bank
Council shall meet every two weeks. The President may also call
additional meetings on special occasions. Meetings shall also be convened
upon the request of at least three members.

( 2 ) The meetings shall be held at the seat of the Deutsche Bundesbank.
In special cases the Central Bank Council may decide to hold the meeting
at some other place.
Art. 2.-( 1 ) Invitations to meetings shall be issued in writing, with the
agenda attached; in urgent cases meetings may be convened by telephone
or telegraph.

( 2 ) The agenda for the meeting of the Central B ank Council, together
with the requisite documentation, shall be dispatched early enough that
under ordinary mailing conditions they reach the members not later than
the fourth working day before the meeting.
( 3 ) Such subjects as have been placed on the agenda without regard
for the period specified in paragraph ( 2 ) of this Article, or for which the
requisite documentation has not been received within that period, shall be
struck from the agenda if at least five of the members present object to
their being considered and decided on.
( 4 ) The Central B ank Council may decide that certain items be
struck from the agenda or transferred to the agenda of a later meeting.
Art. 3.-( 1 ) The Federal Minister of Economics and the Federal Minister
of Finance shall be invited to attend each meeting of the Central Bank
Council by transmittal of the agenda. The other members of the Federal
Government shall be invited if an item on the agenda appears to call for
their attendance. Article 2 ( 1 ) shall apply correspondingly.

( 2 ) Such members of the Federal Government as are invited to attend
the meetings shall be furnished with material on matters of primary
1 Satzung der Deutschen Bundesbank, adopted
Council of the Deutsche Bundesbank on November
by the Federal Government on December 19, 1958.
German, see Bundesanzeiger, No. 7, January 1 3 ,
published here ( which is amended through July
Article ( Art. ) corresponds to the sign §.

by the Central Bank
27, 1958 and approved
For the original text in
1 959. In the version
3 1, 1966 ) , the word
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importance for monetary policy on which the Central Bank Council in the
exercise of its powers in that field has to take a decision. Article 2 ( 2 )
shall apply correspondingly.
Art. 4.-( 1 ) Should both the President and the Vice-President simul
taneously be prevented from attending, the Central Bank Council shall
hold its meetings under the chairmanship of a member to be selected by it
for this purpose.

( 2 ) In the event of the President of a Land Central Bank being
prevented from attending, the Vice-President of such Land Central Bank
or, if he should likewise be prevented, another member of the Board of
Management shall attend the meetings of the Central Bank Council in an
advisory capacity. The Central Bank Council may exclude their attendance
at the meeting for specific items under discussion, especially when deliberating
on personnel matters affecting members of the Directorate or of the Boards
of Management of the Land Central Banks.
( 3 ) In the event of the President of a Land Central Bank being
prevented from attending meetings for a prolonged period, he shall be
represented by the Vice-President, who shall then have a vote. The
Central Bank Council shall determine whether or not a prolonged absence
has occurred.
Art. 5.-( 1 ) If at least two thirds of the members of the Central Bank
Council are present, they shall constitute a quorum.

( 2 ) Votes on decisions may be taken in writing, by telegraph or by
telephone only if the Central B ank Council has in one of its meetings
taken a decision to this effect on the question concerned, or if not more
than three members object.
Art. 6.-( 1 ) Voting on decisions of the Central Bank Council on matters
personally affecting members of the Directorate or the Boards of Manage
ment of the Land Central Bank shall be secret. The Central Bank Council
may decide that voting on other matters shall likewise be secret.

( 2 ) In cases where matters personally affecting a member of the
Central B ank Council are under deliberation, such member shall not take
part in the deliberation and the taking of a decision.
Art. 7.-( 1 ) Minutes of the deliberations and decisions of the Central
Bank Council shall be prepared and shall be signed by the chairman and
the secretary of the meeting.

( 2 ) The minutes shall be deemed to have been approved if no member
raises any objection within three working days after they have been
delivered. The minutes shall be deemed to have been delivered on the
working day following the day on which they were mailed. Objections
shall be resolved by the Central Bank Council.
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Art. 8. The contracts made with the members of the Directorate and the
Boards of M anagement of the Land Central Banks by decisions of the
Central Bank Council shall be signed for the Central Bank Council by the
President of the Deutsche Bundesbank and three further members to be
nominated by the Central Bank Council.

IJ. DIRECTORATE
Art. 9.-( 1 ) Meetings of the Directorate shall be held as required.
normally twice every week. They shall be convened by the President of
the Deutsche Bundesbank.

( 2 ) If at least half the members of the Directorate arc present, they
shall constitute a quorum.
( 3 ) The decision of the Directorate on the drawing up of the annual
statement requires the concurrence of at least two thirds of the members
of the Directorate.
Art. 10.-( 1 ) The Directorate shall decide on the division of responsibili
ties among its members; such a decision shall not be taken unless all members
are present and cannot be taken against the vote of the President.

( 2 ) Decisions on matters which owing to their fundamental importance
or the magnitude of the transaction involved exceed the limits of current
business shall be taken by the Directorate.
( 3 ) Any member may demand that a specific matter, even if it he
outside his sphere of responsibility, be dealt with at a meeting of the
Directorate.
Art. 1 1 . If both the President and the Vice-President are prevented from
attending, the chair shall be taken by a member to be selected by the
Directorate.

IIJ. BOARDS OF MANAGEMENT OF THE LA N D CENTRAL BANKS

Art. 12.-( 1 ) Besides the President and the Vice-President, one further
member of the Board of M anagement may be appointed for the Land
Central Banks in

Baden-Wurttemberg,
Bayern, and
Nordrhein-Westfalen.
( 2 ) For the Land Central Bank in Niedersachscn, a further member of
the Board of M anagement may be appointed for the period up to
October 3 1 , 1960.
Art. 13. Meetings of the Board of Management shall be held as required,
normally twice every week.
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Art. 14. The Board of Management of a Land Central Bank shall take
its decisions by a simple majority of the votes cast; in the event of a tie, the
President shall have the deciding vote.
Art. 15.-( 1 ) The Board of Management shall decide on the division of
responsibilities among its members; such a decision shall not be taken
unless all members are present and cannot be taken against the vote of the
President.

( 2 ) Decisions on matters which owing to their fundamental importance
or the magnitude of the transaction involved exceed the limits of current
business shall be taken by the Board of Management.
( 3 ) Any member may demand that a matter, even if it be outside his
sphere of responsibility, be dealt with at a meeting of the Board of
Management.

IV.

ADVISORY BOARDS AT THE LAND CENTRAL BANKS

Art. 16.-( 1 ) Meetings of the Advisory Board to a Land Central Bank
shall be convened by the Chairman. Normally the Advisory Board shall
hold a meeting once every three months. The Chairman may call additional
meetings as required; he must do so at the request of at least three
members.

( 2 ) The Chairman shall invite the Minister (or Senator) of Economics
and the Minister (or Senator) of Finance to attend the meetings of the
Advisory Board.2
Art. 1 7. The President of the Deutsche Bundesbank may, if the compe
tent Land Government so requests, appoint a deputy for each member of the
Advisory Board on the proposal of the Land Government and after
consulting the Board of Management of the Land Central Bank. The
deputy may attend meetings of the Advisory Board only when the ordinary
member is prevented from attending.
Art. 18. The Chairman may invite experts to attend the meetings of the
Advisory Board.
Art. 19. Members of the Advisory Board and the Land Ministers (Sena
tors) or their deputies attending a meeting shall receive travel allowances
and fees to be fixed in detail by the Central Bank Council.
Art. 20. In regard to subjects of discussion which are per se of a confi
dential nature or which the Chairman explicitly designates as confidential,
2 In the case of Berlin, Bremen, and Hamburg, where there is no Minister
of Economics or Finance, the corresponding officers, that is, the Senator for
Economics ( Wirtschaftssenator) and the Senator for Finance (Finanz
senator) , shall be invited.
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the persons attending meetings of the Advisory Board shall be pledged to
secrecy.
V. BRANCH ESTABLISHMENTS
Art. 21. The Central Bank Council shall decide on the establishment and
closing of Branches.

VI. MISCELLANEOUS
Art. 22. In the Annual Report of the Deutsche Bundesbank the total
emoluments of currently active and retired members of the Directorate of
the Deutsche Bundesbank and/or the Central Bank Council and of the
Directorate of the Bank deutscher Uinder and the Boards of Management
of the Land Central B anks, including those of their surviving next of kin,
shall be announced in one sum.
Art. 23. Loans to members of the Directorate and of the Boards of
Management of the Land Central Banks which in the aggregate exceed
their emoluments for one month may be granted only by virtue of a
decision of the Central Bank Council.
Art. 24. These By-Laws shall enter into force one day after publication
in the Bundesanzeiger.

The Basic Law for the Federal Republic 1
ARTICLE 70
( 1 ) The Land er shall have the right of legislation insofar as this Basic
Law does not accord legislative powers to the Federation.
( 2 ) The division of competence between the Federation and the Lander
shall be determined in accordance with the provisions of this Basic Law
concerning exclusive and concurrent legislation.
ARTICLE 7 1
I n the field o f exclusive legislation of the Federation, the Lander shall
have powers of legislation only if, and so far as, they are expressly so
empowered in a Federal law.

1 Grundgesetz fiir die Bundesrepublik Deutschland.
May 23, 1 949 and effective March 15, 1955.

Promulgated on
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ARTICLE 72
( 1 ) In the field of concurrent legislation, the Uinder shall have powers of
legislation so long and so far as the Federation makes no use of its legislative
right.
( 2 ) The Federation shall have legislative rights in this field insofar as
a necessity for regulation by Federal law exists because :
1. a matter cannot be effectively regulated by the legislation of individual
Uinder, or
2. the regulation of a matter by a Land law could prejudice the interests
of other Uinder or of the Lander as a whole, or
3.

the preservation of legal or economic unity demands it, in particular
the preservation of uniformity of living conditions extending beyond
the territory of an individual Land.
ARTICLE 73

The Federation shall have exclusive legislative power in matters relating
to :
4. currency, money and coinage, weights and measures, as well as on
matters pertaining to time and calendar [Zeitbestimmung];
5. the unity of customs and commercial territory, trade and navigation
(shipping) agreements, the freedom of traffic in goods and payments
with foreign countries, including customs and frontier inspection.

ARTICLE 74
Concurrent legislation shall extend to the following fields :
1 1 . law relating to the economy (mining, industry, power supply, crafts,
trades, commerce, banking, stock exchanges, private insurance ) ;
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The Banking Law, 1961 1
SUMMARY
The B anking Law of the Federal Republic of Germany com
prises 65 articles arranged in 6 sections, as follows : Section I,
General Provisions (Arts. 1 -9 ) ; Section IT, Rules for Credit Insti
tutions (Arts. 1 0-3 1 ) ; Section III, Rules Concerning the Super
vision of Credit Institutions (Arts. 32-5 1 ) ; Section IV, Special
Provisions ( Arts. 52-5 3 ) ; Section V, Penalties and Fines (Arts. 5460) ; and Section VI, Transitional and Concluding Provisions
(Arts. 6 1 -65 ) .
Credit institutions are generally defined as enterprises engaged
in banking transactions, if the scope of the said transactions
requires a commercially organized business enterprise. Banking
transactions for purposes of the Law include the receipt of money
from others as deposits, irrespective of the payment of interest
( deposit business) ; the granting of money loans and acceptance
credits ( credit business ) ; the purchase of bills and checks (discount
business) ; the purchase and sale of securities for account of others
( securities business) ; the custody and administration of securities
for the account of others (safe-custody business) ; the incurring
of the obligation to acquire claims in respect of loans prior to their
maturity; the undertaking of guarantees and other warranties for
others ( guarantee business ) ; and the effecting of transfers and
clearings ( giro business ) .2 The Federal Minister of Economics
may, after consultation with the Deutsche Bundesbank, designate
by ordinance other transactions as banking transactions if this
appears justified by usage and is compatible with the purpose of
the Law ( Art. 1 ( 1 ) ) .
The following are not credit institutions within the meaning of
1 Gesetz tiber das Kreditwesen (or Kreditwesengesetz) of July 10, 1 9 6 1
amended by the Introductory Law t o the Law on Shares o f September 6 ,
1 965. The Law entered into force o n January 1 , 1 962. For the official text in
German, see Bundesgesetzblatt, 1 9 6 1 , Part I, pp. 8 8 1 ff. In the summary
presented here, an unofficial translation supplied by the Deutsche Bundes
bank has for the most part been followed in regard to terminology. Arts.
7, 1 0, 1 1, 23, and 24 are published below, pp. 288-2 9 1 . In those Articles,
as well as in the summary, the word Article (Art.) corresponds to the
sign §.
In item 6 of Art. 1 ( 1) express reference is also made to "investment
fund business" in the sense of Art. 1 of the Law on Investment Companies
of April 1 6 , 1 957.
as

2
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the Law : the Deutsche Bundesbank, the German Federal Postal
Institution, the Reconstruction Loan Corporation (Kreditanstalt
fiir Wiederaufbau ) , and the social security institutions and the
Federal Office for Labor Exchanges and Unemployment Insurance
(Art. 2 ( 1 ) ) .
The following entities, though not normally considered as credit
institutions (see Art. 2 ( 1 ) , items 5-9 ) , are as regards their bank
ing transactions subject to this Law even though such transactions
are generally not within the scope of their business : private and
public-law insurance enterprises; building and loan associations;
enterprises which have been recognized as public-benefit housing
enterprises; enterprises which have been recognized as organs of
governmental housing policy; and enterprises engaged in pawn
braking, to the extent that they give loans against pledges
(Art. 2 ( 3 ) ) .
The Federal Banking Supervisory Office (Bundesaufsichtsamt
fiir das Kreditwesen ) may determine that specified provisions of
the Law are not applicable to individual credit institutions as long
as the enterprise, by reason of the nature of its business, does not
require supervision (Art. 2 ( 4 ) ) .
Generally, the Federal Banking Supervisory Office shall decide
in cases of doubt whether an enterprise is subject to the provisions
of the Banking Law (Art. 4 ) .
The Federal Banking Supervisory Office is established as an
independent Federal agency under the jurisdiction of the Federal
Minister of Economics. The Chairman of the Office shall be
appointed by the Federal President on the proposal of the Federal
Government, the latter having first heard the Deutsche Bundesbank
(Art. 5 ) .
The Banking Supervisory Office shall supervise the credit insti
tutions in accordance with this Law and shall take action against
abuses of the credit system which tend to endanger the safety of
the assets entrusted to the credit institutions, impair the orderly
carrying out of banking transactions, or entail substantial dis
advantages for the economy as a whole (Art. 6 ) .
Art. 7 of the Law contains provisions of a general nature on
cooperation between the Banking Supervisory Office and the
Bundesbank (see below, page 2 8 8 ) . In the performance of its
functions the Office may employ the services of other persons and
institutions (Art. 8 ) .
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Persons employed in the Banking Supervisory Office may not,
without authorization, reveal or use facts which have come to
their knowledge in the course of their official functions and regard
ing which the observation of secrecy is in the interest of the credit
institution or of a third party, especially business and operational
secrets. The same duty of secrecy is incumbent on persons acting
under Art. 8 ( 1 ) , Art. 30 ( 2 ) , and Art. 46 ( 1 ) of the Law and on
persons in the service of the Bundesbank (Art. 9 ) .
Credit institutions shall have pledged capital resources (haftendes
Eigenkapital) adequate to fulfill their obligations to their creditors
and to safeguard the assets entrusted to them. The Banking Super
visory Office, in agreement with the Bundesbank, shall determine
the principles on the basis of which it shall judge whether this
requirement is met. These principles shall be published in the
Bundesanzeiger ( Art. 1 0 ( 1 ) ) . Credit institutions shall invest their
funds in such a way as to maintain adequate solvency at all times.
The Banking Supervisory Office, in agreement with the Bundes
bank, shall determine the principles on the basis of which it shall
judge whether the liquidity of a credit institution is adequate, having
first heard the associations representing the credit institutions.
These principles shall be published in the Bundesanzeiger (Art.
1 1 ) .3
The permanent investments of a credit institution in land, build
ings, ships, and participations may not exceed, computed by
reference to their book value, the capital of that institution. The
Banking Supervisory Office may permit a credit institution to
deviate temporarily from this provision (Art. 1 2 ) .
"Large credits" to any one borrower, that is, credits which in
the aggregate exceed 1 5 per cent of the c apital of the credit insti
tution, shall normally be reported forthwith to the Bundesbank.
The Bundesbank shall transmit, with its comments, the reported
credit transaction to the Banking Supervisory Office, unless the
latter waives this requirement (Art. 1 3 ( 1 ) ) . The amounts of
"large credits" outstanding shall in the aggregate not exceed one
half of the total credit transactions of the credit institution; this
ceiling is to be computed on the basis of the amounts actually
drawn (Art. 1 3 ( 3 ) ) . Art. 1 3 ( 5 ) of the Law provides that, in
the computation of "large credits," guarantees and other war3 For the text of Arts, 10 and 1 1, and of the principles established pur
suant to those Articles, see below, pp. 288-290 and 29 1-293.
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ranties a s well a s credits granted b y means o f the purchase o f bills
eligible at the Bundesbank are to be entered at only half their
value.
Six times a year ( not later than the tenth day of February,
April, June, August, October, and December ) credit institutions
shall report to the Bundesbank those borrowers whose indebted
ness has, at any time during the two calendar months preceding
the reporting date, amounted to DM 1 million or more. The
report shall indicate the amount of the borrower's indebtedness at
the end of the month preceding the report. The duty to report
obtains also in respect of syndicate credits of DM 1 million or
more, even if the amount of credit granted by an individual insti
tution is less than DM 1 million ( Art. 1 4 ( 1 ) ) .
The Law also contains detailed rules regarding credits to persons
who have a special relationship to a credit institution, such as
managers, partners, members of supervisory bodies of the insti
tution, and officers and employees of the institution ( see Art.
1 5 ( 1 ) , items 1 to 1 1 ) . 4 It provides, in particular, that such credits
may be granted only by virtue of a unanimous decision of all
managers of the credit institution, and only with the express
approval of the supervisory body; the permission to withdraw
sums which exceed the remuneration due to a manager or to a
member of the supervisory body shall be deemed equivalent to
the granting of a credit ( Art. 1 5 ( 1 ) ) . 5
If credits are granted in disregard of Art. 1 5, the managers who
thus violate their duties and the members of the supervisory body
who in violation of their duty fail to prevent the granting of a
legally impermissible credit are jointly liable, unless they prove
that they did not act culpably. The credit institution's claim for
compensation may also be asserted by its creditors, to the extent
that the claims of the creditors are not met by the credit institution
(Art. 1 7 ( 1 ) and ( 2 ) ) .
------� �--�-------·

It should be noted that in German the heading of Art. 15 reads
Organkredite.
5 The requirement of formal approval under Art. 1 5 ( 1 ) or 1 5 ( 2 ) does
not apply to credits granted to officers and employees, to their spouses
and children under age, or to third parties acting on behalf of the said
persons, if the credit does not exceed one month's salary of the officer or
employee (Art. 15 ( 3 ) ) . Prior and/ or subsequent approval of credits granted
under Art. 1 5 ( 1 ) or 1 5 ( 2 ) is provided for under Art. 1 5 (4 ) and 1 5 ( 5 ) .
Art. 1 6 requires that Organkredite be reported to the Banking Supervisory
Office.
4
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Credits within the meaning of Arts. 1 3- 1 8 of the Law include
money loans of all kinds, loan claims taken over, and acceptance
credits ; the discounting of bills ; n the postponement of claims by
credit institutions in respect of nonbanking commercial transac
tions ( especially merchandise transactions ) beyond the customary
maturity; a credit institution's guarantees and other warranties on
behalf of others; and a credit institution's participation in a
borrower's enterprise (Art. 1 9 ( 1 ) ) . Under Art. 1 9 ( 1 ) , item 5 ,
any holding b y the credit institution o f shares o f a n enterprise
amounting to at least 25 per cent of the capital of that enterprise
is deemed to be a participation. A borrower within the meaning
of Arts. 1 3- 1 8 is defined in Art. 1 9 ( 2 ) .
The Law enumerates in Art. 20 exceptions to the provisions on
credit transactions which are set forth in Arts. 1 3- 1 8 ; these excep
tions include, for example, credits to the Federal Government,
to a Federal Special Fund, to a Land, or to a local authority.
Savings deposits and related matters are dealt with in Arts. 2 1
and 22. Savings deposits are deposits which are characterized as
such by the issue of a document, in particular of a savings book
( Art. 2 1 ( 1 ) ) . Apart from this primarily procedural definition of
savings deposits, the Law attempts to define savings deposits also
by reference to the purpose of the deposit: "Only monies which
serve for the accumulation or investment of capital shall be eligible
as savings deposits ; monies intended for use in business or pay
ments transactions do not meet this requirement" (Art. 2 1 ( 2 ) ) ;
and deposits of corporate bodies and of partnerships must meet
these conditions in order to be accepted as savings deposits. The
period of notice for the withdrawal of savings deposits is normally
three months (legal period of notice ) ; however, amounts up
to DM 1 ,000 may be withdrawn without notice within 30
interest-days (Zinstagen ) (Art. 22 ( 1 ) ) . A period of notice in
excess of three months may be agreed on for savings deposits, but
may not be less than six months (Art. 22 ( 2 ) ) . The rate of interest
which is currently applicable to savings shall be displayed to the
public in the cashiers' hall (Kassenraum ) (Art. 22( 4 ) ) .
The terms on which credit institutions may grant credits and
accept deposits may be determined by ordinance ; such regulations
• Actually, Art. 1 9 ( 1 ) , item 2, provides for "the discounting of bills and
checks." It is, however, not clear whether the discounting of checks is
legally permissible under the negotiable instruments law.
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shall fix limits for the interest and commissions charged to or
payable by customers. The terms are to be fixed in such a manner
that the measures of the Bundesbank in the field of credit policy
are thereby supported and effective functioning of banking is safe
guarded. The ordinances are issued by the Federal Minister of
Economics in consultation with the Bundesbank (Art. 2 3 ) . 7
Credit institutions are required t o report immediately to the
Banking Supervisory Office and to the Bundesbank the organiza
tional changes enumerated in Art. 24.8 It appears that the provi
sions of Art. 24 are primarily designed to keep the Office and
the Bank informed so as to facilitate the exercise of their super
visory functions. The reports required under this Article are
generally not a preliminary step to securing a license under Art. 32
of the Law, as evidenced by Art. 24( 1 ) , item 4, which obligates
credit institutions to report "the changing of the legal form, except
where a license is required under A rticle 32 ( 1 ) " ( italics supplied ) .
Credit institutions are required to submit monthly returns to the
Bundesbank without delay. If monthly balance sheet statistics
are prepared in accordance with Art. 1 8 of the Law Concerning the
Deutsche Bundesbank, these are deemed to meet the requirement
of the first sentence of Art. 25 ( 1 ) of the Banking Law. The
Bundesbank shall transmit these monthly returns to the Banking
Supervisory Office with its comments, unless the Office waives this
requirement (Art. 25 ( 2 ) ) .
Credit institutions shall submit to the Banking Supervisory Office
and the Bundesbank without delay their approved annual state
ment of accounts, comprising the annual balance sheet and the
profit and loss account and their annual report, if any (Art. 26 ) .
Art. 26a provides that credit institutions m ay, in their balance
sheets, assess claims and securities at lower values than those
prescribed or admissible under Art. 1 5 5 of the Law on Shares of
September 6, 1 965, if such assessment is reasonably necessary to
allow for the special risks involved in carrying on credit business.
Before being approved, a credit institution's annual statement of
accounts, including the annual report insofar as it explains the
annual statement of accounts, shall be audited by one or more
auditors (Art. 2 7 ( 1 ) ) . Art. 2 8 sets forth rules governing the
appointment of auditors and requires the credit institution to
7

s

For the text of Art. 23, see below, p. 290 .
For the text of Art. 24, see below, pp. 290-29 1 .
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notify the Banking Supervisory Office of the auditor which it has
selected. The Office may, within a month after receipt of such
notification, require the appointment of another auditor if this is
necessary for the purpose of attaining the object of the audit.
Upon request by the Banking Supervisory Office, the auditor shall
explain the audit report to that Office and to the Bundesbank and
shall give information regarding his findings in the course of the
auditing (Art. 29 ( 1 ) ) .
Credit institutions engaged in the securities business or in the
safe-custody business ( see Art. 1 ( 1 ) , items 4 and 5 ) shall normally
be examined once a year by so-called deposit examiners appointed
by the Banking Supervisory Office; the right to appoint such
examiners may in individual cases be conferred on the Bundes
bank ( Art. 30) .
Under Art. 3 1 of the Law, the Federal Minister of Economics
may, after hearing the Bundesbank, exempt all or certain groups
of credit institutions from specified provisions of the Law and
may delegate this power to the Banking Supervisory Office ; Art.
3 1 ( 2 ) gives to the Office the power to grant certain exemptions.
Any person who intends to engage in banking transactions
through a commercially organized business enterprise as defined
in Art. 1 ( 1 ) of the Law requires a license issued by the Banking
Supervisory Office. In granting the license, the Office may specify
conditions that are not inconsistent with the Law; in particular,
it may limit the license to specified categories of banking transac
tions ( Art. 32 ) . Under Art. 61 of the Law, a credit institution
which on January 1 , 1 962 was authorized to carry on banking
transactions within the scope of Art. 1 ( 1 ) is deemed to have
received the license pursuant to Art. 32.
A license may be refused only (a) if the resources which are
available in the territory to which this Law applies 9 are considered
insufficient; ( b ) if there is evidence that the applicant institution
or manager ( see Art. 1 ( 2 ) ) is not trustworthy; or (c) if there is
evidence that the owner or one of the managers of the institution
( see Art. 1 ( 2 ) ) does not have the qualifications required for a
managerial position (Art. 3 3 ( 1 ) ) . Art. 3 3 ( 2 ) provides that the
• The term Geltungsbereich, which is used in this and other provisions of
the Law, is intended to indicate the territory in which the Law applies, i.e.,
presumably the territory of the Federal Republic of Germany and the
Land Berlin; on the Berlin clause, see Art. 64.
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professional qualifications for directing a credit institution will
ordinarily be assumed if three years' managing activity in a credit
institution of comparable size and type can be proved.
A license expires within a year if the holder of the license
has not used it during this period (Art. 3 5 ( 1 ) ) . A license may
be revoked by the Banking Supervisory Office (a) if it has been
obtained through misrepresentation, fraud, threat, or by other
improper means ; ( b ) if the business activity authorized under
the license has not been exercised for a year; (c) if facts become
known which would justify the refusal of a license under Art.
3 3 ( 1 ) , items 2 or 3 ; or ( d ) if the deposits (valuables, assets) are
threatened, and such threat cannot be averted through other meas
ures compatible with this Law (Art. 35 ( 2 ) ) . The Banking Super
visory Office may also require the dismissal of a manager or suspen
sion of his activity if any of the situations envisaged in Art. 3 5 ( 2 ) ,
item 3 , arises (Art. 36 ) .
Art. 3 8 provides that the Banking Supervisory Office, when it
revokes a license pursuant to Art. 3 5 , may determine that the
credit institution concerned (except public-law entities ) shall be
liquidated. Such a determination has the effect of an order to
liquidate ; it shall be communicated to the Registration Court and
shall be entered by the latter in the Commercial Register or Register
of Cooperative Societies, and the Banking Supervisory Office may
publicly announce the revocation.
Unless otherwise provided by law, the word "bank" or "banker,"
or a term which includes the word "bank" or "banker," may be
used in the name of the firm or in the designation of the purpose of
a credit institution only by licensed or otherwise authorized credit
institutions ( Art. 39 ( 1 ) in conjunction with Art. 6 1 ) . The term
Volksbank ( people's bank) may be used only by a credit institu
tion which is organized as a registered cooperative and which
belongs to an audit association (Art. 3 9 ( 2 ) ) . The Banking
Supervisory Office, when granting a license, may determine that
the word "bank" or "banker" may not be used if the nature or
scope of the credit institution's business does not justify the use
of these terms (Art. 39 ( 3 ) ) .
The provisions of Art. 40 ( 1 ) relating to the use of the word
"savings bank" are analogous to those contained in Art. 39 ( 1 ) .
In doubtful cases the B anking Supervisory Office shall decide
whether an enterprise is entitled to use the word "bank" or
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"banker" under Arts. 39 and 40 ( Art. 42 ) . If an enterprise uses
the word "bank" or "banker" in a manner incompatible with Arts.
39-4 1 , the Registration Court shall ex officio cause to have can
celed the name of the firm or the relevant word (Art. 43 ( 2 ) ) .
The Banking Supervisory Office may (a) require from credit
institutions information regarding all business matters, including
submission of their accounts and records, in order to carry out
the necessary inspections; ( b ) participate, with the right to be
heard, in principal and general meetings of corporations, in meet
ings of partners, and in meetings of supervisory bodies ; and (c)
require credit institutions to convene these meetings where appro
priate (Art. 44 ( 1 ) ) . The power to require information of this kind
shall also be vested in the Bundesbank, to the extent that it requires
this information for the purpose of discharging its special respon
sibilities under this Law ( Art. 44 ( 3 ) ) .
If the capital resources of any credit institution do not meet the
requirement set forth in the first sentence of Art. 1 0 ( 1 ) ,1° or if
the manner in which the resources are invested is incompatible with
the first sentence of Art. 1 1 ,11 the Banking Supervisory Office may
prohibit or restrict ( a ) withdrawals by the proprietors or partners,
( b ) the distribution of profits, and (c) the granting of credits
(Art. 45 ( 1 ) ) , provided that the credit institution has failed to
remedy the situation within a period specified by the Office (Art.
45 ( 2 ) ) . If the credit institution fails to comply with the invest
ment provision of Art. 1 1 , the Banking Supervisory Office may
also prohibit the investment of available funds in land, buildings,
ships, and participations ( Art. 45 ( 1 ) ) .
If the ability of a credit institution to meet its obligations toward
its creditors is threatened and, in particular, if the deposits and
assets entrusted to it are endangered, the Banking Supervisory
Office may take provisional measures to avert such dangers.
Accordingly, it may issue directives on the conduct of the institu
tion's business ; prohibit or limit the acceptance of deposits and the
granting of credit; and prohibit or limit the activity of proprietors
or managers and appoint supervisors (Art. 46 ( 1 ) ) .
If credit institutions face financial difficulties which are likely
to endanger the economy as a whole and, in particular, the orderly
flow of payments, the Federal Government may order as follows :
1°
11

For the text of Art. 1 0, see below, pp. 288-290.
For the text of Art. 1 1 , see below, p. 290.
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It may authorize a credit institution to defer performance of its
obligations and prescribe that, enforcement action, attachments,
and injunctions against the institution are inadmissible during
such deferment. It m ay provide that credit institutions shall
remain temporarily closed and that they shall neither make nor
receive payments and transfers on behalf of their customers ; such
an order may be addressed to all credit institutions or it may be
confined to specified groups of credit institutions or banking trans
actions. It may prescribe that the stock exchanges shall be closed
temporarily ( Art. 4 7 ( 1 ) ) . The Federal Government, before taking
any of the aforementioned measures, shall consult with the Bundes
bank (Art. 47 ( 2 ) ) .
The Federal Government may, after consultation with the
Bundesbank, issue rules by ordinance for the resumption of pay
ments and transfers and of stock exchange business; it may, how
ever, provide for withdrawals to be temporarily restricted (Art.
48 ( 1 ) ) . Such orders, as well as those issued under Art. 4 7 ( 1 ) ,
shall cease to have effect three months after they have been issued
unless they have been previously revoked (Art. 48 ( 2 ) ) .
Under Art. 5 1 ( 1 ) of the Law, 90 per cent of the costs of the
Banking Supervisory Office-other than those covered by fees or
special reimbursements under Art. 5 1 ( 3 ) -shall be refunded to the
Federal Government by the credit institutions. The Federal Minis
ter of Economics shall, with the concurrence of the Federal Minis
ter of Finance, regulate by ordinance details regarding the levy
and its collection.
The Law provides as follows in Art. 52 ( 1 ) : "Insofar as credit
institutions are subject to any other governmental supervision, this
supervision shall remain in addition to the supervision by the
Banking Supervisory Office." It appears, however, that in practice
this provision has been superseded by the decision of the Federal
Constitutional Court ( Bundesverfassungsgericht) of July 24, 1 962
relating to the compatibility of the Banking Law with the Federal
Constitution ( Grundgesetz) . 12
If in the territory in which this Law is applicable a foreign
enterprise maintains a branch which conducts banking transactions
12
See Entscheidungen des Bundesverfassungsgerichts, vol. 14 (Ttibingen,
1 963 ) , pp. 197-22 1 . In particular, the Court held that the Banking Law did
not imply a new administrative procedure for the authorities of the Uinder,
but merely terminated the administrative jurisdiction of the Uinder in matters
relating to bank supervision (pp. 2 1 9-220 ) .
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in the sense of Art. 1 ( 1 ) of the Law, such branch shall be deemed
to be a credit institution ( Art. 5 3 ( 1 ) ) . The commencement of
banking activity by any branch of a foreign enterprise requires a
license (Art. 53 ( 2 ) , item 5 ) .
Arts. 54-60 of the Law specify-under the heading Penalties
and Fines-the legal consequences of contravening various provi
sions of the Law.

ARTICLES 7, 1 0, 1 1 , 23, AND 24
Art. 7. Cooperation with the Deutsche Bundesbank.-( 1 ) The Federal
Banking Supervisory Office and the Deutsche Bundesbank shall cooperate
in accordance with this Law. The Deutsche Bundesbank and the Banking
Supervisory Office shall exchange observations and findings which may
be of importance for the performance of their respective functions. The
Deutsche Bundesbank shall to that extent also make available to the
B anking Supervisory Office the data which it obtains on the basis of
statistical investigations carried out in accordance with Article 1 8 of the
Law Concerning the Deutsche Bundesbank. Before requiring the collection
of such statistics it shall hear the Banking Supervisory Office; Article 1 8,
sentence 5, of the Law Concerning the Deutsche Bundesbank shall apply
as appropriate.

( 2 ) The Chairman of the Banking Supervisory Office, or-in case he is
prevented from attending-his deputy shall be entitled to attend the meetings
of the Central Bank Council of the Deutsche Bundesbank insofar as it
discusses subjects within his range of responsibilities. He shall have no
right to vote, but may make motions.
Art. 10. Capital resources.-( ! ) With a view to fulfilling their obliga
tions to their creditors, and particularly in order to safeguard the assets
entrusted to them, credit institutions shall have adequate pledged capital
resources [haftendes Eigenkapital]. In agreement with the Deutsche Bundes
bank, the Federal Banking Supervisory Office shall establish principles
according to which it shall judge, as a rule, whether the requirements of
sentence 1 have been fulfilled; the associations representing the credit insti
tutions shall first be heard. The said principles shall be published in the
Bundesanzeiger.13
-------

"-

__ " _____________ ---- ----

For the text of these principles, see Notice No. 1 /62 below, pp. 29 1-293.
The concept of "pledged capital resources" as referred to in those principles
accords for the most part with the term haftendes Eigenkapital in Art. 10 of
the Banking Law. Moreover, "capital resources" are enumerated among the
long-term financial resources specified in Principle 11.
13
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(2) The following are to be regarded as liable funds :

1 . in the case of sole proprietors [Einzelkaufleute], general partner
ships [offene Handelsgesellschaften] and limited partnerships [Kom
manditgesellschaften], the capital and the reserves after deduction
of the withdrawals by the proprietor or by the personally liable
partners and of the credits granted to them, as well as of any excess
of debt on the personal property of the proprietor; in the case of
general partnerships and limited partnerships, account is to be taken
only of the paid-up capital;
2. in the case of joint-stock companies [Aktiengesellschaften], of
companies limited by shares [Kommanditgesel/schaften auf A ktien],
and of limited-liability companies [Gesellschaften mit beschriinkter
Haftung], the paid-up capital, less the amount of company-owned
shares, and the reserves; furthermore in the case of companies
limited by shares, amounts contributed by the personally liable
partners but not paid into the capital, less the withdrawals by the
personally liable partners and the credits granted to such partners;

3. in the case of registered cooperative societies [eingetragene Geno
ssenschaften], the amounts paid in as shares and the reserves plus an
addition, to be fixed by ordinance by the Federal Minister of
Economics after hearing the Deutsche Bundesbank and which allows
for the liabilities of the members; amounts paid in as cooperative
shares by members who are withdrawing at the close of the business
year shall be deducted; the Federal Minister of Economics may
delegate to the Federal Banking Supervisory Office the authority to
issue orders;
4. in the case of public-law savings banks, as well as of private-law
savings banks which are recognized as public savings banks, the
reserves;
5. in the case of public-law credit institutions which do not fall under
item 4, the paid-up endowment funds (Dotationskapital) and the
reserves;

6. in the case of credit institutions in any other legal form, the paid-up
capital and the reserves.
( 3 ) The net profit shall be counted as part of the liable funds insorar as
a decision has been taken to allocate it to the capital, to the reserves or to
the paid-up cooperative shares; any losses incurred are to be deducted from
the liable funds. Reserves within the meaning of paragraph ( 2 ) are deemed
to comprise only the amounts shown as reserves to the exclusion of those
liability items which-on the basis of fiscal regulations-are subject to
taxation only upon liquidation.
( 4) Capital contributions by dormant partners are to be counted as
part of the liable funds only if they fully participate in any loss or cannot
be reclaimed until the creditors of the credit institution have been satisfied.
Upon request and to an extent to be determined by the Federal Banking
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Supervisory Office, any proved personal property of the proprietor or of
the personally liable partners may be considered as liable funds.
( 5 ) The criterion for determining the amount of the liable funds shall
be the latest balance sheet established for the end of a business year.
Changes in capital which have been entered in public registers at a later
date shall be taken into account.
Art. l l . Liquidity . Credit institutions shall invest their funds in such
a way as to safeguard adequate solvency at all times. In agreement with
the Deutsche Bundesbank, the Federal Banking Supervisory Office shall
establish principles according to which it shall judge, as a rule, whether the
liquidity of a credit institution is adequate; the associations representing the
credit institutions shall first be heard. The principles shall be published in
the Bundesanzeiger."
-

Art. 23.-( 1 ) Regulations regarding the terms on which credits may
be granted, and deposits accepted, may be made for credit institutions by
ordinance. The said regulations shall fix limits for the interest and
commissions which may be charged in respect of the granting of credits or
the acceptance of deposits; these terms are to be fixed so as to support the
credit policy measures of the Deutsche Bundesbank and safeguard the
effective functioning of banking. In this connection, care shall be taken
to ensure a supply of credit adequate to over-all economic development
and to promote savings activity. The ordinances will be issued by the
Federal Minister of Economics in consultation with the Deutsche Bundes
bank. The Federal Minister of Economics may delegate this power to the
Federal Banking Supervisory Office on condition that the latter's ordinances
shall be issued only in agreement with the Deutsche Bundesbank.
( 2 ) In order to counteract abuses in the soliciting of business by credit
institutions, the Federal Banking Supervisory Office may prohibit certain
kinds of solicitation.
( 3 ) Prior to the issue of ordinances in accordance with paragraph ( 1 ) ,
and prior to the adoption of general measures in accordance with paragraph
( 2 ) , the associations representing the credit institutions shall be heard, and
if the ordinance relates to deposit interest rates or if a general measure
under paragraph (2) is adopted, the German Federal Postal Administration
shall also be heard.
Art. 24. Notification.-( 1 ) Credit institutions shall immediately notify
the Federal Banking Supervisory Office and the Deutsche Bundesbank of
the following:
1. the appointment of any manager and the authorizing of any person
to represent individually the credit institution in its entire sphere of
14

For the text of these principles, see Notice No. 1 /62 below, pp. 29 1-293.
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business, stating the facts which are material for an appraisal of
such person's trustworthiness and professional qualifications;
2. the termination of employment of any manager, and the withdrawal
of the power to represent individually the credit institution in its
entire sphere of business;
3. the acquisition of a permanent participation in any other credit
institution;
4. the changing of the legal form, except where a license is required
under Article 3 2 ( 1 ) ;
5 . changes in capital which must be entered in public registers;
6. the transfer of the location or the registered office;

7. the establishment, transfer and closing of any branch office;
8. the cessation of business.
( 2 ) Any credit institution planning to merge with another credit insti
tution shall in good time notify the Federal Banking Supervisory Office and
the Deutsche Bundesbank.

NOTICE NO. 1 /62
ON THE
PRINCIPLES GOVERNING THE CAPITAL RESOURCES
AND LIQUIDITY OF CREDIT INSTITUTIONS 1 5
The Federal B anking Supervisory Office, pursuant to Article 1 0 ( 1 ) ,
sentence 3 , and Article 1 1 , sentence 3 , of the Banking Law of July 10, 1 96 1 ,
hereby announces the principles, established i n agreement with the Deutsche
Bundesbank and after consultation with the associations representing the
credit institutions, which as a rule will guide it in deciding whether the
capital resources [Eigenkapital] of a credit institution are appropriate and
whether a credit institution's liquidity is adequate (Article 1 0 ( 1 ) and
Article 1 1 of the Banking Law ) .
I f a credit institution, by a considerable margin o r repeatedly, exceeds
the ceilings established by the principles, it may as a rule be presumed that
it lacks the necessary capital resources (Principles I and la) or that its
liquidity is inadequate ( Principles II and Ill) . In deciding whether a credit
institution's capital resources and liquidity are adequate, special circum
stances that would justify lesser-or, as the case may be, more stringent
requirements may be taken into account.
Public mortgage banks and installment credit institutions shall be subject
to Principle I only.
15 Issued by the Federal Banking Supervisory Office on March 8 , 1 962 and
amended by its Notice No. 1 /64 of August 25, 1 964. The amended version
entered into force on January 1, 1 965.
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The principles shall not apply to private mortgage banks that do not
avail themselves of the right to the status of large-scale business enterprises
as defined in Article 46( 1 ) of the Mortgage Bank Law, to maritime mortgage
banks, to central security depositories, to investment companies, or to
credit institutions that engage exclusively in banking operations as defined
in Article 1 ( 1 ) , items 7 and 8, of the Banking Law.
The principles as amended on August 25, 1 964 shall enter into force on
January 1, 1 965.

Principle 1
A credit institution's credit to business enterprises, individuals and other
credit institutions plus its participations, less the global value adjustment,
shall not exceed 1 8 times its pledged capital resources [haftendes
Eigenkapital].
Credit shall be understood to include short-, medium- and long-term
credit. There shall be included only 50 per cent of long-term credit that
serves as cover for debt certificates, that is granted against a real estate lien
in connection with mortgage lending as defined in Article 20(2 ) , items 1 and
4, of the Banking Law or is granted against equivalent liens on ships, or
that is fully guaranteed by domestic corporate entities or public-law
institutions.

Principle la
A credit institution's own acceptances, promissory notes, and bills drawn
on borrowers that are in circulation shall not exceed 1 . 5 times its pledged
capital resources.

Principle II
A credit institution's investments in long-term credit, in syndicate
holdings, in participations, in securities not quoted on the stock exchange,
and in land and buildings shall not exceed its long-term financial resources.
The following are to be regarded as long-term financial resources:
the capital resources,
the credit institution's own bonds in circulation,
bonds sold in advance of issue,
long-term loans acquired,
60 per cent of the savings deposits,
10 per cent of the sight and time deposits of nonbanks.
In the case of central giro institutions and central cooperative credit
institutions, the following shall in addition be included :
20 per cent of the member institutions' time deposits subject to notice or
running for an agreed period of from six months to four years;
50 per cent of the member credit institutions' time deposits subject to
notice or running for an agreed period of at least four years.
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Principle Ill
A credit institution's debtors, its bills drawn on borrowers, its dividend
bearing stock exchange securities and its "other assets" shall not exceed
the total of the following financial resources:

60 per cent of the sight and time deposits of nonbanks,

35 per cent of the sight and time deposits of credit institutions,
20 per cent of the savings deposits,

35 per cent of funds accepted at notice or for periods of from one
month to four years, excluding customers' use of credits opened at credit
institutions abroad,
80 per cent of customers' use of credits opened at credit institutions
abroad,
80 per cent of liabilities arising from own acceptances, promissory notes
and bills drawn on borrowers,
plus the surplus or less the shortfall of financial resources as defined in
Principle 11.
In the case of credit institutions engaging in commodity transactions, the
stocks of goods included in the item "other assets" shall be disregarded.

The Monetary Unit :

A Note

The basic monetary unit of the Federal Republic of Germany
is the deutsche mark.
By virtue of Art. 1 ( 1 ) of the Currency Law of June 1 8 , 1 948,
the deutsche mark was designated as the unit of account with effect
from June 2 1 , 1 948. For historical information on the deutsche
mark, the mark, the rentenmark, and the reichsmark, see Rene
Sedillot, Toutes les monnaies du monde: Dictionnaire des changes
(Paris, 1 955 ) , pp. 2 1 -22, p. 1 26 ( deutsche mark ) , pp. 435-437
( reichsmark) , and pp. 43 8-439 (rentenmark) .
Par Value. With effect from January 30, 1 953, the Federal Re
public of Germany agreed with the International Monetary Fund
on an initial par value of 0.2 1 1 5 8 8 gram of fine gold per deutsche
mark or 4.20 deutsche mark per U.S. dollar. With effect from
March 6, 1 9 6 1 , the Fund concurred in the proposal of Germany to
change the par value to 0.222 1 68 gram of fine gold per deutsche
mark or 4 deutsche mark per U.S. dollar.

©International Monetary Fund. Not for Redistribution

294

GERMANY

The Subsidiary Coins Law, 1950 1
Art. I. Subsidiary coins of 1 , 2, 5, 10 and 50 deutsche pfennig (Pf) and
of 1, 2 and 5 deutsche mark (DM ) shall be minted as federal coins.
Art. 2. The subsidiary coins that are to be minted in conformity with
Article 1 shall be legal tender, subject to the provisions of Article 3.
Art. 3.- ( 1 ) No one is required to accept in payment coins denominated
in deutsche mark in an amount exceeding DM 20 and coins denominated
in pfennig in an amount exceeding DM 5.
( 2 ) Federal cash offices and cash offices of the Liinder shall accept
in payment or shall exchange for other legal tender, coins referred to in
paragraph ( 1 ) without limitation of amount. Under this Law cash offices
of the German Post Office are considered to be Federal cash offices.
Art. 4. The acceptance and exchange requirement is not applicable to
coins that have been pierced or have diminished in weight for reasons
other than as a result of normal circulation, or to counterfeit coins.
Art. 5. The minting of Federal coins in excess of an amount of twenty
deutsche mark per inhabitant requires the approval of the Board of Directors
of the Deutsche Bundesbank.
Art. 6.-( 1 ) The Federal Government shall fix the shape and weight
of the coins to be minted as well as, in agreement with the Board of
Directors of the Deutsche Bundesbank, the distribution of the amounts to
be minted among the various denominations and the material and alloy.

( 2 ) The shape, weight, material and alloy of the coins shall be announced.
Art. 7.-( 1 ) The subsidiary coins shall be minted by order and for the
account of the Federal Government in the mints of the Liinder that declare
their willingness to do so. The minting process shall be under the super
vision of the Federal Minister of Finance.
( 2 ) The Federal Minister of Finance shall provide the mints with the
metals required for minting.
( 3 ) The Federal Minister of Finance, with the approval of the Bundesrat,
shall determine the distribution among the individual mints of the amounts
1 Gesetz iiber die Auspriigung von Scheidemlinzen of July 8, 1950, as
amended by a law of January 1 8 , 1963. This Law is applicable in the Land
Berlin as well as in the Federal Republic. In the version given here, the
word Article (Art.) corresponds to the sign §. Also, the name Bank
deutscher Liinder has been replaced by the name Deutsche Bundesbank, in
accordance with Art. 1 and item 1 of Art. 43 ( 1 ) of the Law Concerning
the Deutsche Bundesbank.
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to be minted and the compensation which the mints are to receive in
equal measure for minting each type of coin.
Art. 8.-( 1 ) The Federal coins shall be put into circulation by the
Deutsche Bundesbank in accordance with demand. To this end the
Deutsche Bundesbank, subject to the provisions of paragraph ( 2 ) , shall
accept from the Federal Government the Federal coins minted in con
formity with Article 1 and credit them at face value.
( 2 ) If coins have been minted in a total amount exceeding twenty
deutsche mark per inhabitant, the holdings of the Deutsche Bundesbank
shall not exceed for any considerable length of time 1 5 per cent of the
total amount of Federal coins in circulation. If during a period of six
months its holdings at the end of each month have continually exceeded the
maximum level, the Deutsche Bundesbank shall place coins in a special
deposit for the account of the Federal Government in the amount by
which the maximum level was exceeded at the end of the last month.
Should its holdings at the end of a month again fall below the maximum
level, they shall be replenished correspondingly.
Art. 9. Coins whose weight and recognizability have considerably dimin
ished as a result of prolonged circulation and wear shall be accepted by all
Federal cash offices and cash offices of the Uinder. They shall then, for
the account of the Federal Government, be withdrawn from circulation.
Art. 10.-( 1 ) The Federal Government is authorized, with the approval
of the Bundesrat, to withdraw coins from circulation. The period for
redemption must be at least three months.
( 2 ) The withdrawal from circulation of coins shall be published in the

Bundesgesetzblatt. It shall, furthermore, be announced in the Bundesan
zeiger and the daily papers that are used for official announcements by the
lower administrative authorities.

Art. 1 1.-( 1 ) The coins minted on behalf of the Deutsche Bundesbank
shall from the time this Law enters into force have the status of Federal
coins.
( 2 ) The Deutsche Bundesbank shall reimburse the Federal Govern
ment for the equivalent value of coins that it has already issued at the
time this Law enters into force; the Federal Government shall reimburse the
Deutsche Bundesbank for the manufacturing costs of the coins minted on
its behalf.
Art. 12. The Federal Government shall, with the approval of the Bundes
rat, issue the administrative regulations for the enforcement of this Law.
Art. 13. This Law enters into force on the day following its publication.
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The Bretton Woods Agreements Law, 1952

1

Art. 1. The adherence of the Federal Republic of Germany to the Arti
cles of Agreement of the International Monetary Fund and the International
Bank for Reconstruction and Development, adopted at the United Nations
Monetary and Financial Conference of Bretton Woods (N.H., U.S.A . )
held from July 1 t o July 2 2 , 1 944, i s hereby approved.
Art. 2. To comply with the obligations which the Federal Republic of
Germany has to fulfill as a member of the International Monetary Fund,
with a quota in the amount of one billion two hundred million U.S. dollars,
and as a shareholder of the International Bank for Reconstruction and
Development, with a subscription to the Bank's capital in the amount of
one billion two hundred and eighty million U.S. dollars, the Federal Minister
of Finance is authorized to appropriate a credit to a maximum of nine
billion six hundred and five million deutsche mark."
Art. 3. The Bank deutscher Jjinder is authorized to grant to the Federal
Republic of Germany, for meeting the obligations mentioned in Article 2,
a credit of up to one hundred and eighty-four million deutsche mark in
excess of the amount established pursuant to Article 1 , Section 2d, of Law
No. 15 of the Allied High Commission amending the legal provisions con
cerning banking and currency reform of December 1 5 , 1 949 (A mtsblatt
of the Allied High Commission in Germany, page 70) .
Art. 4. The Bank deutscher Lander is authorized to transact the business
of the Federal Republic of Germany with the International Monetary Fund
and the International Bank for Reconstruction and Development pursuant to
Article V, Section 1 , of the Articles of Agreement of the International
Monetary Fund and Article HI, Section 2, of the Articles of Agreement of
the International Bank for Reconstruction and Development. Further
more, the Bank deutscher Lander is authorized to act as depository for the
International Monetary Fund pursuant to Article XIII, Section 2, of the
Agreement of the International Monetary Fund and as depository for the
' Gesetz iiber den Beitritt der Bundesrepublik Deutschland zu den
Abkommen iiber den Jnternationalen Wahrungsfonds (International Mone
tary Fund ) und iiber die Internationale Bank flir Wiederaufbau und Ent
wicklung ( International Bank for Reconstruction and Development ) of
July 28, 1 952, as amended through July 3 1 , 1 966. The Law was published
in the Bundesgesetzblatt, 1 952, Part II, p. 637 (August 1 , 1 952) and there
fore entered into force on August 2, 1 952. In the version published here, the
word Article (Art. ) corresponds to the German word A rtikel.
Germany's initial quota in the Fund, US$330 million, was increased to
US$787.5 million with effect from September 15, 1959, and to US$ 1 ,200
million with effect from May 27, 1966 (pursuant to Resolutions of the
Board of Governors of the Fund Nos. 1 4-3 and 20-7, respectively ) . Also,
the Deutsche Bundesbank is a participant in the Fund's General Arrange
ments to Borrow, for amounts not exceeding DM 4,000 million (equivalent
to US$ 1 billion ) ; see Appendix VI, below.
2
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International Bank for Reconstruction and Development pursuant to
Article V, Section 1 1 , of the Agreement of the International Bank for
Reconstruction and Development.•
Art. 5.-( 1 ) The two Agreements mentioned in Article 1 are published
below with force of law.
( 2 ) The day on which they enter into force for the Federal Republic
of Germany is to be announced in the Bundesgesetzblatt!
Art. 6. The present Law is valid also in the Land Berlin in accordance
with Article 1 3 of the Law Concerning the Status of the Land Berlin in the
Financial System of the Federation (Third Transitional Law) of Janu
ary 4, 1 952 (Bundesgesetzblatt, Part I, page 1 ) .
Art. 7. The present Law enters into force on the day after its publica
tion.

[The A rticles of Agreement of the Fund and of the Bank, which were
published in German and English in the Bundesgesetzblatt immediately
following this Law, have been omitted here.]

Bibliographical Note
PUBLICATIONS OF THE DEUTSCHE BUNDESBANK
Geschiiftsbericht (annual, 1 957-) . Also published in English with the
title Report. For 1 950-57, the Bank deutscher Uinder issued its
Geschiiftsbericht annually; there are eight volumes in this series, the
first covering 1 948-49.

Monatsberichte (monthly, August 1 957-) . Also published in English as
Monthly Report. This publication supersedes Monatsberichte der Bank
deutscher Liinder (January 1 949-July 1 956 ) , published in English
as Monthly Report of the Bank deutscher Liinder.
• Art. 5 of the Law of July 1 2, 1 95 6 concerning the International Finance
Corporation and related matters (see the Bundesgesetzblatt, 1 956, Part 11,
pp. 747-48 ) provides that the Governors of the Federal Republic of Ger
many for the Fund, and their Alternates, exercise their functions in agree
ment with the Federal Minister of Economics, and that the Executive Direc
tors and their Alternates are subject to instructions from the Minister.
• The Agreements entered into force on August 1 4, 1 952, the day on
which the instruments of acceptance were deposited with the Department
of State in Washington, D.C.
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PUBLICATIONS RELATING TO BANKING AND CENTRAL
BANKING
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( [Frankfurt am Main], 1 949-5 1 , loose-leaf) . Includes the text of the
four laws for the reform of the monetary system published on July 14,
1 948 by the B ank deutscher Liinder, the law concerning the establish
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Herold, H., and W. Lippisch, Bank- und Borsenrecht: Systematischer
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pp. 2 16-366, and "Die gesetzlichen Bestimmungen und sonstigen
Vorschriften fi.ir das Kreditwesen und die Bankenaufsicht," pp. 378-648.
Opie, R. G., "Western Germany," in R. S. Sayers, ed., Banking in Western
Europe (Oxford, 1 962 ) , pp. 53-123.
Reischauer, F., and J. Kleinhans, Kreditwesengesetz (KWG ) : Loseblatt
kommentar fur Praxis nebst sonstigen Bank- und Sparkassenrechtlichen
A ufsichtsgesetzen sowie ergiinzenden Vorschriften (Berlin, 1963 ) .
Rittershausen, H., "Banking i n Western Germany," in H . W . Auburn, ed.,
Comparative Banking, 3rd ed. (London, 1966 ) , pp. 63-7 1 .
Salzmann, K., and J. H . Eibl, Bankrecht: Sammlung der Gesetze,
Verordnungen ilber Organisation, Geschiiftsbetrieb und Tarifrecht der
Banken, Sparkassen und Kreditgenossenschaften in der Bundesrepublik
Deutschland ( Munich, no date) , 4 vols., loose-leaf.
Schmidt, W., "Deutsche Bundesbank," in Eight European Central Banks
(London and New York, 1 963 ) , pp. 54-96.
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Rahmen der Wirtschaftsverwaltung (Frankfurt am Main, 1960 ) .
Schork, Ludwig, Gesetz uber das Kreditwesen: Kommentar (Cologne and
Berlin, 1965 ) .
Siara, G., and W. Torman, Gesetz ilber Kapitalanlagegesellschaften:
Kommentar (Frankfurt am Main, 1957 ) .
Sichtermann, S., Das Recht der Banken und Wertpapiere, einschliesslich
Steuer- und Priimienrecht (Flensburg, 1962 ) .
Spindler, Joachim V., Willy Becker, and 0.-Ernest Starke, Die Deutsche
Bundesbank: Grundzuge des Notenbankwesens und Kommentar zum
Gesetz ilber die Deutsche Bundesbank, 2nd ed. (Stuttgart, 1960 ) .
Stucken, Rudolf, Deutsche Geld- und Kreditpolitik, 1914 bis 1 963, 3 rd ed.
(Tiibingen, 1964 ) .
Trost, E., and W. Schiitz, Bankgeschiiftliches Formularbuch, 2nd ed.
(Berlin, 1 962) .
Wallich, Henry C., Mainsprings of the German Revival (New Haven,
1955 ) .
Wittgen, R., Die Geldpolitik der Geschiiftsbanken (Frankfurt am Main,
1965 ) .
RELATED LAWS
BANKING LAW
Hypothekenbankgesetz (Law on Mortgage Banks) of February 5,
1963 (Bundesgesetzblatt, Part I, p. 8 1 ) .
BILLS OF EXCHANGE AND CHECK LAW
Scheckgesetz (Law on Checks) of August 14, 1933 (Reichsgesetzblatt,
Part I, p . 597 ) .
Wechselgesetz (Bills o f Exchange Law) o f June 2 1 , 1933 (Reichsge
setzblatt, Part I, p. 399 ) .
See also section entitled "Deutschland" i n Schettler and Biieler, Das
Wechsel- und Scheckrecht al!er Liinder (Cologne, 1957-, loose-leaf) .
CoMPANY LAW
Aktiengesetz (Law on Shares) of September 6, 1965 (Bundesgesetz
blatt, Part I, p. 1089) . The first title of this Law (Secs. 1-277 ) covers
joint-stock companies and the second title (Secs. 278-290) partner
ships limited by shares.
Handelsgesetzbuch (Commercial Code) of May 1 0, 1897 (Reichsgesetz
blatt, p. 2 1 9 ) . Book II of the Code contains provisions on company
law relating to partnership ( Secs. 105-1 60 ) , partially limited liability
company (Secs. 1 6 1-177 ) , and silent partnership (Secs. 3 35-342) .
The provisions o f this Code have been superseded i n part b y subse
quent laws, for example, the above-mentioned Law on Shares.
On various aspects of company law, see also section entitled "Deutsch
land" in Jura Europae: Droit des societes; Gesellschaftsrecht ( Berlin,
Munich, and Paris, 1964-, loose-leaf; bilingual edition in French
and German) , vol. I.
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EUROPEAN RECOVERY PROGRAM-SPECIAL FUND

Gesetz vom 3 1 . Januar 1950 betreffend das Abkommen tiber wirtschaft
liche Zusammenarbeit zwischen den Vereinigten Staaten von Amerika
und der Bundesrepublik Deutschland vom 1 5 . Dezember 1 949 (Law
of January 3 1 , 1950 relating to the Agreement on Economic Coopera
tion Between the United States of America and the Federal Republic
of Germany of December 15, 1 949 ) , (Bundesgesetzb/att, p. 9 ) .
Gesetz tiber die Verwaltung des ERP-Sondervermogens (Law o n the
Administration of the ERP Special Fund ) , (Bundesgesetzb/att,
Part l, p. 1 3 1 2 ) .
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Publication of Statutes and Regulations

The Official Gazette ( Ephimeris tis Kivernisseos) consists of
three parts and annexes : Part 1 contains the texts of decrees, laws,
ministerial decrees, and treaties; Part 2 contains the texts of minis
terial decisions and decisions of other public authorities; Part 3
contains the texts of decrees and notices concerning public services.
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The Statutes of the Bank of Greece

1

NoTE : -A "Protocol for the Stabilisation of the Currency and
the Liquidation of the Budget Arrears of the Hellenic State and for
the Further Settlement of Greek Refugees," signed at Geneva on
September 1 5, 1 927 and ratified by Greece on January 1 2, 1 928,
provided in Article IV for the establishment of a new and independ
ent bank, to be called the Bank of Greece. The Statutes of the Bank
of Greece, originally published as Annex IV to the Protocol, were
approved by a Decree-Law of November 1 0, 1 927 and Law No.
3424 of December 7, 1 927.2 The Bank of Greece commenced
business on May 1 4, 1 928, in accordance with a Decree-Law of
May 1 2, 1 928.
PART I. GENERAL
Art. I. A limited liability company is hereby established under the
title of "The Bank of Greece," having its registered office in Athens and
governed by these Statutes.
The duration of the Bank shall extend to December 3 1 , 1 970, but
may be prolonged by a decision of a General Meeting of Shareholders
confirmed by a decree.
Art. 2. The Bank of Greece shall have the sole right of issuing bank
notes within the whole territory of the Greek State. The exclusive privilege
of note issue shall extend until December 3 1 , 1 960 and shall remain in
force thereafter unless withdrawn by law, provided that such withdrawal
shall not take effect before the expiration of three years from the passing
of such a law; but the privilege may be revoked at any time if the Bank
fails to ensure that the gold value of its notes remains stable, as required
in Article 4.3
Art. 3. During the period of the privilege granted to the Bank, the
Greek Government binds itself not to issue or reissue money of any
type whatever other than subsidiary coins of denominations not higher

�----- ----- ---�

- --------- - ---

1

Katastatikon tes Trapeza tes Hellados, as amended through March 1 ,
1966. For the text i n Greek a s amended through 1960, see the pamphlet
edition published by the Bank of Greece (Athens, 1961 ) .
2 For the text in French and English of the Protocol and of Annex IV
thereto, see League of Nations, Treaty Series, Vol. 70, pp. 9-19 and 32-67.
See also the Report of the Financial Committee of the League of Nations,
submitted to the Council on September 15, 1 927, in League of Nations,
Official Journal (Geneva) , October 1927, pp. 1 300- 1 3 05, especially pp. 1 3021 303.
• This requirement is no longer in effect; see footnote 4, below.
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than twenty drachmas, and these only to the Bank and at its request
and in accordance with the law and the related contracts between the
State and the Bank in force from time to time.
Art. 4. [The first duty of the Bank shall be to ensure that the gold
value of its notes remains stable.] 4 To this end, it shall exercise control,
within the limits of its Statutes, over currency and credit in Greece.

[Art. 5. To ensure the convertibility of its notes:
( 1 ) The Bank, on the request of any person who makes a demand or
offer to that effect at the Bank's Head Office in Athens, shall be bound
to sell to, or to purchase from, such person, in exchange for legal-tender
currency of Greece, at the rates defined in paragraphs ( 2 ) and ( 3 ) of
this Article, respectively, the legal-tender currency of such foreign gold
standard country, or countries, as is, by law and in practice, convertible
into exportable gold and such as may be notified in the Official Gazette,
for immediate delivery in such foreign country or countries, provided
that no person shall be entitled to demand or to offer an amount of
foreign currency of less value than ten thousand drachmas of legal
tender money of Greece.
( 2 ) For the purpose of determining the rate applicable to the sale of
foreign currency under this Article, the amount in drachmas which repre
sents one thousand grams of fine gold in accordance with the stabilization
rate shall be deemed to be equivalent to such sum in that foreign
currency as is required to purchase one thousand grams of fine gold in
that foreign country, at the rate at which the principal currency authority
of that country is bound by law to sell gold in exchange for currency,
after deduction from such sum of an amount, to be fixed by the Bank,
representing the normal cost per one thousand grams of transferring gold
bullion in bulk from Athens to that foreign country, including interest
and insurance on its value during transit.
( 3 ) For the purpose of determining the rate applicable to the purchase
of foreign currency under this Article, the amount in drachmas which
represents one thousand grams of fine gold in accordance with the
stabilization rate shall be deemed to be equivalent to such sum in that
foreign currency as is realized by the sale of one thousand grams of
fine gold in that foreign country, at the rate at which the principal
currency authority of that country is bound by law to purchase gold in
exchange for currency, after addition to such sum of an amount, to be
fixed by the Bank, representing the normal cost per one thousand grams
of transferring gold bullion in bulk from that foreign country to Athens,
including interest and insurance on its value during transit.
• The validity of the first sentence of Art. 4 was suspended by virtue of
Law No. 5422 of April 26, 1 932.
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( 4) On the date on which the provisions of this Law become operative,
the Bank shall publish in the Official Gazette the name of at least one
foreign gold-standard country for the purposes set forth in paragraph ( 1 )
of this Article. The Bank shall similarly publish any additions to or
changes in the list of foreign gold-standard countries to which para
graph ( 1 ) of this Article is to apply. The Bank shall also, from time to
time, determine the equivalent rates in accordance with the provisions
of paragraphs ( 2) and ( 3 ) , and shall publish the rates so determined
in the Official Gazette.] •
Art. 6. The Head Office of the Bank shall be at Athens.
The Bank is empowered to establish branches or agencies, or appoint
agents, anywhere in Greece, and may open agencies or appoint agents
abroad in one or more of the listed gold-standard countries referred to
in paragraph ( 4 ) of Article 5 .
Art. 7. The present Statutes may b e amended b y a resolution o f a
General Meeting of Shareholders confirmed by law.

PART Il. CAPITAL AND RESERVES
Art. 8. The share capital of the Bank, stated at the time of its crea
tion to be four hundred million drachmas, is divided into eighty thousand
shares (of a value of five thousand drachmas each) 6 and has been fully
paid up by the National Bank of Greece, this Bank having taken over
the entire share capital in accordance with the stipulations of Article 2 of
the Agreement between the State and the National Bank of Greece, to
which agreement these Statutes are annexed. The said share capital of the
Bank of Greece, upon readjustment in conformity with the Decree of
November 14/27, 1956 on readjusting the statements of account of all
joint-stock companies as of January 1, 1957, is fixed at one hundred and
sixty-eight million drachmas divided into eighty thousand shares.
The shares of the Bank are nominative. The transfer of shares shall be
effected by the registration thereof in a special book, and a new certifi
cate of ownership shall be issued on the occasion of each transfer. The
transfer shall be signed by the transferor, or his attorney, and by the
Governor of the Bank.
Every shareholder, irrespective of his residence, shall recognize Athens
as his domicile for the purposes of his relations as a shareholder with the
Bank of Greece, and shall be subject to the Greek laws and to the
jurisdiction of the Athens Courts of Law. The ownership of a share certifi-

The validity of Art. 5 was suspended by virtue of Law No. 5422 of
April 26, 1 932.
The phrase "of a value of five thousand drachmas each," which was
in the original text of the Statutes and signifies the nominal value of the
shares, has been put in parentheses to avoid any misunderstanding of the
amount of the present share capital, Dr 168 million, which resulted from
the revaluation. See also the remainder of this Article and Art. 71 ( 2 ) .
5

6
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cate shall imply, ipso facto, the acceptance of the provisions of the
Bank's Statutes and the decisions taken in accordance therewith by the
authorities of the Bank. Shareholders shall be liable only to the extent of
the nominal amount of the shares they hold, and they shall possess,
vis-a-vis the Bank, only such rights as are expressly granted to them by
the Statutes. In particular, shareholders of the Bank and their creditors
shall have no right to request that the books or assets of the Bank be
held under seal or seized.
The State and State enterprises shall not, directly or indirectly, hold
shares of the Bank amounting in the aggregate to more than one tenth
of the nominal issued capital.
Art. 9. The capital of the Bank may be increased by the Board of
Directors, subject to the approval of the Government. Every such increase
shall be fully paid up and the price at which such further shares shall
be issued and the manner of issue shall be fixed by the Board of
Directors, also with the approval of the Government.
Art. 10. The General Reserve Fund ( and Special Reserve Funds, if
any) shall be built up out of the annual net profits as provided for in
Article 7 1 . Allocations to the General Reserve Fund may be suspended
whenever the Fund amounts to or exceeds the paid-up capital of the
Bank.
PART Ill. GENERAL MEETINGS OF SHAREHOLDERS
Art. 1 1 . The General Meeting of Shareholders, as constituted by the
provisions of these Statutes, shall be the supreme authority of the Bank
and shall represent the entire body of shareholders. Its decisions shall be
binding upon all the shareholders, including those absent from or dis
qualified from attending a Meeting or who dissent from the decisions
taken by the Meeting.
Art. 12. General Meetings shall be held as follows :

(a) A General Meeting shall be held regularly once in every year, not
later than the month of April.

( b ) Extraordinary General Meetings shall be held as often as may be
required.
General Meetings and Extraordinary General Meetings shall be con
vened by the Board of Directors. Upon the request in writing of duly
qualified shareholders representing at least one fourth of the share capital,
the Board shall call an Extraordinary General Meeting which shall take
place within thirty days from the receipt of such request. Every such
request shall be accompanied by the motions which are to be submitted
to the Meeting and by a statement of the reasons in support of them.
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The notice calling a General Meeting, specifying place, date, time and
agenda, shall be displayed in a prominent position in the offices of the
Bank and shall be published in the Official Gazette and in such news
papers as the Board of Directors may decide. Not less than twenty-one
days' notice shall be given of any General Meeting.
On the occasion of the Annual General Meeting, copies of the Annual
Report shall be obtainable by shareholders at all the offices of the Bank.
Proposals to amend these Statutes-with the exception of increases in
the capital, for which provision is made in Article 9-may also be dis
cussed at Extraordinary General Meetings which shall be held for this
purpose. Decisions arrived at on such subjects are submitted through the
Government to Parliament for approval.
Art. 13. Every shareholder who has been registered as such in the
books of the Bank for not less than three months, and who owns at
least five shares, shall be entitled to speak and to vote at any General
Meeting. Five shares shall confer upon their holder the right of one vote,
subject to the proviso that no one shareholder is entitled to more than
fifty votes in his own name. He may have the right as proxy for other
shareholders to cast further votes not exceeding one hundred. In the case
of a joint holding, only one shareholder shall be permitted to attend the
General Meetings of Shareholders.
Shareholders having less than five shares may appoint a shareholder as
a mutual representative who may sit at the General Meetings, provided
that he represents at least five shares.

Art. 14. The following persons shall not be entitled to exercise the
rights of shareholders at General Meetings, individually or by proxy:

(a) Persons who are not Greek subjects;
( b ) Bankrupts, during the period of the limitation of their rights;

(c) Persons who have not fulfilled their obligations toward the Bank or
whose bills, in the hands of the Bank, have been protested and are
unpaid;
(d) Persons whose civil or political rights or privileges have been cur
tailed or withdrawn as a result of conviction for a criminal offence,
so long as such curtailment or withdrawal remains in force.
Art. 15. No official or employee of the Bank may represent a share
holder at a General Meeting, except in his capacity as a relative up
to the fourth degree inclusive or as a legally appointed trustee or admin
istrator.
Art. 16. Every shareholder, even if the owner of only one share, is
entitled to transfer his right to vote at a General Meeting to some other
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shareholder by proxy, subject to the limitation of voting power mentioned
in Article 1 3 and to the provisions of Articles 14 and 15.
Art . 17. The Board of Directors shall prescribe the form in which the
voting right may be transferred. The proxies must be lodged with the
Secretariat not less than seven days before the Meeting.
Art. 18. At General Meetings the chair shall be taken by a share
holder chosen by the Meeting. In case of a tie, the chairman shall have a
second or deciding vote.
Art. 19. The Annual General Meeting shall alone be competent to
deal with the following matters :

( a ) Approval of the Annual Report;
( b ) Approval of the balance sheet after hearing the report of the
Auditors;

(c) Allocations to reserve and other special funds, declarations of divi
dends and other disposal of profits;
(d) The election or removal of members of the Board of Directors
and of Auditors, and the fixing of their fees and traveling expenses;
( e ) The discharge from all personal responsibility of members of the
Board of Directors and of the Auditors; the voting on this ques
tion shall not be by secret ballot and each shareholder present
shall be called upon separately for his vote;

(f) Proposals to amend these Statutes, except increases of capital (Arti
cle 9 ) ; such proposals shall be submitted to Parliament through the
Government;
(g) Motions on other matters proposed to the Meeting by the Board
of Directors or shareholders.
Subject to the provisions of these Statutes, the General Meeting shall
decide upon its own method of procedure.
PART IV. ADMINISTRATION

1 . BOARD OF DIRECTORS
Art. 20. The general conduct of the affairs of the Bank shall be
entrusted to the Board of Directors, which shall be responsible to the
General Meeting. The Board shall be entitled to take all decisions and
exercise all powers, within the limits of the Statutes, which are not
specially reserved to the General Meeting.
Art. 21. The Board shall consist of the Governor, the two Deputy
Governors, and nine Directors. At least five of the Directors shall be
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elected from among those persons who are actively engaged in the specific
fields of industry, commerce and agriculture.
The Governor and the Deputy Governors shall be appointed as pro
vided for in Article 29.
The Directors shall be elected by the General Meeting for a term of
three years. The first Board of Directors of the Bank shall be appointed
by the Government in mutual agreement with the National Bank of
Greece and shall retire at the Annual General Meeting held in 1 929.
Of the Directors to be elected at that year's General Meeting, three, to
be determined by lot, shall retire at each of the Annual General Meetings
held in the years 1 930, 193 1 and 1932.
All Directors shall be eligible for re-election.
Art. 22. Any shareholder of the Bank is eligible to serve as a Director,
with the following exceptions:

( 1 ) Members of the Government, or government employees, or employ
ees of public institutions and enterprises;
( 2 ) Members of Parliament;
( 3 ) Directors or employees of other banks;
( 4) Any person whose status comes within the definitions of Arti
cle 14.
The Governor and the Deputy Governors may serve on the Board of
Directors of the Bank for International Settlements.
No two or more persons who are associated in business or related to
one another by a degree of relationship up to and including the third
degree may at one and the same time be Governors or Directors of the
Bank.
In the event of a vacancy occurring on the Board during the course
of the year and between two consecutive Annual General Meetings, the
Board of Directors shall elect a substitute Director to serve until the
next Annual General Meeting.
The Governor, the Deputy Governors and the Directors shall, upon
assuming office, take an oath to the effect that they will observe the
provisions of these Statutes strictly and faithfully, that they will promote
the interests of the Bank in all respects, that they will devote them
selves honorably and assiduously to the administering of the business of
the Bank and that they will observe due secrecy in regard to the trans
actions of the Bank. The Governor and the Deputy Governors shall take
the oath before the King, and the Directors before the Governor at a
meeting of the Board of Directors.
Art. 23. During his term of office, every Director must hold, registered
in his name, not less than twenty-five shares in the Bank.
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Art. 24. If the Governor or a Deputy Governor or a Director is guilty
of a violation of these Statutes, reveals confidential matters pertaining to
the affairs of the Bank, or abuses his authority for personal or commer
cial gain, the General Meeting of Shareholders shall have the right to
remove him from office.
Art. 25. The membership of Directors shall be honorary. Their fees and
traveling expenses connected with the exercise of their duties as Directors
shall be approved by a General Meeting of Shareholders.
Art. 26. The Governor, or in his absence the Deputy Governor who
acts in his stead in accordance with the provisions of Article 32, shall call
a meeting of the Board of Directors whenever there is need for a meeting,
and at least once in each month, and shall preside at such meetings. The
presence of at least six members of the Board of Directors shall constitute
a quorum. A majority of the members present is required for the passing
of all resolutions. In case of a tie, the chairman shall have a second or
deciding vote.
The minutes of the meetings of the Board of Directors shall show the
names of the Directors present at the meeting and shall record all deci
sions passed at the meeting.
The minutes shall be signed by the chairman of the meeting and by a
member of the Board.
No Director shall be entitled to a leave of absence of more than four
months in any calendar year, unless it be the result of an inevitable
necessity which fully justifies such absence. A Director who fails to attend
the meetings of the Board for a period of four months within a calendar
year, or absents himself from four consecutive meetings without due leave
of absence or without the justification of an inevitable necessity, shall
be deemed to have resigned and shall be replaced in accordance with the
provisions of these Statutes. The second sentence of Article 35 shall apply
also to the Directors of the Bank.

Art. 27. The following matters shall be reserved for decision by the
Board of Directors :

(a) Rates of discount and interest;

( b ) General conditions governing, and scope of the categories of, opera
tions authorized in Article 55;
(c) The eligibility of applicants for accommodation by way of discounts
or advances and approval of the credit limits proposed by the
Governor for such accommodation;
(d) Approval of the renewal of bills, the renewal of advances for fixed
periods and the periodic review (not less than once every six months)
of all credits, discounts and advances;
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( e ) The discounting of bills in the circumstances referred to in Arti
cle 43;

(f) The appointment or dismissal of Managers, on the proposal of the
Governor, and the general internal organization of the Bank;

(g) The appointment of the members of the Discount Committees at
the Head Office and at the branches, and the fixing of their travel
expenses;
( h ) The issuing of regulations for a clearinghouse administered by the
Bank (Article 5 5 ( 1 5 ) ) ;
(i) Questions connected with the acquisition of immovable property
required for the operations of the Bank and the temporary acquisi
tion and sale of similar property under Article 58;
( k ) 1 Amortization of the Bank's assets;

(1) The appointment of foreign correspondents and the fixing of the
maximum amounts of the funds which may be held by them for
account of the Bank, as well as the limit on credit facilities by way
of discounts or loans to be granted to them;
( m ) Questions concerning the design, text, material, denominations
supply of bank notes, their withdrawal and cancellation and
terms under which mutilated notes may be paid; the design,
and denominations shall, however, be fixed in agreement with
Minister of Finance;

and
the
text
the

( n ) Questions regarding the liquidation of bankrupt enterprises and of
debts due to the Bank;

( o) The opening or closing of branches and agencies of the Bank;
(p) The agenda for General Meetings;
( q ) The signatures binding upon the Bank;
(r) The approval of the Annual Report and balance sheet to be sub
mitted to the Annual General Meeting.

Subject to the provisions of these Statutes, the Board of Directors will
decide upon its own method of procedure and may form itself into com
mittees to consider, or decide upon, such matters as may be entrusted to
them by the Board.
2. EXECUTIVE COMMITTEE
Art. 28. If, in the case of a matter which requires a decision by the
Board of Directors, it becomes imperative that it be made without delay,
7 The letter (j) was omitted from this listing in the English and French
texts as published by the League of Nations (see footnote 2, above) , and
has therefore also been omitted here.
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a decision on the matter may be taken by an Executive Committee con
sisting of the Governor, one of the Deputy Governors and two other
members of the Board. Meetings of the Executive Committee shall be
called by the Governor, or in his absence by the Deputy Governor acting
in his stead in accordance with the provisions of Article 32, the presence
of at least three members being required to constitute a quorum; provided
that when only three members are present a decision shall be taken only
unanimously. All decisions shall be recorded in the minutes and shall be
submitted to the Board of Directors for approval at a meeting of the
Board immediately following that of the Committee.
3. GOVERNORS
Art. 29. The Governor and the Deputy Governors, at the expiration
of the term of office of those already appointed to these offices, shall be
appointed, in ail future instances, by a decree of the Council of Ministers
and for a term of four years, on the proposals of the Board of Directors
of the Bank, and shall have the obligation to devote the entire time at
their disposal to the affairs of the Bank, except where the law requires
that they shall serve on the board of a public corporation or a public
enterprise or a governmental advisory body. They shall receive a salary
and emoluments to be determined by the Board of Directors, but their
remuneration may not take the form of a percentage of or a share in the
profits of the Bank. The Governor and the Deputy Governors are eligible
for reappointment. University professors of law and economics are eligible
to be members of the administration of the B ank, but they shall retain
the right to carry out the duties which are incumbent on them by virtue
of their university posts.
Art. 30.- ( 1 ) The Governor, or in his absence the Deputy Governor
acting in his stead as prescribed under the provisions of Article 32, shall
preside at all meetings of the Board of Directors. If none of the members
of the administration of the Bank are able to attend, a Director to be
appointed as prescribed under the provisions of Article 32 shall preside at
the meetings of the Board of Directors.

( 2 ) The Governor shall represent the Bank before all courts; in his
absence the Bank shall be represented by the person who acts in his
stead as prescribed under the provisions of Article 32, and in matters per
taining to the branches and agencies [of the Bank] also by their manager
or assistant manager or, in their absence, by the person acting in their
stead.
In instances where the Governor or the person acting in his stead is
required to appear personally in a court of law or before a judge-referee,
or where the Bank is to take an oath imposed by an order of the court,
the Bank shall be represented either by the Governor or by the person
who acts in his stead or, insofar as the case pertains to the affairs of the
Head Office, the Manager of the Legal Services or one of the Managers
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of the Head Office, and, insofar as the case pertains to the affairs of the
branches and agencies, by their manager or assistant manager or, in their
absence, by the person acting in their stead.
Art. 31. The Governor shall, on behalf of the Board of Directors, be
in permanent control of the administration of the B ank's assets and
general business, making decisions in all cases not specially reserved to
the Board or governed by regulations which they have issued.
Art. 32. The Governor may delegate any of his duties to the Deputy
Governors.
The Senior Deputy Governor of the Bank, immediately following the
Governor in line of precedence, shall replace the Governor in his
absence, inability to attend, or upon his death, and this to the fullest
extent of his duties. In the absence of the Senior Deputy Governor, the
Governor shall be replaced by the Junior Deputy Governor.
The seniority of the Deputy Governors is determined by the day and
date of their initial appointment, provided that their service in the office
of Deputy Governor is continuous from the date of the appointment.
If all the members of the administration are unable to carry out the
duties of the Governor, then he shall be replaced by another member
of the Board of Directors who shall be appointed for such purpose at the
beginning of each calendar year.
Art. 33. The staff of the B ank, with the exception of the Managers,
shall be appointed and may be dismissed by the Governor on the proposal
of the Board of Management, in accordance with Article 38.
Art. 34. During their term of office, the Governor and the Deputy
Governors must each hold at least fifty shares in the Bank, duly registered
in their own names.
Art. 35. Neither the Governor nor any of the Deputy Governors may
engage in any business whatever in and for their own account. No bills
of exchange or commercial notes bearing their signatures may be accepted
by the B ank for discount or as collateral for any credit granted by the
Bank.

4. BOARD OF MANAGEMENT
Art. 36. In order to ensure a uniformity of policy and procedure
throughout the several sections of the B ank, a Board of Management
shall be established, consisting of the Governor, the Deputy Governors,
and the Managers.
This Board shall meet at least once every week.
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Art. 37. The Board of Management shall make a detailed report every
month to the Board of Directors regarding the business and the position
of the Bank, in particular as regards discounts and advances, and shall
submit its opinion on all matters referred to it by the Board of Directors.
PART V. STAFF oF THE BANK

Art. 38. The staff of the Bank, with the exception of the Managers,
shall be appointed and may be dismissed by the Governor on the
proposal of the Board of Management.
Employees shall be appointed only to positions created by a decision
of the Board of Directors. The number of employees on the Bank's staff,
of any rank or category whatsoever, shall be fixed by the Board of
Directors in accordance with the necessities which may arise. No employee
up to and including the rank of assistant bookkeeper shall be appointed
except after an examination, details of which shall on each occasion be
specified by regulations. For the auxiliary personnel ( collectors, etc. ) , a
test of the qualifications of each as compared with the qualifications of
the other candidates shall be considered sufficient. Special technical employ
ees may be appointed for a specified or unspecified period of time. These
persons may become permanent employees by a decision of the Board
of Directors following an examination.
The Managers and the employees shall be pledged to secrecy with
regard to all transactions and business of the Bank.
The Managers and the employees of the Bank shall receive their
salaries, pensions or any other remuneration on terms laid down by the
Board of Directors. Their remuneration may not take the form of a com
mission or a share in the profits of the Bank.
Art. 39. Neither the Managers nor any other officials or employees of
the Bank shall be allowed to engage in business for their own account.
No bills or notes signed by them shall be accepted for discount or as
guarantee for an advance granted by the Bank.
PART VI. DISCOUNT COMMITTEES

Art. 40. Discount Committees shall be created for the purpose of
scrutinizing all bills presented for discount or as security for advances.
A written declaration shall be made by each member of a Committee,
upon appointment, that he will carry out his duties with strict impar
tiality. No member of a Discount Committee shall express an opinion or
vote on bills with which he is in any way connected, and while such bills
are under scrutiny he shall leave the meeting.
The proceedings of the Committees shall be confidential.
Decisions on the acceptance or rejection of bills shall be adopted by
a simple majority of votes, the chairman having a second or deciding
vote in the case of a tie.
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Art. 41. Discount Committees shall be appointed by the Board of
Directors for the Head Office and for branches which are authorized to
carry on independent discount operations, and shall consist of such num
ber of persons as the Board may decide. The members of these Com
mittees shall be familiar with the commercial, industrial and agricultural
conditions of the areas with which they are concerned.
A quorum shall be constituted as decided by the Board of Directors.
Members of Discount Committees shall be appointed for two years
and shall not be eligible for immediate reappointment. On the first occasion
on which appointments are made to any such Committee, one half of the
members shall be chosen by lot to retire after the expiration of one year.
Membership of the Committees shall be honorary. Members' expenses
incurred in the exercise of their duties shall be approved by the Board
of Directors.
Relatives up to the third degree inclusive, partners, or agents of mem
bers of the Board of Directors shall not be eligible for appointment to a
Discount Committee; nor shall any person who comes within the defini
tions in Article 14.
Art. 42. The chairman of the Discount Committee at the Head Office
shall be the Manager in charge of the relevant department or, in his
absence, some other member of the Board of Management. At the branches,
the branch manager shall take the chair at meetings of the Discount Com
mittee.
Art. 43. The Bank shall not be bound to discount bills accepted as
suitable by the Discount Committee. Any such decision reversing that of a
Discount Committee shall be made by the Board of Management.
Bills rejected by the Discount Committee may nonetheless be dis
counted, provided that, on each such occasion, the bills are approved by
a three-fourths majority vote of a meeting of the Board of Directors.
PART VII. AUDITORS

Art. 44. The first General Meeting and, subsequently, the Annual
General Meeting shall elect three qualified persons and two substitutes
as Auditors to examine and report upon the balance sheet of the Bank
to be presented at the next Annual General Meeting, and shall fix their
fees. No Director or other officer of the Bank shall be eligible during his
continuance in office.
The Auditors are entitled to obtain any explanation or information they
may require from the Governors or Managers and to examine the Bank's
books and documents.
The Auditors shall make a report to the shareholders on the annual
balance sheet and accounts, and in every such report they shall state
whether, in their opinion, the balance sheet is a full and fair balance
sheet containing all necessary particulars and properly drawn up so as to
exhibit a true and correct view of the state of the Bank's affairs and,
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if they have called for any explanation or information from the Governors
or Managers, whether it has been given and whether it is satisfactory.
Any such report made to the shareholders shall be read at the Annual
General Meeting.
The Auditors may, at the expense of the Bank, employ accountants
or other persons to assist them in investigating the accounts of the Bank.
Apart from the giving of information to the General Meeting, the
Auditors and their assistants shall observe strict secrecy in regard to the
affairs of the Bank.
PART VIII. RELATIONS WITH THE STATE
Art. 45. The Government shall entrust to the Bank all its money,
remittance, exchange and banking transactions in Greece and elsewhere,
and in particular all banking accounts and balances of the State, includ
ing the accounts of State enterprises, shall be kept at the Bank.
No interest shall be paid by the Bank on such accounts, except that
on funds held abroad the Bank may pay interest at a rate lower by not
less than one per cent per annum than the average rate earned by the
Bank on such funds.
The Bank shall receive and disburse State moneys and keep accounts
thereof in accordance with instructions from the competent State authori
ties and without remuneration for such services. The responsibility of the
Bank in regard to these funds shall be limited to the exact execution of
the instructions received by them.
The Bank shall be entrus.ed with the issue and management of all
internal State debts upon such terms and conditions as may be agreed
upon.
Art. 46. The Bank shall not grant accommodation to the State or to
State enterprises, directly or indirectly, by way of discounts, loans, advances
or overdrafts, otherwise than as provided in Article 55 ( 1 1 ) . Neither shall
the Bank guarantee Treasury bills or other obligations of the State or of
State enterprises. s
Art. 47. The Minister of Finance may nominate a Government Com
missioner who shall have the right to attend all General Meetings and
meetings of the Board of Directors, but not to vote. The salary of the
Government Commissioner shall be paid by the State.

At the General Meeting of Shareholders held on April 15, 1965, the
chairman of the Meeting announced that henceforth Art. 46 of the Statutes
should be read in conjunction with the provisions of Art. 4 of Legislative
Decree No. 4420 of 1 964, which reads as follows : "The Bank of Greece
may undertake obligations in respect of debts of the Greek State or, at
the Government's request, of State enterprises or legal entities incorporated
under public law; the amount of these and their nature shall be defined in
the Government's request to the Bank and, in all cases, the Government
shall give the Bank a corresponding pledge."
8
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The Commissioner shall have the right to protest any resolution of
the General Meeting or decision of the Board of Directors which he con
siders to be contrary to these Statutes or other laws of the State. Any
such protest, if concurred in by the Minister of Finance within two days,
shall have the force of a suspensive veto until the question in dispute
has been decided by a commission of three persons who shall be named
within seven days of a request to that effect being made either by the
Bank or by the Government Commissioner and shall report within seven
days of being named. The Commission shall be composed of one nominee
of the Government, one nominee of the Board of Directors, and a chair
man who shall be chosen by the Government and the Bank jointly or
who, failing an agreement between these parties, shall be the president of
the Court of Appeals.
Art. 48. Neither at the Head Office nor at the branches of the Bank
shall any representative of the Government have access to the books of
the Bank, except that, for the purpose of the preceding Article, the Govern
ment Commissioner may require the management of the Bank to furnish
him with whatever evidence may be necessary to enable him to form his
opinions. The Government Commissioner shall observe strict secrecy in
regard to the affairs of the Bank.
Art. 49. Any question in dispute between the Government and the
Bank, other than those leading to a suspensive veto by the Government
Commissioner, shall also be settled by arbitration in the same manner as
that provided in Article 47.
Art. 50. The Bank shall not be subject to any special regulations of
the Government or of its subordinate authorities during the period of its
sole privilege of note issue, with the exception of those provided for in
these Statutes.
PART IX. AccouNTS AND STATEMENTS
Art. 51. The financial year of the Bank shall begin on January 1 and
end on December 3 1 . At the end of the financial year, the accounts of
the Bank shall be submitted for audit to the Auditors elected by the
Annual General Meeting, as provided in Article 44.
Art. 52. The Bank shall draw up a statement of its assets and liabili
ties as of the fifteenth and the last day of each month, and publish it
not later than a week after these dates.
Art. 53. The Bank shall also publish annually, and not later than one
month before the date of the Annual General Meeting, its balance sheet
and profit and loss account as at December 3 1 of the preceding year.
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Art. 54. The Bank shall publish its returns, balance sheet, profit and
loss account and other notifications in the Official Gazette and in such
newspapers as the Board of Directors may decide. A copy of all state
ments of accounts and notifications and of the Annual Report shall be
sent to the Minister of Finance.

PART X. BUSINESS OF TIIE BANK
Art. 55. The business of the Bank shall be restricted to the following
operations. The Bank may :

( 1 ) Print and issue bank notes.
(2) Issue demand drafts and money orders payable at the Bank's Head
Office or branches. No such drafts or money orders drawn by the Bank
on itself shall be made payable to bearer.
( 3 ) Buy and sell gold coin or bullion.
( 4) Accept money on current or deposit account.
( 5 ) Discount, purchase or sell inland bills of exchange and promissory
notes arising out of bona fide commercial transactions, bearing not less
than two good signatures and maturing within three months.
The Bank may also discount coupons, maturing within three months,
of bonds issued or guaranteed by the Greek State.
The Bank may also discount bonds drawn either at par or by lot and
which have either been issued or guaranteed by the Greek State.
The Bank may further discount, purchase or sell bona fide inland agricul
tural bills and notes bearing not less than two good signatures and
maturing within nine months, provided that this category of bills and
notes does not exceed twenty-five per cent of the total amount of the
Bank's portfolio of inland bills and notes acquired under this paragraph.
It is further provided that the rate at which such inland agricultural bills
and notes shall be discounted may be a rate not more than one per cent
below the Bank's official minimum rate of discount for all other classes
of bills.
Within the meaning of the term "inland notes," above, also mentioned
in l O ( e ) of the present Article, are included the documents by which,
on the basis of the particular stipulations of Greek legislation, agricultural
pledges are constituted; the deeds which prove such or similar contracts;
the receipts for the storage of raisins ( retinue coupons) ; and other
similar receipts.
Buy and discount drafts maturing within a period not exceeding three
months. Drafts for goods of common use must be accompanied by shipping
documents, the goods must be duly insured, and the amount to be
advanced may not exceed eighty per cent of the current value of the
goods.
( 6) Discount, purchase and sell Treasury bills of the Greek State matur
ing within three months and which are endorsed by some bank, person
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or firm whose name has been approved by the Board of Directors. The
total amount of Treasury bills acquired in accordance with this provi
sion, or accepted as collateral in accordance with lO(c) below, may not
together at any time exceed five hundred million drachmas.
( 7 ) Undertake the issue and management of the State debt and loans
of other public bodies, and operations for the State as provided for in
Article 45.

( 8 ) Buy and sell, at home and abroad, foreign currencies based on gold,
telegraphic transfers, checks, bills of exchange ( including Treasury bills)
and drafts drawn in or on any place in a country whose currency is based
on gold and maturing within three months, and may keep balances with
banks in such currencies.
(9) Act as agent for or correspondent of any other bank in Greece or
abroad.
( 1 0 ) Grant advances for fixed periods not exceeding six months against
security as follows :
(a) gold coin and bullion;
( b ) bonds of, or guaranteed by, the Greek Government and other
Greek bonds and shares quoted on the Athens Stock Exchange;
and foreign government bonds quoted on the stock exchange of
any principal financial center, the capital and interest of which
are payable in a currency based on gold, provided that no advance
shall exceed eighty per cent of the market value of any such
bonds and seventy per cent of any shares pledged, and that the
bonds and shares eligible for hypothecation shall be chosen by a
three-fourths majority vote of a meeting of the Board of Directors;

(c) Treasury bills of the Greek Government within the limitations
specified in paragraph ( 6 ) of this Article;
(d) inland bills of exchange and promissory notes arising out of bona
fide commercial transactions bearing not less than two good signa
tures and maturing within three months, and foreign bills of the
character referred to in paragraph ( 8 ) of this Article;
(e) bona fide inland agricultural bills and notes bearing not less than
two good signatures and maturing within nine months, provided
that the amount advanced on them does not exceed twenty-five
per cent of the total advances; for advances made to a coopera
tive association, one good signature may be accepted in respect
of the bills referred to in this and the preceding subparagraphs;

(f) warehouse warrants in respect of staple commodities duly insured,
bearing at least one good signature, provided that no advance
shall exceed eighty per cent of the current value of the com
modities in question.
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The rate of interest charged on all advances, except any made under
paragraph ( 1 1 ) below, shall be not less than one per cent above the Bank's
current official discount rate for three-month bills.
( 1 1 ) Make temporary advances in drachmas to the Government for
expenditure authorized in the annual State budget, provided that the
whole of the advances outstanding at any one time shall not exceed five
hundred million drachmas and that all advances shall be repaid not later
than at the end of the quarter following the close of the fiscal year in
respect of which such advances were made, and subject to the provisions
of the second sentence of paragraph ( 6 ) above. The rate of interest to be
charged on these advances shall be agreed upon between the Bank and
the Government.
( 12 ) Accept the custody and management of moneys, securities and
other articles of value.
( 1 3 ) Undertake, on behalf of third parties, the purchase, sale, collection
and payment of securities, currencies and credit instruments, at home and
abroad, and the purchase and sale of gold and silver.
Guarantee bills bought for the account of other central banks, the
Bank for International Settlements or public corporations, and rediscount
them upon approval of the Board of Directors, at a commission specified
by it.
( 1 4 ) Invest an amount, not exceeding the paid-up capital and reserve
funds of the Bank, in bonds of the Greek Government or other bonds
quoted on the Athens Stock Exchange or other important financial
centers, the capital and interest of which shall be payable in a currency
which is based on gold and provided that the securities are selected by a
three-fourths majority vote of a meeting of the Board of Directors.
Nothing in this paragraph, however, shall be held to preclude the Bank
of Greece from taking over from the National Bank of Greece, at the
date when the Bank of Greece commences operations, and from holding
among its assets, State debts as defined in Article 3 of the Agreement
between the Government and the National Bank to which the present
Statutes are annexed.9
The Bank of Greece is also allowed to subscribe for its own account
to the capital of the Bank for International Settlements and to keep
shares of that Bank among its assets.
( 1 5 ) Promote the establishment of a clearinghouse and provide facili
ties for the conduct of its business on premises belonging to the Bank.
( 1 6 ) Do all such things as may be incidental to the transaction of the
Bank's legitimate business, as defined in these Statutes.
" For the draft text in French and English of this Agreement, see League
of Nations, Treaty Series, Vol. 70, pp. 26-33 .
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( 1 7 ) Transact with the Bank for International Settlements all opera
tions which that Bank is authorized to undertake with a view to encourag
ing cooperation between central banks and which, although not particularly
provided for in the present Statutes, would be in conformity with the
monetary policy of the Bank of Greece.
Art. 56. The Bank may not :

( 1 ) Issue notes of a denomination of twenty drachmas or less.
( 2 ) Engage in trade, or otherwise have a direct interest in any com
mercial, industrial or other enterprise.
( 3 ) Acquire immovable property, except as is necessary for its own
business and as provided for in Article 58.
( 4 ) Purchase its own shares, or the shares of any other bank or of any
company, with the exception of the shares of the Bank for International
Settlements.

( 5 ) Pay interest on money placed in time or current account deposits
with the Bank, except that interest may be paid to the Greek Govern
ment on foreign balances, as provided for in Article 45, and interest at
the rate of not more than one per cent per annum may be paid on the
time or current account deposits of other banks.
( 6) Allow the renewal of maturing bills of exchange, purchased or dis
counted by or pledged to the Bank, save in exceptional circumstances
and after a decision has been adopted by the Board of Directors (Arti
cle 27 (d) ) , in which case one renewal may be permitted for a period not
exceeding three months.
( 7 ) Make advances to the Government, directly or indirectly, except
as provided in Article 55 ( 1 1 ) .

( 8) Grant overdrafts or unsecured advances or advances secured other
wise than as provided in Article 55 ( 10 ) .
( 9 ) Draw or accept bills payable otherwise than on demand.
( 1 0 ) Discount or accept from any one party (unless from the Govern
ment under Article 55 ( 1 1 ) ) as security, without a special decision adopted
by a three-fourths majority vote of a meeting of the Board of Directors,
bills exceeding one tenth of the paid-up capital of the Bank, taking into
consideration the party's liability to the Bank as a bill acceptor, drawer
or endorser, but excluding advances made under Article 55 ( 10 ) .
Art. 57. If the value of a pledged security decreases, the debtor must
provide additional security of a suitable kind, or repay the loan to the
extent required to maintain the provisions of Article 55 ( 10 ) . If he fails to
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comply with such requirements, or if the loan is not repaid when due,
the Bank shall take immediate steps to recover the debt due to it and
may sell the whole or part of the security which it holds to satisfy its
claims for capital, interest, fees and costs, if any, placing the remaining
balance, if any, to the credit of the debtor. Should the amount realized
by the sale of the security not suffice to satisfy the claims of the Bank,
the latter may take action against the debtor.
The Bank shall be under no obligation to sell any security and, if it
does not do so, its claims for capital, interest, fees and costs shall remain
unimpaired.
In case of the insolvency of a borrower, the claims of the Bank to
any securities deposited against advances shall rank before the claims of
any other creditor until the repayment of the principal sum due to the
Bank, together with interest, fees and costs, shall have been effected.
Art. 58. If, after an advance has been granted, the value of the
security held against it diminishes or the debt is regarded, for this or
other reasons, as a doubtful one, the Bank may, if necessary, accept as
additional security a mortgage on the immovable property of the debtor
or any other security approved by the Board of Directors.
In the case of failure to repay a debt due to the Bank, any immovable
property coming into the possession of the Bank under this Article shall
be sold as speedily as possible at auction or by private sale. No such
property may be retained by the Bank for its own purposes, unless
required for carrying on the business of the Bank.
Art. 59. The Bank may refuse to grant an application for the opening
of a current or time deposit account, or may close an account already
opened, without giving any reason for doing so.
Art. 60. The Bank shall, at all times, make public the minimum rate
at which it is prepared to discount bills.
PART XI. CoVER FOR NoTES AND OTHER DEMAND LIABILITIES
[Art. 61. The Bank shall maintain a reserve of not less than forty
per cent of the amount of its notes in circulation and other demand
liabilities. For the purpose of applying this Article, silver coins in the
possession of the Bank and not exceeding the maximum limit of one
hundred and fifty million drachmas will be deducted from the total
demand liabilities of the Bank. By bank notes in circulation are to be
understood all bank notes issued to the public and not returned to the
offices of the Bank, or not annulled in accordance with the second para
graph of Article 68. )1 0
10
The validity of Art. 6 1 has been suspended by virtue of Law No. 5422
of April 26, 1 932.
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Art. 6 2 . The term "reserve" in the preceding Article shall include only
the following :

(a) Gold coin and bullion i n the unrestricted ownership o f the Bank
and in the custody of the B ank, or deposited in another central bank or
at the Bank for International Settlements or in any mint, or in transit;
( b ) Unencumbered foreign exchange owned by the Bank, provided that
it is either:
(i) currency which, by law and in fact, is convertible on demand at a
fixed price into exportable gold, or
(ii ) currency which, by law and in fact, is convertible on demand at
a fixed price into foreign exchange as defined in ( i ) .

For the purposes o f this Article, and subject always t o paragraph ( b )
above, the term "unencumbered foreign exchange" shall b e taken to
mean:
( 1 ) balances standing to the credit of the Bank at the central bank
of a foreign country or at the Bank for International Settlements;
( 2 ) bills of exchange payable in a foreign currency, maturing within
three months and bearing at least two good signatures;
( 3 ) Treasury bills, Treasury certificates of indebtedness or similar
obligations of a foreign government maturing within three months;
less any liabilities in foreign exchange.
In calculating the amount of the reserve, if it should be found that
the liabilities in foreign exchange exceed the assets enumerated in the
paragraphs numbered ( 1 ) , ( 2 ) and ( 3 ) of this Article, the excess shall
be deducted from the other assets of the reserve.

(c) Loans in gold of the Greek Government, referred to in Article 3
(Assets ( b ) and (f) ) of the Agreement to which these Statutes are
annexed,'1 up to the maximum amount of six hundred and fifty million
drachmas. The amount of the loans included in the reserve shall be shown
separately in the semimonthly statements of the Bank.
[Art. 63. At the request of the Bank, the Government may suspend
the operation of Article 6 1 , subject to the payment by the Bank to the
Government of a tax. In such a case, any temporary loan to the Govern
ment will bear interest not less than the tax which is in force on each
occasion.
Suspension may be granted for a period of not more than thirty days
in the first instance, and may be renewed for further periods not exceeding
fifteen days at a time. The tax shall be levied on the amount by which
the note circulation and other demand liabilities of the Bank exceed the
maximum sum which would be admissible under Article 6 1 .
11

See footnote 9, above.
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The tax shall be calculated on the daily amount of the excess at the
following rates:
One and one-half per cent per annum above the published minimum
current discount rate of the B ank for three-month bills if the reserve,
while less than forty per cent, is not less than thirty-five per cent;
Two per cent per annum above such minimum current discount rate if
the reserve, while less than thirty-five per cent, is not less than thirty
per cent;
Three per cent above such minimum current discount rate if the reserve
is less than thirty per cent.]"'
[Art. 64. Before applying to the Government for the suspension of
Article 6 1 , the Board of Directors shall raise the Bank's rate for discounts
by not less than one per cent per annum.]n
PART XII. NOTE ISSUE

Art. 65. [The B ank shall issue bank notes in Greece in accordance
with the provisions of Articles 2, 4 and 5.] 14 It may, for a period of five
years from the date on which these Statutes come into force, issue bank
notes of the National Bank of Greece supplied to it by that bank and over
printed with the name of the Bank of Greece. The provisions of these
Statutes relating to bank notes shall, except as otherwise expressly pro
vided, apply to all bank notes of the National Bank of Greece in circula
tion when the Bank of Greece commences business, or issued by the Bank
of Greece as provided above.
On and from the date upon which the Bank of Greece commences
business,15 the National Bank of Greece shall cease to issue to the public
any bank notes or any other kind of paper money.
Art. 66. The bank notes issued by the Bank of Greece shall be legal
tender throughout the Greek State; that is to say that, subject to the
provisions of Article 68, they shall be accepted at their face value by the
State and by all corporations and individuals for the discharge of debts.
Art. 67. Before any new form of bank notes is issued, the Bank must
publish a description of them in the Official Gazette.
Art. 68. In the event of the calling in of any series of notes, the
Board of Directors shall determine and publicly announce the period

12 The validity of Art. 63 has been suspended by virtue of Law No. 5422
of April 26, 1 932.
13 The validity of Art. 64 has been suspended by virtue of Law No. 5422
of April 26, 1 932.
14 The validity of the first sentence of the first paragraph of Art. 65 has
been suspended by virtue of Law No. 5422 of April 26, 1 932.
15 The Bank of Greece commenced business on May 14, 1928.
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within which the said notes may be presented for exchange. After the expira
tion of the period in question, the notes recalled shall cease to be legal
tender except at the Bank of Greece.
Two years after the latest date publicly announced for the calling in
of a series of notes, the Bank may deduct from the note circulation
account the amount of the notes of the series then outstanding and
unpaid and the notes shall no longer be considered as in circulation. Ten
years after that date, these notes shall be considered as having lost their
legal-tender quality and the bearer of same shall have no valid claim what
ever arising therefrom.
Art. 69. The Bank shall exchange its notes at its Head Office and
branches for notes of other denominations or subsidiary coins in such
quantities as may, in the opinion of the Bank, be required for circulation.
Art. 70. The Bank shall retain any forged or altered notes presented,
giving a receipt in return.

PART XIII. ALLOCATION OF PROFITS
Art. 71.-( 1 ) After making provision for bad and doubtful debts,
depreciation of assets, contributions to staff and superannuation funds and
such other contingencies as are usually provided for by bankers, and after
payment out of the net annual profits of the Bank of a cumulative divi
dend at the rate of eight per cent per annum on the capital, one half
of the surplus shall be allocated to the General Reserve Fund, until
such Reserve Fund is equal to the capital, and the remaining one half
shall be paid to the Government. After the Reserve Fund has become
equal to the capital, one fourth of the surplus, or four per cent on the
capital, whichever is less, shall be paid to the shareholders and the balance
shall be paid to the Government.

( 2) The cumulative dividend is fixed at four per cent per annum, to
be computed for the financial year 1948 and up to and including the
financial year 1955, not on the share capital of the Bank in an amount
of four hundred million drachmas, but on the capital as adjusted under
the provisions of the Royal Decrees issued on September 6, 1946, July 7,
1948 and April 5, 1 949 in implementation of the Legislative Decree of
May 1 0/ 1 1, 1946, that is, sixty billion drachmas (or sixty million drachmas
new issue) ; for the financial year 19 56 the dividend is to be paid on one
hundred and fourteen million drachmas, which is the adjusted capital for
that year, and for the financial year 1957 and thereafter, on the capital of
one hundred and sixty-eight million drachmas, which is the capital adjusted
in accordance with the provisions of the Royal Decree of November 14/27,
1 956.
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PART XIV. SPECIAL RIGHTS OF THE BANK

Art. 72. The provisions of the laws regarding joint-stock companies
and banks shall not be applicable to the Bank of Greece insofar as they
may be in conflict with this Law.
Art. 73. The Bank shall be exempt from all taxes or duties levied by
the State and, in particular, from the payment of any tax or duty on
its note issue other than the tax to be imposed in certain instances as
provided in Article 6 3 .16
PART XV. LIQUIDATION OF THE BANK
Art. 74. In the event of the withdrawal of the note-issue privilege
(Article 2 ) , the Bank shall be liquidated, the assets and liabilities being
determined by three experts. One of these shall be appointed by the
Government and one by the Board of Directors, while the third shall
be a person mutually agreed upon by the Government and the Board
of Directors or, failing such agreement, appointed by the president of the
Court of Appeals. The Bank shall assume without limitation all previously
incurred obligations of the Bank to its active and pensioned staff in
respect of all the rights of the said staff.
After having ascertained, as described above, the value of the assets
and liabilities of the Bank, the nominal value of the shares shall in
the first place be paid out to the shareholders, and any net excess in
value shall be divided in the proportion of one half to the Government
and one half to the shareholders.
PART XVI. TRANSITIONAL PROVISIONS
[Art. 75. In deviation from the provisions of these Statutes in respect
of the rate of interest, the guarantees, the period of maturity, the condi
tions of renewal and the total amount of credits or discounts, and for
the purpose of helping out the country's economy, the Bank may, until
the end of 1 948, grant credits to industrial, agricultural, banking or other
enterprises or organizations, on conditions to be fixed on each occasion
by a decision of the Board of Directors.
16
Art. 5 of Law No. 4502 of April 4, 1930, ratifying the Agreement
between the Greek Government and the Bank of Greece, provides as follows :
"The meaning of Article 7 3 of the Statutes of the Bank of Greece is
that the Bank is exempted from all direct or indirect taxation charges levied
in the form of State tax or duty, as well as from any other compulsory
contributions, including those of post and telegraphic duties (internal) .
"Building materials imported from abroad for the use of the Bank are
not included among the above exemptions.
"Whenever, according to a provision of law or to customary usage, the
tax or duty is divided among many persons participating in the taxable
transaction, the Bank of Greece is exempted from its share of the tax or
duty."
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In order to ensure that the conditions for the granting of credits are
adhered to, the Board of Directors of the Bank may also impose a penalty
in favor of the State, the amount due to be collected by the State as a
public revenue. As security for credits granted by the Bank of Greece to
the Agricultural Bank, the Bank of Greece may accept pledges on
existing or future claims of the debtor against third parties without any
special mention or surrender or endorsement of the respective titles to
the order of the Bank of Greece.
In deviation from the provisions of these Statutes, the Bank may also,
until the end of 1 948, make advances to the State or discount bills of
exchange or promissory notes which have been issued or endorsed by the
State, on conditions to be fixed by agreement between the State and the
Bank.]11
------ ��-------------

17

As may be inferred from the wording of Art. 75, its validity ceased
at the end of 1 948. However, the substance of the provisions is still in
force by virtue of Emergency Law No. 233 of 1 945.

Banking Legislation : A Note
Basic provisions governing the carrying on of banking business
in Greece are set forth in Title II of Law No. 5076 of June 30,
1 9 3 1 , the text of which is published below. In addition, Legislative
Decree No. 5 8 8 of April 5, 1 948 on the Control of Credit 1 and
Emergency Law No. 1 66 5 of January 2 7, 1 95 1 on the Operation
and Control of Banks 2 were still in force in July 1 9 66.
In 1 963 the Currency Committee issued its Decision No. 1 294
setting forth Rules and Regulations on Financing the Economy of
Greece,3 which superseded all previous decisions of the Currency
Committee on the subject, except those expressly retained. The
decision was issued "to regulate the financing of the economy by
the commercial banks."
The Currency Committee was established by virtue of Emergency
Law No. 1 0 1 5 of 1 946, supplemented by Legislative Decree
No. 588 of 1 948 and Legislative Decree No. 1 837 of 1 95 1 . The
term of the Committee was extended for an indefinite period by
Legislative Decree No. 4 1 08 of 1 960.
1 For the text in Greek and in English, see Bank of Greece, Monthly
Bulletin (Athens) , January 1 949, pp. 40-43.
• For the text in Greek and in English, see ibid., March 1 95 1 , pp. 40-43 .
• Mimeographed, 52 pp.; also published by the Chamber of Commerce
(Athens) in Trade with Greece, July 1 964, pp. 35-49.
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The principal functions of the Currency Committee are as fol
lows : ( 1 ) to decide on the quantity of bank notes to be issued by
the Bank of Greece (Emergency Law No. 1 0 1 5 of 1 9 64) ; ( 2 ) to
formulate the credit policy (Legislative Decree No. 588 of 1 948
and Legislative Decree No. 3074 of 1 954) ; ( 3 ) to supervise the
implementation of the credit policy ( Legislative Decree No. 588
of 1 948 and Emergency Law No. 1 665 of 1 95 1 ) ; and ( 4) to
determine the terms and conditions for the acquisition and disposal
of foreign exchange (Legislative Decree No. 307 4 of 1 954 ) .
The composition and the role of the Currency Committee have
been described by the Governor of the Bank of Greece as follows :
During the period under review [ 1 950-63], monetary and credit policy was
formulated by the Currency Committee. This Committee was set up in
1 946 and institutionally reorganized as a body in 1 95 1 . Its members are the
Ministers of Coordination, Finance, Agriculture, Trade, and Industry, and
the Governor of the Bank of Greece. Its functions cover monetary, credit
and, to a large extent, balance of payments policy. In the postwar period,
bodies with broadly similar functions were set up in many countries
(France, Italy, Belgium, et al. ) to meet the increasing need for coordinat
ing monetary and credit measures with general economic policy. The exist
ence of such bodies with wider responsibilities is all the more necessary
in less-developed countries, where the problems of accelerating develop
ment and maintaining monetary stability require a close cooperation
between the monetary authorities and the government.
In the case of Greece, the role of the Currency Committee is more
important, in view of the absence of a pre-established legal framework
limiting monetary action such as minimum or maximum reserve require
ments, ceilings on government borrowing, minimum gold backing for note
circulation, etc. It appears that this absence of legal checks makes for a
flexible monetary policy. At the same time, however, these conditions
render necessary the existence of a collective body such as the Currency
Committee, through which the aims of government policy can be recon
ciled with the requirements of monetary equilibrium and of a sustained
development process!
• Xenophon Zolotas, Monetary Equilibrium and Economic Development
(Princeton, 1 9 65 ) , pp. 62-63.
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Bank Law, 1 931 1

ARTICLES 1 0- 1 8bis
TITLE JI. SPECIAL PROVISIONS ON BANKS

Art. 10.-( 1 ) Any enterprise which accepts deposits of currency or
other valuables, irrespective of any other business conducted by it, shall
be considered to be a bank for the purposes of this Law.

( 2 ) The name of each bank shall be approved by the Minister of
National Economy.
Art. 11.-( 1 ) The banks referred to in the preceding Article may be
established and shall operate only as joint-stock companies [anonymoi
hetereiai; societes anonymes].

( 2 ) Banks operating under any other form at the time of the promulga
tion of this Law shall be transformed into joint-stock companies within
five years from the date this Law enters into force; otherwise, they shall
lose the right to function further as banks.
Art. 12.-( 1 ) Individuals, general or limited partnerships, or companies
of any other nature engaged in banking business are prohibited from
using the words "bank" and "banker" in the name of their firm. 2

( 2 ) This regulation shall not apply to the banks referred to in para
graph ( 2 ) of the preceding Article during the period in which they are
permitted to function under their existing form before they become
joint-stock companies.
Art. 1 3.-( 1 ) The registered capital of any bank shall not be less
than thirty million drachmas."

( 2 ) Banks in operation at the time this Law is promulgated whose
registered capital is less than that provided above shall increase their
capital according to the provisions of this Law within five years from
1 Nomos 5076 peri anonymon hetaireion kai trapezon (Law No. 5076 of
June 3 0, 1 93 1 on Joint-Stock Companies and Banks) . As amended through
March 1 , 1 966.
2 Presumably, this provision is meant to refer to banking enterprises that
are not joint-stock companies.
3 Earlier versions of Art. 13 ( 1 ) required a minimum registered capital
of Dr 15 million, subject to the proviso that banks in operation at the time
of the entry into force of the Law were permitted to include their reserves
in this amount. By Royal Decree No. 738 of 1 962, the required minimum
capital was fixed at Dr 30 million. However, the Currency Committee is
empowered to set a higher figure, and with effect from March 15, 1 965 it
fixed the minimum registered capital required to establish a new bank at
Dr 150 million.
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the entry into force of this Law or shall lose their license to operate
as banks!

( 3 ) Banks established after the entry into force of this Law with a regis
tered capital of less than fifty million drachmas shall invest in bonds of the
Greek State all their sight deposits in excess of four times the amount
of their registered capital and their reserves!
Art. 1 4.-( 1 ) The registered capital of banks shall be fully paid up,
and this shall be confirmed by a receipt showing deposit of the capital
with the Bank of Greece; such a receipt shall be submitted to the Ministry
of National Economy with the application for permission to establish a
bank. The amount of the capital thus deposited may not be withdrawn
until after the bank has been established.

( 2 ) The foregoing provision shall not apply to a bank established by
the merging of other banks, nor to existing banking enterprises in the
process of being transformed into joint-stock companies.
Art. 1 5.-( 1 ) All banks operating in Greece shall keep liquid assets
in drachmas, in their own vaults or with the Bank of Greece or both,
in an amount equal to twelve per cent of the total of their sight and
savings deposits. As an exception, this reserve fund may include amounts
deposited with the National Bank of Greece in towns where the Bank
of Greece has no branches; however, such deposits shall not exceed three
per cent of the total of the sight liabilities mentioned above.

( 2 ) Alternatively, banks shall keep a reserve deposit with the Bank of
Greece in an amount equal to seven per cent of the total of their sight
and savings deposits, in compliance with Article 7 of the Agreement
dated October 27, 1 927 between the Government and the National Bank
of Greece, ratified by Law No. 3424 [of December 7, 1927], which Agree
ment is still in effect insofar as the National Bank of Greece is con
cerned."
( 3 ) Each bank shall notify the Bank of Greece in writing whether it
intends to undertake the obligation of paragraph ( 1 ) or to exercise the
option of paragraph ( 2 ) . This notice shall bind the bank for three months.
( 4) The percentages referred to in paragraph ( 1 ) are to be understood
as the monthly averages of the daily ratios of the liquid assets in
the bank's vault and on deposit with the Bank of Greece to the bank's
liabilities in the form of sight and savings deposits. For this purpose,
the banks shall submit to the Bank of Greece, after the end of each
month, a statement showing for each day their liquid assets and their
liabilities in the form of sight and savings deposits.
' Art. 1 3 ( 2 ) and ( 3 ) , although not expressly repealed, are in practice
no longer relevant.
• For the draft text of this Agreement in English and French, see League
of Nations, Treaty Series, Vol. 70, pp. 26-33.
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( 5 ) The Bank of Greece i s empowered, upon a month's notice, to
modify the percentages mentioned in paragraphs ( 1 ) and ( 2 ) . As regards
the percentage mentioned in paragraph ( 1 ) , it must lie within the limits
of ten and twelve per cent.
( 6 ) If the average reserve in a month should be considered lower than
those specified above, the bank shall pay, to the credit of the Govern
ment, interest on the difference calculated at the Bank of Greece's discount
rate. The bank is not liable to pay interest in justifiable cases. Such cases
shall be decided by a committee composed of the Governor of the Bank
of Greece, the Governor of the National Bank of Greece and a representa
tive of the bank concerned, upon request of the bank.

( 7 ) The Bank of Greece, upon request of and for the account of the
banks concerned, may invest, in whole or in part, the deposits lodged
with it which represent a twelve per cent cover, in three-month Treasury
bills of the State or in other short-term obligations of the State, within
the limits fixed by Article 55 ( 6) and ( 1 1 ) of the Statutes of the Bank of
Greece.
( 8 ) For the purposes of this Article, sight deposits shall be understood
to be deposits p ayable within thirty days, and time deposits shall be
understood to be deposits payable after thirty days as well as all savings
deposits and deposit certificates payable after advance notice of thirty days.
Art. 16.- ( 1 ) Banks are not permitted to engage in commerce or
industry as a business and for their own account.
Existing banks that are permitted by their by-laws to engage in certain
commercial and industrial activities in addition to their banking opera
tions shall comply with this provision within three months from the end
of the financial year ended after the promulgation of the present Law.
The transfer or allocation, to comply with the present provision, of
portions of property to a joint-stock company which is in existence or
is to be established shall be subject to the provisions of Law No. 5261
on the Merging of Joint-Stock Companies.
( 2 ) Banks are henceforth forbidden to extend to the same party loans
or credits of any nature in excess of one fifth of the amount of the
bank's capital (registered capital and reserves) .
As an exception, the Minister o f National Economy may decide, having
heard the opinion of the Credit Control Committee, which was established
under Article 1 of Law No. 685 of 1954 on Control of Credit, to increase
the amount of credit the applicant bank may extend to the same party.

( 3 ) Banks are henceforth forbidden to participate in other enterprises
in an amount exceeding, for each enterprise, one fifth of the capital
( registered capital and reserves ) of the bank, unless permission to do so
is granted by the Currency Committee.
( 4) [Superseded]
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( 5 ) The prohibition in paragraph ( 2 ) of this Article shall not apply to
transactions between domestic banks or between domestic and foreign
banks. Similarly, the prohibition in paragraph ( 2 ) shall not apply to
advances on grain, tobacco or raisins, or to loans to the Government,
municipalities and communes, or other public corporations or charitable
institutions.
The prohibition in paragraph ( 3 ) of this Article shall not apply to
participations in joint-stock companies established, or in the process of
being established, abroad, or which at the time of the promulgation of
this Law depend in any way on Greek banks or have as their object the
fostering of the business of Greek banks.
( 6 ) The granting of any type of credit by a bank to a member of
its board of directors without sufficient collateral is permitted only after
a special resolution of the general meeting of shareholders, and the time
limit of the credit may not be extended beyond the financial year in which
the resolution of the general meeting of shareholders was adopted.
Art. 1 7. By decree of the Minister of National Economy published in
the Official Gazette, the opinion of the Bank of Greece having been
heard, a standard form may be established for the preparation of the
balance sheets and financial statements of the Greek banks, as well as a
special form for the financial statements on the operations in Greece of
foreign banks.
Art. 18.-( 1 ) The provisions of paragraph ( 1 ) of Article 10 and those
of Articles 1 5 , 1 6 and 1 7 shall be equally applicable to enterprises operating
at the time of the promulgation of this Law and whose field of activities
comprises the operations referred to in Article 10.
(2) Public corporations and charitable institutions which are authorized
by virtue of special laws to engage in operations of the type referred to
in Article 1 0 of this Law are not subject to the above-mentioned special
provisions for banks.
Art. 18bis. By decree of the Minister of National Economy and the
Minister of Finance, issued with the advice of the Bank of Greece, public
corporations specified in that decree may be required to submit to the
Ministry of Finance and the Bank of Greece periodic financial statements
in a form to be established by that same decree.
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The Monetary Unit : A Note
The basic monetary unit of Greece is the drachma. In ancient
Greece the use of this term to designate the denominations of coins,
especially the multiple form tetradrachma, dates back to the sixth
century B . c .
Modern Greece adopted the drachma as the monetary unit in
1 833. In 1 836 the drachma was defined as equal to 1 French franc,
or 290.322 milligrams (0.290322 gram) of fine gold, and since then
it has been redefined from time to time in terms of gold, foreign
currency, or the drachma itself. The exchange rate in terms of the
U.S. dollar was fixed at Dr 30,000 = $ 1 with effect from April 9,
1 953, by virtue of Order-in-Council No. 267 of the same date con
firmed by Legislative Decree No. 24 1 5 of May 9, 1 95 3 (see below,
pp. 334-3 37 ) ; and by virtue of Law No. 2824 of April 1 9, 1 954
(see below, pp. 337-340 ) , a new drachma equal to 1 ,000 old
drachmas was introduced as the monetary unit. For additional
information on the legal and factual status of the drachma from the
sixth century B.c. through 1 954 A.D., see Rene Sedillot, Toutes les
monnaies du monde: Dictionnaire des changes (Paris, 1 95 5 ) ,
pp. 1 50- 1 53.
Par Value. In connection with Law No. 2824-Art. 6 of which
was to take effect on May 1 , 1 954-Greece notified the Interna
tional Monetary Fund of its decision to take measures by which the
exchange rate of the drachma in relation to the U.S. dollar would
be changed from 30,000 to 30, and the Fund concurred in this
change. With effect from March 29, 1 9 6 1 , Greece agreed with the
Fund on an initial par value for the drachma of 0.0296224 gram of
fine gold per drachma or 30 drachmas per U.S. dollar.
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The Legislative Decree on the Exchange Value
of the Drachma, 1953 1
Art. I. Order-in-Council No. 267, dated April 9, 1 953, is hereby
ratified as from the time it entered into force," reading as follows:
THE COUNCIL OF MINISTERS
Having considered a recommendation by the Minister of Coordina
tion and the Currency Committee,
RESOLVES THAT

1. The parity of the drachma in terms of the V .S. dollar shall be
fixed as of nine o'clock P.M_ on April 9, 1953 at thirty thousand
( 3 0,000) drachmas per dollar.
2. The parity of the drachma in terms of the pound sterling and of any
other currency shall be determined by the Bank of Greece on the basis
of their relationship to the U.S. dollar.
3 . The Bank of Greece shall issue a daily bulletin of rates applicable
to the buying and selling of foreign exchange. Such rates shall be deter
mined on the basis of the parity fixed under paragraph 1 of this Resolu
tion, increased or decreased by the customary bank charges.
4. From the time this Resolution enters into force, all charges
levied on imported goods as imposed by Joint Resolutions of the
Ministers of Coordination, Finance, and Commerce, Nos. 7 1 074, 75887,
79 1 65, 80660, 8066 1 , 8 1 860, 87636 and 90033 for the year 1 952, and Nos.
8624, 1 0462, 1 1 078, 1 1079, 1 8490, 25739 and 26042 for the year 1 953,
shall be abolished, and thereafter settlements in foreign exchange for
all imports shall be made on the basis of rates of exchange determined
in accordance with this Resolution.
A final settlement of the foreign exchange value of any goods covered
by open credits but not yet imported shall be made on the basis of
the rate of exchange in force at the time of their shipment to Greece.
If shipment had taken place before the present Resolution entered into
force, payment shall be made both of the charge levied thereon and of
the equivalent in foreign exchange. If shipment takes place after this
Resolution enters into force any payment already made, including that
of the change, shall be deducted from the equivalent in foreign exchange
of the imported goods. If the change should exceed the difference
between the rate of exchange in force at the time of shipment and the
rate which was in force at the time of the opening of credit, any
excess over such difference shall be refunded to the importer.
1 Nomothetikon Diatagma hyp
arith. 2415 peri anaprosarmoges tes
axias tes drachmes eis xenon synallagma (Legislative Decree No. 241 5 of
May 9, 1 95 3 on the Readjustment of the Foreign Exchange Value of the
Drachma ) . The Decree entered into force on April 9, 1953.
• The Order entered into force on April 9 , 1 953.
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5. From the time this Resolution enters into force, all export subsidies
whatsoever, including any compensatory import rights, shall be abolished,
and a settlement of the value in foreign exchange of all goods exported
subsequent to that date shall be made on the basis of rates of exchange
to be determined in accordance with this Resolution.
6. Notwithstanding the provisions of the foregoing paragraph, it is
hereby specified that:
(a) In respect of exports shipped before the present Resolution enters
into force but whose foreign exchange value is to be settled
after this Resolution has entered into force, any difference result
ing between the old rate of exchange increased by the export
subsidy, on the one hand, and the new rate of exchange, on the
other hand, shall accrue in its entirety to the State.
( b ) In respect of exports of agricultural products in general shipped
after this Resolution has entered into force, if such products
had been sold by the producers prior to the date on which the
present Resolution entered into force, only fifty per cent of the
aforesaid difference shall accrue to the State.

7. From the time this Resolution enters into force, it shall be per
missible for loans contracted between individuals and/or legal entities
under private law, with the exception of banks and insurance funds,
to be subject to a dollar clause, or to any other foreign currency clause,
but not to a gold coin clause. It is self-evident that settlement of the
obligations arising from such loans shall be by payment of the sum due
in drachmas on the basis of the official rate of exchange for the foreign
currency involved on the date of settlement.
8. Debtors in respect of loans contracted prior to the date this
Resolution entered into force and calling for payment in gold or gold
coin, or in drachmas in an amount to be determined on the basis of
the price of gold or gold coin, shall be exempt from the penalties pre
scribed by the laws in force, provided that they furnish to the Head
Office or to any branch of the Bank of Greece, or, if no such branch
is readily accessible, to any branch of the National Bank of Greece and
Athens, on or before April 30, 1 953, the following information:
(a) The name, occupation and place of residence of the lender;

( b ) The amount of the loan, the date of the contract, the rate of
interest and the date of maturity.
Such debtors shall be deemed to have lawfully discharged the obliga
tion arising from their contract if they make payment of the amount
owing in drachmas computed on the basis of the closing price for gold
or gold coin at the Athens Stock Exchange on April 9, 1 953. In the case
of a refusal on the part of the lender, a deposit in drachmas with
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the Court of Deposits and Consignments shall be deemed to constitute
performance.
The above exemption from the penalties of the law is hereby extended
to cover the lenders also.

9. The provisions of Law No. 5422, as amended and supplemented
by all statutes, including the criminal statutes, which were enacted up
to and including April 26, 1941, as well as all provisions of laws promul
gated from October 12, 1 944 to the present day and date, and pertaining
to monetary regulation and to the protection of the national currency,
shall remain in force, provided that they are not in conflict with the
provisions of this Resolution.
10. A Committee composed of the Ministers of Coordination, Finance,
Commerce, and Labor, and of the Undersecretary of Commerce, shall
take cognizance of and decide all questions arising from the application
of the present Resolution, and in particular all questions pertaining to
prices, salaries and wages.
1 1 . Any provision contrary to the present Resolution is declared null
and void.
This Resolution shall enter into force at nine o'clock P.M. April 9, 1953,
and shall be subject to ratification by an act of Parliament.
Art. 2.-( 1 ) Notwithstanding the provision of paragraph 7 of Order-in
Council No. 267, now ratified into law under Article 1 of the present
[Legislative Decree], it shall be permissible for banks to grant loans
subject to a dollar clause or to any other foreign currency clause, gold
coins excepted, provided that such loans are granted from American Aid
funds.

( 2 ) In ratifying the said Order-in-Council, the words "provided that
they are not in conflict with the provisions of this Resolution" at the
end of its paragraph 9 shall be considered to have been deleted.
Art. 3. The time limit allowed to debtors to declare any loans contracted
in gold, gold coin, etc., as prescribed under paragraph 8 of Order-in
Council No. 267, is hereby extended to May 3 1 , 1 9 5 3 .
Art. 4 . B y Resolutions o f the Ministers o f Commerce and Industry,
to be published in the Official Gazette, the application of the provisions
of Article 2, paragraph 3, of Law No. 5426 of 1 9 3 2 on Restricting the
Importation of Goods may be suspended, either entirely or only for
certain classes of machinery and accessories.
Art. 5.-( 1 ) It shall be within the jurisdiction of the five-member
Committee of Ministers established under paragraph 10 of Order-in-Council
No. 267 to take any measure of an economic nature which it considers
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to be a contributing factor toward a normal structure of market prices
and toward an undisturbed readjustment of economic conditions to the
new rate of exchange.
( 2 ) The provisions of the present [Legislative Decree] neither rescind
nor suspend the powers conferred upon the Undersecretary of Commerce
under the existing market control laws, or, generally, the powers con
ferred upon any particular Minister by any special provision of law,
unless such provisions are in direct conflict with the provisions of the
present Law.
Art. 6. The five-member Committee of Ministers shall be competent
to transact business if at least three of its members are present.
Art. 7. The present [Legislative Decree] shall enter into force at the
same time as Order-in-Council No. 267 of 1 95 3 ."
3

That is, April 9, 1 953.

The Law on Note Issue and Coinage, 1 954 1
Art. 1.-( 1 ) On bank notes issued by the Bank of Greece on or after
January 1, 1 954, the last three zeros of the numerical value printed thereon,
as well as the word "thousand" in the wording, shall be omitted.
( 2 ) The bank notes referred to in the foregoing paragraph shall hence
forth be called new bank notes, to distinguish them from those issued by
the Bank of Greece prior to January 1 , 1 954, which shall henceforth be
called old bank notes.
1 Nomos hyp arith.
2824 peri trapezogrammation neas ekdoseos, kopes
metallikon kermaton hypo tou demosiou kai kyroseos tes apo 26 Martiou
1 954 symbaseos metaxy toutou kai tes Trapezes tes Hellados (Law No.
2824 of April 1 9, 1 954 on New Bank Note Issues, Minting of Coins by
the Government and Ratification of an Agreement dated M arch 26, 1 954
Between the Government and the Bank of Greece) . The Law was pub
lished in the Official Gazette on April 20, 1 954 and therefore entered into
force on that date.
It may be noted that the Constitution of Greece (January 1 , 1 952)
provides in Art. 4 1 : 'The King shall have the right to coin money as
determined by law."
In addition to this Law, the following coinage laws are noteworthy :
Law No. 3 934 of 1 959 on Minting Metallic Coins of Ten Drachmas and
Ratifying an Agreement dated February 1 9, 1 959 Between the Government
and the Bank of Greece; and Law No. 4034 of 1 960 on Minting Metallic
Coins of Twenty Drachmas and Ratifying an Agreement dated Decem
ber 23, 1 95 9 Between the Government and the Bank of Greece.
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( 3 ) Old bank notes shall circulate along with new bank notes and shall
be withdrawn from circulation gradually in accordance with existing pro
cedures, being exchanged by the Bank of Greece for new bank notes as
set forth under the following paragraph.

( 4) The relation between old and new bank notes shall be as follows :
(a) An old Dr 1 0,000 bank note shall be identical in value with a new
Dr 10 bank note.
( b ) An old Dr 20,000 bank note shall be identical in value with a new
Dr 20 bank note.
(c) An old Dr 50,000 bank note shall be identical in value with a new
Dr 5 0 bank note.
Art. 2.- ( 1 ) The Greek Government shall issue metal coins of a face
value of up to Dr 5 inclusive. The denominations of coins thus issued
shall be 5 lepta, 20 lepta, 5 0 lepta, Dr 1 , Dr 2 and Dr 5.
(2) The composition, weight, dimensions, tolerance and design of the
coins, as well as the means of their control, management and exchange,
shall be prescribed in Royal Decrees to be issued on the recommendation
of the Minister of Finance.
( 3 ) Any expenses relating to the metal coins incurred in the implemen
tation of the present Law shall be subject to the approval of the Minister
of Finance and shall be charged to the Ministry of Finance against its
current budgetary expenditure.
Art. 3. The Dr 5,000 bank notes issued by the Bank of Greece that
are currently in circulation shall continue to circulate until completely
replaced by metal coins of a face value of Dr 5 .
Art. 4. Currency notes issued prior t o the publication o f the present
Law shall remain in circulation along with the metal coins referred to
in Article 5 of the present Law, and shall be withdrawn from circulation
gradually in a manner to be determined in greater detail by Resolutions
of the Minister of Finance, being exchanged for metal coins as provided
by the present Law.
Art. 5.-( 1 ) The parity of currently circulating currency notes in
terms of metal coins to be issued under the provisions of this Law is as
follows :

(a ) A currency note of Dr 50 shall be identical in value with and shall
be exchanged for a metal coin of 5 lepta.
( b ) A currency note of Dr 100 shall be identical in value with and
shall be exchanged for a metal coin of 10 lepta.
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(c) A currency note of D r 500 shall be identical in value with and
shall be exchanged for a metal coin of 50 lepta.

(d) A currency note of Dr 1,000 shall be identical in value with and
shall be exchanged for a metal coin of Dr 1.

(e) A bank note of Dr 5,000 shall be identical in value with and
shall be exchanged for a metal coin of 5 drachmas.

Art. 6.-( 1 ) From May 1, 1954, any economic relationship in terms of
drachmas or any outstanding account maintained in drachmas, as well as
the prices of goods, shall be expressed in new drachmas. Any relationship
in drachmas entered into subsequent to the above date shall, in case of
doubt, be understood to be in new drachmas.
( 2 ) Debts in drachmas of any kind, whether contracted before or after
May 1, 1954, shall be settled on the basis of the parities set forth under
Articles 1 and 5 of the present Law, and payment therefor may legally
be offered either in old bank notes and/or currency notes, while such
bank and currency notes remain in circulation, or in new bank notes
and/ or metal coins, without distinction.
( 3 ) Wherever an amount is given in drachmas in any laws, executive
orders, judicial decisions, legal transactions of any kind and, generally,
in any writings whatsoever, that have been issued prior to the date referred
to in paragraph 1 of this Law, such amount shall remain the same in
substance but it shall henceforth be expressed in new drachmas in accord
ance with the relationships established under Articles 1 and 5 of the
present Law.

(4) The parity of the drachma in relation to the U.S. dollar, and
correspondingly to the pound sterling and other foreign currencies, which,
under Order-in-Council No. 267 dated April 9, 1953 and ratified by
Legislative Decree No. 24 15 of May 9, 1953 was fixed at Dr 30,000 = $ 1 ,
shall remain the same in substance but shall henceforth be expressed in
new drachmas, to wit, at Dr 30 = $ 1 .
Art. 7 . A n Agreement entered into between the Greek Government and
the Bank of Greece on March 26, 1954 is hereby ratified and given legal
force and effect, as follows:
AGREEMENT
The Greek Government, represented by Mr. Constantine Papayannis,
Minister of Finance, on the one hand, and the Bank of Greece, repre
sented by Mr. George Mantzavinos, its Governor, on the other hand,
hereby agree as follows:
ART. 1 .- ( 1 ) The Bank of Greece hereby renounces its right under
Article 3 and Article 56 ( I ) of its Statutes to issue bank notes of a
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face value of Dr I ,000 and up to and including Dr 5,000, and acknowl
edges the right of the Government to issue currency notes and/or metal
coins of a face value up to and including Dr 5,000.
( 2 ) The face value of all currency notes and/or metal coins of a face
value not higher than Dr 5,000 that are issued by the Greek Govern
ment, inclusive of the currency notes issued as foreseen under the
Agreement of April 28, 1 948 between the Greek Government and the
Bank of Greece, shall not in the aggregate exceed an amount of
Dr 25,000 a head based on the last population census. During the initial
application of this present Agreenl"'nt, the face value of all such issues
shall not in the aggregate be more than Dr 150,000 million, and any
and all issues subsequent thereto shall be subject to an application
therefor by the Minister of Finance and the consent and approval of
the Currency Committee.
( 3 ) Currency notes and/ or metal coins to be issued by the Greek
Government as provided above shall be legal tender and as such shall
be accepted in performance of any obligation in sums not exceeding,
for each transaction, ( a ) Dr 2,500 for the Dr 50 denomination;
( b ) Dr 5,000 for the Dr lOO denomination; ( c ) Dr 10,000 for the Dr 200
denomination; (d) Dr 25,000 for the Dr 500 denomination; (e) Dr 50,000
for the Dr 1,000 denomination; (f) Dr 100,000 for the Dr 2,000 denomi
nation; and (g) Dr 250,000 for the Dr 5,000 denomination.
The legal-tender limits prescribed above for the several currency notes
and/ or metal coins shall not apply to any such notes or coins presented
to government cashiers and to the Bank of Greece and its branches,
and the Bank of Greece shall be obligated to accept any denomination
of notes and coins issued by the Greek Government and in any amount
(subject only to the restrictions of Articles 8 and 10 of the Legislative
Decree of November 1 0, 1 927, as ratified by Law No. 3424 ) .
( 4 ) Matters pertaining t o the withdrawal from circulation o f bank
notes of a face value of Dr 5,000 shall be regulated by the provisions
of Article 68 of the Statutes of the Bank of Greece.
ART. 2.-( 1 ) This Agreement has been drawn up in duplicate, one
original for each of the contracting parties.
( 2 ) The present Agreement shall enter into force on March 26, 1954,
and shall be subject to ratification by law and to the approval of the
General Meeting of Shareholders of the Bank of Greece.
Art. 8. Royal Decrees issued on the recommendation of the Ministers of
Coordination and Finance shall regulate all particulars pertaining to the
implementation of the present Law.

Art

. 9. The present Law shall enter into force as from its publication
in the Official Gazette.•
•

That is, April 20, 1 954.
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The Bretton Woods Agreements Law, 1945

1

Art. I. The Final Act signed at Bretton Woods on July 22, 1 944, which
follows in the English original and Greek translation, is hereby ratified.•
Art. 2.-( 1 ) The Greek Government is hereby authorized to sign the
texts of Agreements on an International Monetary Fund and an Inter
national Bank for Reconstruction and Development which were drawn
up by the International Monetary and Financial Conference held at
Bretton Woods, in the form in which they are given below in the English
original and Greek translation."
( 2 ) The above-mentioned texts shall have the force of law as from the
date of their signature by the Greek Government.
The present Law shall enter into force as from the date of its publica
tion in the Official Gazette.
1 Anangastikos nomos hyp arith. 766 peri kyr6se6s tes en BRETTON
WOODS hypographeises telikes praxeos kai exousiodoteseos pros hypo
graphen ton schetikon symph6ni6n ( Emergency Law No. 766 on Ratifica
tion of the Final Act Signed at Bretton Woods and Authorization for the
Signature of the Related Agreements) . The Law was published in the
Official Gazette of December 27, 1 945 and therefore entered into force
on that date.
Greece's initial quota in the Fund, US$40 million. was increased to
US$60 million with effect from December 17, 1959, and to US$ 100
million with effect from April 1 3 , 1 966 (pursuant to Resolutions of the
Board of Governors of the Fund Nos. 14-1 and 20-7, respectively) .
2 The texts of the Final Act and the Articles of Agreement have been
omitted here.
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Publication of Statutes and Regulations

All Icelandic laws adopted through the Spring Session, 1 965, of
the Althing have been published, together with a chronological
and subject index, in a two-volume edition called Lagasafn
(Reykjavik, 1 965 ) . All rules that are generally applicable and
have been issued subsequent to 1 953 appear in Stj6rnarti0indi;
laws enacted by the Althing are included in Part A and decrees
and regulations in Part B. Logbirtingablaoio is the journal in
which legal notices are published.

344
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The Central Bank of Iceland Law, 1961 1
NoTE : -The National Bank of Iceland (Landsbanki islands )
was set up as a commercial bank under Law No. 1 4 of Septem
ber 1 8, 1 8 85. The sole right to issue notes was conferred on it in
1 927. Under Law No. 10 of April 1 5, 1 928, the National Bank
was divided into three financially independent departments-the
Note Issue Department, the Savings Department, and the Mort
gage Credit Department-under the joint management of the
principal organs of the National Bank. In 1 957, the National
Bank was divided into two main sections, the Central Bank and
the Commercial Bank, each under separate management; the Mort
gage Credit Department and the Fisheries Mortgage Department
were placed under the Central Bank, and the Savings Department
became part of the Commercial Bank. ( See Art. 1 of Law No.
63 of June 2 1 , 1 95 7 . )
The Central Bank of Iceland (SeO/abanki islands) was estab
lished by virtue of Law No. 1 0 of March 29, 1 9 6 1 . As of that
date the Central Bank took over all assets and liabilities of the
Central Bank section of the National Bank, and the National Bank
has since operated exclusively as a commercial bank.

CHAPTER I.-ORGANIZATION AND PURPOSES OF THE BANK

Art. I. Seolabanki islands (in English, the Central Bank of Iceland)
is an independent State-owned institution under a separate management
according to the present Law.
The Central Bank of Iceland ( hereinafter called the Central Bank) takes
over all the assets and liabilities of 'The National Bank of Iceland, the
Central Bank." 2 Of the capital and reserve funds of "The National Bank
of Iceland, the Central Bank," one hundred million kronur shall be counted
as the Capital Fund of the Central Bank of Iceland.
Art. 2. The State Treasury is liable for all the obligations of the Central
Bank. The domicile and venue of the Central Bank is at Reykjavik.

1 Logum Seolabanka Islands (Law No. 1 0 ) of March 29, 1 96 1 , as amended
through July 3 1, 1 966. In the version published here, the word Chapter
corresponds to the Icelandic word Kafii and the abbreviation Art. to the Ice
landic abbreviation gr. For the text in Icelandic see Stj6rnarti0indi, 196 1 ,
A, 6 , o r the Central Bank's pamphlet edition, dated January 1 963.
2 The phrase "The National Bank of Iceland, the Central Bank" refers
to the Central Bank section of the National Bank that was set up by virtue
of legislation passed in 1 957 (see NoTE, above ) .
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Art. 3. The purposes of the Central Bank are:
( 1 ) to issue bank notes and endeavor to keep the supply of money and
credit appropriate for the maintenance of a stable price level and for
the fullest and most rational utilization of the productive capacity
of the country's industries;
( 2 ) to build up and maintain sufficient foreign exchange reserves to
ensure free trade with other countries and the external financial
security of the nation;
( 3 ) to buy and sell foreign exchange, control the rate of exchange and
control and supervise foreign exchange transactions;
( 4) to handle the banking transactions of the State Treasury and advise
the Government on everything relating to foreign exchange and
monetary matters;
( 5 ) to be the bank of other banks and monetary institutions, supervise
the working of banks and savings banks and work for a healthy
money and bond market;
( 6) to prepare as complete reports and forecasts as possible regarding
anything pertaining to its function;
( 7 ) to engage in other activities compatible with its purpose as a central
bank.

Art. 4. In all its activities the Central Bank shall maintain close coopera
tion with the Government and present to it its views respecting policy in
economic affairs and its execution. In the event of a material disagreement
with the Government, it shall be right for the Board of Governors of the
Central Bank to state so publicly and explain its views. It shall nevertheless
consider it as one of its main objects to endeavor to make effective the
policy the Government finally decides upon.
CHAPTER H.-FISHERIES MORTGAGE DEPARTMENT
Art. 5. The Fisheries Mortgage Department is a department of the
Central Bank with separate accounting. The purpose of the Fisheries Mort
gage Department is to advance loans to concerns engaged in the fishing
industry against mortgages on their property.
The Fisheries Mortgage Department operates according to separate laws
and by-laws. The Fisheries Mortgage Department is entitled to open new
categories of loans as considered necessary by the Board of Governors of
the Central Bank, such new categories of loans being subject to Law No.
4 1 / 1 946, but not to the provisions of Articles 3-1 1 . Provisions respecting
new loan categories shall be fixed in a regulation to be promulgated by
the Minister in charge of banking affairs upon the recommendation of the
Board of Governors of the Central Bank.
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CHAPTER III.-NOTE ISSUE AND COINS
Art. 6. The Central Bank has the sole right to issue bank notes and other
currency which may circulate in place of bank notes or lawful coins.
The bank notes issued by the Bank shall be legal tender for all payments
at full denomination.
The Minister in charge of banking affairs decides upon the recommenda
tion of the Central Bank the form, appearance and denominations of the
notes issued by the Bank and publishes an announcement to that effect.
Art. 7. The Central Bank shall endeavor to keep at all times against
one half of the notes in circulation gold, deposits or other easily salable
and free assets in foreign exchange which may be used as payment anywhere.
The Bank shall publish regular reports on the proportion of notes in circula
tion to such security.
Art. 8. The Ministry of Finance may make an agreement with the
Central Bank to take over from the State Treasury the issue of coins and
in such an event Law No. 1 9 / 1 925 respecting Icelandic Coins shall be
abrogated. In place thereof the provisions of Article 6 of the present Law
shall take effect respecting the issue of coins in the same way as bank notes.

CHAPTER lV.-lNLAND ACTIVITIES OF THE CENTRAL BANK AND
SUPERVISION OF BANKING

Art.

9. The Central Bank accepts deposits from banks, savings banks
and other monetary institutions, and it may advance loans to them by
rediscounting sound bills of exchange, or in any other way against security
deemed valid by the Bank.
Art. 10. The Central Bank is in charge of the inspection of the activities
of banks, savings banks, deposit departments of cooperative societies, the
Savings Fund of Iceland and any such other institutions as accept deposits
from the public or engage in comparable activities in the judgment of the
Central Bank.

The Inspectorate of Banking, which shall be the name of this activity,
shall see to it that financial institutions follow the laws and rules applying
at any given time concerning their activities. It shall also be entitled to make
comments if it considers that the economy or operation of a financial insti
tution is unsound, and such comments shall forthwith be brought to the
notice of the Minister concerned. The Inspectorate of Banking shall take
over the activities in respect of savings banks which the Inspectorate of
Savings Banks was entrusted with by Law No. 69/ 194 1 respecting Savings
Banks.
Financial institutions shall furnish the Inspectorate of Banking with their
accounts and other information in the form and at the intervals required.
The Inspectorate of Banking is also entitled to examine the accounts and
assets of financial institutions whenever deemed appropriate.
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The Central Bank shall take over the custody and management of the
Savings Banks' Guarantee Fund, cf. Article 17 of Law No. 69/1941, and
its auditing shall be subject to the provisions of Article 30 of the present
Law.
When a financial institution desires to establish a branch or agency
office, it shall apply for permission therefor to the Central Bank. The
Bank shall submit the application with its opinion to the Minister in
charge of matters relating to the institution concerned, and the Minister
shall then decide whether a permit will be granted.
Art. l l . The financial institutions referred to in Article 10 as well as
other public credit institutions and investment funds shall as far as pos
sible keep their liquid assets on accounts with the Central Bank.
The financial institutions referred to in Article 10 shall also have funds
on a blocked account with the Central Bank if so instructed under para
graphs 3 to 5 of this Article. The main object of the blocking of deposits
is that of acquiring funds from the banking system as a whole, in order to
sustain the Central Bank's advances in this country, including the redis
counting of paper customarily used in the financing of commodity trans
actions.
The Central Bank may decide that the aforesaid financial institutions shall
hold on account with the Central Bank funds amounting to a specific
percentage of the deposits of the institution concerned. The maximum
blocking of deposits may amount to twenty-five per cent of the total deposits
of each institution.
The Central Bank may also decide that a specific portion of the increase
in deposits shall be blocked on account with it, but the total deposit which
the institution concerned shall be required to hold at the Central Bank
shall not exceed the maximum referred to in paragraph 3 .
The Central Bank shall issue further regulations relating to the imple
mentation of the blocking of deposits in accordance with paragraphs 3 and
4, but the duty of blocking shall be equal for all institutions.
Art. 12. The Central Bank may decide that the financial institutions
referred to in Article I 0 shall own securities guaranteed by the State or
other sound securities amounting to up to ten per cent of deposits with them,
unless a higher amount is prescribed by law. The Bank also decides what
securities shall be deemed valid for this purpose. When regular stock
exchange quotations are available, securities other than those quoted shall
on the whole not be deemed valid, and their value shall be reckoned
according to market price.
Art. 1 3. The Central Bank has the right to fix maximum and minimum
interest on deposits and loans permissible to the financial institutions referred
to in Article 1 0 . This power also extends to fixing maximum interest accord
ing to Law No. 5 8 1 1960. The fixing of interest shall be published in the
LogbirtingablaoiO. This power also extends to remuneration equivalent
to interest in the opinion of the Central Bank.
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Art. 14. The Central Bank is the State Treasury's banker, performing
for it any kind of banking services. All deposits of the State Treasury and
such State institutions as appear in the finance bill shall as far as possible
be kept in the Central Bank. In the event of substantial transfers of deposits
being necessary as a result of this provision, the Central Bank shall endeavor
to ensure, for instance by compensatory purchase of securities, that they do
not cause difficulties to the financial institutions concerned.
The Central Bank may advance short-term loans to the State Treasury,
and an effort shall be made to settle such loans at the end of each
financial year.
Art. 15. The Central Bank may buy and sell securities guaranteed by
the State and other sound securities, and it shall work toward the establish
ment of organized trading in securities. For this purpose the Bank may
establish and operate a stock exchange where business is transacted in bonds
and shares according to rules fixed by the Board of Governors and confirmed
by the Minister concerned.
The Central Bank is authorized to incur liabilities in this country by
means of the issue of bonds with a provision to the effect that capital
and/ or interest shall be subject to the rate of foreign exchange. Such
bonds and interest thereon shall be exempt from the requirement to
report them in tax returns and from taxation in the same manner as
savings funds, cf. Article 21 of Law No. 70/ 1962.
Art. 16. The Central Bank shall operate a clearinghouse system to
facilitate check transactions and expedite domestic payments in other ways.
In this connection the Bank is authorized to undertake the collection of
checks which have been accepted by financial institutions and for which
there is an insufficient deposit, and to stipulate a collection charge from the
party issuing such a check in accordance with further rules to be issued
by the Minister.
Art. 17. The Central Bank may engage in other banking activities con
sidered consistent with its purpose as a Central Bank. It shall, however,
neither transact business with the public nor compete with other credit
institutions for business.
CHAPTER V.-RATE OF EXCHANGE AND FOREIGN BUSINESS
Art. 18. Subject to the approval of the Government, the Central Bank
determines the par value of the Icelandic krona in relation to foreign
exchange and gold. Buying and selling rates must not be more than one per
cent under or one per cent over par value. Within these limits the Central
Bank quotes daily the buying and selling rates of exchange of the currencies
necessary for normal business.
The Central Bank shall endeavor to build up the foreign exchange
reserves of the country and keep them as far as possible in safe and easily
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salable securities or deposits, and in foreign exchange which may be used
as payment anywhere.
Art. 19. In addition to the Central Bank, the National Bank of Iceland
and the Fisheries Bank of Iceland have the right to deal in foreign exchange.
The Board of Governors of the Central Bank may permit other banks, as
also the Postal Administration, to deal in foreign exchange within limits
fixed by the Board of Governors, subject to the approval of the Minister
concerned.
Art. 20. The Central Bank is in charge of the performance of payments
agreements with other States, as well as transactions with international finan
cial institutions as agent of the Government. It shall advise the Government
on all matters pertaining to foreign exchange, including the raising of foreign
loans, undertaking the performance in this respect as may be agreed.
The Central Bank may raise loans abroad for the general requirements
of the country in connection with its foreign exchange transactions.
Furthermore, the Central Bank may raise loans abroad for the purpose of
relending the money in Iceland provided such relending is guaranteed by
the State Treasury.
The Central Bank is exempt from the provision of Article 7 of Law
No. 3 0 1 1 960 respecting the Arrangement of Matters relating to Imports,
Foreign Exchange, etc., as regards loans according to paragraphs 2 and 3 .
Art. 2 1 . The Central Bank exercises supervision over foreign exchange
dealings and sees to it that rules respecting the dealings in and disposal of
foreign exchange are followed. By virtue of this work the Currency Control
of the Bank is entitled to demand of individuals, concerns and institutions
all necessary information concerning matters relating to foreign exchange.
Further rules concerning the handling of foreign exchange and the per
formance of the Currency Control shall be fixed in a regulation to be
promulgated by the Minister concerned according to the provisions of the
present Law and Law No. 30/ 1960 respecting the Arrangement of Matters
relating to Imports, Foreign Exchange, etc., the recommendation of the
Central Bank having been obtained.
Art. 22. The Central Bank is, for and on behalf of the State, in financial
relationship with the International Monetary Fund, but as soon as this Law
enters into force and the quota of Iceland in the Fund is transferred to the
account of the Central Bank, the Treasury's liabilities to the Bank on account
of the contributions hitherto made by Iceland to the Fund will be annulled."
3 Under Art. 1 of the Law of May 18, 1 965, the Central Bank was
required to supply the amount due in connection with the increase of
Iceland's quota in the International Monetary Fund from US$ 1 1 .25 million
to US$ 1 5 million.
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CHAPTER VI.-STATISTICAL REPORTS
Art. 23. The Central Bank operates an Economic Department which
gathers information and makes estimates in the fields of balance of payments,
foreign exchange and monetary policy, as well as matters pertaining to the
purposes of the Bank, and it shall publish the fullest possible information
on those subjects.
The Economic Department shall also compile other reports and make
observations respecting economic affairs, and inclusive thereof it shall deal
with such subjects in this sphere as the Government may entrust to its care.
In this matter the Economic Department shall maintain close cooperation
with the Statistical Bureau of Iceland and other bodies dealing with similar
subjects.
All those concerned shall furnish the Economic Department of the Central
Bank with such information as it requires in connection with the compilation
of statistical reports.
CHAPTER VJI.-ADMINISTRATION OF THE BANK
Art. 24.
Minister in
in this Act.
of a Board

The supreme authority of the Central Bank is vested in the
charge of banking affairs and a Board of Directors as provided
In other respects the administration of the Bank is in the hands
of Governors consisting of three Governors.

Art. 25. The Board of Governors of the Central Bank is composed of
three Governors appointed by the Minister concerned upon the recommenda
tion of the Board of Directors. The Board of Governors elects a Chairman
for a term of not less than one year.
In the event of a temporary unavoidable absence of a Governor, the
Minister concerned may nominate an Alternate upon the recommendation
of the Board of Directors.
Governors may not hold directorships in other monetary institutions or
concerns, or fill other positions which may be regarded as being in direct
association with their occupation in the Bank, except by consent of the
Minister concerned.
Art. 26. The Board of Governors is responsible for the operation of
the Central Bank, and it carries executive authority in all its affairs not
entrusted to others according to this Law.
The Board of Governors holds meetings as often as considered necessary,
and whenever any of the Governors may desire.
The signatures of two Governors are required so as to be binding on the
Bank. The Board of Directors may, however, authorize specific employees
to pledge the Bank by their signatures in specific matters. Powers of attorney
shall be further decided in by-laws.
At·t. 27. Having received the opinion of the Board of Directors, the
Minister concerned may dismiss a Governor. The Minister shall explain
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the reason for the dismissal in writing, and the Governor is entitled to a
fuU salary for one to three years, as also a pension after the age of sixty-five,
amounting to not less than two thirds of the salary, both according to a
further decision by the Minister. In the event of a Governor resigning office
he shall receive salary for up to one year, as also a pension as decided by
the Minister.
The Minister may also dismiss a Governor without notice and without
special payment of salary if the Governor is guilty of a transgression in his
office.
Art. 28. The Board of Directors of the Central Bank is composed of
five persons, elected by the Althing by proportional representation for a term
of four years, together with an equal number as Alternates. The Minister
concerned appoints one of the elected Directors as Chairman of the Board
of Directors for a term of four years, and a second Director as Vice
Chairman.
The Directors or their Alternates shall be resident in Reykjavik or so
close to Reykjavik that they can conveniently attend Board meetings at
any time.
An Alternate receives fee in lieu of a Director while acting on the Board.
Art. 29. The Board of Directors supervises the activities of the Central
Bank, and the Board of Governors shall deliberate closely with the Board
of Directors on the general policy of the Bank, as also on decisions in
important matters of consequence to the policy of the Bank, such as interest
rates and minimum reserve requirements. Moreover, the Board of Governors
shall furnish the Board of Directors with regular reports on the activities
of the Bank and the evolution of foreign exchange and monetary matters.
The Board of Directors makes proposals concerning the by-laws of the
Bank and letters patent for the Governors to be issued by the Minister
concerned.
The Board of Directors holds meetings as necessary, but usually not less
than fortnightly. The Board of Governors prepares the meetings of the
Board of Directors, together with the Chairman of the Board of Directors.
The Governors attend meetings of the Board of Directors and participate
in discussions, except when matters relating to themselves are discussed.
Art. 30. The Board of Directors is responsible for the auditing of the
accounts of the Bank, and a special Auditing Department shall function in
the Bank under its supervision. Further, the Chairman of the Board of
Directors, and in his absence the Vice-Chairman, together with a special
auditor versed in accountancy and engaged for the purpose by the Board
of Directors, shall oversee the performance of the auditing and carry out
regular examinations of the accounts and assets of the Bank.
Art. 31. The Board of Directors engages the Chief Cashier of the Central
Bank and the Chief of the Auditing Department. The Board of Governors
engages and dismisses all other employees.
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Directors' fees are fixed by the Minister concerned. Salaries o f Governors
and other employees of the Bank, as also pensions, are fixed by the Board
of Directors.
CHAPTER VIII.-AccouNTING
Art. 32. The financial year of the Central Bank is the calendar year. The
annual accounts of the Bank shall be drawn up as soon as possible after the
end of the year. Auditing finished, they shall be confirmed by the Board
of Directors and approved by the Minister concerned. Thereupon the
accounts shall be published in the Annual Report of the Bank and in the
Stj6rnartUJindi. Moreover, the Bank shall publish a monthly balance sheet.
Art. 33. All operating expenses as well as losses sustained by the Bank
during the year shall be paid out of the annual income.
Of the remaining profit, a five per cent dividend shall be paid on the Capital
Fund of the Bank, the dividend payment never to exceed one half of the
profit. Circumstances permitting, and upon the recommendation of the
Board of Governors, the Board of Directors may, however, determine a
higher payment of dividend.
The part of the profit not paid as dividend shall be allocated by the Board
of Directors to the reserve funds of the Bank and its departments upon the
recommendation of the Board of Governors.
The dividend paid on the Capital Fund according to the provisions of
paragraph 2 accrues to a special fund maintained at the Central Bank, and
one half of the income of the fund shall accrue to the Science Fund of
Iceland, cf. Law No. 5 1 / 1 957 respecting the Science Fund of Iceland.
CHAPTER IX.-MISCELLANEOUS PROVISIONS
Art. 34. Governors, members of the Board of Directors and all employees
of the Bank are bound to secrecy concerning matters about which they gain
knowledge in their occupation and which should be kept secret according to
law, instructions of superiors or by the nature of the case. Professional
secrecy continues although employment ceases.
Art. 35. The Bank is exempt from all public dues and taxes of whatever
description, including dues or taxes to the State Treasury and Municipal
Treasuries, or to other institutions.
The books of the Bank, drafts, obligations issued by the Bank and in its
name, as also obligations giving the Bank title to a pledge, coupons of the
Bank's bonds and transfers of such coupons, shall be exempt from stamp
duty.
Art. 36. Further provisions concerning the activities of the Bank, includ
ing a provision for penalties in the form of daily penalty or penal interest
if the decisions of the Bank according to this Law are not complied with,
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shall be fixed in by-laws to be promulgated by the Minister concerned, the
recommendations of the Board of Directors having been obtained.
Art. 37. This Law takes effect forthwith. At the same time, Law No. 63
of June 2 1 , 1 957 shall be abrogated.
TRANSITIONAL PROVISIONS
The Althing shall, upon this Law taking effect, elect a Board of Directors
according to the provisions of this Law for a term of office lasting until the
end of 1 964, the Board of Directors together with the Minister concerned
taking measures for the appointment of a new Board of Governors for the
Central Bank, whereupon the mandate of the present Board of Governors
of the Central Bank shall cease.
So long as the Central Bank operates in the same building as the National
Bank of Iceland, the Banks may cooperate as regards staff, auditing, etc.,
as may be agreed.
The Central Bank and the Ministry of Finance may make an agreement
about payment into a noninterest-bearing account of the State Treasury with
the Central Bank of unallocated deposits of the State Treasury with the
Central Bank in respect of the Counterpart Fund, cf. the provisions of
Article 5 of the Law respecting Economic Matters, and furthermore the sum
of fifty million kronur out of counterpart funds kept in a separate account
with the Central Bank, cf. Article 4 of Law No. 17/ 1 95 3 respecting the
Iceland Bank of Development, the Central Bank undertaking to settle the
remainder of the account out of working profits in 1 960 and the following
years, as further decided by the Board of Directors.

The Monetary Unit :

A Note

The basic monetary unit of Iceland is the krona.
The Icelandic krona was introduced as a separate currency unit
on December 1 , 1 9 1 8 . On its legal and factual status from 1 9 1 8
through 1 950, see Rene Sedillot, Toutes les monnaies du monde:
Dictionnaire des changes (Paris, 1 955 ) , pp. 1 03-104. On the issue
of notes and coins in terms of the krona, see Arts. 6-8 of the
Central Bank of Iceland Law, 1 96 1 ( above, p. 347 ) .
Par Value. With effect from December 1 8 , 1 946, Iceland agreed
with the International Monetary Fund on an initial par value of
0. 1 3 6954 gram of fine gold per krona or 6.48885 kronur per U.S.
dollar. Subsequently, with the concurrence of the Fund, the par
value was changed to 0.095 1 3 59 gram of fine gold per krona or
9.34107 kronur per U.S. dollar with effect from September 2 1 ,
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1 949 ; t o 0.0545676 gram o f fine gold per krona o r 1 6.2857 kronur
per U.S. dollar with effect from March 20, 1950; to 0.02 3 3 8 6 1
gram of fine gold per krona or 3 8 kronur per U.S. dollar with effect
from February 22, 1 960; and to 0 .0206668 gram of fine gold per
krona or 43 kronur per U.S. dollar with effect from August 4, 1 96 1 .

The Bretton Woods Agreements Law, 1 945 1
Law concerning the participation of Iceland in the establishment
of a Monetary Fund and an International Bank in conformity
with the proposals of the Bretton Woods Conference, and con
cerning borrowing for this purpose.
Art. I. The Government of Iceland is hereby authorized, in the name
of the Republic of Iceland, to participate in the establishment of a Monetary
Fund and an International Bank in conformity with the proposals agreed
upon at the United and Associated Nations' Conference at Bretton Woods
in the United States of America in July 1 944.
Art. 2. The Minister in charge of banking shall appoint, for a period of
five years, a Governor and an Alternate on the Board of Governors of the
Monetary Fund, and also, and for the same period, a Governor and an
Alternate on the Board of Governors of the International Bank. Their
compensation shall be determined by the Minister.
Art. 3. The Government is authorized to borrow up to the equivalent
of three and a half million dollars in order to provide for the Government's
subscription to the Monetary Fund and the International Bank!
[Art. 4. It shall be prohibited for banks, savings banks, cities and munici
palities and public institutions to contract loans abroad without the approval
of the Minister in charge of banking, except as provided in Article 1 of
Law No. 1 0/ 1928 respecting the National Bank of Iceland.] "
1 Law No. 1 05 of December 20, 1 945. In the version published here, the
word Article (Art. ) corresponds to the Icelandic abbreviation gr.
2 As amended by Law No. 30 of May 9 , 1 959. See also footnote 3 to
Art. 22 of the Central Bank of Iceland Law, 1 9 6 1 , above.
Iceland's initial quota in the Fund, US$ 1 million, was increased to US$ 1 .5
million with effect from September 1 5 , 1 959, to US$ 1 1 .25 million with
effect from February 22, 1 960, and to US$ 1 5 million with effect from
March 17, 1966 (pursuant to Resolutions of the Board of Governors of
the Fund Nos. 14-1, 14-2, and 20--6, respectively ) .
• Art. 4 was repealed by Art. 1 4 of Law No. 3 0 of May 25, 1960.
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Art. 5. Anyone owing money abroad in foreign currencies shall inform
the Statistical Institute of Iceland of such foreign debts quarterly on forms
prescribed by the Statistical Institute.
Art. 6. This Law supersedes Law No. 50 of June 27, 1 94 1 , concerning
a monetary reserve fund and control of foreign borrowing.
Art. 7. This Law shall enter into force immediately.

Bibliographical Note
PUBLICATIONS OF THE CENTRAL BANK OF ICELAND
A nnual Report ( 196 1-) . For the period 1 957-1960, see the A nnual
Report issued by The National Bank of Iceland, the Central Bank.
PUBLICATIONS RELATING TO BANKING AND CENTRAL
BANKING
"Banking in Iceland," in Scandinavia Past and Present: vol. 3, Five
Modern Democracies ( [Copenhagen], 1959 ) , pp. 840-842.
Th6r, Vilhjalmur, "Banks and Savings Banks," in Iceland To-Day
(Reykjavik, 1 96 1 ) , pp. 83-88.
Tryggvason, Bjorn, "Stutt yfirlit urn sogu, loggjof og starfsemi Se5la
bankans" (A Short History of the Law and Operation of the Central
Bank ) , Olfj6tur ( Reykjavik) , No. 1 , 1 964, pp. 37-44.
RELATED LAWS
Log urn tekka (Check Act ) , No. 94 of June 19, 1933.
Vixi!log (Bills of Exchange Act ) , No. 93 of June 19, 1933.
See also section entitled "Island" (text in Icelandic and German) in
Schettler and Blieler, Das Wechsel- und Scheckrecht aller Liinder
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Publication of Statutes and Regulations

The laws that are adopted in the course of a calendar year are
published in annual volumes, entitled A cts of the Oireachtas.
Statutory instruments, which before January 1 , 1 948 were styled
"statutory rules and orders," are now published in annual volumes
as Statutory Instruments. Acts and statutory instruments are
published in both Gaelic and English.
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The Central Bank Act, 1942 1
NoTE : -By virtue of the Central Bank Act, 1 942, the Central
Bank of Ireland was established on February 1 , 1 943 and took
the place of the Currency Commission which had been set up
under the Currency Act, 1 927. The Central Bank of Ireland is to
be distinguished from the Bank of Ireland, which was established
by Royal Charter of 1 7 8 3 and which still maintains the accounts
and stock registers of the Government of the Republic of Ireland.

An Act to establish a Bank to be the principal currency authority
in the State, to dissolve the Currency Commission and transfer
its powers and duties (with certain modifications ) to the said
Bank, to confer on the said Bank divers other powers and duties,
and to provide for other matters connected with banking, cur
rency, coinage, and the matters aforesaid and in particular for
the gradual extinction of consolidated bank notes.
[4th November 1 942]
BE IT ENACTED by the Oireachtas as follows :PART I.-PRELIMINARY AND GENERAL
1.-( 1 ) This Act may be cited as the Central Bank Act, 1 942.

Short title,
collective
(2) The Currency Acts, 1 927 and 1930, and this Act may be cited citation, a nd
construction.
together as the Currency and Central Bank Acts, 1 927 to 1 942.
( 3 ) This Act shall be construed as one with the Currency Acts, 1 927
and 1 930.
( 4) The expression "this Act" wherever it occurs in the Currency Act
shall be construed and have effect as including the Currency (Amendment)
Act, 1 9 3 0 (No. 30 of 1 9 3 0 ) , and this present Act.
2.-In this Act-

Definitions.

the expression "the Minister" means the Minister for Finance;
the expression "the Currency Act" means the Currency Act, 1927 (No. 32
of 1927 ) , as adapted in consequence of the enactment of the Constitution;
the expression "the Commission" means the Currency Commission;
-----

1

""_______ ---

Act No. 22 of 1 942 as amended through July 3 1 , 1 966.
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the expression "the Bank" means the Central Bank of Ireland established
by this Act; •
the expression "the Board" means the Board of Directors of the Bank;
the word "Governor" means the Governor of the Bank;
the expression "Director of the Bank" does not include the Governor;
the word "Director" means (save where the context otherwise requires )
a Director of the Bank;
the expression "service Director" means a Director who is in the per
manent service of the State;
the expression "licensed banker" means the holder of a banker's licence
issued to him under this Act and for the time being in force;
the expressions "legal tender note," "consolidated bank note," "legal tender
note fund," "note reserve fund," and "general fund" have the same mean
ings as they respectively have in the Currency Act.
The appointed
day.

3.-( 1 ) The Minister shall by order appoint a day to be the appointed
day for the purposes of this Act.
( 2 ) In this Act the expression "the appointed day" means the day
appointed under this section to be the appointed day for the purposes of
this Act.
4.-( 1 ) The several sections of the Currency Act mentioned in the first
column of Part I of the First Schedule to this Act are hereby repealed to
the extent mentioned in the second column, and as on and from the date
specified in the third column, of the said Part of the said Schedule opposite
the mention of such section in the said first column.

Repeals.

( 2 ) The several enactments specified in Part II of the First Schedule to
this Act are hereby repealed to the extent mentioned in the third column,
and as on and from the respective dates mentioned in the fourth column,
of the said Part of the said Schedule.
PART H.-ESTABLISHMENT OF THE CENTRAL BANK OF IRELAND
AND DISSOLUTION OF THE CURRENCY COMMISSION
Establishment
of the Bank.

5.-( 1 ) On the appointed day there shall be and is hereby established
in accordance with this Act a body to be called and known as Banc
Ceannais na h:Eireann or, in the English language, the Central Bank of
Ireland, to fulfil the functions assigned to it by this Act.
( 2 ) The Bank shall be a body corporate with perpetual succession and
an official seal (which shall be judicially noticed ) and power to sue and be
sued in its corporate name and to hold and dispose of land.
( 3 ) The Bank shall be conducted and managed in accordance with this
Act by a Board of Directors consisting of" For the name of the Central Bank in Gaelic, see Sec. 5, below.
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( a ) a Governor, and
( b ) three Directors to be known and in this Act referred to as banking
Directors, and
(c) such number of other Directors (not exceeding five and not including
at any one time more than two service Directors) as the Minister
shall from time to time determine.
( 4) The functions, powers, and duties of the Bank shall be exercised
and performed by the Board of Directors for and in the name of the Bank.
( 5 ) It shall be lawful for the Board to do, by regulations made by the
Board, all or any of the following things, that is to say:- 3
(a) authorise the setting up of committees of the Board consisting of
one or more members of the Board either solely or together with
one or more officers of the Bank;
( b ) regulate the procedure and define the functions, powers, and duties
of any committee so set up;
(c) delegate to any such committee the exercise and performance of
any one or more of the functions, powers, and duties of the Bank
or of the Board;
(d) delegate to the Governor ( including the Deputy Governor) or to
any Director or to any two or more members of the Board or to
any one or more officers of the Bank the exercise and performance
of any one or more of the functions, powers, and duties of the
Bank or of the Board;
(e) impose conditions, limitations, or restrictions on the exercise and
performance by any such committee or persons or person of the
functions, powers, and duties delegated to them or him under this
subsection;
{f) provide in appropriate cases for the review by the Board of decisions
taken or things done by any such committee or persons or person
in the exercise or performance of any function, power, or duty
delegated to them or him under this subsection.
( 6 ) Section 9 of the Ministers and Secretaries Act, 1 924 (No. 1 6 of
1 924 ) , shall not apply to the Bank.
6.-( 1 ) In addition and without prejudice to the functions, powers, General function
and duties vested by law in the Commission immediately before the and duty of the
Bank.
appointed day and to such functions, powers, and duties as are specifically
conferred or imposed by this Act on the Bank, the Bank shall have the
general function and duty of taking ( within the limit of the powers for the
time being vested in it by law) such steps as the Board may from time to
time deem appropriate and advisable towards safeguarding the integrity of
the currency and ensuring that, in what pertains to the control of credit,
the constant and predominant aim shall be the welfare of the people as a
whole.
3 For the text of Central Bank of Ireland Regulations Nos. 2 and 3, 1 943,
made by the Board under this subsection, see below, pp. 40 1-402.
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( 2 ) The Minister may, on such occasions as he shall think proper,
request the Governor on behalf of the Board or the Board to consult and
advise with him in regard to the execution and performance by the Bank of
the general function and duty imposed on the Bank by the foregoing sub
section of this section, and the Board shall comply with every such request.
Certain
particular
powers of
the Bank.

7.-( 1 ) It shall be lawful for the Bank to do, for the purposes of or
through the general fund, all or any of the following things on such
occasions and to such extent as the Board shall think proper, that is to
say : -

( a ) buy o r sell coin o r gold o r silver bullion o r any foreign currency;
( b ) receive deposits from a Minister of State or any public authority or
any Associated Bank, or any other bank or credit institution carry
ing on business wholly or partly within the State;
(c) open accounts in other countries or act as agent, depository, or
correspondent of any bank carrying on business in or outside the
State;
(d) with the consent of the Minister, acquire, hold, or dispose of shares
in any international bank formed wholly or mainly by banks which
are the principal currency authority in their respective countries;
(e) rediscount exchequer bills and bills of local authorities which have
previously been accepted, discounted, or endorsed by an Associated
Bank or any other bank or credit institution carrying on business
wholly or partly within the State and which mature in not more
than twelve months from their date;
(f) rediscount bills of exchange which are, in the opinion of the Board,
first class commercial bills and mature, in the case of bills drawn
for agricultural purposes or based on live stock, in not more than
twelve months (excluding days of grace) from their date or, in any
other case, in not more than six months ( excluding days of grace)
from their date;
(g) fix and publish from time to time the minimum rate or rates at
which the Bank will rediscount such exchequer bills, bills of local
authorities, or bills of exchange as are mentioned in either of the
two next preceding paragraphs of this subsection;
( h ) buy, hold, or sell securities of or guaranteed by the State which have
been offered for public subscription or tender before being bought
by the Bank and are officially quoted on the Dublin Stock Exchange
and the Cork Stock Exchange or securities of or guaranteed by the
Government of any other country or securities of any international
bank or international financial institution, being a bank or institution
formed wholly or mainly by Governments;
(i) buy, hold, or sell securities of any public authority which are
authorised by law for the investment of trust funds and have been
offered for public subscription or tender before being bought by the
Bank and are officially quoted on the Dublin Stock Exchange and
on the Cork Stock Exchange;

©International Monetary Fund. Not for Redistribution

CENTRAL BANK ACT, 1 942

3 63

(j) make loans or advances to banks and other credit institutions
(carrying on business wholly or partly within the State) on the
security of such bills of exchange as the Bank is hereinbefore
empowered to rediscount or of such securities as the Bank is here
inbefore empowered to buy, or of gold coin or bullion or of docu
ments relating to the shipment or storage of gold coin or bullion;
( k) keep registers of securities of the State;
( l ) keep, for or on behalf of any public authority, registers of any
stock issued by such authority;
( m ) keep the accounts of any bankers' clearing.
( 2 ) Each of the following bodies shall be a public authority for the
purposes of the foregoing subsection of this section, and the expression
"public authority" shall in that subsection be construed and have effect
accordingly, that is to say : -

(a) a commission, board, o r other body (whether corporate or
unincorporated ) charged by law with the execution throughout the
State of functions of government or public administration or with
the administration throughout the State of any public service
(including the provision of credit but excluding transport) , and
( b ) a corporation, council, committee, or other body (whether corporate
or unincorporated) charged by law with the execution of functions
of local government within a defined area of the State or the
execution of functions of public administration or public service
(other than transport) of a local character.
8.-It shall be lawful for the Bank to do all or any of the following things Certain further
on such occasions and to such extent as the Board shall think proper, that powers of the
Bank.
is to say:(a) make provision for the collection and study of data relating to
monetary and credit problems and publish informative material in
regard thereto;
( b ) establish and maintain, either directly or indirectly, contact with
the monetary authorities established in other countries;
(c) do all such things as may be ancillary or incidental to or consequen
tial on the exercise of any of the powers or the performance of any of
the duties conferred or imposed on the Bank by this or any other
section of this Act or from time to time conferred or imposed on
the Bank by law.

9.-(1)

The capital of the Bank shall be the sum of forty thousand The capital of
pounds whereof the sum of twenty-four thousand pounds shall be paid to the Bank.
the Bank by the Minister on the appointed day or as soon thereafter as
may be and whereof the residue shall be paid to the Bank by the
Minister at such time or times as may be agreed upon by the Board and
the Minister.
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( 2 ) All moneys payable to the Bank by the Minister under the fore
going subsection of this section shall be charged on and paid out of the
Central Fund or the growing produce thereof.
( 3 ) When the Minister has paid to the Bank the sum of twenty-four
thousand pounds in pursuance of the foregoing provisions of this section,
the Bank shall forthwith repay to every bank which is a Shareholding
Bank immediately before the appointed day all sums paid by such bank to
the Commission in pursuance of Section 64 of the Currency Act together
with the appropriate dividend on every such sum for the period from the
last date up to which dividend had been paid thereon to the date of such
repayment.
( 4 ) Subsection ( 4) of Section 63 of the Currency Act is hereby amended
by the deletion of the words "for the time being paid up by Shareholding
Banks on account of their capital liability," and the insertion in the said
subsection of the words "of the capital of the Bank for the time being paid
up" in lieu of the words so deleted.
The seal of
the Bank.

10.-( 1 ) The Bank shall provide itself with a seal on or as soon as may
be after the appointed day.
( 2 ) The seal of the Bank shall be authenticated by the signature of the
Governor or of a Director authorised in that behalf by the Board and by
the counter-signature of the secretary of the Bank or some other officer of
the Bank authorised in that behalf by the Board.
( 3 ) Every document purporting to be made or issued by the Bank and
to be sealed with the seal of the Bank authenticated in the manner provided
by this section shall be received in evidence and shall, without proof of the
signature or the authority of any of the persons purporting to sign or
counter-sign such document, be deemed, until the contrary is proved, to
have been made or issued by the Bank.
( 4) Until the Bank shall have provided itself with a seal in pursuance
of this section, the seal of the Commission shall be deemed to be the seal
of the Bank and it shall be lawful for the Bank to use the seal of the
Commission accordingly.
( 5 ) When the Bank has provided itself with a seal in pursuance of this
section, the Board shall cause the seal of the Commission to be so broken
or defaced as to be incapable of being used.

Interpretation
of references
to the Com
mission in the
Currency Act
1927.

,

1 1 .-( 1 ) On and after the appointed day and subject to the repeals and
amendments effected by this Act, the Currency Acts, 1 927 and 1930, shall
have effect with and subject to the modification that every mention of or
reference to the Chairman shall be construed as a mention of or reference
to the Governor and every mention of or reference to the Commission
shall be construed as a mention of or reference to the Bank, save that any
such mention or reference which, expressly or by necessary implication,
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refers to the members of the Commission shall be construed as a mention
of or reference to the Board.
( 2 ) A legal tender note may, on and after the appointed day, be either
of such form, size and design and printed in such manner and on such
paper and numbered and authenticated in such manner as shall have been
prescribed (whether before or after the passing of this Act) by the
Commission under subsection ( 2 ) of Section 45 of the Currency Act
( as modified by the foregoing subsection of this section) before the
appointed day or of such form, size and design and printed in such manner
and on such paper and numbered and authenticated in such manner as
shall be prescribed by the Bank under the said subsection ( 2 ) of the said
Section 45 (as modified as aforesaid) on or after the appointed day.
( 3 ) A consolidated bank note may, on and after the appointed day, be
either of such form, size and design and printed in such manner and on
such paper and numbered and authenticated in such manner as shall have
been prescribed (whether before or after the passing of this Act) by the
Commission under subsection ( 3 ) of Section 5 1 of the Currency Act
( as modified by the first subsection of this section ) before the appointed day
or of such form, size and design and printed in such manner and on such
paper and numbered and authenticated in such manner as shall be pre
scribed by the Bank under the said subsection ( 3 ) of the said Section 5 1
( as modified a s aforesaid) on or after the appointed day.
12.-( 1 ) There shall be associated with the Bank such other banks as The Associated
are specified or provided for in this section and those banks shall be known Banks.
and are in this Act referred to as Associated Banks.
( 2 ) The eight banks named in the second column of the Third Schedule
to this Act shall, on the appointed day, become and be Associated Banks.
( 3 ) Sections 42 and 43 of the Currency Act shall, on and after the
appointed day, apply and have effect in relation to the Associated Banks
with and subject to the modifications that the expressions "the Board,"
"Associated Banks," and "Associated Bank" shall respectively be sub
stituted for the several expressions "the Commission," "Shareholding
Banks," and "Shareholding Bank" wherever the latter expressions respec
tively occur in the said Sections 42 and 43.
( 4 ) Every reference to or mention of the Shareholding Banks (whether
in the singular or the plural) contained in the Currency Act (other than
Sections 42 and 4 3 ) shall be construed and have effect on and after the
appointed day as a reference to or mention of the Associated Banks (in
the singular or the plural as the case may require) .
( 5 ) Subsection ( 4 ) of Section 5 of the Currency (Amendment) Act,
1930 (No. 30 of 1 9 3 0 ) , is hereby amended by the deletion therefrom of
the word "Shareholding."
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Admission of a
13.-( l ) Any bank may, at any time, on or after the appointed day,
bank to be an
Associated Bank. apply to the Minister to be admitted to be an Associated Bank, and the
Minister, after consultation with the Board, may in his absolute discretion
grant or refuse such application.
( 2 ) Whenever the Minister grants under this section an application by
a bank to be admitted to be an Associated Bank, such bank shall, as on
and from the date on which such application is granted, become and be an
Associated Bank for the purposes of this Act and of the Currency Act as
applied, modified, or amended by this Act.
( 3 ) The Minister may require a bank applying under this section to be
admitted to be an Associated Bank to furnish to him such information in
relation to its business and to permit the Governor or a permanent officer
of the Bank specially authorised in that behalf in writing by the Minister
to make such inspection of its books as appears to the Minister to be
necessary for the due consideration by him of such application.
14.-( l ) The Minister may, at any time on or after the appointed day,
Removal of a
bank from being in his absolute discretion remove any Associated Bank from being an
an Associated
Associated Bank either ( after consultation with the Board) on any of the
Bank.
grounds expressly authorised by the Currency Act as adapted by this Act
or (with the consent of the Board) on any other ground which appears to
the Minister to be sufficient.
( 2 ) Any Associated Bank may, at any time on or after the appointed day,
apply to the Minister to be removed from being an Associated Bank, and,
whenever such application is so made by an Associated B ank, the Minister
shall forthwith remove such bank from being an Associated Bank.
( 3 ) Whenever the Minister removes under this section an Associated
Bank from being an Associated Bank, such bank shall forthwith cease to
be an Associated Bank, but such removal shall not prevent the sub
sequent admission under this Act of such bank to be an Associated Bank
nor relieve such bank from liability to pay on due presentation the
amount of every consolidated bank note outstanding with it at the time
of such removal or from liability for payments on consolidated bank notes
outstanding with it whether before or after such removal.
( 4 ) Except when an Associated Bank is removed on its own application,
the Minister shall not remove under this section an Associated Bank from
being an Associated Bank without giving such bank a reasonable oppor
tunity of being heard.
( 5 ) No banking Director shall vote on any resolution relating to the
removal of an Associated Bank of which he is a director or by which he
is employed.
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15.-( 1 ) On the appointed day, the Commission shall become and Dissolution
be dissolved and the members thereof shall cease to hold office but shall
�ission.
not thereby be rendered ineligible for appointment as the Governor or a
Director of the Bank.

c��

( 2 ) On the appointed day the following provisions shall have effect,
that is to say:( a) the legal tender note fund, the note reserve fund (if then subsisting) ,
and the general fund as they respectively subsist immediately before
the appointed day and all investments, moneys, and assets then
comprised in those funds respectively and also all other property,
whether real or personal (including chases-in-action) , which imme
diately before the appointed day is vested in or held by the Com
mission shall, on the appointed day and without any conveyance
or assignment but subject, where necessary, to transfer in the books
of any bank, corporation, or company, become and be vested in
the Bank for all the estate, term, and interest for which the same
were vested in the Commission immediately before the appointed
day;
( b ) any property transferred by the foregoing paragraph of this sub
section to the Bank which, immediately before the appointed day,
is standing in the books of any bank within the jurisdiction of the
Oireachtas in the name of the Commission or is registered in the
books of any bank, corporation, or company within the said
jurisdiction in the name of the Commission shall, upon the request
of the Board made on or at any time after the appointed day, be
transferred in such books by such bank, corporation, or company
into the name of the Bank;
(c) where any property transferred or expressed to be transferred to
the Bank by paragraph (a) of this subsection is, immediately before
the appointed day, situate outside the jurisdiction of the Oireachtas
or is standing or registered in the books of any bank, corporation,
or company outside the said jurisdiction, it shall be the duty of the
Board to take all such steps as may be requisite to secure the
transfer to the Bank of the legal and effective ownership of such
property;
(d) every chose-in-action transferred to the Bank by paragraph (a) of
this subsection may be sued upon, recovered, or enforced by the
Bank in its own name, and it shall not be necessary for the Bank to
give notice to the person bound by such chose-in-action of the
transfer effected by the said paragraph;
( e ) every debt and other liability (including unliquidated liabilities
arising from torts or breaches of contract) which, immediately
before the appointed day, is owing and unpaid or has bt::e n incurred
and is undischarged by the Commission shall, on the appointed
day, become and be the debt or liability of the Bank and shall be
paid or discharged by and may be recovered from or enforced
against the Bank accordingly;
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(f) every contract made between the Commission and any other person
which is in force or is enforceable immediately before the appointed
day and is not fully performed or executed shall, on the appointed
day, become and be a contract between the Bank and the said
other person and shall be enforceable by or against the Bank
accordingly.

( 3 ) The amount of all stamp duties paid (whether in pursuance of the
laws of the State or of the laws of another country) by the Bank in respect
of any transfer or conveyance of property which is executed in order to
supplement or give full effect to the transfer of such property effected by
the next preceding subsection of this section shall be refunded to the Bank
by the Minister out of moneys provided by the Oireachtas.
( 4 ) Every person who, immediately before the appointed day, is in the
employment of the Commission in any capacity shall, on the appointed
day, become and be transferred to the employment of the Bank in the same
capacity and with the same tenure, remuneration, and conditions of service
as he had in the employment of the Commission immediately before the
appointed day, and in order to secure to every such person on and after the
appointed day the like rights and benefits (if any) in relation to super
annuation and compensation for loss of employment as he had immediately
before the appointed day, the following provisions shall have effect, that is
to say :(a) every scheme made by the Commission under subsection (4) of
Section 31 of the Currency Act which is in force immediately before
the appointed day shall continue in force on and after the appointed
day and shall be observed and performed by the Bank accordingly;
( b ) for the purposes of every scheme continHed in force by the fore
going paragraph of this subsection and of every scheme which may
be made by the Bank under the said subsection ( 4 ) of Section 3 1
o n o r after the appointed day, service i n the employment of the
Commission (including service in any other employment which is
deemed by such scheme to be service in the employment of the
Commission) shall be deemed to be service in the employment of
the B ank and the period of service ( including service deemed as
aforesaid) of any person in the employment of the Commission
ending immediately before the appointed day and the period of
service of such person in the employment of the Bank beginning on
and continuing after the appointed day shall be deemed to be one
continuoDs period of service in the employment of the Bank.
Appointments
to the staff of
the Bank.

16.-( 1 ) Subject to the provisions of the next following subsection of
this section, every appointment under subsection ( 2 ) of Section 3 1 of the
Currency Act of an officer or servant of the Bank shall be made by
competition (including a qualifying or competitive test in Irish) to be
conducted according to regulations to be made by the Board, and the Board
may, in relation to any such competition, impose such conditions of entry,
limitations, and safeguards as it thinks proper.
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( 2 ) The foregoing subsection of this section shall not apply to appoint
ment to a position in respect of which appointment by competition is, in
the opinion of the Board, unsuitable.
17.-Section 12 of the Industrial and Commercial Property (Protection) Copyright in
notes issued by
(Amendment) Act, 1 929 (No. 13 of 1929 ) , shall apply and have effect the Bank.
in relation to legal tender notes and consolidated bank notes respectively
issued by the Bank in like manner and as fully as it applies and has effect
in relation to legal tender notes and consolidated bank notes issued by the
Commission, save that the copyright in any such notes issued by the Bank
shall belong, by virtue of the said Section 12, to the Bank.
18.-Every mention of or reference to the Commission which is contained
in any enactment (other than the Currency Acts, 1 927 and 1930) in force
on the appointed day shall, on and after that day, be construed and have
effect as a mention of or reference to the Bank.

General
adaptation of
references to the
Commission.

PART IJI.-THE BOARD OF DIRECTORS OF THE BANK
19.- ( 1 ) The Governor shall be appointed by the President on the
advice of the Government and shall receive such remuneration and
allowances and be subject to such conditions of service as the Board shall
from time to time determine.

Appointment,
tenure of
office, etc., of
the Governor.

( 2 ) The term of office of every Governor shall (unless he sooner dies,
resigns, is removed, or becomes disqualified) be seven years from, in the
case of the first Governor, the appointed day or, in the case of every
subsequent Governor, the expiration by effluxion of time or the earlier
cesser from any cause (as the case may be) of the tenure of office of his
predecessor.
( 3 ) A Governor retiring on the expiration by effluxion of time of his
term of office shall be eligible for reappointment.
( 4) The following provisions shall apply and have effect in relation to
every Governor, that is to say : -

(a) [Repealed] •
( b ) he shall, during his term of office, be ineligible for election as a
director of any bank whatsoever;
' Repealed by Sec. 3 ( ii ) of the Central Bank Act, 1 964. See, however,
Sec. 2 of the same Act, which reads as follows :
" ( 1 ) Where the Governor or a Director of the Central Bank of Ireland
is nominated, with his consent, as a candidate for election to either House
of the Oireachtas or is nominated as a member of Seanad .Eireann, he shall
thereupon cease to be such Governor or Director.
" ( 2 ) A person who is for the time being entitled under the Standing
Orders of either House of the Oireachtas to sit therein shall, while so
entitled, be disqualified from being or becoming the Governor or a Director
of the Central Bank of Ireland."

©International Monetary Fund. Not for Redistribution

370

IRELAND

(c) if, at the time of his appointment, he is a director of any bank
whatsoever, he shall divest himself of such directorship within ten
days after his appointment and, if he fails so to do, he shall at the
expiration of such ten days be disqualified from holding the office
of Governor;
(d) if and whenever he is adjudged bankrupt (whether in the State or
in any other country) or makes a composition or arrangement with
his creditors or is sentenced by a court of competent jurisdiction to
suffer imprisonment or penal servitude, he shall forthwith become
and be disqualified from holding the office of Governor.
( 5 ) In the next preceding subsection of this section the expression
"any bank whatsoever" does not include an international bank formed wholly
or mainly by banks which are the principal currency authority in their
respective countries.
Prohibition of
the Governor
holding shares
in a bank.

20.-( 1 ) Every person appointed to be Governor shall within three
months after his appointment absolutely sell or otherwise dispose of all
shares in any bank which he shall, at the time of his appointment, own or
be interested in for his own benefit.
( 2 ) If and whenever any shares in a bank shall come to or vest in the
Governor by will or succession for his own benefit, he shall, within three
months after the same shall have so come to or vested in him, absolutely
sell or otherwise dispose of the same or his interest therein.
( 3 ) The Governor shall not purchase, take or become interested in for
his own benefit any shares in any bank.
( 4 ) If the Governor shall retain, purchase, take, or become or remain
interested in any shares in any bank in contravention of this section he
shall forthwith become and be disqualified from holding the office of
Governor.
( 5 ) In this section the word "bank" includes a bank incorporated out
side the State as well as a bank incorporated in the State, and references to
shares in a bank shall be construed as including stock, shares, debentures,
debenture stock, bonds, or other securities of such b:mk.

Removal of
the Governor.

21.-( 1 ) If the Governor becomes by ill-health permanently incapacitated
for performing his duties as Governor he may be removed from office by
the President on the advice of the Government.
( 2 ) If the Board, by unanimous vote of all the Directors, requests the
President to remove the Governor from office for cause stated, it shall be
lawful for the President on the advice of the Government to remove the
Governor from office.
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22.-( 1 ) Whenever the Governor is temporarily unable, by reason of The Deputy
Governor.
absence, ill-health, or any other cause, to discharge the duties of his office,
he may appoint any one of the Directors to act as Deputy Governor during
such inability and, if he fails so to do, the Board may appoint any one of the
Directors to act as aforesaid.
( 2 ) Whenever the office of Governor becomes vacant, the Board may
appoint any one of the Directors to act as Deputy Governor during such
vacancy, but no Director so appointed shall act as Deputy Governor after
the expiration of three months from the occurrence of the vacancy which
occasioned his appointment.

( 3 ) A Director appointed under this section to act as Deputy Governor
shall, while so acting, have, exercise, and perform such of the rights,
powers, and duties of the Governor as shall be delegated to him by the
Governor or, where he is appointed by the Board, by the Board.
( 4) A Director appointed under this section to act as Deputy Governor
shall, while so acting, be paid such (if any) remuneration and allowances
as the Board shall determine.
( 5 ) A Director appointed under this section to act as Deputy Governor
shall not, by reason of such appointment, vacate his office as Director.
23.-( 1 ) The Directors shall be appointed by the Minister.
( 2 ) The banking Directors shall be appointed from a panel prepared
for the purpose by representatives of the Associated Banks in accordance
with this Act.

Appointment,
remuneration,

J3fre�fo��

( 3 ) The Civil Service Regulation Acts, 1 924 and 1 926, shall not apply
to a Director.
( 4) Every Director shall receive such remuneration and allowances and
be subject to such conditions of service as the Minister shall from time to
time determine having regard to the prevailing standards of the Associated
Banks in fixing the remuneration, allowances, and conditions of service of
their directors.
( 5 ) Every Director shall be ordinarily resident within the State, and a
person who is not so resident shall not be eligible for appointment as a
Director.
( 6 ) [Repealed] •
( 7 ) A Director ( other than a banking Director) shall, while he holds
that office, be ineligible for election as a director of any bank whatsoever
and shall, if at the time of his appointment he is a director of any bank
whatsoever, divest himself of such directorship within ten days after his
• Repealed by Sec. 3 (iii) of the Central Bank Act, 1 964; see footnote to
Sec. 1 9 (4 ) (a ) , above.
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appointment and, if he fails so to do, he shall at the expiration of such ten
days be disqualified from holding the office of Director.
Tenure of office
of the Directors.

24.-( 1 ) Of the first banking Directors( a) one, to be selected by lot at the first meeting of the Board, shall,
unless he sooner dies, resigns, or becomes disqualified, hold office
for two years from the appointed day, and
( b ) one other, also to be selected by lot at the first meeting of the
Board, shall, unless he sooner dies, resigns, or becomes disqualified,
hold office for four years from the appointed day.
( 2 ) Of the first Directors who are neither banking Directors nor
service Directors( a) one, to be selected by lot at the first meeting of the Board, shall,
unless he sooner dies, resigns, or becomes disqualified, hold office
for one year from the appointed day, and
( b ) one other, also to be selected by lot at the first meeting of the
Board, shall, unless he sooner dies, resigns, or becomes disqualified,
hold office for three years from the appointed day.
( 3 ) Subject to the provisions of the two foregoing subsections of this
section, every Director ( other than a service Director and a Director
appointed to fill a casual vacancy) shall, unless he sooner dies, resigns, or
becomes disqualified, hold office for five years from ( as the case may
require) the appointed day or the expiration by effiuxion of time of the
term of office of his predecessor.
( 4 ) Every Director (other than a banking Director or a service Director)
who, after the appointment of the first Directors, is appointed for a purpose
other than filling a vacancy amongst the Directors (other than as afore
said) shall hold office for five years from the day as on and from which he
is appointed.

( 5 ) Every service Director shall hold office at the pleasure of the
M inister and may be removed by the Minister at any time.
( 6) A person appointed to fill a casual vacancy in the office of
Director (other than the office of a service Director) shall hold office for
the residue of the term for which the Director whose death, resignation,
or disqualification created the vacancy would have held office if he had
not died, resigned, or become disqualified.
Disqualification
of Directors.

25.-lf and whenever a Director other than a service Director-

( a ) becomes by ill-health permanently incapacitated for performing his
duties as such Director, or

( b ) is adjudged bankrupt (whether in the State or in any other
country) or makes a composition or arrangement with his creditors,
or
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(c) is sentenced by a court of competent jurisdiction to suffer imprison
ment or penal servitude, or
(d) ceases to be ordinarily resident within the State, or
( e ) absents himself from all meetings of the Board for a period of six
months without the permission of the Board,
he shall forthwith become and be disqualified from holding the office of
Director.
26.-( 1 ) Not more than thirty nor less than ten days before the appointed
day, the Minister shall appoint a time and place (in this section referred to
as the appointed time and place) for the meeting of representatives of the
Associated Banks for the election of the panel from which the first banking
Directors are to be appointed.

Panel for
appointment of
the first banking
Directors.

(2) The Minister shall cause every Associated Bank to be informed
in writing of the appointed time and place.
( 3 ) Every Associated Bank may cause one, and only one, representative
nominated by it in that behalf to attend at the appointed time and place,
and the several such representatives who attend at that time and place shall
then or within three days thereafter elect, in accordance with the Rules
contained in the Second Schedule to this Act, a panel of six persons
eligible and willing to act as banking Directors, and shall forthwith com
municate to the Minister in accordance with the said Rules the names of
the six persons so elected.
( 4) If a panel is duly elected in accordance with the foregoing provisions
of this section, the first banking Directors shall be appointed from amongst
the persons so elected to such panel.
( 5 ) If the said representatives of the Associated Banks who attend at
the appointed time and place fail to elect in accordance with this section
the said panel of six persons or if no representatives of the Associated Banks
attend at the appointed time and place, it shall be lawful for the Minister
to appoint such three eligible persons as he shall think proper to be the
first banking Directors, but subject to the restrictions that, if and so far as
eligible and suitable persons willing to act can be found amongst the
directors of the several Associated B anks, no person who is not a director
of an Associated Bank shall be appointed by the Minister under this sub
section, and in any event no person who is in the permanent service of the
State shall be so appointed.
27.-( 1 ) Not more than thirty nor less than ten days before the
expiration by effiuxion of time of the term of office of a banking Director
and also as soon as conveniently may be after the office of a banking
Director becomes vacant otherwise than by effiuxion of time, the Board
shall notify every Associated Bank in writing of such prospective or actual
vacancy and shall in such notification request such Associated Bank to
cause one, and only one, representative to attend at a time and place (in

Panel for the
appointment
of banking
Directors
other than
the first such
Directors.
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this section referred to as the appointed time and place) appointed by the
Board and stated in such notification to elect a panel of three persons
from amongst whom such vacancy may be filled.

( 2 ) Whenever two or three vacancies amongst the banking Directors
occur at or about the same time, the Board may, if they think it convenient
so to do, send to every Associated Bank one, and only one, notification
under the foregoing subsection of this section in respect of all such
vacancies, and where the Board so send only one such notification they
shall, in such notification, state that the representatives attending at the
appointed time and place are required to elect, if there are two and only
two such vacancies, a panel of five persons or, if there are three such
vacancies, a panel of six persons from amongst whom such vacancies may
be filled.
( 3 ) The several representatives of the Associated Banks ( not being
more than one representative from each such Bank) who attend at the
appointed time and place shall then or within three days thereafter elect,
in accordance with the Rules contained in the Second Schedule to this
Act, a panel of persons eligible and willing to act as banking Director and
shall forthwith communicate to the Minister and to the Board the names
of the persons so elected.

( 4) The panel to be elected in pursuance of the next preceding sub
section of this section shall be, if there is only one vacancy to be filled, a
panel of three persons or, if there are two and only two vacancies to be
filled, a panel of five persons, or, if there are three vacancies to be filled,
a panel of six persons.
( 5 ) If a panel is duly elected in accordance with the foregoing provisions
of this section, the said vacancy or vacancies ( whether prospective or actual )
shall be filled from amongst the persons so elected to such panel.
( 6 ) If the said representatives of the Associated Banks who attend
at the appointed time and place fail to elect in accordance with this section
the said p anel or if no representatives of the Associated Banks attend at
the appointed time and place, it shall be lawful for the Minister to appoint
such eligible person or persons as he shall think proper to fill the said
vacancy or vacancies, but subject to the restrictions that, if an eligible and
suitable person or if and so far as eligible and suitable persons willing to
act can be found amongst the directors of the several Associated Banks, no
person who is not a director of an Associated Bank shall be appointed by
the Minister under this subsection, and in any event no person who is in
the permanent service of the State shall be so appointed.
Notices of
vacancies and
appointments of
certain
Directors.

28.-( 1 ) This section applies only to Directors who are neither banking
Directors nor service Directors.

( 2 ) Not less than ten days before the expiration by eftluxion of time of
the term of office of a Director to whom this section applies the Board shall
notify the Minister of such prospective vacancy.
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( 3 ) A s soon a s may be after the Board becomes aware that the office
of a Director to whom this section applies has become vacant otherwise
than by effiuxion of time, the Board shall notify the Minister of such
vacancy.
( 4 ) Whenever the Minister appoints a person to be a Director to whom
this section applies he shall cause notice of such appointment having been
made and of the name and other p articulars of the person appointed to be
given forthwith to the Board.
( 5 ) Whenever a Director to whom this section applies ceases by any
means to hold office as such Director and the Minister determines to reduce
the number of such Directors and for that purpose not to fill the vacancy
occasioned by such cesser, such cesser shall for the purposes of this Act
(except this section) be deemed not to have occasioned a vacancy in the
membership of the Board.
( 6 ) Whenever the Minister, for the purpose of reducing the number
of Directors to whom this section applies, determines not to fill a vacancy
which has occurred amongst those Directors, he shall cause the Board to
be informed of such determination.
29.-( I ) This section applies to all Directors except banking Directors.

Prohibition of
certain Directors
( 2 ) A Director to whom this section applies shall within three months holding shares
in a bank.
after his appointment absolutely sell or otherwise dispose of all shares
in any bank which he shall, at the time of his appointment, own or be
interested in for his own benefit.
( 3 ) If and whenever any shares in a bank shall come to or vest in a
Director to whom this section applies by will or succession for his own
benefit, he shall within three months after the same shall have so come to
or vested in him, absolutely sell or otherwise dispose of the same or his
interest therein.
( 4) A Director to whom this section applies shall not purchase, take,
or become interested in for his own benefit any shares in any bank.
( 5 ) If a Director to whom this section applies shall retain, purchase,
take, or become or remain interested in any shares in any bank in
contravention of this section he shall forthwith become and be disqualified
from holding the office of Director.
( 6 ) In this section the word "bank" includes a bank incorporated out
side the State as well as a bank incorporated in the State and references
to shares in a bank shall be construed as including stock, shares, debentures,
debenture stock, bonds, or other securities of such bank.
30.-( 1 ) No disqualification of the Governor or a Director under any
provision of this Act shall operate to remove him from his office until a
resolution has been passed by the Board declaring him to be disqualified
on a stated ground from holding his said office.

Operation of dis
qualification of
the Governor or
a Director.
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( 2 ) No member of the Board shall vote on a resolution under this
section in relation to his own disqualification.
Oath of secrecy
to be taken by
the Governor,
Directors, and
officers.

3 1 .-( 1 ) The Governor and every Director and also every officer of the
Bank shall, immediately after his appointment and before he begins to act
as Governor or Director or as such officer, take and subscribe before a
Peace Commissioner an oath in the following form :"1,
, do solemnly swear that I will
not disclose any information relative to the business, records, or books
of any bank which may come to my knowledge by virtue of my position
as the Governor or a Director or an officer of the Central Bank of
Ireland, except to such persons only as shall act in the execution of the
statutes regulating the said Bank and where it shall be necessary to
disclose the same to them for the purposes of any such statute."
.

.
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( 2 ) Every person who, having been appointed to be the Governor or a
Director or being or having been appointed to be an officer of the Bank,
acts as the Governor or a Director or as such officer (as the case may be)
before he has taken the oath required by this section shall be guilty of an
offence under this section and shall be liable on summary conviction
thereof to a fine not exceeding one hundred pounds.
( 3 ) Every officer of the Commission who on the appointed day becomes
an officer of the Bank by virtue of this Act shall take the oath required
by this section on or as soon as conveniently may be after the appointed
day, and if he so takes the said oath he shall be deemed to have complied
with this section and shall not be liable to any penalty for acting as an
officer of the Bank before having taken the said oath.
Procedure of
the Board.

32.-( 1 ) The Board may, by rules or otherwise as it thinks fit, regulate
its own procedure.
( 2 ) Four members of the Board personally present shall form a quowm
at a meeting of the Board.
( 3 ) The Board may act notwithstanding one or more vacancies in its
membership.
( 4) At any meeting of the Board the Governor may, in the event of an
equality of votes, exercise a second or casting vote.

Compensation
and super
annuation of
Chairman,
Commissioners,
Governor, and
Directors.

33.-( l ) The Commission may, at any time before the appointed day,
make, with the approval of the Minister, a scheme providing for the
following things, that is to say:(a) the grant by the Bank of compensation for loss of office to the
person who is the Chairman of the Commission immediately before
the appointed day, provided that person is not appointed to be the
Governor as on and from the appointed day, and
( b ) the grant by the Bank of compensation for loss of office to any
person who is, immediately before the appointed day, a member
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of the Commission holding office otherwise than at the pleasure of
the Minister and does not become a Director holding office as on
and from the appointed day, and
( c ) the grant by the Bank of a superannuation allowance or gratuity
to or for the benefit of every Governor who ceases to hold office
otherwise than by becoming disqualified,• and
(d) the grant by the Bank of a superannuation allowance or gratuity to
or for the benefit of every Director ( other than a service Director)
who devotes the whole of his time to his duties as such Director and
ceases to hold office otherwise than by becoming disqualified.
( 2 ) If the Commission does not make under the foregoing subsection
of this section such scheme as is mentioned in that subsection, it shall be
lawful for the Board to make , with the approval of the Minister, such
scheme on or at any time after the appointed day.
( 3 ) The Bank shall carry into effect the scheme made under the fore
going provisions of this section.
( 4 ) A scheme made under this section may provide that a Governor
who has held office as Chairman of the Commission may, for the purposes
of such scheme, add his period of service as such Chairman to his period
of service as Governor and reckon both those periods as one continuous
period of service as Governor.
PART IV.-EXTINCTION OF CONSOLIDATED BANK NOTES
34.-( 1 ) In this Part of this Act the word "half-year" means a period Definitions in
of this
of six months ending on the 3 1st day of March or the 30th day of respect
Part of this Act.
September, and the expression "Associated Bank" means one of the eight
banks named in the second column of the Third Schedule to this Act and
does not apply to any other bank.
( 2 ) References in this Part of this Act to consolidated bank notes
outstanding with an Associated Bank shall be construed as referring to
and including all consolidated bank notes which, at the time to which the
reference relates, have been issued by the Commission or by the Bank to
that Associated Bank and have not been accepted by either the Commission
or the B ank for retirement.
35.-( 1 ) The maximum amount of consolidated bank notes which may
be outstanding with any particular Associated Bank mentioned in the
second column of the Third Schedule to this Act( a ) on any day during the period commencing on the day after the date
of the passing of this Act and ending on the 3 1 st day of December,
1 944, shall not exceed the amount stated in the third column of the

Restrictions on
amount of
consolidated
bank notes
outstanding.

• Authority to amend the scheme made pursuant to paragraph (c) of
subsection ( 1 ) , is contained in the Central Bank Act, 1 9 6 1 , in particular,
Sec. 2 (General power to amend the Scheme) and Sec. 3 (Restriction with
respect to service in the Civil Service) .
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said Third Schedule opposite the name of such Associated Bank
in the second column of that Schedule;
( b ) on any day during the triennial period ending on the 3 1 st day of
December, 1 947, shall not exceed the amount stated in the fourth
column of the said Third Schedule opposite the name of such
Associated Bank in the second column of that Schedule;
(c) on any day during the triennial period ending on the 3 1st day of
December, 1 950, shall not exceed the amount stated in the fifth
column of the said Third Schedule opposite the name of such
Associated Bank in the second column of that Schedule;
(d) on any day during the triennial period ending on the 3 1 st day of
December, 1 953, shall not exceed the amount stated in the sixth
column of the said Third Schedule opposite the name of such
Associated Bank in the second column of that Schedule.
( 2 ) The Commission shall before the appointed day and the Bank
shall on and after that day each take such steps, by restriction of issue or
otherwise, as it thinks fit towards ensuring that the amount of consolidated
bank notes outstanding with an Associated Bank on any day during a
period mentioned in the foregoing subsection of this section does not
exceed the maximum amount indicated in that subsection in respect of
such Associated Bank for such period.
( 3 ) No consolidated bank notes shall be issued by the Bank to any
Associated Bank after the 3 1st day of December, 1 953.
( 4 ) It shall not be lawful for any Associated Bank to pay out any
consolidated bank notes in respect of which it is the responsible bank after
the 3 1 st day of December, 1 953, and if any Associated Bank shall pay
out any consolidated bank note in contravention of this subsection, such
Associated Bank shall be liable to pay to the Bank a sum equal to one-tenth
of the amount of such note.
( 5 ) Subsection ( 3 ) of Section 58 of the Currency Act shall cease to
have effect as on and from the 1 st day of January, 1 954, and every
regulation made and direction given under that subsection which is in
force immediately before that day shall similarly cease to have effect.
( 6 ) No consolidated bank notes shall be issued by the Commission or
by the Bank to any bank which is not one of the eight banks named in the
second column of the Third Schedule to this Act.
( 7 ) Whenever any amalgamation, partition, transfer, or other change
occurs amongst the eight banks mentioned in the second column of the
Third Schedule to this Act, it shall be lawful for the Board, with the consent
of the Minister, to make such (if any) adjustment of all or any of the
amounts stated in the third, fourth, fifth, and sixth columns respectively
of the said Third Schedule as shall, in the opinion of the Board, be
requisite or desirable in consequence of such amalgamation, partition,
transfer, or other change.
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36.-( 1) Every Associated B ank shall, after the 3 1 st day of December,
1953, and before the 1 st day of January, 1 957, pay to the Bank such sum
as shall be equal to the amount (if any) of consolidated bank notes
outstanding with such Associated Bank on the date of such payment.

Payment in
respect of
consolidated
bank notes
outstanding after
cesser of issue.

(2) Every sum paid by an Associated B ank to the B ank in accordance
with subsection ( l ) of this section shall be placed by the Bank to the
credit of the currency reserve.
( 3 ) Upon payment by an Associated Bank to the Bank in accordance
with subsection ( 1 ) of this section of the sum required by that subsection
to be so paid by such Associated Bank, the following provisions shall
have effect in respect of such Associated Bank, that is to say :(a) such Associated B ank shall cease to be liable to pay the amount of
any consolidated bank note outstanding with such Associated
Bank on the date of such payment or to pay any payment on
consolidated bank notes in respect of any period subsequent to the
date of such payment to the Bank;
( b ) the B ank shall surrender to such Associated Bank all securities
which, on the date of such payment to the Bank, are held by the
Bank from such Associated Bank in respect of consolidated bank
notes;
(c) all consolidated bank notes outstanding with such Associated
Bank on the said date shall be payable by the Bank on presentation
at its principal office in Dublin and shall be so payable out of the
currency reserve.
37.-( 1 ) Every Associated B ank shall pay to the Commission or to the
B ank (as the case may require) , in respect of every half-year ending after
the date of the passing of this Act, the following sums, that is to say :-

(a) in respect of the half-year (if any) which is partly before and on
and partly after the date of the passing of this Act or which
commences on that date(i) for the portion of such half-year which ends on or consists of
the date of the passing of this Act, a sum calculated in
accordance with subsection ( 1 ) (except paragraph ( e ) thereof)
of Section 65 of the Currency Act, and
(ii) for the portion of such half-year which is subsequent to the
date of the passing of this Act, a sum calculated at such rate,
not exceeding two and one-half per cent per annum, as shall
from time to time be appointed in that behalf by the Minister
on the amount of consolidated bank notes outstanding (up to
the maximum amount authorised by this Act to be so out
standing) from day to day with such Associated Bank during
the said portion of such half-year;
( b ) in respect of every half-year which begins after the date of the
passing of this Act, a sum calculated at such rate, not exceeding
two and one-half per cent per annum, as shall from time to time

Payments by
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be appointed in that behalf by the Minister on the amount of
consolidated bank notes outstanding (up to the maximum amount
authorised by this Act to be so outstanding) from day to day with
such Associated Bank during such half-year;
(c) in respect of every half-year ending after the date of the passing of
this Act, a sum calculated at such rate, not exceeding three per cent
per annum, as shall from time to time be appointed in that behalf
by the Minister on the amount of consolidated bank notes (if any)
outstanding after the said date from day to day with such Associated
Bank during such half-year in excess of the amount authorised by
this Act to be so outstanding;
(d) in respect of every half-year ending after the date of the passing of
this Act, such share of the expenses incurred during such half-year
by the Commission or by the Bank in providing consolidated bank
notes as shall be prescribed by regulations made by the Commission
or by the Bank and for the time being in force.
( 2 ) At the end of every half-year the Commission or the Bank ( as the
case may require) shall ascert'lin in respect of every Associated Bank the
amount of the payments on consolidated bank notes payable under this
section by such bank in respect of such half-year and shall send to every
Associated Bank a certificate showing the said amount so ascertained in
respect of it and how such amount is made up, and every Associated Bank
shall within fourteen days after receiving any such certificate pay to the
Commission or the Bank ( as the case may require) the amount stated in
such certificate to be payable by it.
( 3 ) Every sum payable by an Associated Bank to the Commission under
this section shall be recoverable by the Commission or the Bank (as the
case may be) from such Associated Bank as a civil debt in any court of
competent jurisdiction, and the non-payment of any such sum by an
Associated Bank within the time specified in this section for payment
thereof shall be a ground for removing such bank from being an Associated
Bank.
( 4) A certificate under the seal of the Commission or of the Bank
stating the amount payable on any occasion by an Associated Bank to the
Commission or the Bank under this section and that such amount or a
specified portion thereof is due and unpaid shall, in any proceedings by
the Commission or the Bank to recover such amount, be evidence until the
contrary is proved of the said matters so stated in such certificate.
Stamp duty in
respect of
consolidated
bank notes.

38.-Section 49 of the Finance Act, 1932 (No. 20 of 1 93 2 ) , as amended
by Section 1 5 of the Finance Act, 1 937 (No. 1 8 of 1937 ) , shall apply and
have effect in relation to the half-year (if any) which is partly before and
on and partly after the date of the passing of this Act or which commences
on that date as if the portion of such half-year which ends on or consists
of the said date were a half-year, and the said Section 49 as so amended
shall, in pursuance of the repeal thereof by this Act, not apply or have
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effect i n relation t o the portion o f such half-year which i s subsequent to
the said date.
39.-( 1 ) In the case of every Associated Bank which was, at the passing Notes of former
banks of issue.
of the Currency Act, a bank of issue, so much of the proportion of notes
mentioned in subsection ( 4) of Section 60 of that Act as is for the time
being not redeemed in pursuance of that section shall not, in respect of
any day after the date of the passing of this Act, be deemed for the purposes
of this Part of this Act to be consolidated bank notes outstanding with
such Associated Bank.
( 2 ) As on and from the day after the date of the passing of this Act,
the appropriate rate per cent per annum for the purposes of subsection
( 1 ) of Section 66 of the Currency Act shall be such rate, not exceeding
two and one-half per cent per annum, as shall from time to time be
appointed by the Minister.
40.-( 1 ) Where, for the purpose of computing the payments to be
made under Section 66 of the Currency Act by an Associated Bank which
was, at the passing of that Act, a bank of issue, it is necessary to have
regard to the total amount, as ascertained by the Commission, of the notes
of such Associated Bank outstanding (including notes in the tills or
vaults of such Associated Bank) immediately before the appointed day
mentioned in Section 60 of the Currency Act, such Associated Bank may,
for the said purpose, from time to time write off, with the sanction of the
Minister, from the said total amount as so ascertained an amount not
exceeding the amount of so many of the said notes of such Associated
Bank still outstanding at the time of such writing off as are estimated by
such Associated Bank to be unlikely ever to be presented to such Associated
Bank for payment.

Power of
banks of issue
to write off
certain notes.

( 2 ) The Minister may attach to any sanction given by him to a wntmg
off under the foregoing subsection of this section such conditions as he
shall, having regard to the circumstances, think proper, and may in
particular require that the Associated Bank making such writing off shall
pay to the Bank for addition to the currency reserve a specified proportion
of the amount so written off, but subject to the limitation that the amount
of such specified proportion shall not exceed the amount of the proportion
appertaining to Saorstat Eireann determined by the Commission under
subsection ( 4) of Section 60 of the Currency Act in respect of the notes
of such Associated Bank outstanding immediately before the appointed
day mentioned in that subsection.
( 3 ) Every writing off under this section by an Associated Bank shall
have effect as on and from the date on which the sanction of the Minister
thereto is given.
( 4) Whenever an Associated Bank has written off an amount under
this section, due regard shall be had to such writing off when computing
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the amount of any payment under Section 66 of the Currency Act, as
amended by this Act, payable by such Associated Bank in respect of a
period wholly or partly subsequent to the date as on and from which such
writing off has effect.
( 5 ) No writing off under this section by an Associated Bank shall
operate to release such Associated Bank from liability to pay any of its
notes.
PART V.-DEPOSITS BY BANKERS
Construction
of references
to holding
oneself out
as a banker
.

41.-( 1 ) For the purposes of this Part of this Act, a person shall (save
as is otherwise provided by the next following subsection of this section)
be deemed to hold himself out as a banker-

( a ) if, being a company or other corporate body carrying on any
business whatsoever, the name of such body includes any of the
words "bank," "banker," or "banking" or any word which is a
variant or a derivative of any of those words, or
( b ) if, being an individual he carries on any business whatsoever under
a name or title ( other than his own name without any addition
thereto) which includes any of the words "bank," "banker," or
"banking" or any variant or derivative of any of those words, or
(c) if, being a partnership or other unincorporated body carrying on
any business whatsoever, the name under which such body carries
on such business (not being in the case of a partnership the name
or names of one or more of the partners without any addition
thereto) includes any of the words "bank," "banker," or "banking"
or any word which is a variant or a derivative of any of those
words, or
(d) in any case, if by the use, in an advertisement, circular, business
card, or other document, of any of the words "bank," "banker,"
or "banking" or any variant or derivative of those words or any
phrase analogous thereto he holds himself out or represents himself
as conducting or being willing to conduct banking operations
with, for, or on behalf of members of the public.
( 2 ) Notwithstanding anything contained in the foregoing subsection
of this section, none of the following banks, that is to say, the Bank, the
Post Office Savings Bank, and a trustee savings bank certified (whether
before or after the passing of this Act) under the Trustee Savings Banks
Act, 1 863, shall be deemed to hold itself out as a banker within the
meaning or for the purposes of this Part of this Act.

Obligation to
make deposit
in the High
Court.

42.-( I ) During the period of three years beginning on the 1 st day of
January next after the passing of this Act it shall not be lawful for any
person to hold himself out as a banker unless he has deposited and keeps
deposited in the High Court in accordance with this Part of this Act the
sum of ten thousand pounds or, in the case of a person to whom an order
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under subsection ( 3 ) o f this section relates, the sum mentioned i n such
order.

( 2 ) From and after the expiration of the period of three years mentioned
in the foregoing subsection of this section it shall not be lawful for any
person to hold himself out as a banker unless he has deposited and keeps
deposited in the High Court in accordance with this Part of this Act the
sum of twenty thousand pounds or, in the case of a person to whom an
order under subsection ( 3 ) of this section relates, the sum mentioned in
such order.
( 3 ) The Minister, where satisfied that special considerations so warrant,
may by order permit a person holding himself out as a banker to deposit
and keep deposited in the High Court in accordance with this Part of
this Act a sum less than that mentioned in subsection ( 1 ) or subsection
( 2 ) of this section (whichever is applicable) but not less than five
thousand pounds.
( 4) The Minister may by order revoke or amend any order under this
section.
( 5 ) Every person who holds himself out as a banker in contravention
of this section shall be guilty of an offence under this section and shall
be liable,

(a) on conviction thereof on indictment, to a fine not exceeding five
hundred pounds together with a further fine not exceeding twenty
five pounds for every day on which the offence is continued, or
( b ) on summary conviction thereof, to a fine not exceeding fifty pounds
together with a further fine not exceeding one pound for every day
on which the offence is continued.
( 6) Where a company or other corporate body commits an offence
under this section, every director and every officer of such company or body
who wilfully authorises or permits the offence shall also be guilty of the
offence and be liable on conviction thereof to the penalty mentioned in the
next preceding subsection.
( 7 ) Where a partnership or other unincorporated body commits an
offence under this section, every member of such partnership or body shall
be guilty of the offence and be liable on conviction thereof to the penalty
mentioned in subsection ( 5 ) of this section, unless he proves that he did
not know and could not reasonably have known of such contravention.
General
prOVISIOnS in
relation to
deposits under
this Part of
(a) every such deposit shall be under the control of the High Court and this Act.
shall be made with the privity of the Accountant of the Courts of
Justice;

43.-( 1 ) The following provisions shall apply and have effect in relation
to deposits in the High Court made in pursuance of this Part of this Act,
that is to say:-
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( b ) the Accountant of the Courts of Justice shall issue free of charge on
request to any person proposing to make or add to any such
deposit the forms requisite for that purpose;
( c ) any such deposit may, in lieu of being made wholly in money, be
made wholly or partly by the deposit of securities authorised by
rules of court for the investment of moneys under the control of
the High Court;
(d) where any such deposit is made or held wholly or partly in money,
such money or a specified part thereof shall, on the request and at
the cost of the depositor, be invested in such securities authorised
as aforesaid as the depositor shall specify;
( e ) whenever any such deposit has been made, the Accountant of the
Courts of Justice shall forthwith inform the Minister of the making
of such deposit, the name of the person by whom such deposit
was made, and the amount of such deposit, and whenever any such
deposit has been added to the said Accountant shall forthwith
inform the Minister of the making of such addition and of the
amount thereof;
(f) the income derived from the securities of which any such deposit is
wholly or partly composed shall be paid to the depositor;
(g) all or any of the securities of which any such deposit is wholly or
partly composed shall, at the request and cost of the depositor, be
varied into other securities authorised as aforesaid specified by the
depositor or be converted into money;
( h ) the depositor of any such deposit or his liquidator, personal
representative, assignee, or other successor in title may at any
time apply, in accordance with rules of court, for the return of such
deposit or so much thereof as has not been paid out in pursuance
of an order of the High Court under this Part of this Act;
(i) where any such application for the return of a deposit has been duly
made, such deposit, or so much thereof as has not been paid out as
aforesaid, shall, save as is otherwise provided by this Part of this
Act, be returned in accordance with such application at the expira
tion of six months from the receipt of such application;
(j) whenever any such deposit, or so much thereof as aforesaid, has
been returned in pursuance of the next preceding paragraph of this
subsection, the Accountant of the Courts of Justice shall forth
with inform the Minister of such return.
( 2 ) On the 2nd day of January in every year subsequent to the year
next after the year in which this Act is passed the Accountant of the
Courts of Justice shall, in respect of every deposit maintained in the High
Court under this Part of this Act which is wholly or partially composed of
securities, ascertain the total current market value of the securities com
prised in such deposit and shall forthwith send by post to the depositor of
such deposit notice in writing stating the amount of the said total current
market value so ascertained and the amount of the money (if any) corn-
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prised in such deposit, and also stating whether the aggregate amount
(in this subsection referred to as the actual amount) of the said total cur
rent market value and the said money ( if any) exceeds, equals, or falls
short of the amount ( in this subsection referred to as the proper amount)
of the deposit required by this Part of this Act, and, where the actual
amount of the deposit exceeds or falls short of the proper amount thereof,
the amount of the excess or the deficit ( as the case may be) , and upon such
notice being so sent such (if any) of the following provisions as is or are
applicable shall have effect, that is to say : ( a ) i f the actual amount exceeds the proper amount and the depositor,
on or before the 2nd day of February next after the posting of the
said notice, requests the return of the excess or a specified part of
the excess of the actual amount over the proper amount, a sum
equal to such excess or such specified part thereof (less the cost
of any requisite sale of securities) shall forthwith be returned to
the depositor;

( b ) if the actual amount is less than the proper amount, the depositor
may deposit in the High Court (by way of addition to the said
deposit) an amount in money or in securities authorised by rules
of court for the investment of moneys under the control of the
High Court or partly in money and partly in such securities equal
to the amount by which the actual amount falls short of the
proper amount;
( c ) where, in a case to which the next preceding paragraph of this sub
section applies, the depositor makes the additional deposit authorised
by that paragraph on or before the 2nd day of February next after
the posting of the said notice, the depositor shall be deemed to
have maintained the deposit at the proper amount, but where, in
any such case, the depositor fails to make such additional deposit
on or before the said 2nd day of February the Accountant of the
Courts of Justice shall forthwith inform the Minister of such
failure.
( 3 ) Rules of court may provide for all or any of the following things
being done without an order of the High Court, that is to say :-

(a) the making of deposits under this Part of this Act and of additions
to such deposits;

( b ) the investment of money comprised in any such deposit;
( c ) the payment to a depositor of the income derived from securities
comprised in his deposit;

(d) the variation of all or any of the securities comprised in any such
deposit;

( e ) the return under this section of any such deposit or part of any
such deposit to the depositor.
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44.-Where a company is intended to be incorporated under the
Companies Acts, 1 908 to 1 924, with a name which includes any of the
words "bank," "banker," or "banking," or any word which is a variant or
a derivative of any of those words, the following provisions shall have
effect, that is to say : -

( a ) it shall b e lawful for a deposit t o b e made in the High Court under
this Part of this Act on behalf and in the name of such intended
company notwithstanding that such company has not been incor
porated;
( b ) an order under subsection ( 3 ) of Section 42 of this Act in relation
to the amount of such deposit shall be capable of being made
notwithstanding that such company has not been incorporated;
( c ) the registrar of companies shall not give a certificate of incorporation
in respect of such intended company unless or until such deposit
has been so made on behalf and in the name of such intended
company;
(d) when such intended company has been duly incorporated under the
said Acts, the said deposit shall be deemed for all purposes to have
been made by such company.
Payment of
debts out of
deposit
.

45.-( 1 ) Whenever a person (in this subsection referred to as the
creditor) obtains in any Court a judgment, order, or decree against a
person ( in this section referred to as the depositor) who has made and
maintains a deposit in the High Court under this Part of this Act for the
payment of a sum of money in discharge of a liability (whether liquidated
or unliquidated) incurred by the depositor in the course of or in relation
to the business carried on by him, the High Court may, if it so thinks
proper on the application in a summary manner of the creditor, order that
the said sum of money and the costs (if any) payable by the depositor to
the creditor under the said judgment, order, or decree and also (if the
High Court so thinks proper) the creditor's costs of such application be
paid to the creditor out of the said deposit so maintained by the depositor.
( 2 ) Whenever any money is paid, in pursuance of an order of the
High Court made under the foregoing subsection of this section, out of a
deposit in the High Court under this Part of this Act, the following
provisions shall have effect, that is to say : -

( a ) the Accountant o f the Courts o f Justice shall forthwith inform the
Minister of such payment;
( b ) the said Accountant shall ascertain the amount of the balance of
the said deposit remaining after such payment thereout and, if
that balance is less than the proper amount of the said deposit under
this Part of this Act, the said Accountant shall send by post to the
depositor a notice in writing stating that the said balance falls
short of the said proper amount and also stating the amount (in
this subsection referred to as the said deficiency) by which the
said balance so falls short;
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(c) for the purpose of the said ascertainment of the amount of the
said balance, all (if any) securities comprised in the said deposit
shall be valued at their respective current market values;
(d) when the said Accountant has sent to the depositor such notice as
aforesaid, the depositor may deposit in the High Court (by way
of addition to the said deposit) in money or in securities authorised
by rules of court for the investment of moneys under the control of
the High Court or partly in money and partly in such securities an
amount equal to the said deficiency, and, if the depositor so
deposits the said amount not more than fourteen days after the
posting of the said notice, he shall be deemed to have maintained
the said deposit at the amount required by this Part of this Act.
PART IV.-BANKERS' LICENCES AND THE DUTIES OF
LICENSED BANKERS
46.-This Part of this Act does not apply to the Bank or to the Post Application of
this Part of
Office Savings Bank or to any trustee savings bank certified (whether this Act.
before or after the passing of this Act) under the Trustee Savings Banks
Act, 1 863.
47.-( l ) In this section, the expression "banking business" means a Bankers'
licences.
business which consists of or includes the acceptance of deposits payable
on demand or on not more than seven days' notice, but the acceptance by
a trader of deposits from persons employed by him in his trading business
or the acceptance by a trader in the normal course of his trading business
of deposits from persons who are customers of that trading business or the
acceptance by a trader of both those classes of deposits shall not of itself
make the trading business of such trader a banking business for the
purposes of this section.
( 2 ) No person (other than a bank to which this Part of this Act does
not apply) shall, on or after the 1 st day of January next after the passing
of this Act, carry on a banking business or hold himself out or represent
himself as carrying on any business which is banking business within the
meaning of this section unless he holds a banker's licence issued to him
under this section and for the time being in force.
( 3 ) Any person may apply to the Revenue Commissioners and obtain
from them a licence ( in this Act referred to as a banker's licence ) author
ising him to carry on banking business from the date of issue of such
licence until the next following 3 1st day of December or, in the case of a
licence issued by way of renewal of a licence which has not expired, from
the 1 st day of January next after the date of issue of the licence so issued
until the next following 3 1st day of December.
( 4) Every banker's licence and every application for a banker's licence
shall be in the form prescribed by regulations made under this section and,
if a stamp duty is payable by law on such licence, such application shall be
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accompanied by the amount of such duty and the payment of such duty
shall be a condition precedent to the consideration of such application.
( 5 ) Where the holder of a banker's licence (in this subsection referred
to as an existing licence) desires to obtain a banker's licence (in this
subsection referred to as a renewal licence) by way of renewal of such
existing licence he may apply under this section for such renewal licence
before but not more than one month before the expiration of such existing
licence.
( 6 ) The Revenue Commissioners shall send to the Bank in the month
of January in every year a list containing the name and address of every
person to whom a banker's licence expiring on the 3 1 st day of December in
that year has been issued under this section before the date on which such
list is so sent, and shall also, whenever a banker's licence so expiring is
issued under this section on or after the date on which such list is so sent,
forthwith notify the Bank of the issue of such licence and of the name and
address of the person to whom it is issued.
( 7 ) The Revenue Commissioners may, with the consent of the Minister,
make regulations prescribing forms for banker's licences and applications
therefor and the procedure generally in relation to applications for and
the issue of bankers' licences.
( 8 ) Every person who, in contravention of this section, carries on
banking business or holds himself out or represents himself as carrying on
any business which is banking business within the meaning of this section
shall be guilty of an offence under this section and shall be liable on
summary conviction thereof to a fine not exceeding one hundred pounds
together with a further fine not exceeding ten pounds for every day during
which such contravention is continued.
Publication
of financial
statements by
licensed
bankers.

48.-( 1 ) In this section the word "year" means a period of twelve
months beginning on the 1 st day of January.
( 2 ) On and after the 1 st day of January next after the passing of this
Act, Section 108 ( which relates to the publication of a certain financial
statement by certain companies) of the Companies (Consolidation)
Act, 1 908, shall not apply or have effect in relation to a licensed banker.
( 3 ) Every licensed banker, unless exempted by the Minister under
this section,( a ) shall post up and at all times keep posted up in a conspicuous place
in every office, branch, or other place in which he carries on
banking business and also, in the case of a limited company
incorporated in the State, in the registered office of the company,
a statement ( in the form required by this section) in relation to
the banking business carried on by him, and
( b ) shall furnish on demand to every of his creditors and, in the case
of a limited company, to every member of the company a copy of
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the latest such statement on payment of a sum not exceeding six
pence therefor.
( 4) The Minister may at any time, if he so thinks proper, exempt from
the provisions of the next preceding subsection of this section a licensed
banker who, immediately before the passing of this Act, carried on banking
business in the State and was not then a company to which Section 1 08 of
the Companies (Consolidation) Act, 1 908, applied.
( 5 ) The statement required by this section to be posted up by a licensed
banker shall, in the case of an Associated Bank, be in the form of a copy
of its latest balance sheet and, in every other case, be in such form as shall
be prescribed by the Minister or, until such form is so prescribed, in the
same form as nearly as may be as the balance sheets of the Associated
Banks.
( 6 ) Every licensed banker who shall contravene (whether by act or
omission ) this section shall be guilty of an offence under this section and
shall be liable on summary conviction thereof to a fine not exceeding one
hundred pounds together with, in the case of a continuing offence, a
further fine not exceeding five pounds for every day during which the
offence is continued.
( 7 ) Where a licensed banker who is a limited company commits an
offence under this section, every director and every manager of such
company who wilfully authorises or permits the offence shall also be guilty
of the offence and be liable on summary conviction thereof to the penalty
mentioned in the next preceding subsection.
49.-( 1 ) The Minister may, after consultation with the Board, make Publication of
balance sheets
regulations for either or both of the following purposes, that is to say : by licensed
( a) requiring licensed bankers t o prepare and publish balance sheets at bankers.
the times and intervals specified in such regulations;
( b ) prescribing the form in which the balance sheets of licensed bankers
are to be prepared.
( 2 ) Regulations made under this section may
requirements in respect of different licensed bankers.

prescribe

different

( 3 ) Every licensed banker shall comply in all respects with every
regulation made under this section and applicable to him, and if any
licensed banker fails so to comply with any such regulation he shall be
guilty of an offence under this section and shall be liable on summary
conviction thereof to a fine not exceeding one hundred pounds.
50.-( 1 ) If at any time it should appear to the Board, with the con
currence of the Minister, that it is expedient so to do, it shall be lawful for
the Board to make, with the consent of the Minister, regulations requiring
every licensed banker to make with the Bank a deposit (not bearing
interest) of a specified amount or calculated in a specified manner whenever

Power to require
deposit by
licensed bankers
in certain
circumstances.
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after a specified date the assets held by him within the State fall below a
specified proportion in relation to his liabilities within the State, and to
maintain such deposit so long as such assets are below the said specified
proportion.
( 2 ) Regulations made under this section may prescribe different require
ments in respect of different licensed bankers.
( 3 ) If and whenever regulations made by the Board under this section
are in force, it shall be the duty of every licensed banker to comply with
such of those regulations as are applicable to him, and, if any licensed
banker fails ( whether by act or omission) so to do, he shall be guilty of an
offence under this section and shall be liable on summary conviction thereof
to a fine not exceeding one hundred pounds for every day during which
such failure is continued.
Powers in respect
51.-( 1 ) If at any time it should appear to the Board, with the con
of licensed
currence of the Minister, that it is expedient so to do, it shall be lawful for
bankers'
the Board to make, with the consent of the Minister, regulations requiring
clearances.
every licensed banker to settle all or a particular class or particular classes
(defined in the regulations ) of his clearances by cheques drawn either (as
shall be specified in the regulations) on the Bank or on an agent appointed
for the purpose by the Bank and requiring every licensed banker, for the
purposes of so settling such clearances, to make and maintain with the
Bank such balances as may be necessary for the purpose.7
( 2 ) If at any time it should appear to the Board, with the concurrence
of the Minister, that it is expedient so to do, it shall be lawful for the Board
to make, with the consent of the Minister, regulations requiring every
licensed banker to lodge with the Bank for clearance all such cheques, bills,
notes, or other negotiable instruments (payable outside the State and
lodged for clearance at an office in the State of such banker) as shall be
prescribed in that behalf by the Board by or under the regulations.
( 3 ) If and whenever regulations made by the Board under either of
the foregoing subsections of this section are in force, it shall be the duty of

7 The Central Bank of Ireland Regulations (No. 1 ) , 1 958, provide as
follows :
2. In the Regulations"the Bank" means the Central Bank of Ireland;
"licensed banker" means a person holding a banker's licence.
3. Every licensed banker( a ) shall settle all his clearances arising from the exchange of
cheques, drafts, bills, warrants, notes, vouchers, or other articles
between members of the Dublin Bankers' Clearing Committee at
the Central Clearing in Dublin, by cheques drawn on the Bank,
and
( b ) for the purpose of so settling such clearances shall make and
maintain with the Bank such balances as may be necessary for
the purpose.
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every licensed banker to comply with those regulations and, if any licensed
banker fails (whether by act or omission) so to do, he shall be guilty of an
offence under this section and shall be liable on summary conviction
thereof to a fine not exceeding one hundred pounds for every day during
which such failure is continued.
PART VII.-COUNTERFEIT AND UNAUTHORISED CuRRENCY
52.-In this Part of this Act the expression "bank note" has the same
meaning as it has in the Forgery Act, 1 9 1 3 , as amended or extended by
the Currency Act and by this Part of this Act.

Definition of
"bank note" in
this Part of
this Act.

53.-( 1 ) Currency notes issued by or on behalf of the Government of Extension of
the Forgery
any country outside the State shall be deemed to be bank notes within the Act,
1 9 1 3.
meaning of the Forgery Act, 1 9 1 3 .
( 2 ) I n the foregoing subsection of this section the expression "currency
note" includes any notes (by whatever name they are called) which are
legal tender in the country in which they are issued.
54.-Where any forged bank note, or any machinery, implement, utensil,
or material used or intended to be used for the forgery of a bank note is
lawfully seized under a warrant granted under subsection ( 1 ) of Section 1 6
(as adapted by or under subsequent enactments) of the Forgery Act, 1 9 1 3 ,
o r otherwise, such bank note, machinery, implement, utensil , o r material
( as the case may be) shall, by order of the court by which any person is
tried for an offence in relation thereto or, if no person is so tried, by order
of the justice of the District Court or by direction of the Peace Commis
sioner ( as the case may be) by whom such warrant was granted, be delivered
up to the Commission or a person authorised by the Commission to receive
the same or, if such order is made after the appointed day, to the Bank or a
person authorised by the Bank to receive the same.

Disposal of bank
notes, etc.,
seized under the
Forgery Act,
1 9 1 3.

55.-( 1 ) If any person makes, or causes to be made, or uses for any
purpose whatsoever, or utters any document purporting to be, or in any
way resembling, or so nearly resembling as to be calculated to deceive, a
bank note or part of a bank note, he shall be guilty of an offence under this
subsection and shall be liable on summary conviction thereof to a fine
not exceeding five pounds.

Making, etc., a
document
purporting to be
or resembling a
bank note.

( 2 ) Where a person is convicted of an offence under the foregoing
subsection of this section, it shall be lawful for the court by which he is so
convicted to order that the document in respect of which such offence was
committed and all copies of such document and all plates, blocks, dies,
and other instruments used for or capable of being used for printing or
reproducing such document which are in the possession of the person so
convicted to be delivered up to the Commission or, if such order is made
after the appointed day, to the Bank.
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( 3 ) If any person whose name appears on a document the making of
which is an offence under subsection ( 1 ) of this section refuses without
lawful excuse to disclose to a member of the Garda Siochana, on being
required by such member so to do, the name and address of the person
by whom such document was printed or otherwise made, the said person
so refusing shall be guilty of an offence under this subsection and shall be
liable on summary conviction thereof to a fine not exceeding ten pounds.
( 4 ) The fact that the name of a particular person appears on a document
in respect of which he or any other person is charged with an offence under
subsection ( 1 ) of this section or appears on any other document used or
distributed in connection with that document shall, until the contrary is
proved, be evidence that the person whose name so appears made or
caused to be made the said document in respect of which the said charge
is brought.
Prohibition of
unauthorised
money.

56.-( 1 ) No person shall make, provide, issue, reissue, or give or
receive in payment any document (not being a document excluded by this
section from the operation of this section) in writing (whether written on
paper or on any other substance or material ) which complies with both of
the following conditions, that is to say:(a) the document purports or is expressed to be or is in fact exchange
able for a specified sum of lawful money on presentation by the
holder for the time being thereof to a particular person or any two
or more particular persons, whether such person or persons is or
are or is not or are not specified in the document and whether such
presentation is or is not subject to restrictions as to time and place
and whether such restrictions (if any) are or are not stated in the
document, and
( b ) the document is intended or purports or appears to be intended
to circulate as money or to be used as a substitute for lawful
money, whether generally or for a particular purpose or within a
particular area.
( 2 ) Every person who makes, provides, issues, reissues, or gives or
receives in payment any document in contravention of the foregoing sub
section of this section shall be guilty of an offence under this section and
shall be liable on summary conviction thereof to a fine not exceeding fifty
pounds.
( 3 ) Where a document is or purports or is expressed to be made, pro
vided, issued, reissued, or given or received in payment by or on behalf of
a club, association, committee, council, or other body which is not
incorporated, every member of that body shall be guilty of an offence
under this section and be punishable accordingly.
( 4 ) In any prosecution of a person for an offence under this section,
the burden of proof that the document in relation to which the offence
is alleged to have been committed was not intended and does not purport
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or appear to be intended to circulate as money or to be used as a substitute
for lawful money ( whether generally or for a particular purpose or within
a particular area) shall lie on the person so prosecuted, and, unless and
until the contrary is proved, it shall be presumed that the said document
was intended (in contravention of this section) to circulate as money and
be used as a substitute for lawful money.
( 5 ) Every of the following documents is excluded from the operation
of this section, that is to say : -

(a) bank notes;
( b ) postal orders, post office money orders, and other documents issued
by the Minister for Posts and Telegraphs;
(c) bank drafts, deposit receipts, and other documents issued by any
bank;
(d) bills of exchange not payable on presentation;
( e ) promissory notes for not less than five pounds;
(f) cheques drawn on a banker, including cheques drawn by a banker on
himself;
(g) tallies which(i)

are (whether before or after the passing of this Act) issued
or provided by a club or association the members of which
consist wholly or mainly of persons who are for the time being
unemployed, and
(ii) circulate only amongst the members of such club or association,
and
( iii) are so issued or provided and are used solely for the purpose
of enabling goods produced or services rendered by members
of such club or association to be exchanged between members
of such club or association.
57.-( 1 ) Section 17 of the Customs Consolidation Act, 1 876, is hereby
amended by the deletion of the words "British currency" and the insertion,
in lieu of those words, of the words "currency which is for the time being
legal tender in the State."

Amendment of
the Customs
Consolidation
Act, 1 876.

( 2 ) Section 42 of the Customs Consolidation Act, 1 876, shall be
construed and have effect as if the following articles were added to the
Table of Prohibitions and Restrictions Inwards in that section, that is to
say : ( a ) counterfeits o f legal tender notes, and
( b ) counterfeits of consolidated bank notes.
PART VIII.-COINAGE
58-61 . [Repealed]
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PART IX.-MISCELLANEOUS

Winding-up of
the note reserve
fund and
establishment of
the currency
reserve.

62.-( I ) As soon as may be after the passing of this Act and in any
event not later than one month after such passing, the note reserve fund
shall be wound up and for that purpose the following provisions shall
have effect, that is to say : -

( a ) there shall b e established i n the general fund a n account to be
called the currency reserve;
( b ) out of the assets of the note reserve fund there shall be transferred
to the legal tender note fund such assets (not exceeding two hundred
thousand pounds in total value at the market prices current at the
time of the transfer) as the Commission shall think proper;
(c) the assets transferred to the legal tender note fund in pursuance of
the next preceding paragraph of this subsection shall be applied in
writing down in the books of that fund to such extent as the Com
mission shall think proper the values in such books of such of the
assets of the said fund as the Commission shall think proper;
(d) the assets of the note reserve fund ( other than those assets trans
ferred to the legal tender note fund under the foregoing provisions
of this section) shall be transferred to the general fund and the
amount thereof shall be placed to the credit of the currency reserve;
( e ) from and after the winding-up of the note reserve fund in
pursuance of this section, the transfers required by subsection ( 7 )
o f Section 6 1 (as amended by this Act) o f the Currency Act to be
made from or to the legal tender note fund to or from the note
reserve fund shall be made from or to the legal tender note fund
to or from the currency reserve in the general fund.
( 2 ) If the winding-up of the note reserve fund in pursuance of the
foregoing subsection of this section takes place on or after the appointed
day, every mention in that subsection of the Commission shall be construed
and have effect as a mention of the Board.
( 3 ) Section 50 and subsection ( 7 ) of Section 58 of the Currency Act
are hereby amended, as from the completion of the winding-up of the note
reserve fund, by the substitution of the expression "currency reserve" for
the expression "note reserve fund" wherever the latter expression occurs
in the said Section 50 and the said subsection ( 7 ) respectively.
( 4 ) Section 4 of the Currency (Amendment) Act, 1 930 (No. 30 of
1 930) , is hereby amended, as from the completion of the winding-up of
the note reserve fund, by the substitution of the expression "currency
reserve" for the expression "note reserve fund" wherever the latter expres
sion occurs in the said Section 4, and by the substitution of the words
"in which assets of the legal tender note fund are for the time being
permitted to be held" for the words and figures "mentioned in subsection
( 2 ) of Section 62 of the Principal Act" where those words and figures
occur in subsection ( 1 ) of the said Section 4.
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63.-Section 6 1 of the Currency Act is hereby amended by the deletion Amendment of
the
of subsection ( 7 ) thereof and the insertion in the said section of the
.
following subsection in lieu of the said subsection so deleted, that is to
say : -

"(7) As soon a s may b e after the last day o f February and after the
3 1st day of August in every year the Commission shall value, at values
not exceeding the current market prices on such last day of February or
3 1st day of August (as the case may be) , the capital assets of the legal
tender note fund on such last day of February or 3 1st day of August
( as the case may be) , and shall ascertain the extent of the net surplus or
deficiency, if any, of such capital assets as so valued (less by the capital
amount of any temporary borrowing under the next preceding sub
section of this section then outstanding ) above or below the amount of
legal tender notes outstanding on such last day of February or 3 1 st day
of August ( as the case may be) , and shall, as soon as may be after such
ascertainment, transfer (as the case may require) from or to the legal
tender note fund to or from the note reserve fund capital assets in any one
or more of the forms in which assets of the legal tender note fund are
for the time being permitted to be held equal in value to the amount
of such surplus or deficiency, if any."
64.-Section 3 of the Currency (Amendment) Act, 1930 (No. 30 of Amendment of
Section 3 of the
1930) , is hereby amended as follows, that is to say: Currency
(a) b y the deletion o f the word "unanimously" where it occurs i n sub (Amendment)
Act, 1930.
section ( 1 ) , and
( b ) by the deletion of the word "unanimous" where it occurs in sub
section ( 2 ) , and
(c) by the insertion in subsection ( 3 ) after the word "subsections"
of the words "upon a request of the Commission which is not
unanimous," and
(d) by the insertion, before subsection ( 4 ) , of a new subsection as
follows, that is to say : " ( 3A ) Every order made under subsection ( 1 ) o r subsection
( 2 ) of this section on a unanimous request of the Commission shall
be laid before each House of the Oireachtas as soon as may be
after it is made, and if a resolution annulling such order is passed
by either such House within the next subsequent twenty-one days
on which such House has sat after such order is laid before it,
such order shall be annulled accordingly, but without prejudice to
the validity of anything previously done under such order."
65.-( 1 ) It shall be lawful for the Bank to obtain from-

Power of Bank
to obtain
( a ) any person who by way of trade sells goods on the terms commonly information as
to hire-purchase
called hire-purchase or on any other terms under which the price businesses.
(with or without an additional sum for interest) is payable by
instalments, or
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( b ) any person who carries on the business of financing (whether by
loan, guarantee, or otherwise) the sale of goods on any of the
terms mentioned in the foregoing paragraph of this section,
all such information in relation to the said trade or business (as the case
may be) carried on by such person as shall appear to the Board to be
necessary or desirable, and it shall be lawful for the Bank, for the purpose
of obtaining such information, to serve on any such person a notice in
writing requiring him to furnish in writing to the Bank such information
(which shall be specified in the notice) either within a specified time not
less than fourteen days after the service of the notice or periodically at
intervals of not less than three months.
( 2 ) It shall be the duty of every person on whom a notice is served by
the Bank under the foregoing subsection of this section to comply with
such notice within the time or on the periodic occasions ( as the case may
be) specified in such notice, and if he fails so to do he shall be guilty of an
offence under this section and shall be liable on summary conviction thereof
to a fine not exceeding twenty pounds together with a further fine not
exceeding one pound for every day on which such failure is continued.
( 3 ) A notice served by the Bank under this section on any person may
be so served by sending it by prepaid post addressed to such person at
his place of business or, where he has more than one such place, the place
which appears to the Board to be his principal place of business within the
State or, where such person is a limited company incorporated in the State,
at the registered office of such company.
Amendment of
the Bills of
Exchange Act,
1882, in respect
of banker's
drafts.

Legalisation of
bank deposit
as a trustee
investment.

66.-( 1 ) In this section the expression "banker's draft" means a draft
payable on demand drawn by or on behalf of a bank upon itself, whether
payable at the head office or at some other office of such bank.
( 2 ) Sections 76 to 82 (which relate to crossed cheques) of the Bills of
Exchange Act, 1 882, as amended by the Bills of Exchange (Crossed
Cheques) Act, 1 906, shall apply to a banker's draft as if such draft were a
cheque.
67.-A trustee, unless expressly forbidden by the instrument (if any)
creating the trust, may, in addition to any other mode of investment for
the time being authorised by law or by the said instrument (if any ) , invest
any trust funds in his hands (whether such funds are or are not at the time
in a state of investment) by placing such funds in an interest-bearing
deposit account with an Associated Bank or a bank of which a controlling
interest is held by an Associated Bank.

Amendment of
68.-So much of Section 22 of the Bankers (Ireland) Act, 1 845, ( as
Section 22 of the adapted by or under subsequent enactments) as requires the Revenue
Bankers
(Ireland)
Commissioners to publish in the Iris Oifigiuil returns made to them under
Act, 1845.
that section shall cease to have effect on the passing of this Act.
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FIRST SCHEDULE
ENACTMENTS REPEALED
PART I.-SECTIONS OF THE CURRENCY ACT REPEALED
IN WHOLE OR IN PART
Section Repealed

Extent of Repeal

Date of Repeal

Sections 14 to 28.

The whole of each section.

The appointed day.

Section 30.

The whole of the section.

The appointed day.

Sections 32 to 34.

The whole of each section.

The appointed day.

Section 38.

Subsections (2) and ( 3 ) .

The appointed day.

Sections 39 and 44.

The whole of each section.

The passing of this Act.

Sections 40 and 4 1 .

The whole o f each section.

The appointed day.

Section 47.

The words uor the note
reserve fund" where
those words occur in
subsections ( 4 ) , ( 5 ) , and
(6) respectively.

The completion of the
winding-up of the note
reserve fund.

Sections 53, 54, and
55.

The whole of each section.

The day after the date of
the passing of this Act.

Section 62.

The whole of the section.

The completion of the
winding-up of the note
reserve fund.

Section 63.

In subsection ( 2 ) , the
words "or paid into the
note reserve fund," and
the words "or out of
the note reserve fund."

The completion of the
winding-up of the note
reserve fund.

Section 63.

Subsections ( 3 ) and (6) ;
in subsection ( 7 ) ' the
words "or the balance
of such surplus income
remaining after payment of dividends under
the foregoing subsection
(as the case may be) ."

The appointed day.

Section 64.

The whole of the section.

The appointed day.

Section 65.

The whole of the section.

The day after the date of
the passing of this Act.

Section 66.

Subsection (2).

The day after the date of
the passing of this Act.

---- �--

,____

.

--·-

·---·-·- -
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PART H.-OTHER ENACTMENTS REPEALED

Number and
Year
No. 14 of 1926.

I

Short Title
The Coinage
Act, 1926.

I

Extent of Repeal

Date of Repeal

Section 1 1 .

The appointed day.

In subsection ( 1 ) of
Section 3 the words
"or the note reserve
fund or both those
funds" and the words
"or to the list of
forms contained in
subsection (2) of
Section 62 of the
Principal Act or to
both of those lists,"
and in subsection ( 4 )
of the said Section 3,
the words "or Section 62" and the
words "or both those
sections (as the case
may be)."

The completion of
the winding-up
of the note reserve fund.

No. 30 of 1930.

The Currency
(Amendment) Act,
1930.

No. 20 of 1932.

The Finance
Act, 1932.

Section 49.

The day after the
date of the passing of this Act.

No. 18 of 1937 .

The Finance
Act, 1937.

Section 15.

The day after the
date of the passing of this Act.

I

SECOND SCHEDULE
RULES FOR THE ELECTIONS OF PANELS FOR THE APPOINTMENT
OF BANKING DIRECTORS
RULES APPLICABLE TO EVERY CASE
1 .-In this Schedule the word "representative" means a representative
of an Associated Bank present at a meeting for the election of a panel,
and the word "meeting" means a meeting of representatives to elect a
panel.
2.-The representatives shall elect one of their number to be the chairman
of the meeting and such chairman shall conduct the proceedings at
the meeting, but shall not have any second or casting vote.
3.-Save as is otherwise provided by these Rules, all questions arising
at the meeting shall be decided by the vote of the majority of the
representatives.
4.-The meeting may be adjourned from time to time but shall not be
adjourned to a time later than three days after the time appointed under
this Act for the meeting.
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5.-At the conclusion of the election the chairman shall prepare a
statement in writing setting forth the names of the representatives and the
names of the banks they respectively represented and the names, addresses,
and descriptions of the persons forming the panel elected at the meeting,
and such statement shall then be signed by the chairman and at least
one-third of the other representatives and shall be sent by the chairman to
the Min;ster in accordance with this Act.

RULES APPLICABLE TO THE ELECTION OF THE PANEL FOR THE
FIRST BANKING DIRECTORS
6.-Every representative may nominate six candidates and no more for
election.
7.-The election shall be by rounds and on each round every represent
ative shall have six votes but may not, in any one round, give more than
one vote to any one candidate.
8.-0n the first round, all the candidates shall be voted on and, subject
to Rules Nos. 1 1 and 12 of these Rules, any candidate who on such round
receives a number of votes exceeding half the number of representatives
present shall be elected and the six (or such lesser number as the chairman
shall fix) candidates who receive the least number of votes shall be
eliminated.
9.-0n the second round, all the candidates except those elected or
eliminated on the first round shall be voted on and, subject to Rules Nos.
1 1 and 1 2 of these Rules, any candidate who on such round receives
a number of votes exceeding half the number of representatives present
shall be elected and the six (or such lesser number as the chairman shall
fix ) candidates who receive the least number of votes shall be eliminated.
1 0.-The third and every subsequent round shall be conducted in a
similar manner.
1 1 .-If on any round, by reason of an equality of votes amongst the
candidates who receive the least number of votes, it is not possible to
eliminate six (or the lesser number fixed by the chairman) of the candidates,
the chairman shall determine how many and which candidates are to be
eliminated on that round.
12.-If on any round a greater number of candidates than the number
required to be elected receive a number of votes exceeding half the number
of representatives present, the chairman shall determine how many candi
dates, if any, shall be elected on that round.
1 3.-The election shall be continued until the full panel of six persons
has been elected.
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RULES APPLICABLE TO THE ELECTION OF THE PANEL FOR BANKING
DffiECTORS OTHER THAN THE FffiST SUCH DIRECTORS

14.-Where a panel of three persons is to be elected, the foregoing
Rules Nos. 6 to 1 3 ( inclusive) shall apply and have effect as if they were
here repeated with the substitution of the number "three" for the number
"six" wherever the latter number is mentioned in those Rules.
1 5.-Where a panel of five persons is to be elected, the foregoing
Rules Nos. 6 to 1 3 ( inclusive) shall apply and have effect as if they were
here repeated with the substitution of the number "five" for the number
"six" wherever the latter number is mentioned in those Rules.
1 6.-Where a panel of six persons is to be elected, the foregoing Rules
Nos. 6 to 1 3 (inclusive) shall apply and have effect as if they were here
repeated without modification.

THIRD SCHEDULE
MAXIMUM AMOUNTS OF CoNSOLIDATED BANK NOTES WHICH MAY
BE OUTSTANDING WITH THE ASSOCIATED BANKS RESPECTTVELY
Maximum Amount of
Consolidated Bank Notes

Ref
No.

Name of Associated
Bank

(1)

(2)

1

The Bank of Ireland.

2

The Hibernian Bank,
Limited.
The Munster & Leinster
Bank, Limited.
The National Bank,
Limited.
The Northern Bank,
Limited.
The Provincial Bank of
Ireland, Limited.
The Royal Bank of
Ireland, Limited.
The Ulster Bank,
Limited.

3
4
5
6
7
8

In the
period
from the
day after
the date
of the
passing
of this
Act to the
3 1st
December,
1944
(3 )

In the
triennial
period
ending
on 3 1 st
December,
1 947

In the
triennial
period
ending
on 3 1st
Decem
ber,
1950

In the
triennial
period
ending
on 3 1 st
December,
1953

(4)

(5)

(6)

1 ,286,000

£
965,000

643,000

322,000

550,000

4 1 3,000

275,000

138,000

900,000

675,000

450,000

225,000

1 , 1 4 1 ,000

856,000

571 ,000

286,000

160,000

120,000

80,000

40,000

£

£

£

555,000

4 1 7,000

278,000

139,000

273,000

205,000

137,000

69,000

3 1 9,000

240,000

I

16o.ooo

I
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The Central Bank of Ireland Regulations ( No. 2 ) ,
1 943 1
In pursuance of the powers vested in it by subsection ( 5 ) of Section 5
of the Central Bank Act, 1 942, and of every other power enabling it in
that behalf, the Board of the Central Bank of Ireland hereby makes the
following regulations, that is to say : ( 1 ) The Governor shall b e the chief executive officer of the Bank and
shall on behalf of the Board have the direction and control of the adminis
tration of the assets and general business of the Bank with authority to
act and to give decisions in all matters which are not by the Currency and
Central Bank Acts, 1 927 to 1 942, or any amendments thereof or any
regulations made thereunder specifically reserved to the Board.
(2) Every word and expression used in the Central Bank Act, 1 942,
to which a particular meaning is given by the Act for the purposes of the
Act has in these regulations the meaning so given.
( 3 ) These regulations may be cited as the Central Bank of Ireland
Regulations (No. 2 ) , 1 943.

The Central Bank of Ireland Regulations (No. 3 ) ,
1 943 2
In pursuance of the powers vested in it by subsection ( 5 ) of Section 5
of the Central Bank Act, 1 942, and of every other power enabling it in
that behalf, the Board of the Central Bank of Ireland hereby makes the
following regulations, that is to say : ( 1 ) There shall b e a n Executive Committee o f the Board consisting,
subject to the next following regulation, of such members of the Board as
may from time to time be designated by minute of the Board.
(2) Any member of the Board not designated as aforesaid shall be at
liberty to attend any meeting of the Executive Committee and shall be a
member of the Executive Committee for the purpose of such meeting.
( 3 ) The quorum at a meeting of the Executive Committee shall be
three.
( 4) The Executive Committee may exercise and perform all the functions,
powers, and duties of the Board except the making of statutory regulations
and the determination of matters respecting which a unanimous vote
or any specified proportion of votes is prescribed by statute and any other
1 Of February 9, 1 943.
" Of February 23, 1943.
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functions, powers, and duties which the Board by minute reserved to
itself.
( 5) At any meeting of the Executive Committee any member present
may require that any matter arising shall be reserved for consideration by
the Board.
( 6 ) The Secretary shall keep minutes of the proceedings of the Execu
tive Committee and all such minutes shall be laid before the next following
Board meeting.
( 7 ) Meetings of the Executive Committee shall be convened by the
Governor.
( 8 ) Every word and expression used in the Central Bank Act, 1 942, to
which a particular meaning is given by the Act for the purposes of the Act
has in these regulations the meaning so given.
( 9 ) These regulations may be cited as the Central Bank of Ireland
Regulations (No. 3 ) , 1 943.

The Central Bank of Ireland (Surplus Income)
Regulations, 1943 3
WHEREAS it is enacted by subsection ( 5 ) of Section 63 of the Currency
Act, 1 927 (No. 32 of 1 927 ) , as adapted by Section 1 1 of the Central Bank
Act, 1 942 (No. 22 of 1 942 ) , that the Minister for Finance may, after
consultation with the Board of Directors of the Central Bank of Ireland,
make regulations providing for the determination periodically of the surplus
income of the said Bank and may by such regulations enable provision to
be made for reserves, depreciation, and other like matters before deter
mination of the surplus income :
AND WHEREAS the Minister for Finance has, before making these
Regulations, consulted with the said Board of Directors :
Now, the Minister for Finance, in exercise of the powers conferred on
him by subsection ( 5 ) of Section 63 of the Currency Act, 1 927 (No. 32
of 1 927 ) , as adapted by Section 1 1 of the Central Bank Act, 1 942 (No. 22
of 1 942 ) , and of every and any other power him in this behalf enabling,
hereby makes the following Regulations, that is to say : 1 . These Regulations may b e cited a s the Central Bank o f Ireland
(Surplus Income) Regulations, 1 943.
2. The Interpretation Act, 1 937 (No. 3 8 of 1937 ) , applies to these
Regulations.
3

Statutory Rules and Orders, 1 943, No. 93.
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3. In these Regulationsthe expression "the Bank" means the Central Bank of Ireland;
the expression "the Board" means the Board of Directors of the Bank;
the expression "the said balance" means the sum (if any) shown by the
audited statement of accounts of the Bank prepared under Section 3 5
o f the Currency Act, 1 927 (No. 32 o f 1 927 ) , a s adapted b y Section 1 1
of the Central Bank Act, 1 942 (No. 22 of 1942 ) , for any financial year
to be transferred from the Profit and Loss Account of the General Fund
for that year to the credit of the Profit and Loss Appropriation Account
of the General Fund for that year.
4. The surplus income of the Bank in respect of any financial year shall
be so much of the said balance in respect of that year as shall remain after
making thereout provision where necessary for or towards extinguishing
any debit balance brought forward in the Profit and Loss Appropriation
Account from any previous financial year and making thereout such, if
any, provision as the Board may think fit to make under these Regulations
for reserves, depreciation, and other like matters.
5. The Board may, out of the said balance in respect of any financial
year, make such, if any, provision as is hereinafter authorised in respect
of reserves, depreciation, and other like matters, that is to say : ( a) the Board may out o f the said balance transfer to the Currency
Reserve and the General Reserve such sums, if any, as it may think
fit but not exceeding in the aggregate twenty per cent of the said
balance, and
( b ) the Board may out of the said balance transfer to a Superannuation
Reserve such sum as it may think fit not exceeding fifteen per cent
of the expenditure incurred by the Bank in the financial year to
which the said balance relates for remuneration and salaries
and wages of and allowances to the Governor and every Director
who devotes the whole of his time to his duties as such Director and
the Bank's officers and servants, and
(c) the Board may out of the said balance transfer to such Depreciation
Accounts as it shall think fit to maintain such sums as are, in the
opinion of the Board, required to provide for any decrease in value
from any cause of any of the Bank's assets other than the capital of
the legal tender note fund.

6. The Currency Commission (Surplus Income)
(S. R. & 0., No. 1 0 of 1929 ) , are hereby revoked.

Regulations,

1 929
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The Central Bank of Ireland (Form of Statement of
Accounts) Regulations, 1 961 4
I, Seamas 6 Riain, Minister for Finance, in exercise of the powers
conferred on me by Section 35 of the Currency Act, 1 927 (No. 32 of 1 927 ) ,
a s adapted b y Section 1 1 o f the Central Bank Act, 1 942 (No. 2 2 o f 1 942 ) ,
and after consultation with the Board o f Directors o f the Central Bank of
Ireland, hereby make the following regulations : -

! . These Regulations may b e cited as the Central B ank o f Ireland
(Form of Statement of Accounts) Regulations, 1 96 1 .
2. The Interpretation Act, 1 937 (No. 3 8 of 1937 ) , applies to these
Regulations.
3. In these Regulations"the Bank" means the Central Bank of Ireland;
"the Act" means the Currency Act, 1 927 (No. 32 of 1 927 ) , as
adapted by Section 1 1 of the Central Bank Act, 1 942 (No. 22 of
1 942 ) .
4 . Every statement of accounts prepared by the Bank under Section 35
of the Act shall be in the form set out in the Schedule to these Regulations
save that, whenever in any statement of accounts a nil entry would require
to be made under any heading in that form, the Bank may, in lieu of
making the nil entry, omit that heading from that statement of accounts.
5. Every statement of accounts prepared by the B ank under Section 35
of the Act shall have appended thereto the signature of the Governor of
the Bank and the signature of an officer of the Bank nominated for that
purpose by the Board of Directors of the Bank.
6. The following are hereby revoked( a) the Central Bank of Ireland (Form of Statement of Accounts)
Regulations, 1 943 (S.R. & 0., No. 94 of 1 943 ) ;
( b ) the Central Bank of Ireland (Form of Statement of Accounts)
(Amendment) Regulations, 1 957 (S. I. No. 86 of 1 957 ) ;
(c) the Central Bank of Ireland (Form of Statement of Accounts)
( Amendment) Regulations, 1 959 (S. I. No. 99 of 1 959 ) ; and
(d) the Central Bank of Ireland (Form of Statement of Accounts)
( Amendment) Regulations, 1 960 (S. I. No. 1 03 of 1 9 60 ) .
•

Statutory Instrument No. 1 87 o f 1 9 6 1 .
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CENTRAL BANK OF IRELAND REGULATIONS
SCHEDULE
FORM OF STATEMENT OF ACCOUNTS
PART I. LEGAL TENDER NOTE FUND

Notes outstanding as at
3 1st March, 19 . .
10/- . . .
£1 . . . .
£5 . . .
£ 10 . .
£20 . . .
£ 50 . . .
£ 100 . .

£

. ..

.

A . Issue A ccount
Notes redeemed during
year ended 3 1st March,
19.
10/£
£1
£5 . .
£ 10 . .
£20
£ 50 . . .
£ 100
.

.....
....
....

.
.

Notes issued during year
ended 31st March, 19
10/- . . . . . . . . £
£1 . . . . . . . . .
£5 . . . . . . . . .
£ 10 . . . . . . . .
£20
£ 50
...
£ 100 . . . . . . .

£

£

.

Notes outstanding as at
31st March, 1 9 .
10/
£
£1
£5 . . . . . . . . .
£ 10
£20
£50
£ 100

£

£
£

£

B. Balance Sheet
Liabilities
Notes outstanding as at
3 1st March, 19 . .
Temporary borrowings

Assets
£
£

£

Gold
Money in any form which
is for the time being
legal tender in Great
Britain for unlimited
amounts
British Government securities . . . . . . . . .
Sterling balances on cur
rent or deposit account
at the London Agency
or any Bank in Great
Britain
Northern
or
Ireland
Currency and securities of
the Federal Government
of the United States of
America
Irish Government Security
for advances under sub
section ( 7 ) of Section 3
of the Bretton Woods
Agreements Act, 1957 .
Balance in General Fund

£

£
£

£

£

£
£
£
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SCHEDULE ( continued)
PART H.-GENERAL FUND

A . Profit and Loss A ccount
Dividends and interest on
assets of Legal Tender
Note Fund
Payments on consolidated
bank notes

Expenses of the
Bank:
Salaries, wages
and other re
muneration .
Other expenses

£
£

.

£

Interest on borrowings for
Legal Tender Note Fund .
Other payments
Profit and Loss Appropria
tion Account . . . . . . . . .
.

£
£

Payments on notes of
former banks of issue
Other receipts

£
£
£
£

£
£

£

B. Profit and Loss A ppropriation A ccount
Currency Reserve
General Reserve . . . . . . . .
Superannuation Reserve .
Depreciation Accounts
Surplus Income Account .
.

.

£

Profit and Loss Account . .

£

£
£
£
£
£

£

C. Surplus Income A ccount
Payments to the Exchequer

£

Balance

£

Balance brought forward
from previous account . . .
Profit and Loss
Appropriation Account .

£

©International Monetary Fund. Not for Redistribution

£
£
£

407

MONETARY UNIT
SCHEDULE ( concluded)
Liabilities
Capital paid by the Minister
for Finance
.

..

Currency Reserve
General Reserve
Superannuation Reserve
Borrowings
Clearing accounts of banks .
Deposits by banks .
Agency accounts . . .
Surplus Income Account .
Legal Tender Note Fund
Balance . . . . . . . . . . . . . . .
Other liabilities . . . . . .

.

. .

D.
£
£
£
£
£
£
£
£
£
£
£
£

Balance Sheet
Assets
Cash . . .

...

Money at call and at short
notice .
Bills rediscounted
Advances
Investments :
British Government
curities . . .

se

Other external govern
ment securities
Other investments
Premises
Income accrued due but not
received
Other assets

£
£
£
£
£
£
£
£
£
£
£

Governor, Central Bank of Ireland.
Secretary (or, as the case may be)
to the Central Bank of Ireland.

The Monetary Unit :

A Note

The basic monetary unit of Ireland is the pound.
Sec. 4 of the Currency Act, 1 927 (No. 32 of 1 927 ) , designated
the Free State pound as the standard unit of value of the Irish Free
State. Subsequently, the term pound has been widely accepted in
law and practice as the name of the basic monetary unit of the
currency which is legal tender in the State. On the legal and factual
status of the Irish pound in the period 1 927 through 1 949, see Rene
Sedillot, Toutes les monnaies du monde: Dictionnaire des changes
(Paris, 1 955 ) , p. 302.
Par Value. With effect from May 14, 1958, Ireland agreed with
the International Monetary Fund on an initial par value for the
Irish pound of 2.48828 grams of fine gold, or 280.000 U.S. cents,
per pound.
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The Coinage Act, 1950

1

An Act to make further and better provision regarding coinage.
[27th December 1 950]
BE IT ENACTED by the Oireachtas as follows : PART I.-PRELIMINARY AND GENERAL
Short title.

I.-This Act may be cited as the Coinage Act, 1 950.

Commence
ment.
Definitions.

2.-This Act shall come into operation on such day as may be fixed for
that purpose by order of the Minister.
3.-In this Actthe expression "the Act of 1 926" means the Coinage Act, 1926 (No.
14 of 1926 ) ;
the expression "the Act of 1 927" means the Currency Act, 1 927 (No.
32 of 1 927 ) ;
the expression "the Act of 1 942" means the Central Bank Act, 1942
(No. 22 of 1 942 ) ;
the expression "the Central Bank" means the Central Bank of Ireland;
references to coins issued under the repealed enactments shall be con
strued as references to coins issued uner the Act of 1 926 or that Act as
amended by the Emergency Powers (No. 140) Order, 1942 (S.R. & 0.,
No. 6 of 1 942 ) , or by Sections 5 8 and 60 of the Act of 1 942;
the word "cupro-nickel," in relation to a coin, means a coin made of a
mixture of copper and nickel;
the expression "the Minister" means the Minister for Finance.

Repeals.

4.-The enactments mentioned in column ( 2 ) of the First Schedule to
this Act are hereby repealed to the extent specified in column ( 3 ) thereof.
PART H.-COINAGE, OTHER THAN GOLD COINAGE

Provision of
5.-( 1 ) The Minister may provide cupro-nickel and bronze coins, and a
cupro-nickel
and bronze coins. silver coin in respect of the year 1 966, of the several denominations specified
in column ( 1 ) of the Second Schedule to this Act, and may take such steps
as he thinks proper for the provision of such coins.
( 2 ) Every coin provided under this section shall be of the standard
weight specified in respect thereof in column ( 2 ) of the Second Schedule
to this Act.
( 3 ) (a) Every coin provided under this section shall be of the standard
composition specified in respect thereof, in column ( 3 ) of the

1 Act No. 3 2 of 1 950 as amended by the Coinage (Amendment) Act,
1966 (No. 5 of 1966 ) .
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Second Schedule to this Act or, if it is a cupro-nickel coin, such
other standard composition as may be substituted therefor by
an order under paragraph ( b ) of this subsection.
( b ) The Minister may, in respect of any cupro-nickel coins of a
particular denomination provided under this section, by order
amend the Second Schedule to this Act by substituting, for the
standard composition specified therein in respect of those coins,
such other standard composition as he thinks fit.

( 4) There shall be allowed in respect of coins provided under this
section the remedy (or variation from the standard weight and standard
composition ) stated in respect thereof in column ( 5 ) of the Second
Schedule to this Act.
( 5 ) The several denominations of coins provided under this section
shall respectively bear to the Irish pound the fractional values stated in
column ( 4) of the Second Schedule to this Act.
( 6 ) The Minister may by regulations prescribe the dimensions and
design of the several denominations of coins to be provided under this
section and every coin provided under this section shall be of the dimensions
and design so prescribed in respect thereof."

6.-( 1 ) In this section the word "metal" does not include gold or silver. Provision of
coins in lieu
( 2 ) (a) The Minister may, whenever and so often as he thinks fit, by of cupro-nickel
coins.
order ( in this section referred to as a new coinage order)
declare that it is expedient to provide coins of a specified metal
or a specified mixture of metals, other than cupro-nickel
(whether or not including copper or nickel) , of any specified
denomination, being a half-crown, florin, shilling, sixpence or
threepence.
( b ) A new coinage order relating to coins of a particular denomina
tion shall specify the standard weight and standard composition
of those coins and the remedy ( or variation from the standard
weight and standard composition) to be allowed in respect
thereof.
( c ) The Minister may by order revoke a new coinage order.
(d) No order under this subsection shall come into force unless and
until it has been confirmed by resolution of each House of the
Oireachtas.
( 3 ) Where a new coinage order is in force(a) the Minister may provide coins to which the order relates and
take such steps as he thinks proper for the provision of such
coins,
2 See Coinage (Dimensions and Designs) Regulations, 1 95 1 (Statutory
Instrument No. 1 3 7 of 1 95 1 ) .
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( b ) the Minister shall not provide under Section 5 of this Act any
cupro-nickel coins of the like denomination as the coins to which
the order relates.

( 4) The following provisions shall apply to every coin provided under
this section( a ) it shall be of the standard weight and standard composition
specified in respect thereof in the new coinage order relating to
such coin, but there shall be allowed in respect thereof the
remedy (or variation from the standard weight and standard
composition) stated in respect thereof in the order,
( b ) it shall bear to the Irish pound the same fractional value as it
would bear if it were a cupro-nickel coin of the like denomination
provided under Section 5 of this Act.
( 5 ) The Minister may by regulations prescribe the dimensions and
design of the several denominations of coins provided under this section
and every coin provided under this section shall be of the dimensions and
design so prescribed in respect thereof.
Issue of coins
provided under
Section 5 or 6.

7.-Every coin provided under Section 5 or 6 of this Act shall be issued
by the Minister through the Central Bank.

Expenses of
provision of
coins under
Section 5 or 6.

8.-All sums required for the provision of coins provided under Section
5 or 6 of this Act shall be defrayed out of the general fund of the Central
Bank and debited therein to the currency reserve.

Proceeds of
issue of coins
provided under
Section 5 or 6.

9.-The proceeds of every issue of coins provided under Section 5 or 6
of this Act shall be paid into the general fund of the Central Bank and
carried therein to the credit of the currency reserve.

Prohibition of
making or
issuing of coins.

1 0.-( 1 ) Except gold coins issued under the Act of 1 927 and coins
issued under this Act, no piece of metal or mixed metal of any value
whatsoever shall be made or issued in the State as a coin or a token for
money or as purporting that the holder thereof is entitled to demand any
value denoted thereon.
( 2 ) Subsection ( 1 ) of this section does not apply to the issue by the
Central Bank of coins provided, before the commencement of this Act,
under the Act of 1 926 or that Act as amended by the Emergency Powers
(No. 140) Order, 1 942 ( S.R. & 0., No. 6 of 1 942 ) , or by Sections 58
and 60 of the Act of 1 942.
( 3 ) Every person who makes or issues any piece of metal or mixed metal
in contravention of subsection ( 1 ) of this section shall be guilty of a
misdemeanour and shall be liable on conviction thereof to a fine not
exceeding one hundred pounds.

©International Monetary Fund. Not for Redistribution

COINAGE ACT, 1950

41 1

l l .- ( 1 ) The Minister may by order call in coins issued under the Calling in of
coins issued
repealed enactments or this Act of any particular date or denomination.
under the
repealed
( 2 ) The following provisions shall apply in respect of every order enactments or
this Act.
under subsection ( 1 ) of this section-

( a) the order shall provide for its coming into operation on a par
ticular date (in this subsection referred to as the operative date)
not being earlier than six months after the date of its making;
( b ) the order shall be laid before each House of the Oireachtas as soon
as may be after it is made and, if a resolution annulling the order is
passed by either such House before the operative date, the order
shall be annulled accordingly.
12.-( 1 ) A tender of money if made in coins (other than bronze coins) Legal tender.
issued under the repealed enactments or this Act shall be legal tender for
the payment of an amount not exceeding, in the case of a tender made in
silver coins issued in respect of the year 1 966, one hundred shillings and,
in any other case, forty shillings but for no greater amount.

( 2 ) A tender of money if made in bronze coins issued under the
repealed enactments or this Act shall be legal tender for the payment of an
amount not exceeding one shilling but for no greater amount.
( 3 ) This section does not apply to coins called in under the Act of 1 926,
as amended by the Act of 1 942, or this Act.
13.-The Central B ank may, if it thinks fit so to do, redeem coins issued
under the repealed enactments or this Act and all sums required for that
purpose shall be defrayed out of the general fund of the Central Bank and
debited therein to the currency reserve.

Redemption of
coins issued
under repealed
enactments or
this Act.

14.-The Central Bank may carry to the currency reserve the proceeds
of melting down of coins withdrawn from circulation or of coins held in
stock by the Central Bank and not required for issue or reissue.

Disposal of
proceeds of
melting down
of coins.

15.-Ever} coin issued under the repealed enactments shall bear to the
Irish pound the same fractional value as it would bear if it were a coin of
the like denomination provided under Section 5 of this Act.

Value of coins
issued under
the repealed
enactments in
relation to the
Irish pound.

16.-Each enactment mentioned in column ( 2 ) of the Third Schedule
to this Act shall have effect in accordance with the provisions set out in
column ( 3 ) of that Schedule opposite the mention of that enactment.

Application
and adaptation
of certain
enactments.

1 7.-Every order under this Act shall be published in the Iris Oifigiuil Publication
of orders in
as soon as may be after it is made.
Iris Oifigiuil.
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PART III.-COINS GENERALLY
Copyright in
Irish coins.

18.-( 1 ) In this section, the expression "Irish coins" means any coins
being( a ) coins issued under the repealed enactments, or
( b ) gold coins issued under the Act of 1 927, or
( c ) coins issued under this Act.
( 2 ) The copyright in all Irish coins and the copyright in the artistic
work defining the designs of any Irish coins shall be perpetual and shall
belong to the Minister.
( 3 ) Notwithstanding anything contained in subsection ( 1 ) of Section
155 of the Industrial and Commercial Property ( Protection) Act, 1 927
(No. 16 of 1 927 ) , the reproduction in any published literary or artistic
work without the consent of the Minister of the whole or any part of any
Irish coin shall constitute an infringement of the copyright in that coin.

��-m' �����i��wn,Bank)
Prohibi�ion

19.-( 1 ) It shall not be lawful for any person ( other than the Central
except under and in pursuance of a licence issued by the Minister,
to melt down, break up or use otherwise than as currency any coin which
is for the time being current in the State or in any other country.
( 2) If any person-

( a) acts in contravention of this section, or
( b ) fails to comply with any condition attached to a licence granted
under this section,
he shall be guilty of an offence under this section and shall be liable on
summary conviction thereof to a fine not exceeding one hundred pounds
or, at the discretion of the Court, to imprisonment for a term not exceeding
two years or to both such fine and imprisonment and, in addition to any
other punishment, the Court may order the articles in respect of which the
offence was committed to be forfeited.
FIRST SCHEDULE

Section 4.

ENACTMENTS REPEALED
Session and Chapter
or Number and
Year
(1)

Short Title

Extent of Repeal

(2)

(3 )

10 & 1 1 Geo. V., c . 70

The Gold and Silver (Export
Control, &c.) Act, 1920

No. 14 of 1926 "

" .

"

The Coinage Act, 1926

The whole Act.

No. 32 of 1927 "

" .

"

The Currency Act, 1927

Subsection (2) of Section 4; subsection ( 1 )
o f Section 38.

No. 22 of 1942 "

"

"

.

.

The Central Bank Act, 1942

The whole Act.
---

1

Part VIII.
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Section 5.

SECOND SCHEDULE

PARTICULARS OF CUPRO-NICKEL AND BRONZE COINS
(1)

(3)

(2)

(5)

(4 )

Remedy Allowance
(applicable to tests
of I ,000 pieces
in bulk)

Standard Weight
Denomination
of Coin

Imperial
weight
(grains)

Metric
weight
(grams)

Cupro-nickel
Coins
Half-crown
Florin ·
Shilling .
Sixpence
Threepence .

218·18181
174·54545
87·27272
70·00000
50·00000

1 4 · 13795
1 1 ·3 1036
5·655 18
4·53593
3 · 23995

Bronze Coins
Penny . .

145·83333

9- 44984

Halfpenny

87· 50000

5 · 66990

Farthing

43·75000

2·83495

Silver Coin in
respect of
the year
1966
Ten shillings

280

1 8 . 1 44

Fractional
Value in
Relation to the
Irish Pound

Standard
Composition

}
} }
}

I1

1

I

one-half

J

1 per cent

--- -----

one-two hundred 1 in 40
and fortieth
one-four hundred I in 40
and eightieth 1
one-nine hundred 1 in 40
and sixtieth

M<.o'
metal made
up of
coppe� , tin
and zmc.

Composition

t in t8ol
1 in 175
1 in 1 50 i
I in 125 !
'
1 in 100

one-eighth
one-tenth
one-twentieth
one-fortieth
one-eightieth

75 per cent
copper and
25 per cent
nickel

83 A per cent
fine silver and
16� per cent
copper

Proportion
of
weight

---

I in

}"�""'

800 0.3 per cent
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Section 16.

THIRD SCHEDULE
ENACTMENTS APPLIED OR ADAPTED
Chapter and
Session or
Number and Year
(1)

Short Title

Application or Adaptation

( 2)

(3)

The Coinage
Offences Act,
1861.

The said Act shall apply t o coins issued
under the repealed enactments or this
Act, and for the purposes of such appli
cation( a) the references, in Section 1 of the
first-mentioned Act, to coin or any
particular class of coin lawfully
current by virtue of any proclama
tion or otherwise in any part of
Her Majesty's Dominions shall be
construed as including references
to coins lawfully current in the
State by virtue of this Act,
(b) the references in the said Sec
tion 1 to silver coin shall be con
strued as including references to
nickel coin, cupro-nickel coin and
coin provided under Section 6 of
this Act.

The Customs
Consolidation
Act, 1876.

Section 42 shall have effect as if the
following articles were added to the Table
of Prohibitions and Restrictions Inwards
in that section( a) counterfeits of coins issued under
the repealed enactments or this
Act,
(b) any coins or money purporting to
be coins issued under the repealed
enactments but not being of the
standard weight or not being of
the standard fineness prescribed by
the Act of 1926, as amended by
the Act of 1942,
(c) any coins or money purporting to
be coins provided under Section 5
or 6 of this Act and not being of
the standard weight or not being
of the standard composition pre
scribed by the said Section 5 or 6
(as the case may be) .

52 & 53 Vie., c. 42.

The Revenue
Act, 1889.

Section 2 shall apply to imitations of
coins issued under the repealed enact
ments or this Act, and for the purposes
of such application the reference in sub
section (4 ) of that section to coins law
fully current bv virtue of a proclamation
or otherwise in any part of Her Majesty's
Dominions shall be construed as includ
ing a reference to coins lawfully current
in the State by virtue of this Act.

No. 32 of 1927.

The Currency
Act, 1927.

In Section 10 the reference to the Coinage
Act, 1926, shall be construed as a refer
ence to this Act.

24 & 2 5 Vie., c . 99.

39 & 40 Vie.,

c.

36.
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The Bretton Woods Agreements Act, 1957 1
An Act to make provision with respect to acceptance by the
Government of the Agreements for the International Monetary
Fund and the International Bank for Reconstruction and
Development and to provide for matters ( including payments )
[ 1 8th July 1 957]
related to the matters aforesaid.
BE IT ENACTED by the Oireachtas as follows :-

1.-In this Act-

Interpretation.

"the Fund Agreement" means the agreement, for the establishment and
operation of an international body to be called the International
Monetary Fund, which was drawn up at the United Nations Monetary
and Financial Conference held at Bretton Woods in New Hampshire
in the United States of America in July, 1944, and of which the text of
the Articles is set out in Part I of the Schedule to this Act;
"the Bank Agreement" means the agreement, for the establishment and
operation of an international body to be called the International Bank
for Reconstruction and Development, which was drawn up at the United
Nations Monetary and Financial Conference held at Bretton Woods in
New Hampshire in the United States of America in July, 1 944, and of
which the text of the Articles is set out in Part II of the Schedule to this
Act;
"the Fund" means the International Monetary Fund established under
the Fund Agreement;
"the Bank" means the International Bank for Reconstruction and
Development established under the Bank Agreement.
2.-Acceptance by the Government of the Fund Agreement and the Approval of
acceptance.
Bank Agreement is hereby approved.
3.-( 1 ) The subsequent subsections of this section shall come into Financial and
operation on the day on which the Fund Agreement and the Bank Agree- other provisions.
ment are signed on behalf of the Government.

( 2 ) The following payments, as and when they become appropriate
to be made on behalf of the Government, shall be made out of the Central
Fund or the growing produce thereof:
(a) payments in respect of subscription to the Fund, 2
1

Act No. 1 8 of 1957.
Ireland's initial quota in the Fund , US$30 million, was increased to
US$45 million with effect from September 15, 1 959, and to US$80 million
with effect from March 25, 1966 (pursuant to Resolutions of the Board of
Governors of the Fund Nos. 14-1 and 20-7, respectively) .
2
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( b ) payments under paragraph (a) of Section 4 of Article Ill of the
Fund Agreement,
(c) payments under paragraph ( b ) or paragraph (d) of Section 8 of
Article IV of the Fund Agreement,
(d) payments under Section 3, Section 7, or Section 8 of Article V of
the Fund Agreement,
( e ) payments under Section 3 of Article XIII of the Fund Agreement,
(f) payments under Schedule D of the Fund Agreement,
(g) payments under Schedule E of the Fund Agreement,
( h ) payments in respect of subscription to the Bank,
(i) payments under Section 9 of Article II of thhe Bank Agreement,
( j) payments under subparagraph (iv) of paragraph (c) of Section 4
of Article VI of the Bank Agreement.
( 3 ) The Minister for Finance may create and issue to the Fund or the
Bank, in such form as he thinks fit, any such non-interest-bearing and
nonnegotiable notes or other obligations as are provided for by Section 5
of Article Ill of the Fund Agreement and Section 1 2 of Article V of the
Bank Agreement, and any payments in respect of any such notes or
obligations so created and issued shall be made out of the Central Fund or
the growing produce thereof.

( 4 ) The Minister for Finance may borrow from any person, and the
Bank of Ireland may advance to him, any sum or sums required for pay
ments under this section and, for the purpose of such borrowing, he may
create and issue any securities bearing such rate of interest and subject
to such conditions as to repayment, redemption or otherwise as he thinks
fit.
( 5 ) The principal and interest of any securities issued under subsection
( 4) of this section and the expenses incurred in connection with their issue
shall be charged on the Central Fund or the growing produce thereof.
( 6 ) Any moneys received by the Government from the Fund or the
Bank or raised by securities under subsection ( 4 ) of this section shall be
placed to the credit of the account of the Exchequer and shall form part
of the Central Fund and be available in any manner in which that Fund is
available.
( 7 ) The Central Bank of Ireland shall act as a depository for the
holdings of currency of the State and other assets of the Fund and the Bank
and may advance to the Minister for Finance any sum or sums required
for payments under this section.
( 8 ) The provisions of-

(a) Sections 2, 3, 4, 5, 6, 7, 8, and 9 of Article IX of the Fund
Agreement,
(b ) Sections 2, 3, 4, 5, 6, 7, 8, and 9 of Article VII of the Bank
Agreement, and
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( c ) the first sentence o f paragraph ( b ) of Section 2 of Article VIII of
the Fund Agreement,
shall have the force of law in the State, subject to the proviso that nothing
in Section 9 of Article IX of the Fund Agreement or in Section 9 of Article
VII of the Bank Agreement shall be construed( i ) as entitling the Fund or the B ank to import goods free of
customs duty without any restriction on their subsequent sale
in the country to which they were imported,
( ii ) as conferring on the Fund or the Bank any exemption from
duties or taxes which form part of the price of goods sold, or
(iii ) as conferring on the Fund or the Bank any exemption from
taxes or duties which are in fact no more than charges for
services rendered.
4.-This Act may be cited as the Bretton Woods Agreements Act, 1 957.

Short title.

[The Schedule, which contains the A rticles of Agreement of the Fund and
of the Bank, has been omitted here.]

Bibliographical Note
PUBLICATIONS OF THE CENTRAL BANK OF IRELAND
Report of the Central Bank of Ireland for the Year Ended March 31st, . . .
( annual, 1943-) .
Quarterly Statistical Bulletin (April, 1 943- ) . Supersedes the periodical
published under the same name by the Currency Commission.
PUBLICATIONS RELATING TO BANKING AND CENTRAL
BANKING
Duncan, G. A., "Banking in Ireland," in R. S. Sayers, ed., Banking in the
British Commonwealth (Oxford, 1 952 ) , pp. 303-3 19.
Eaton, M . R. J., Irish Banking, Currency and Credit (Dublin, 1954 ) .
Commission of Inquiry into Banking, Currency and Credit, 1938, Reports
( Dublin, [ 1938] ) . The Commission, composed of 22 members under
the chairmanship of the Minister of Finance ( Se an MacEntee) , included
George A. Duncan, Theodore E. Gregory, and Per Jacobsson.
"New Departures in Irish Banking," Banker ( London ) , March 1959,
pp. 1 8 3 - 187.
"New Growth in Irish Banking," Banker ( London) , March 1962, pp. 179183.
Oslizlok, J. S . , "Our Currency and Banking System," Institute o f Bankers
in Ireland, Journal (Dublin) , October 1963, pp. 266-286.
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---, "Irish Banks and the Growth Program," Banker (London) ,
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---
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Publication of Statutes and Regulations

Statutes, regulations, treaties, and public notifications of other
measures are published in the Gazzetta Ufficiale della Repubblica
Italiana. In addition, the text in full of laws, decrees, and interna
tional agreements are published annually in the Raccolta Ufficiale
delle Leggi e dei Decreti del/a Repubblica ltaliana.
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The Statute of the Bank of Italy, 1936

1

NoT E : -The Bank of Italy (Banca d'Italia) was established by
virtue of Law No. 449 of August 1 0, 1 893 and of the Agreement
between the Bank and the Minister of the Treasury dated October
30, 1 894 and approved by Decree No. 5 3 3 of December 1 0, 1 894.
With effect from January 1, 1 894, the Bank began to exercise the
note-issue privilege formerly held by the Banca Nazionale nel
Regno d'Italia (which had been established in 1 849 ) , two Tuscan
banks (Banca Nazionale Toscana and Banca Toscana di Credito ) ,
and the Banca Roman a ( which was liquidated ) , so that in the
period 1 894- 1 926 the note-issue privilege was exercised by the
Bank of Italy and two banks in Southern Italy, the Banco di Napoli
and the Banco di Sicilia. The note-issue privilege of the l atter two
banks was terminated on July 1 , 1 926, and since then the Bank of
Italy has had the exclusive right of note issue. Also in 1 926, the
Bank took on the character of a central bank having special powers
in the banking field.
The Bank of Italy is at present governed by a Royal Decree of
June 1 1 , 1 93 6 as amended ( the text of which follows this Note )
and by Articles 3 and 20-24 of the Banking Law, 1 9 3 6 (see below,
pp. 441 -443 ) .
TITLE I. CONSTITUTION AND CAPITAL OF THE BANK OF ITALY
Art. 1. The Bank of Italy is an institution incorporated under public
Jaw [istituto di diritto pubblico] within the meaning of Royal Decree
Law No. 375 of March 12, 1 936. It shaH carry out banking functions, may
issue bearer instruments and shall, as the sole issuing institution, issue
bank notes within the limits and according to the rules laid down by Jaw!
1 Statuto deila Banca d'Italia, approvato con il Regio Decreto 1 1 giugno
1 936, n. 1 067 ( Statute of the Bank of Italy, approved by Royal Decree
No. 1067 of June 1 1 , 1 93 6 ) . As amended by Presidential Decrees No. 482
of April 19, 1 948 and No. 369 of February 1 2, 1963. The original text
was published in the Gazzetta Ufficiale of June 1 8, 1 936 and therefore
entered into force on that date. For a consolidated version in Italian, see
the p amphlet edition, Statuto del!a Banca d'ltalia . . . ( Rome, 1963 ) , or
Associazione Bancaria ltaliana, La legge bancaria e le altre norme essen
ziali in materia creditizia, 6th ed. ( Rome, 1 964 ) , pp. 5 1 7-536.
2 Although still technically in force, the obligation of the Bank of Italy
(set forth in Art. 4 of Royal Decree No. 2325 of December 2 1 , 1 927 ) to
maintain a reserve in gold, or in currencies of countries whose bank notes
are convertible into gold, in an amount equivalent to not less than 40 per
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Under its new status, the Bank of Italy shall reassume without limita
tion all the assets, rights, privileges, liabilities, obligations and commit
ments of the institution that was created by Law No. 449 of August 10,
1 893.
Art. 2. The Bank of Italy shall have its Central Administration in
Rome.
Its subsidiary establishments shall be distinguished as offices, branches
and agencies.
It shall have offices in the cities of Ancona, Bari, Bologna, Cagliari,
Florence, Genoa, Leghorn, Milan, Naples, Palermo, Rome, Turin, Trieste
and Venice.
It must have branches or agencies in the principal towns of those prov
inces where it does not have offices.
When it becomes necessary to make changes in the actual status of
offices and the other subsidiary establishments, the measures to be taken
for that purpose must be approved by the Board of Directors and the
Minister of the Treasury.
Art. 3. The capital of the Bank of Italy shall be three hundred million
lire, represented by shares [quote] of one thousand lire each.
These shares shall be registered and may be held only by:

(a) Savings banks;
( b ) Credit institutions incorporated under public law and banks of
national interest;
(c) Social security institutions;
(d) Insurance institutions.
The shares may be transferred, by consent of the Board of Directors,
only from one to another entity included in the categories listed in the
preceding paragraph.
Art. 4. The certificates attesting ownership of the shares shall be
issued by the Central Administration of the Bank of Italy in accordance
with the procedure approved by the Board of Directors.
The transfer referred to in the last paragraph of Article 3 must be
by means of endorsement on the back of the original certificate, with the
signatures of the parties certified by a notary. The certificate must be
presented to the Central Administration of the Bank, which shall arrange
for the issuance of a new certificate made out to the transferee, and the
transferee may avail himself of the rights of a shareholder only from the
time of the presentation of the transferred certificate.

cent of the note circulation and the Bank's other sight liabilities was
temporarily suspended by Decree-Law No. 1 293 of July 2 1 , 1935. For an
annotated text of Royal Decree No. 2325 of 1 927, see G.A. Micheli and
P. Pagliazzi, Codice della banca, horse e valute ( Bologna, 1952 ) , pp. 10-12.
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Art. 5. The powers of the institution are vested in:

(a) The General Meeting of Shareholders;
( b ) The Board of Directors [consiglio superiore] and the Committee of
the Board of Directors;
(c) The Governor, the General Manager and the Deputy General
Manager.
1. GENERAL MEETING OF SHAREHOLDERS
Art. 6. The Ordinary General Meeting of Shareholders, called by the
Board of Directors not less than fifteen days before the date set for the
meeting, shall convene in Rome not later than May 3 1 of each year.
The Governor shall serve as Chairman.
Shareholders who have held one hundred or more shares for at least
three months shall have the right to participate.
The right to participate belongs to the holders in whose names the
shares are registered, regardless of any restriction to which the shares
may be subject and of their ownership.
Art. 7. The agenda of the Ordinary Meeting shall be established by
the Board of Directors and shall include approval of the balance sheet
and appointment of the auditors and two alternates.
It shall also include all proposals presented to the Board of Directors
within the month of March, in a request signed by one or more share
holders who have together held five thousand or more shares for at least
three months.
The date and the agenda of the meeting shall be announced to the
shareholders by a notice published at least fifteen days before the meeting
in the Gazzetta Ufficiale of the Italian Republic.
Art. 8. The shareholders entitled to participate in the General Meeting
have one vote for every one hundred shares up to five hundred, and one
vote for every five hundred shares exceeding five hundred, provided that
they have held the shares for not less than three months.
Each shareholder entitled to participate in the General Meeting shall be
represented by his own legal representative or by another person who is
not a member of the Board of Directors of the Bank or of the Board
of Auditors, by special authorization issued on appropriate forms with the
signature certified by the manager of an office or branch or the head of
an agency of the Bank.
No delegate may represent more than two shareholders.
Those who participate as legal representatives of shareholders, or as
proxies of shareholders, or in both capacities together, shall in no case
have the right to more than fifty votes.
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Art. 9. The General Meeting shall constitute a quorum when at least
thirty shareholders holding one tenth or more of the Bank's capital par
ticipate in the person of their legal representatives or proxies.
If this number of shareholders and shares is not reached, the meeting
shall be postponed not less than eight nor more than fifteen days from the
first convocation. This second meeting shall constitute a quorum regard
less of the number of shareholders or the amount of capital represented.
The postponement of the meeting shall be announced in the Gazzetta
Ufjiciale in the interval between the first and the second meeting, with
notice that it is a second convocation.
The Chairman of the meeting may extend the meeting to the next day
when the agenda has not been completed on the day set.
If a quorum is not present on the second day the resolutions adopted
on the first day shall be considered valid, and for discussion of the other
matters included in the agenda a new meeting shall be called according
to the formalities indicated in the present Article for reconvocation in
the absence of a quorum.
At the second meeting called, resolutions may not be adopted on matters
other than those remaining on the agenda of the first meeting.
Art. 10. Resolutions receiving a majority of the votes of the share
holders present shall be valid.
Art. 1 1 . Proposals not included in the agenda may not be discussed,
but the meeting may take them into consideration and resolve to have
them included in the agenda of the next meeting.
Art. 12. Subject to the rules established for Ordinary Meetings, Extra
ordinary Meetings may be called by a resolution of the Board of Directors
or at the request of the auditors or of shareholders who together have
held, for at least three months, twenty thousand or more shares.
The Board of Directors shall, within thirty days from the legal presenta
tion of a request as referred to in the preceding paragraph, draw up the
agenda of the Extraordinary Meeting, which must be held within two
months after presentation of the request.
The agenda of these meetings shall also be prepared by the Board
of Directors and shall include the proposals presented by the auditors
and shareholders.
Art. 13. The minutes of the general meeting shall be recorded by
a notary public and shall be signed within one month from the month
of the meeting by the Chairman of the meeting and by two shareholders
delegated for that purpose by the meeting.
Art. 14. General Meetings of Shareholders at the offices shall be called
annually by the Board of Directors in the manner and form established
in Articles 6, 7 and 8 and shall have as their object the appointment

©International Monetary Fund. Not for Redistribution

STATUTE OF BANK OF ITALY, 1936

425

or renewal of appointment of the member of the Board of Directors from
the office in question.
The meeting shall constitute a quorum when at least fifteen share
holders holding one twentieth of the capital are present in the person
of their legal representatives or proxies.
The chairman of these meetings shall be the chairman of the Board of
Regents of the office concerned or, in his absence, the member of the
Board of Regents with the greatest seniority in regard to appointment
and age.
The duties of secretary and recording secretary of the meeting are
performed by the secretary of the Board of Regents or, in his absence,
by one of the persons present at the meeting to be appointed by the
chairman of the meeting.
When the number of members of the Board of Directors to be appointed
reaches one half of the members of that Board, the appointments shall
be entrusted to a Single General Meeting to be held in Rome, in
accordance with the conditions prescribed in the preceding Articles. At
such meetings, a separate vote shall be taken for each office.

Art

. 15. The General Meeting of Shareholders at the offices, whenever
invalid because of the absence of a quorum of shareholders or shares
represented, shall be postponed in accordance with the procedure estab
lished in Article 9.

Art. 16. Appointments entrusted to General Meetings in Rome and at
the offices shall take place by secret ballot. Only those who receive an
absolute majority of votes shall be considered appointed.

2. BOARD OF DIRECTORS
Art. 17. The Board of Directors shall be composed of :

The Governor;
Thirteen directors appointed by General Meetings of Shareholders at
the offices of the Bank, one director for each office.
General Meetings for the Florence and Leghorn offices shall be held at
the Florence office for the appointment of a single representative.
The members of the Board of Directors shall serve for three years and
may be re-elected.
The Directors shall be replaced at the rate of four for the first and
the second year and five for the third year, by lot in the first two years
and by order of length of service thereafter.
Retiring directors may be re-elected.
The General Manager shall attend the meetings of the Board of
Directors and, except when acting as the Governor's substitute, shall
serve only in an advisory capacity.
The Deputy General Manager shall act as secretary.
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The Governor, members of the Board of Directors, the General Manager
and the Deputy General Manager shall be Italian citizens.
Art. 18. The Board of Directors shall have its meetings in Rome under
the chairmanship of the Governor.
It shall appoint four of the Directors at its first meeting each year
to form the Committee, together with the Governor. The Governor shall
be chairman of the Committee, and the General Manager shall also attend
in an advisory capacity.
The Deputy General Manager shall perform the duties of secretary.
Retiring members of the Committee may be re-elected.
Ordinary and special meetings shall be held by the Board of Directors.
The former, as a rule, shall be held quarterly at the invitation of the
Governor; the latter whenever the Governor considers it necessary or
upon a well-founded request from at least three members of the Board
itself.
The Board shall constitute a quorum when at least seven of the
members are present, not including in this number the Governor or his
substitute.
Decisions shall be adopted by an absolute majority. The Governor or
his substitute shall vote only in the case of a tied vote. Votes on matters
referring to persons shall be taken by secret ballot; in other cases, by
open vote.
The Committee shall, as a rule, meet once a month at the invitation of
the Governor; the provisions of the preceding paragraph shall be applicable
to this meeting.
Art. 19. The Board of Directors may appoint and dismiss the Governor,
the General Manager and the Deputy General Manager.
For taking such action, the Board shall be summoned to an ordinary
meeting at the invitation of the Governor for appointment or dismissal
of the General Manager or the Deputy General Manager, and at the
invitation of the Director having the greatest seniority in respect to
appointment and age among the Directors for appointment or dismissal
of the Governor.
For appointment or dismissal of the Governor, the Board of Directors
shall be presided over by the Director having greatest seniority; the
decision must be taken with at least two thirds of the Board members
present, excluding the Governor, and with the affirmative vote of at least
two thirds of those present.
For the appointment and dismissal of the General Manager or the
Deputy General Manager, the decision must be taken with at least two
thirds of the Board members present and with the affirmative vote of at
least two thirds of those present.
Summoning of the Board to a special meeting to decide upon the
actions referred to in the preceding paragraphs shall be made through
the Governor or, as the case requires, the Director h aving greatest senior-
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ity, when written request for such action is made by two thirds of the
Board members, not including the Governor. The convocation shall take
place not later than twenty days after the request.
Appointments and dismissals must be approved by decree of the
President of the Republic on the proposal of the President of the Council
of Ministers in agreement with the Minister of the Treasury, the Council
of Ministers having been heard.
Art. 20. The Board of Directors shall be charged with the general
administration of the B ank.
In conformity with legislative and regulatory provisions, the Board shall:

( 1 ) Decide upon the form and characteristics of bearer notes, insofar as
they concern the Bank, and of bank drafts and checks;
(2) Decide upon the creation and issue of bank notes and the destruc
tion of those retired and cancelled;
( 3 ) Determine the rules and conditions for the Bank's operations;
( 4 ) Assign funds to the offices and branches for their monthly opera
tions;
( 5 ) Appoint the Bank's correspondents at home and abroad;
( 6 ) Decide upon the internal rules and regulations of the Bank;

( 7 ) Decide upon the establishment of special cash offices for the safe
keeping of assets not kept in the vaults and regulate the func
tioning of these offices;
( 8 ) Establish rules to govern the central cash office;
( 9 ) Regulate the operation of the social security funds of employees
and allocate the amounts necessary for the regular administration
of these funds;
( 10 ) Determine the number of members of Boards of Regents and
counsellors at offices and branches;
( 1 1 ) Determine the organizational structure of the staff, fix salaries and
appoint and dismiss employees;
( 12 ) Appoint and dismiss members of the Boards of Regents and
counsellors, and determine which of them are to assume the duties
of examiner and of opening and closing the cash offices; it shall
report the conferring of such functions to the Board of Auditors;
( 13 ) Establish bond for the cashiers and other employees responsible
for assets and decide upon release of such bond;
( 14) Decide upon the release of bond for officers;
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( I 5 ) Examine and approve the annual balance sheet and the profit and

loss statement and resolve to present them to the auditors and
the General Meeting of Shareholders for final approval; after
the auditors' report has been given, it shall determine the divi
dends and the dividend installments to be paid to shareholders;

( 1 6 ) Authorize contracts involving the transfer of real property for
amounts exceeding three million lire and compositions, agreements
and assignments concerning credits for amounts exceeding twelve
million lire, and express its opinion on all other contracts and
court actions which, because of their importance, the Governor
sees fit to submit to it for approval;
( 1 7 ) Decide upon cancellations, reductions and restrictions of mortgages
registered in favor of the Bank, as well as subrogation in favor
of third persons so long as there is a credit outstanding, except
as provided in Articles 25 and 26;
( 1 8 ) Adopt the necessary decisions in regard to the provisions of
Article 2 ;
( 1 9 ) Decide upon all other matters which, not being specifically entrusted
to the General Meeting of Shareholders, the Governor considers
should be submitted to it.
Art. 21. The minutes and excerpts from the decisions of the Board
of Directors or its organs shall be certified by the Governor, or his sub
stitute, and by the secretary.
Art. 22. The Committee, at the request of the Governor, shall give
its opinion concerning questions of special importance and, if necessary,
decide upon proposals made to the Board of Directors concerning such
questions.
The Committee may also take decisions on such matters within the
Governor's field of competence as the Governor may delegate to it.
It may also adopt special decisions in regard to the Board of Directors'
general decisions or in implementation of special powers delegated to it
by the Board.
3. AUDITORS AND EXAMINERS
Art. 23. There shall be five auditors.
The examiners may not number more than four at each office or
branch.
The auditors shall function as a group, and shall examine the administra
tion of the Bank, directly at the Central Administration and either directly
or through examiners at the offices and branches, for observance of the
laws, this Statute and the general regulations.
The auditors shall maintain contact with the examiners both for the
audit of the cash accounts and the portfolios at each office and branch
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and for any observations advanced by the examiners in the exercise of
their functions.
The auditors shall examine the statements, balance sheets and profit and
loss statements, and express their opinion on the distribution of the annual
dividend and installments on the dividend.
They may attend the meetings of the Board of Directors.
They shall report to the Governor, when necessary, their own observa
tions and those received from the examiners.
The auditors shall be paid a fixed fee established year by year by the
General Meeting, in addition to the reimbursement of expenses.
Art. 24. The examiners shall consider the course of business at the
offices and branches at which they are appointed and examine the balance
sheets semiannually.
They shall have the right to obtain from the managers such information
as they consider useful for the fulfillment of their functions.
On instructions from the auditors, they may demand to examine the
records, the portfolio and the cash situation in order to carry out the audit,
which in every case must be performed completely by two of them at
least once each quarter.
They shall transmit to the auditors, for possible communication to the
Governor, proposals and observations which they believe useful for the
operation of the Bank, at the same time giving a report to the manager
of the subsidiary establishment and, at the offices, also to the Board of
Regents. For this purpose, each office and each branch shall have an appro
priate book for recording such observations as they may see fit to enter.
4. THE GOVERNOR
Art. 25. The Governor shall represent the Bank of Italy vis-a-vis third
persons in all acts and contracts and in the courts. He has the right
to sign for the institution.
He shall decide upon the distribution, among the various categories
of operations, of the funds assigned to the offices and branches for their
monthly operations.
He shall make provision for operations in government securities and in
foreign currencies.
He shall make proposals to the Minister of the Treasury concerning
changes in the discount rates and in the interest rate on advances.
He shall have the power in exceptional cases to increase or to restrict
the monthly allocations to the offices and branches, subject to reporting
such action to the Board of Directors at its first subsequent meeting.
He shall propose to the Board of Directors the appointment or dismissal
of employees of the Bank, of members of Boards of Regents at the
offices, and of counsellors at the branches.
He shall determine the rules for promoting the senior staff; shall
appoint managers of offices and branches and heads of agencies; and
shall arrange for their assignment and transfer.
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He shall make to the Board of Directors any proposals, within the
Board's sphere of competence, which he may consider useful for the Bank
and for the smooth functioning of the administration.
All matters not expressly reserved to the the Board of Directors and its
Committee by the present Statute are referred to the Governor, with the
exception of the power mentioned in Article 20( 1 9 ) .
Vis-a-vis third persons and the Registrar of Mortgages, the Governor
shall have the right in all cases, including those indicated in Article 20 ( 17 ) ,
without any limitations o r conditions, to permit cancellation, extension,
reduction and restriction of, and annotations and succession to rights to,
mortgages and pledges and, in general, any mortgage formality.
Art. 26. The Governor, with the concurrence of the Committee, shall :

(a) Consent to transactions, agreements and assignments related to
credits not exceeding twelve million lire and shall report them to the
Board of Directors;
( b ) Decide upon special operations proposed by the offices and branches
and report them to the Board of Directors.
5. GENERAL MANAGER AND DEPUTY GENERAL MANAGER
Art. 27. The General Manager is authorized to sign ordinary admin
istrative documents for the Bank, and may delegate this authority with
the prior approval of the Governor.
He shall carry out the decisions of the Board of Directors taken at the
meetings in which he takes part in an advisory capacity when not
replacing the Governor.
He may attend meetings of the Boards of Regents of the offices and
of the committees of the branches, or delegate this function to the
Deputy General Manager.
He shall determine the rules for promotion of personnel and assign
ment of personnel to posts in the Central Administration and the sub
sidiary establishments, except as provided in Article 25.
He shall draw up contracts, subject to authorization or approval by
the Board of Directors in the cases indicated in Article 20( 1 6 ) and in
observance of the provisions of Article 26(a ) . He may delegate the drawing
up of contracts by means of a simple letter to officers or employees of
the Bank,
He may, without advance authorization, permit transfers and changes
of ownership of registered public-debt certificates belonging to the
Bank, as well as cancellation of encumbrances and liens recorded in favor
of the Bank itself on either the above-mentioned registered certificates
or any other instrument of the state debt.
He may permit the cancellation of mortgages and the return of pledges,
as well as subrogation in favor of third persons when the credit of the
Bank guaranteed by the mortgages and pledges has been fully repaid.
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He may also permit the extension as well as the reduction and restriction
of mortgages, partial return of pledges and partial subrogation in favor
of third persons in proportion to a decrease in the credit.
Vis-a-vis third persons and the Registrar of Mortgages, the General
Manager shall have the right in all cases, including those indicated in
Article 20( 1 7 ) , without any limitations or conditions, to permit cancella
tion, extension, reduction and restriction of, and annotations and succes
sion to rights to, the mortgages and pledges and, in general, any mort
gage formality.
Art. 28. The General Manager shall replace the Governor in the
event of his absence or disability in respect of all functions entrusted to
the Governor by virtue of his office.
Vis-a-vis third persons, the Registrar of Mortgages, the Public Debt
Administration and other public offices, the signature of the General
Manager constitutes full proof of the absence or disability of the Governor.
Art. 29. The Deputy General Manager shall assist the General Manager in
the carrying out of his duties and replace him in the event of his absence
or disability. In the event of the simultaneous absence of the Governor
and the General Manager, he shall also replace the Governor.
Vis-a-vis third persons, the Registrar of Mortgages, the Public Debt
Administration and other public offices, the signature of the Deputy
General Manager constitutes full proof of the absence or disability of
the General Manager.

6. ADMINISTRATION OF OFFICES
Art. 30. At each office there shall be a Board of Regents.
The members of the Board of Regents shall be chosen from among
persons who have a thorough knowledge of the local economy. They shall
number from seven to fourteen, according to the office's volume of
business.
The manager of the office shall be a voting member of the Board of
Regents.
The members of the Board of Regents shall be elected for six years by
the Board of Directors from a double list proposed by the Governor, and
half of them shall complete their terms every three years. They may be
re-elected.
In addition to those referred to in the second paragraph, the members
of the Board of Directors appointed by the meeting are ex officio mem
bers of the Board of Regents at the offices where they have been elected.'
Each Board of Regents shall elect annually from among its members a
chairman and a secretary, who may be re-elected.
• See Art. 17, above.
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Art. 31. The Board of Regents shall meet as a rule once a month and
at such other times as the chairman considers necessary, or when three
members so request.
No decision shall be valid unless a majority of the members holding
office is present, excluding those acting as examiners, who take part in an
advisory capacity.
Decisions shall be taken by an absolute majority of those voting. In case
of a tie, the chairman or his substitute shall have the deciding vote.
Votes concerning persons shall be cast by secret ballot.
Art. 32. The Board of Regents is charged with the administration of
the office, within the limits established by the present Statute, with the
functioning of the discount committees, the daily opening and closing
of the vaults and the cash audit. It shall establish the necessary rotation
of duties.
The member of the Board of Regents on duty who is responsible for
the daily opening and closing of the cash office shall be entrusted with
one of the three keys to the vault. This member in turn shall deliver the
key directly into the hands of the colleague next on duty.
The Board of Regents shall see to it that the regulations and instructions
of the Central Administration are observed.
It shall review the monthly operating account of its own office and
examine its semiannual balance sheets.
It shall submit an estimate of the administrative expenses of the office
to the Governor.
It shall examine the proposals for transactions and settlements with
debtors of the office and decide on acceptance or rejection.
Through its representative on the Board of Directors, it may bring to
the attention of the Governor and the Board of Directors measures it
deems useful to the office and to the institution.
Art. 33. Two members of the Board of Regents, by turns, excluding
those acting as examiners, and the manager shall compose the committee
whose function is to decide upon the eligibility of bills of exchange
presented.
No bill of exchange shall be eligible without the affirmative vote of
the manager and another member of this committee.
Bills of exchange with the signature of employees of the Bank shall be
ineligible.
The eligibility of bills of exchange bearing the signatures of members
of the Board of Regents or counsellors or their firms or commercial
companies in which they perform any function shall be determined only
by a committee in which they do not participate.
7. BRANCHES
Art. 34. The branches shall have a manager and several counsellors.
The counsellors shall number not less than four nor more than ten;
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they shall be elected for two years by the Board of Directors from a
double list proposed by the Governor, and half of them shall be replaced
each year.
If the number is uneven, the smaller number shall be replaced the
first year.
They may be re-elected.
Art. 35. Two counsellors by turns, excluding those acting as examiners,
and the manager, acting as chairman, shall comprise the committee which
shall decide upon the eligibility of bills of exchange presented.
No bill of exchange shall be eligible without the affirmative vote of the
manager and one counsellor.
For bills of exchange bearing the signatures of employees of the Bank
or of counsellors, the provisions of the third and fourth paragraphs of
Article 33 shall be observed.
Art 36. The counsellors, under the chairmanship of the manager, shall
meet twice a year to examine and approve the semiannual balance
sheet, with the presence of at least two counsellors acting as examiners.
The manager, after the opinion of the counsellors on active duty has
been heard, shall propose to the Governor transactions and settlements
with debtors of the branch.
The opening and closing of the vaults is a function of the counsellors
acting as examiners. For this purpose, each shall be entrusted in turn with
one of the three keys to the vault, which must be delivered directly into
the hands of the officer next on duty.
8. MANAGERS
Art. 37. The management of the offices and the operations of each
office and branch of the Bank is assigned to a manager in the service
and under the supervision of the Central Administration and, at the
offices, under the supervision of the Board of Regents also.
The managers shall represent the Bank in relations with third persons,
both in the courts and in all acts and contracts concerning the office
or branch in question, without the need for special authorization, except
that of the General Manager in relations with the Registrar of Mortgages
for the mortgage formalities mentioned in Article 27, and subject to the
advance decision of the Board of Directors in the cases provided for in
Article 20.
The managers shall propose to the Central Administration transactions
and settlements with debtors of the Bank, the Boards of Regents having
expressed their opinion at the offices, and the committees at the branches.
They shall sign correspondence, bank drafts, bank checks, payment
orders, discharges of local bills of exchange, endorsements and transfers
of registered securities made out to them in their official capacity or to
the Bank for guaranteeing operations or for furnishing bond for employees
at the offices and branches concerned. With the consent of the General
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Manager and under their own responsibility, they may delegate to the
cashier or to another employee some of the above-mentioned powers of
signature.
They shall distribute the funds made available to the office or branch
among the various categories of operations, according to the instructions
of the General Manager.
Art. 38. Whenever the absence or disability of the manager of an
office occurs unexpectedly, the chairman of the Board of Regents or his
substitute shall provide for a temporary substitute where there is no
deputy manager, taking over the management himself or delegating it to
another member of the Board of Regents and immediately notifying the
Governor.
If the contingencies indicated in the preceding paragraph take place
in branches not having a deputy manager, the counsellor having greatest
seniority in regard to appointment and age among the counsellors present
shall take over the temporary management, immediately notifying the
Governor.
Art. 39. The Governor shall have the right in each case to delegate
an inspector or another employee of the Bank to take over temporarily
the management of offices or branches.
Members of Boards of Regents, counsellors, employees designated by
the Governor, or deputy managers, when temporarily replacing managers
at offices and branches, shall have the functions and powers of the latter.

9. AGENCIES
Art. 40. The agencies shall be under the control of an office or a
branch designated by the Board of Directors, which may by way of
exception permit the temporary direct control of the agency by the
Central Administration when special circumstances justify the exception.
The administrative organization and the system of agency operations
shall be established by the Board of Directors upon the proposal of the
Governor.
An agency head [capo di agenzia] shall be in charge of each agency.
TITLE Ill. OPERATIONS OF THE BANK
Art. 41. The Bank may carry out the following operations :

( 1 ) Rediscount bills o f exchange and payment orders [assegni bancari]
according to the provisions of the existing Jaws, in favor of both
public-Jaw and private-Jaw credit institutions listed in the register
referred to in Royal Decree-Law No. 375 of March 12, 1936 and
subsequent amendments; •
4 The term assegni bancari in this context refers to payment orders
addressed to banks and is not synonymous with checks; see also Art. 45.
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(2) Discount Treasury bills, warrants issued by general warehouses and
legally established bonded warehouses, and coupons on bonds on
which the Bank may make advances;

( 3 ) Make advances against the pledge of securities, other assets and
goods indicated by law;
( 4) Invest funds in securities issued or guaranteed by the State;
( 5 ) Issue bank drafts and checks;
( 6 ) Purchase and sell gold and gold currencies [valuta auree], bills of
exchange and checks on foreign countries, and investment of funds
either on current account or in first-class foreign currencies in those
countries in which bank notes may be redeemed in gold.
Gold and gold currencies, foreign cun·encies and claims of the Bank
on foreign countries that are set aside as reserves to guarantee notes and
other sight liabilities must be considered as earmarked and may not be
used in operations that are incompatible with the purposes of the
guarantee.
Art. 42. The Bank may also:

( 1 ) Receive deposits for safekeeping, as security, or subject to other
restrictions;
( 2 ) Receive funds on current account, with or without interest, repay
able at sight or at a future time;
( 3 ) Construct or acquire buildings for the use of the Central Administra
tion, offices, branches and agencies, or for the account of the Pen
sion Fund for the personnel of the Bank of Italy, or as an invest
ment of funds in any way intended for the retirement of the Bank's
personnel;
( 4) Collect, for the account of private persons, companies or legal
entities, securities payable in the State or abroad and, in general,
perform cash services for the account and risk of third persons.
Art. 43. The Bank of Italy shall act as treasury for the provinces
under special agreements; and, under conditions determined by the Board
of Directors it may perform other services for the account of the State
Treasury.

Art. 44. The Bank of Italy shall manage the existing clearinghouses
and those which, with its consent, are established in the future.
The Bank of Italy may carry out deferred payment operations at the
clearinghouses.
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Art. 45. Bills of exchange and payment orders pertaining to the
operations referred to in Article 4 1 ( 1 ) shall have a maturity not exceed
ing four months and bear two or more signatures of persons known to be
solvent.
The Treasury bills, coupons and warrants referred to in Article 41 may
not be discounted for a period exceeding four months.
Art. 46. The operations referred to in Article 4 1 ( 1 ) and ( 2 ) shall
require the affirmative vote of the appropriate committees referred to in
Articles 33 and 35.

Art. 47. Bills of exchange payable where the Bank does not have a
subsidiary establishment may be remitted for collection to a correspondent
appointed by the Board of Directors.
Art. 48. Advances against pledges shall be made by means of an
original receipt in duplicate, each indicating the length of the legal period
and containing a reference to the present Statute. In conformity with
Article 67, paragraph 3, of Royal Decree-Law No. 267 of March 16,
1 942, the provisions concerning the revocability of contracts, payments
and guarantees in cases of bankruptcy proceedings shall not be applicable
to these advances.
The securities, other assets, or goods pledged shall serve to guarantee
any right or title which the Bank may have vis-a-vis persons or firms
furnishing pledges, even in connection with other operations.
The value of goods on which advances may be granted must be ascer
tained by experts designated by the Bank.
Art. 49. The beneficiaries of advances must be domiciled or elect
domicile in the town where the subsidiary establishment of the Bank at
which the advance is granted is located.
Art. 50. The recipient of an advance assumes the obligation of repay
ment within the period indicated in the receipt. The value of the thing
pledged must always exceed the amount of the advance by not less than
fifteen per cent.
Whenever the current price of the securities or goods pledged under
goes a decrease which reduces by one half the difference between the
value of the securities or goods and the amount of the credit opened,
the pledgor must, by reason of the decrease in price, either re-establish
the pledge or return a proportional part of the amount of the advance.
If, however, the difference between the amount of the advance and the
pledge is sufficient, the pledge shall be re-established by means of a cor
responding reduction of the credit opened.
When the debtor, after a price decrease as referred to in the preceding
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paragraph, fails to comply with the present provisions, the Bank may,
provided that a notice has been delivered by a bailiff to the domicile
declared or elected in the receipt, effect without formality, five days from
the date of the notice, the total or partial sale of the securities or goods
pledged.
Art. 5 1 . If, within two days after the expiration date, the debtor
does not pay the obligations assumed, the Bank shall order payment by
means of a bailiff's warrant, delivered to the domicile declared or elected
in the receipt. Five days from the date of the order, the Bank, without
other formalities, may sell in whole or in part the securities or goods
pledged.
For the sale of foreign securities, the Bank may make use of its foreign
correspondents.
The procedure indicated in the preceding paragraphs does not affect
or suspend the other means of action which the Bank may use, even as
the omission of that procedure does not imply any responsibility for the
Bank, or diminish its rights of credit and priority.
The Bank shall reimburse itself out of the proceeds of the sale as
concerns the principal, incidental charges and expenses, and shall give
the debtor a receipt. If a shortfall results, the debtor must repay it within
two days; if, however, there is a surplus, the Bank shall return it to the
debtor, except as provided in Article 53.
Art. 52. Deferred payment operations shall be carried out at clearing
houses on securities of the type eligible for advances and deposited at the
clearing houses.
The operations shall be liquidated daily and may in no case be extended
beyond the fourth day.
In case of insolvency, the Bank, according to Article 2797 of the existing
Civil Code, shall have the right to sell the securities deposited, settling
with the proceeds from the sale each of its credits, including interest up
to the day of the sale.
The provisions of the following Article are applicable to securities
deposited for deferred payment operations.
Art. 53. Liens established for any reason in favor of the Bank of Italy
also serve automatically to guarantee in their full amount any other
direct or indirect credit of the Bank, even if it is not liquid and collectible,
to the same debtor, whether established before or after the operation
guaranteed.
TITLE IV. BALANCE SHEETS, PROFITS AND LOSSES, RESERVES
Art. 54. A balance sheet and an inventory of assets and liabilities of
the Bank shall be prepared each year.
A statement showing the profits, expenses and losses of the annual period
shall also be prepared.
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The profits shall be those which result in the course of the year from
ordinary as well as extraordinary transactions and from recovery of
amortized claims.
The expenses shall comprise those of ordinary administration, those of
replenishing the gold reserve, those for the issue of bearer notes and the
like, fees and other charges prescribed by law, and amounts expended
for purposes of charity or for contributions to works of public importance
within annual limits established by the Board of Directors.
In addition to these expenses, the following shall be taken into account
in determining the amount of the disposable net profits: the claims
written off in the financial year; necessary depreciation and similar
charges; and depreciation payments against expenses which the Board of
Directors distributes over several financial years.
Of the net profits shown in the approved balance sheet, the Board of
Directors, after having set aside for the gradual formation of an ordinary
reserve fund up to twenty per cent of the net profits, shall distribute
a dividend not exceeding six per cent of the capital.
With the balance, still upon the proposal of the Board of Directors and
with the approval of the Minister of the Treasury, special funds and
extraordinary reserves may be established by means of the utilization of
an amount not exceeding twenty per cent of the total net profits; and
there may be distributed to the shareholders, as a supplement to the
dividend, an additional amount not exceeding four per cent of the
capital.
The remaining sum shall revert to the State according to Article 3 of
the Ministerial Decree of December 3 1, 1936 issued in implementation of
Royal Decree-Law No. 1 647 of September 5, 1 935.
The ordinary reserve, if decreased by depreciation of losses or for any
other reason, shall, except as provided below in Article 56, be reconstituted
entirely as soon as possible.
Art. 55. The reserves shall be invested in the manner and forms estab
lished by the Board of Directors with the approval of the Minister of
the Treasury.
The yield from investment of the reserves shall be used to increase the
reserves.
Art. 56. From the annual yield on the invested reserves, an amount
not exceeding four per cent of the amount of the reserves as shown in
the balance sheet approved at the Ordinary Meeting of the preceding
year may, upon the proposal of the Board of Directors and with the
approval of the Ordinary Meeting, be set aside and distributed to share
holders in proportion to the individual shares, in addition to the amount
provided for in Article 54.
Art. 57. The profit and loss statement shall be presented to the
auditors, together with the annual balance sheet, not later than April 1 5
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of each year. On the basis of this statement, the Board of Directors shall
review the report of the auditors and decide upon the allocation of the
profits and the dividends to be distributed to shareholders and to be
actually paid after approval of the balance sheet by the General Meeting.
Art. 58. In the month of July of each year, the Governor shall present
to the Board of Directors the profit and loss statement for the first half
of the year. On the basis of this statement, the Board of Directors, with
the favorable recommendation of the auditors and after approval by the
Minister of the Treasury, may decide upon the distribution to the
shareholders of a partial payment of the dividend.
TITLE V. GENERAL PROVISIONS
Art. 59. Neither the Governor, the General Manager, the Deputy
General Manager, the general officers, the managers of offices and branches,
nor any other employees may belong to other credit institutions, engage
in commerce, carry out stock exchange operations, be administrators,
agents, or auditors of any company, have interests in general partnerships,
or assume responsibilities in limited partnerships.
The Board of Directors may, nevertheless, permit them by way of
exception to engage in activities referred to in the preceding paragraph,
provided that they are limited to the functions of administrators at com
panies or other entities when such activity is recognized to be in the
interests of the Bank.
Similarly, it may permit them to assume functions as auditors only in
the case of employees having a grade not higher than that of department
head or a similar grade.
Art. 60. Senators and Deputies and other persons holding political
office may not be members of the Boards of the Bank.
In addition, administrators, agents, auditors, managers and employees
of the institutions mentioned in Articles 5 and 41 of Royal Decree-Law
No. 375 of March 12, 1936," and of credit institutions in general, shall be
excluded from membership of the Board of Directors of the Bank, insofar
as the appointments entrusted to the General Meetings of Shareholders
are concerned.
The provisions of the preceding paragraphs shall also be observed for
the appointments entrusted to the Board of Directors by Article 20( 12)
of the present Statute and shall also be extended in such cases to directors
and employees of the public administration and of any other enterprise
of a public or private nature.
5 For the text in English of Art. 5 of Decree-Law No. 375 of March 12,
193 6, see below, p. 450; for the text (in Italian) of Art. 41, see Associa
zione Bancaria Italiana, La legge bancaria e le altre norme essenziali in
materia creditizia, 6th ed. (Rome, 1 964 ) , pp. 59-60.
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Art. 61. The members of the Boards of Regents of offices and the
counsellors at branches must be Italian citizens domiciled in the muni
cipality, or at least in the province, where they are called upon to perform
their functions.
Art. 62. The officers and employees are obliged to observe the utmost
secrecy in every matter pertaining to the Bank and in their relationships
with third persons.
Art. 63. The officers of the Bank, in case of bankruptcy or even mere
suspension of payments, as well as in other cases indicated in Article 2382
of the existing Civil Code, shall cease to hold office immediately.
Art. 64. The officers of the Bank shall receive attendance fees, the
amount of which shall be established by the General Meeting of Share
holders.
The members of the Board of Directors shall receive for this post,
instead of fees, an allowance to be established in a lump sum by the
General Meeting of Shareholders, in addition to reimbursement of their
expenses.
Art. 65. The following must possess, in full and free ownership,
securities of the State or guaranteed by the State, valued at the price
prevailing on the date of deposit :

the members of the Board of Directors, the Governor, the General
Manager, the Deputy General Manager, the members of the Boards of
Regents of offices, counsellors at branches and principal agencies, in the
amount determined by the General Meeting of Shareholders;
employees having the grade of agency chief or higher, in the amount
determined by the Board of Directors.
Art. 66. The securities owned in accordance with the preceding Article
shall be understood to have been deposited by the persons indicated in
the same Article to guarantee the performance of their duties, and shall
remain blocked and inalienable for the entire duration of those persons'
functions and offices. For the securities of members of the Board of
Directors and members of the directorate [direttorio], release may not
be decided until after approval by the General Meeting of Shareholders
of the balance sheet for the year in which they ceased to hold office; for
all others, release may not be decided upon until six months after the
Board of Directors has taken note of the cessation of their respective
functions.
All these securities shall remain on deposit in the cash offices of the
Bank as long as they are blocked.
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CONSTITUTION, 1947; BANKING LAW, 1936

The Constitution of the Republic, 1947

1

ARTICLE 47
The Republic shall encourage and protect all forms of saving. It shall
regulate, coordinate and control the exercise of the credit function. It
shall encourage the investment of the people's savings in home ownership,
in the direct ownership of cultivable land and directly and indirectly in the
capital stock of the great productive enterprises of the country.
1 La Costituzione della Repubblica Italiana. Approved by the Constituent
Assembly on December 22, 1947 and effective January 1, 1 948.

The Banking Law, 1936 1
ARTICLES 3 AND 20-24
Art. 3. The Bank of Italy shall be an institution incorporated under
public law [istituto di diritto pubblico]. The modifications in its regime
and in the exercise of its functions that result from Title Ill of this Law
are being added to its Statute.

TITLE Ill. THE INSTITUTE OF IsSUE
Art. 20. The Bank of Italy, created by Law No. 449 of August 10,
1 893, is declared an institution incorporated under public law.
The capital of the Bank shall be three hundred million lire and shall
be represented by three hundred thousand shares [quote] of one thousand
lire each, fully paid up.
In order to protect public credit and ensure continuity in the direc
tion of the institute of issue, the registered shares of the capital stock
[quote di partecipazione al capitale] may be held only by :

( a ) Savings banks;
( b ) Credit institutions incorporated under public law and banks of
national interest;
(c) Social security institutions;
(d) Insurance institutions.
Art. 2 1 . In consequence of the new status of the Bank of Italy, the
present shareholders shall be reimbursed, from June 1, 1936, for the value
1 Arts. 3 and 20-24 of the Banking Law, 1936 (Royal Decree-Law No.
375 of March 12, 1 9 3 6 ) , as amended are included here under the general
heading of Central Bank Law because they have a direct bearing on the
status of the Bank of Italy as a central bank. For additional information
on the Banking Law, see below, pp. 444-45 1 .
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of the shares by reference to the Bank's situation at December 3 1 , 1935, at
the fixed rate of one thousand three hundred lire for each share , represent
ing the paid-up capital and the accrued segment of reserves.
The amount for shares that are restricted for any reason, or registered
in the names of minors or persons not having full legal capacity, shall
remain deposited in the institute of issue pending the determination of
measures for their release or reinvestment for the same purposes and
with the same restrictions as before.
On April 15, 1936 there shall be constituted, under the chairmanship
of the Governor of the Bank of Italy, a consortium comprising the
institutions and agencies referred to in Article 20 as taking possession of
the three hundred thousand shares of the capital stock of the Bank of
Italy.
The savings banks shall be requested to invest, in the form of sub
scriptions to the said shares of capital stock, amounts not exceeding those
for which they were reimbursed under the terms of the first paragraph
of this Article.
The remaining shares of capital stock shall be allocated to the other
agencies and institutions mentioned in Article 20.
Art. 22. The Board of Directors of the Bank shall be composed of the
Governor and thirteen directors who shall be appointed by the General
Meetings of Shareholders.
A representative of the Minister of the Treasury [lspettore del Tesoro],
appointed by the Minister, shall take part in such Meetings.
The members of the Board shall remain in office for three years and
may be re-elected.
The Directors shall be replaced at the rate of four for the first and the
second year and five for the third year, by lot in the first two years and by
order of length of service thereafter.
The new Board of Directors shall take office not later than July 1,
1936.
The Board of Directors shall have no power to intervene in matters
entrusted to the lnterministerial Committee under Article 12."
Art. 2:1. From July 1, 1936, rediscount operations may be carried out
only by agreement with credit institutions, whether public-law or private
law, that are subject to the supervision of the Inspectorate."
Discount operations existing at June 30, 1936 with private clients shall
be gradually wound up until terminated.
Operations in respect of advances on securities shall continue to be
carried out in accordance with the laws in effect, and this shall apply also

" See Arts. 1 and 5 of Legislative Decree No. 69 1 of July 1 7, 1947, below,
pp. 453 and 454.
• By virtue of Art. 2 of Decree-Law No. 69 1 of July 1 7, 1 947, the func
tions of the Inspectorate referred to here were conferred on the Bank of
Italy; see below, p. 454.
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to transactions between private persons. The provisions of Article 709 of
the Commercial Code shall not be applicable to these operations!
Art. 24. On the proposal of the Head of the Government in agreement
with the Minister of Finance, the new Statute of the Bank of Italy shall
be approved by Royal Decree, in accordance with the provisions of this
Law.
• The Commercial Code has been superseded by the Civil Code of 1942,
and the provisions referred to here are now covered by a special law
governing bankmptcy.

The Decree-Law on Revaluation of the Bank
of Italy's Gold Holdings, 1960 1
THE PRESIDENT OF TilE REPUBLIC

Article 77, second paragraph, of the Constitution having been seen;
Considering the extraordinary and urgent need to make arrangements
for the revaluation of the gold holdings of the Bank of Italy;
The Council of Ministers having been heard;
On the proposal of the Minister of the Budget and the Minister of the
Treasury, in agreement with the Minister of Finance;
DECREES:
Art. I. The Bank of Italy is authorized to compute its own holdings
of gold in Italian lire at the rate of Lit 703.297396 per gram of fine gold.
Art. 2. The net increment resulting from the revaluation of the gold
holdings referred to in the preceding Article shall be exempt from all
taxes and credited to the Treasury, to be used by the latter for coverage
and repayment of debit accounts with the institute of issue.
The entry for the issues of bank notes by the Allied Forces, for the
account of the same, amounting to Lit 1 45 , 1 4 1 ,829,865, which was the
subject of Legislative Decree of the Acting Head of State, No. 441 of
December 12, 1 946, shall be included in the extraordinary advances of the
Bank of Italy by means of crediting funds to the State against the
collateral of ordinary Treasury bonds.
By decrees of the Minister of the Treasury, arrangements shall be made
to give effect to the provisions of the preceding paragraph.
1 Norme per la rivalutazione delle disponibilita in oro della Banca
d'ltalia; Decreto-Legge 28 gennaio 1960, n. 14 (Norms for the Revaluation
of the Gold Holdings of the Bank of Italy; Decree-Law No. 14 of Janu
ary 28, 1960 ) . The Decree-Law was published in the Gazzetta Ufficiale of
Febmary 2, 1 960 and therefore entered into force on that date.
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Art. 3. The Minister of the Treasury is authorized to conclude with the
Governor of the Bank of Italy the implementing agreement for putting
the present Decree into effect.

Gazzetta Ufficiale

Art. 4. The present Decree shall enter into force on the date of its
publication in the
of the Republic and shall be sub
mitted to the Chamber of Deputies for transformation into law.
The present Decree, stamped with the State seal, shall be included in
the Official Collection of Laws and Decrees of the Italian Republic. It
shall become obligatory for whomever it may concern to observe it and
to cause it to be observed.

The Banking Law, 1936 1
SUMMARY
The Banking Law comprises 1 05 articles divided into 9 titles as
follows : Title I, General Provisions (Arts. 1 - 1 0 ) ; Title II, Estab
lishment of the Inspectorate for the Protection of Deposits and the
Carrying on of Credit Activities ( Arts. 1 1 - 1 9 ) ; Title Ill, Institute
of Issue ( Arts . 20-24 ) ; Title IV, Credit Institutions Incorporated
Under Public Law and Banks of National Interest ( Arts. 2 5-27 ) ;
Title V, Regulation of Institutions, Enterprises and Entities Accept
ing Short-Term Deposits (Arts. 28-40 ) ; 2 Title VI, Regulation of
1 The Banking Law of Italy as presently in force comprises principally
Royal Decree-Law No. 375 of March 12, 1 936 ( Regio Decreto-Legge
1 2 marzo 1 936, n. 375 ) , transformed into Law No. 1 4 1 of March 7,
1 93 8 (Legge 7 marzo 1 938, n. 1 4 1 ) and amended through July 1, 1966
by various related measures. The title of the 1 93 6 Decree-Law (which has
been retained in subsequent modifications) describes the measure as con
taining "provisions to safeguard savings and for the regulation of credit
activities"
For a consolidated text in Italian, see Associazione
Bancaria Italiana,
6th ed. (Rome, 1 964 ) , pp. 23-99. The text in English of Arts. 1 ,
2 , 4 , 5, and 35 i s given below, pp. 449-45 1 . Also, the text in English of
Arts. 3 and 20-24, which deal exclusively with the Bank of Italy, is given
above, pp. 44 1-443 .
2 As Art. 1 of the Law speaks of
and considering that the Law in its entirety (and in particular
Art. 2) is not confined to "savings banks," it is reasonable to infer that in
is not intended to be used
the context of the Law the word
exclusively in reference to "savings deposits" in the strict sense. On the
legal status of deposits of money with banks, see Art. 1 834 of the Civil
Code, 1 942, which reads:
In the case of deposit of a sum of money at a
bank, the latter acquires ownership and is obligated to make restitution in the

(disposizioni per la difesa del risparmio e per la disciplina delta
funzione creditizia).
La legge bancaria e le altre norme essenziali in materia
creditizia,
la raccolta del risparmio fra il pub
blico,
risparmio
"Deposits of money.
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the Acceptance of Medium-Term and Long-Term Deposits (Arts.
4 1 -46 ) ; 2 Title VII, Mergers, Extraordinary Administration and
Liquidation of Enterprises Accepting Short-Term Deposits (Arts.
47-86 his) ; 2 Title VIII, Penal Provisions (Arts. 87-98 ) ; Title IX,
Miscellaneous, Transitional and Final Provisions (Arts. 99-105 ) .
The guiding principle of the Law is expressed in Art. 1 : that the
acceptance of deposits 2 from the public and the granting of credit
are matters affecting the public interest. In contrast to the general
banking laws of numerous other countries, the Italian Banking Law
includes (Arts. 20-24) basic provisions on the nature, organiza
tion, and functions of the B ank of Italy. It further declares ( Arts.
25-27 ) certain banks to be "credit institutions incorporated under
public law" (Istituti di credito di diritto pubblico) and others to be
"banks of national interest" (Banche di interesse nazionale ) .
Art. 2 provides that all business enterprises ( aziende ) whether
constituted under public or private law, which accept deposits from
the public and grant credit shall be supervised by an Inspectorate
for the Protection of Deposits and the Carrying on of Credit
Activities. The Inspectorate was, however, replaced in 1 947 by
the Interministerial Committee for Credit and Savings, and its
functions were transferred to the Bank of Italy. The Committee
avails itself of the services of the Bank of Italy, both for fact-finding
and for implementation of its decisions, and the Governor of the
Bank of Italy participates in the meetings of the Committee, which
is otherwise composed of the Minister of the Treasury as Chairman,
the Minister of Public Works, the Minister of Agriculture and
Forestry, the Minister of Industry and Commerce, the Minister of
Foreign Trade, the Minister of the Budget, and the Minister for
Enterprises with State Participation.3
The terms "bank," "banking," "savings bank," "credit," "savsame kind of money (nella stessa specie monetaria) at the maturity agreed
upon or at the request of the depositor, subject to the observance of the
notice fixed by the parties or by usage.
"Unless otherwise agreed upon, payments and withdrawals shall take
place at the bank at which the deposit has been established."
See Arts. 1, 2, and 3 of Legislative Decree No. 69 1 of July 17, 1 947,
below, pp. 453-454. Although the provisions of the Banking Law, 1 936,
which provided for the establishment of the Inspectorate (Title 11, Arts.
1 1- 1 9 ) have not been expressly repealed, they have been substantially modi
fied by Legislative Decree No. 69 1 of 1 947 and other related measures
and have, therefore, not been summarized here. For a consolidated and
annotated text of Title II of the Banking Law, 1 936, see Associazione
Bancaria Italiana, op. cit., pp. 3 1-34.
8
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ings," and similar terms may be used as part of the name of a firm
only by the institutions, entities, or enterprises that are subject to
the control of, and duly authorized by, the Bank of Italy (Art. 2 ) .
The authorization of the Bank is also required (a) for any issue
of shares, bonds, or other negotiable securities through any of the
aforementioned institutions, and ( b ) for admission of these securi
ties to any of the stock exchanges in the Republic ( Art. 2 ) .
Officers of the Government and of government-controlled enter
prises may not occupy administrative or directorial posts in credit
institutions, except by express authorization of the Interministerial
Committee for Credit and Savings (Art. 9 ) .
All reports and other information or data concerning the institu
tions that are subject to the control of the Bank of Italy are to be
treated as secret. Furthermore, all officers of the Bank are pledged
to secrecy. It is their responsibility to bring to the attention of the
Governor of the Bank of Italy any irregularity that becomes known
to them (Art. 1 0 ) .
The following are expressly designated as credit institutions
incorporated under public law : Banco di Napoli, Banco di Sicilia,
B anca Nazionale del Lavoro, Istituto Bancario S. Paolo di Torino,
Monte dei Paschi di Siena, and Banco di Sardegna ( Art. 25 ) .
Banks of national interest shall be so designated by decree of the
President of the Republic on the proposal of the Minister of the
Treasury; only those banks may be recognized as banks of national
interest which are constituted as joint-stock companies, whose
activities are nationwide in scope, and which maintain branch
offices in at least 30 provinces ( Art. 2 5 ) . On January 1 , 1 966
the following banks were in this category : Banca Commerciale
Italiana, Banco di Roma, and Credito Italiano.
The shares of the joint-stock companies designated as banks of
national interest shall be registered shares ( azioni nominative) in
accordance with the Italian legislation currently in force which
requires that all shares be registered shares. The charters of the
public-law credit institutions and of banks of national interest shall
be approved by decree of the Minister of the Treasury, the Inter
ministerial Committee for Credit and Savings having been heard
( Art. 27 ) .
Art. 2 8 provides that the credit institutions which are subject to
control by the Bank of Italy 4 may not be established, begin opera4 These are enumerated in Art. 5 of the Law (see below,

p.

450 ) .
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tions, or open head offices or branch offices, in Italy or abroad,
without the express authorization of the Bank of Italy ; moreover,
the B ank is empowered to prescribe the minimum capital or endow
ment fund (fondo di dotazione) required for the establishment of
any new credit institution.
The Bank of Italy shall keep a register of all enterprises that
accept short-term deposits ; the register shall include the latest
information on the name of the enterprise, its legal form, its capital
or endowment fund and reserves on the basis of the latest balance
sheet, and the location of the head office and of the branch offices
(Art. 29 ) .
Institutions subject to the provisions of Title V (that is, those
accepting short-term deposits ) shall send periodically to the Bank
of Italy, in the prescribed manner and form, statements and balance
sheets . Moreover, the Bank may order regular or extraordinary
inspections to be made by agents, who shall be empowered to
request all documents or records of transactions which they may
require for the appropriate discharge of their responsibilities
(Art. 3 1 ) .
Credit institutions are required to follow the instructions which
the Bank of Italy issues, in conformity with the decisions of the
Interministerial Committee for Credit and Savings, concerning the
matters enumerated in Art. 3 2 of the Law. These include (a) the
prescription of rules governing balance sheets and other statements;
( b ) the rates of interest payable or charged by banks to customers
and the terms applicable to deposit and current account trans
actions; (c) commissions payable in respect of the various banking
services ; (d) the ratio of the various categories of authorized
investments either to the liquidity of the credit institution concerned
or to the different economic sectors to which the investments are
allocated; ( e ) the minimum percentages of the net profit to be
allocated to reserves ; (f) the ratio between the net worth [patri
monio] of the firm and its obligations. 5
The Interministerial Committee for Credit and Savings may
• By virtue of a decision adopted by the Interministerial Committee for
Credit and Savings at its meeting on May 1 6, 1962, a Center for Banking
Risks ( Centrale dei Rischi bancari) has been established with the purpose
of mitigating the risks incurred by individual credit institutions; for details
on the general principles by which the Center is guided, see Associazione
Bancaria Italiana, op. cit., pp. 48-49 ( note l 6 bis) .
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decide that certain types of investment shall require the prior
approval of the Bank of Italy (Art. 3 3 ) .
Art. 35 gives the Bank of Italy certain specific powers in respect
of its supervision and regulation of the credit institutions. 6 In
particular, the Bank is empowered to (a) convene meetings of
partners, participating institutions, and the administrative organs
of banks; ( b ) regulate the ratio of the capital of a credit insti
tution to its investments ; and (c) prescribe conditions for the
granting of credit ( Art. 3 5 ) .
The minutes of meetings of shareholders and of partners of the
credit institutions referred to in Art. 5 shall be approved by the
appropriate organs not later than the day following the delibera
tions and shall be transmitted to the Bank of Italy within ten days
( Art. 37 ) .
The administrators, directors, liquidators, or members of the
supervisory organs of any of the credit institutions referred to in
Art. 5 may not contract any obligations, whatever their nature, or
engage in purchase or sales transactions, with the firm which they
administer, direct, or supervise, except with the unanimous approval
of the board of directors and the supervisory organ ( Art. 3 8 ) .
The Bank of Italy is empowered to require administrators,
managers, managing directors, department heads and directors of
branch offices to furnish a special bond ( cauzione speciale) , which
shall be deposited with the Bank under such terms as the Bank may
prescribe for individual cases or on a general basis. The bond may
be supplemented by deductions from the salary of the official con
cerned. There are special provisions on disposing of and allocating
the proceeds from the disposition of such a bond ( Art. 3 9 ) .
The provisions of Title VI ( Arts. 4 1 -46 ) , which concern the
regulation of credit institutions that accept medium-term and long
term deposits, follow, for the most part, the pattern of similar
provisions under Title V.
The functions and responsibilities in respect of personal credit,
agricultural credit, and real estate credit have also been conferred
on the Interministerial Committee for Credit and Savings (Art. 4 1 ) .
The Bank of Italy, as technical agent of the Interministerial
Committee, is empowered to carry out regular and extraordinary
inspections of the institutions mentioned in Art. 4 1 ( as modified
by Decree-Law No. 370 of August 23, 1 946 ) . These institutions,
____" _
_
_
_
_

" The text of Art. 35 is given below,

pp. 450-45 1.
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in turn, must submit to the Bank their annual balance sheets and
such other data as the Bank may require (Art. 42 ) .
The institutions mentioned in Art. 4 1 must obtain prior approval
from the Bank of Italy for any capital increase, provided that there
are no other legal limitations in force precluding such increase
(Art 44) . Any participation in syndicates (sindicati di colloca
mento) dealing in stocks, bonds, or securities other than govern
ment securities or securities guaranteed by the State is prohibited
unless the issue of the securities concerned has previously been
authorized by the Bank of Italy (Art. 45 ) .
Title VII of the Law, which concerns credit institutions accept
ing short-term deposits, is subdivided into three chapters : mergers
(Arts. 47-5 6 ) ; extraordinary administration (Arts. 57-6 6 ) ; and
liquidation (Arts. 67-86bis ) .
Title VIII (Arts. 87-9 8 ) contains penal provisions, and Title IX
(Arts. 99- 1 0 5 ) contains miscellaneous, transitional, and final
provisions.
ARTICLES 1 , 2, 4, 5 , AND 3 5
Art. I. The acceptance o f deposits from the public, i n any form, and
the granting of credit are activities of public interest governed by the
provisions of this Law.
These activities are carried on by credit institutions incorporated under
public law, banks of national interest, savings banks, and private insti
tutions, banks, agencies and enterprises authorized for such purposes.
Art. 2. All business enterprises that accept deposits from the public and
grant credit, whether constituted under public law or private law, shall
be subject to the control of a government agency, established for this
purpose and called the Inspectorate for the Protection of Deposits and
the Carrying on of Credit Activities.
This body shall hereinafter be called the Inspectorate.7
The terms "bank," "banking," "savings bank," "credit," "savings," and
the like may under no circumstances be used in the title of institutions,
bodies or enterprises which are not subject to the control of the Bank
of Italy and which consequently have not received its authorization.
Any issue of shares, bonds, Treasury bills, or transferable securities of
any kind, whether this is to be effected through enterprises subject to the
Bank of Italy's control or whether the intention is to place transferable
securities on the market in the stock exchanges of the Republic, is subject
to authorization by the Bank of Italy.

As the Inspectorate was subsequently replaced (see above, p. 445 ) , the
text which follows has been adjusted to reflect this change.
7
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Art. 4. The constitution and management of credit institutions incor
porated under public law and of banks of national interest are governed
by Title IV of the present Law.
Art. 5. The Bank of Italy shall exercise control over the receipt of
short-term deposits by the following:

(a) credit institutions incorporated under public law and banks of
national interest, as referred to in Article 4 ;
( b ) banks and credit institutions i n general, however constituted, includ
ing People's Cooperative Banks, which accept sight or short-term
deposits from the public, on savings account, on current account or
in any form and denomination whatever;
(c) branch offices, within the Republic, of foreign credit institutions;
( d ) savings banks;
( e ) pawnshops;
(f) farmers' and artisans' cooperatives.•
The control for which this Article provides shall be exercised in accord
ance with the regulations in Title V of this Law.
All institutions, entities and persons listed in this Article shall herein
after be referred to collectively as credit institutions.
Art. 35. The Bank of Italy shall also be empowered, vis-a-vis the
institutions subject to its supervision:

(a) to order the convening of meetings of the partners and participating
enterprises, as well as of the boards of directors and other admin
istrative organs, for the purpose of studying any measures con
sidered helpful to the institution, and to make direct arrangements
for calling such meetings when the competent organs have not com
plied with their obligation to do so;
( b ) to order the use of executory judgment against debtors who, in the
opinion of the Bank, show excessive delay in settling their obliga
tions to the credit institutions;
( c ) to establish procedures for the elimination, reduction, or regulariza
tion in some form, of immobilized [immobilizzi] items in the state
ments of the aforementioned institutions.
' Defined as "cooperative societies with unlimited or limited guarantee,
the chief purpose of which is to extend credit to farmers and artisans,
together or separately" (Art. 1 of Royal Decree No. 1706 of August 26,
1937 ) .
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The Bank of Italy shall further be empowered :
(a) to regulate the ratio between the total assets of the institution and
its investments in real estate and corporate shares;
( b ) to determine the maximum limits of the credits that may be granted
and to establish regulations and time limits for reducing these
maxima in the case of proven excesses;
( c ) to issue regulations with regard to the declarations that persons
requesting credit must make concerning their assets and economic
conditions before credit can be granted;

(d) to express its opinion regarding any petition an institution may
wish to bring before the court for a meeting of its creditors in
order to propose an arrangement to them; the petition shall be
declared unacceptable by the judicial authority if it is not accom
panied by the above-mentioned opinion or by a simple "no objec
tion" [nihil obstat] by the Bank to presentation of the petition.

The Banking Code : A Note
1 . Although the Banking Law, 1 9 36, as confirmed and amended
( see above ) is widely recognized as the basic Banking Law,
its provisions constitute only one segment of a great variety
of legal measures-statutes, decrees, instructions, etc.-which con
stitute the banking code in the broader sense. Actually, the princi
pal legal characteristics of the Italian banking structure are under
standable only by reference to all the pertinent measures. The
reader who seeks information on the banking code in the broader
sense is advised to consult Ernesto de Biase, Codice delta banca
(Rome, 1960 ) , G. A. Micheli and P. Pagliazzi, Codice della
banca, horse e valute (Bologna, 1 952, Florence, 1 963, and Flor
ence, 1 964 ) , 2 vols. and supplement, and Associazione Bancaria
Italiana, La legge bancaria e le altre norme essenziali in materia
creditizia, 6th ed. (Rome, 1 964 ) .
2 . Aside from the relevant provisions of the Banking Law, 1 936,
as confirmed and amended, the principal measures governing the
public-law credit institutions are reproduced in, for example, de
Biase, op. cit., pp. 1 77-3 3 5 ; see in particular the text of the
ministerial decrees approving the charter of the Banco di Napoli
at pp. 1 77-20 1 , of the Banco di Sicilia at pp. 205-237, of the Banca
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Nazionale del Lavoro at pp. 29 1 -304, of the Monte dei Paschi di
Siena at pp. 305-32 1 , and of the Banco di Sardegna at pp. 323-335.
3. The executive decrees of October 7 , 1 9 3 6, as amended,
approving the charters of the banks of national interest are repro
duced in, for example, de Biase, op. cit.; see in particular pp. 3 36348 for the Banca Commerciale ltaliana, pp. 348-360 for the
Banco di Roma, and pp. 3 6 1 -372 for the Credito Italiano. More
over, the charter of the Institute for Industrial Reconstruction is
an indispensable source for any survey of the legal setting in which
the banks of national interest operate; for the text of the Decree
Law approving this charter, see de Biase, op. cit., pp. 1 546-1 554,
and for the other measures concerning the Institute adopted in the
period 1 9 3 3-47, ibid., pp. 1 522-1 546.
4 . Special norms for the People's Cooperative Banks have been
established by virtue of Decree-Law No. 1 05 of February 10, 1 948;
for the text, see de Biase, op. cit., pp. 3 72-375. For the text of the
charter of the Central Institute of the Italian People's Cooperative
Banks, see ibid., pp. 3 75-384.
5. Among the credit institutions engaged in medium-term and
long-term financing, the Istituto Mobiliare Italiano, established by
virtue of Decree-Law No. 1 39 8 of November 1 3 , 1 93 1 , is of special
significance ; for the text of this Decree-Law, see de Biase, op. cit.,
pp. 1 4 3 1 - 1 436.
6 . The Civil Code, 1 942, contains a special chapter (XVII )
in Title Ill of Book IV entitled Bank Contracts (Dei contratti
bancari, Arts. 1 834- 1 860 ) . For the text of these provisions and
other relevant material, such as interbank agreements concerning
various matters covered in the above-mentioned Chapter XVII,
see, for example, de Biase, op. cit., pp. 499-545 . In addition, the
Civil Code contains numerous other provisions on contract and
company law which directly or indirectly affect banking.
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DECREE ON CREDIT AND SAVINGS COMMITTEE

The Decree on the lnterministerial
Committee for Credit and Savings, 1947

1

THE AcTING HEAD OF STATE
Royal Decree-Law No. 375 of March 12, 1936 transformed into Law
No. 1 4 1 of March 7, 1 93 8 having been seen;
Law No. 636 of April 7, 1 9 3 8 having been seen;
Law No. 933 of June 1 0, 1 940 having been seen;
Law No. 1752 of December 3, 1942 having been seen;
Provisional Legislative Decree No. 226 of September 14, 1 944 having
been seen;
Presidential Legislative Decree No. 370 of August 23, 1 946 having been
seen;
Royal Decree No. 204 of April 28, 1 9 1 0 having been seen;
Provisional Legislative Decree No. 1 of January 4, 1945 having been
seen;
Provisional Decree-Law No. 1 5 1 of June 25, 1944 having been seen;
Presidential Legislative Decree No. 98 of March 1 6, 1 946 having been
seen;
Presidential Legislative Decree No. 1 of June 10, 1946 having been
seen;
The resolution of the Council of Ministers having been seen;
On the proposal of the President of the Council of Ministers, in agree
ment with all the Ministers;
HAS SANCTIONED AND PROMULGATES

THE

FOLLOWING:

Art. I . An "Interministerial Committee for Credit and Savings" shall
be established, whose duty it shall be to supervise, at the highest level,
the safeguarding of savings, the carrying on of credit activities, and
exchange matters.
The Committee shall be composed of the Minister of the Treasury,
who shall preside over it, and of the Ministers of Public Works, Agricul
ture and Forestry, Industry and Commerce, and Foreign Trade.•
The provisions of Royal Decree-Law No. 375 of March 1 2, 1936 trans
formed into Law No. 1 4 1 of March 7, 1938, and subsequent amendments,
apply with regard to the jurisdiction, powers and functions of the Inter
ministerial Committee.•
1 Istituzione di un Comitato Interministeriale per il credito ed il rispar
mio; Decreto Legislativo del Capo Provisorio dello Stato, 1 7 luglio 1947,
n. 69 1 (Establishment of an Interministerial Committee for Credit and
Savings; Legislative Decree of the Acting Head of State, No. 691 of
July 17, 1947 ) . The Decree was published in the Gazzetta Ufficiale of
August 2, 1947 and therefore entered into force on that date.
• The Minister of the Budget and the Minister for Enterprises with State
Participation became members of the Committee by virtue of Decree-Law
No. 1 0 of January 20, 1 948 and Law No. 1589 of December 22, 1956,
respectively.
• For a summary of this legislation, see above, pp. 444-449.

©International Monetary Fund. Not for Redistribution

454

ITALY

Art. 2. For examining the matters coming within its competence , and for
implementation of its decisions, the Interministerial Committee shall avail
itself of the services of the Bank of Italy, upon which have devolved the
functions of the former Inspectorate for the Protection of Deposits and
the Carrying on of Credit Activities.
The powers and authority attributed to the head of the Inspectorate
mentioned above are conferred on the Governor of the Bank of Italy,
who shall exercise them in accordance with directives issued by the Inter
ministerial Committee.
The Governor of the Bank of Italy shall take part in the meetings
of the Interministerial Committee.
Art. 3. The Bank of Italy, for the performance of the tasks assigned
to it in the preceding Article, shall have authority to make use of the
services of persons other than those on its own staff, notwithstanding
the provisions of its Statute and regulations.
Accordingly, at the request of the Bank of Italy and by arrangement
with the administrations concerned, members of all ranks and departments
of the civil service, as well as personnel of public-law credit institutions
and other public-law bodies and banks of national interest, may be
required to undertake temporary service with the Bank.
Art. 4. Supervision of the Bank of Italy shall remain with the Minister
of the Treasury, in accordance with Article 108 of T.U. [Consolidation
Act] No. 204 of April 28, 1 9 10.
Art. 5. The Board of Directors of the Bank of Italy shall have no
power to intervene in matters assigned to the Interministerial Committee
under Article 1 .
The above-mentioned Board shall b e composed only of members
appointed, in accordance with Article 22 of Royal Decree-Law No. 375 of
March 1 2, 1 9 3 6 transformed into Law No. 1 4 1 of March 7, 1938, and
subsequent amendments, by the General Meetings of Shareholders at
which a Treasury Inspector, appointed by the Minister of the Treasury,
is present.
Article 6 of D.L.L. [Provisional Legislative Decree] No.
of January 4,
1945 is hereby abrogated.
Art. 6. The measures concerning savings and credit matters regulated
by Royal Decree-Law No. 375 of March 1 2, 1936 transformed into Law
No. 1 4 1 of March 7, 1 938, and subsequent amendments, and those relating
to the control and supervision of the bodies enumerated in Article 1 of
the said Royal-Decree Law No. 375 of March 12, 1936, shall be issued by
decree of the Minister of the Treasury, the Interministerial Committee
unless there are special reasons for urgency-having been heard.
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Art. 7. By decree of the Acting Head of State, on the proposal of the
Prime Minister, the Interministerial Committee having been heard, steps
shall be taken to assemble, in a Consolidation Act, the provisions con
cerning the safeguarding of savings and the regulation of credit activities.
Art. 8. This Decree shall enter into force on the date of its publication
in the Gazzetta Ufficiale of the Italian Republic.

The Monetary Unit : A Note
The basic monetary unit of Italy is the lira.
By virtue of Law No. 788 of August 24, 1 862 on the unification
of the monetary system, the State Mints were authorized to coin
gold, silver, and bronze coins of the weight and fineness specified in
Art. 1 of that Law. These coins were to be denominated in terms
of the lira, including multiples or fractions thereof. The territorial
scope of the Law coincided with that of the Kingdom of Italy at that
time ; following the political unification of Italy in 1 870, the lira
became the monetary unit throughout Italy.
In addition to Provisional Legislative Decree No. 4 1 9 of May 8,
1 946 on the Reorganization of the Currency Circulation of the
State, which is published below, there are several major monetary
measures in force, the text of which may be found in G. A. Micheli
and P. Pagliazzi, Codice del/a banca, horse e valute, 7th ed.
(Bologna, 1 952 ) ; see, in particular, Royal Decree No . 204 of
April 28, 1 9 1 0, which approves the annexed consolidated text of
the Law governing the institutes of issue and the circulation of
bank notes, pp. 29-6 1 .
For additional information on the legal and factual status of the
lira as the unit of account and money of payment from the twelfth
century through 1 949, see Rem� Sedillot, Toutes les monnaies du
monde: Dictionnaire des changes (Paris, 1 955 ) , pp. 2 88-29 1 .
Par Value. With effect from March 30, 1 960, Italy agreed with
the International Monetary Fund on an initial par value for the lira
of 0.001 42 1 87 gram of fine gold per lira or 625 lire per U.S. dollar.
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The Decree on the Currency Circulation, 1946 1
UMBERTO DI SAVOlA, PRINCE OF PIEDMONT, LIEUTENANT-GENERAL OF
THE KINGDOM

By virtue of the authority delegated to Us;
Royal Decree-Law No. 874 of May 20, 1935, authorizing the circulation
of government notes, having been seen;
Royal Decree-Law No. 1 67 1 of July 9, 1 93 6, by which the metallic cur
rency of the State was reformed, having been seen;
Royal Decree-Law No. 907 of February 7, 1938, authorizing the manu
facture and issue of acmonital 2 coins of Lit 2, Lit 1 , Lit 0.50 and
Lit 0.20, having been seen;
Provisional Decree-Law No. 1 5 1 of June 25, 1 9 1 1 having been seen;
Provisional Legislative Decree No. 58 of February 1 , 1945 having been
seen;
The opinion of the National Council having been heard;
The resolution of the Council of Ministers having been seen;
On the proposal of the Minister-Secretary of State of the Treasury;
WE HAVE SANCTIONED AND DO PROMULGATE THE FOLLOWING:

Art. I. The Royal Mint is authorized to manufacture and issue
in replacement of the acmonital 2 and bronze coins as well as of the govern
ment notes presently in circulation, newly minted metal coins in denomina
tions of Lit 10, Lit 5, Lit 2 and Lit 1 ."
Art. 2. In succeeding provisional decrees, on the proposal of the
Minister of the Treasury, there shall be determined the allocations and
characteristics of the new coins, and provision shall be made for differences
in weight arising from implementation of this Decree.
Art. 3. By decrees of the Minister of the Treasury there shall be
established the date from which the newly minted coins shall be legal
tender in the Kingdom, the date on which they shall cease to be legal
tender and the term for the exchange of the acmonital 2 and bronze coins
and government notes now in circulation, as well as the date on which
the special fund for government debt notes shall close, and all other
1 Riordinamento della circolazione monetaria dello Stato; Decreto Legis
lative Luogotenenziale 8 maggio 1 946, n. 4 1 9 ( Reorganization of the Cur
rency Circulation of the State; Provisional Legislative Decree No. 419
of May 8 , 1946 ) . The Decree was published in the Gazzetta Ufficiale of
June 6 , 1946.
The term acmonital refers to coins made primarily of stainless steel.
• By Decree of the Acting Head of State, No. 298 of September 6, 1946,
the Mint was authorized to manufacture and issue metallic money (Italma )
in specified denominations. The new coins consisted primarily of aluminum.
2
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conditions and methods for carrying out the operation envisaged in this
Decree.
Art. 4. This Decree shall enter into effect from the day following that
of its publication in the Gazzetta Ufficiale, and in the provinces not yet
restored to Italian administration, from the date on which it is put into
effect by ordinance of the Allied Military Government.

WE ORDER that this Decree, stamped with the seal of the State, be
included in the Official Collection of Laws and Decrees of the Kingdom
of Italy, with the command that all make it their concern to observe it
and cause it to be observed as a law of the State.

Bretton Woods Agreements Measures

Art. I.

Law No. 132 of March 23, 1947 1

The Government of the Republic is authorized to accept member
ship in the International Monetary Fund and the International Bank for
Reconstruction and Development on the terms and conditions established
in the attached draft resolutions of the Boards of Governors of the two
aforementioned institutions ( Schedules 1 and 2 ) .2
Art. 2. The Agreements for the establishment of the International
Monetary Fund and the International Bank for Reconstruction and Devel
opment are hereby approved ( Schedules 3 and 4) .3
1 Partecipazione dell'Italia agli Accordi
sulla costituzione del Fondo
monetario internazionale e della Banca internazionale per la ricostruzione
e lo sviluppo ; Legge 23 marzo 1 947, n. 1 3 2 ( Participation of Italy in the
Agreements for the Establishment of the International Monetary Fund and
the International Bank for Reconstruction and Development; Law No. 1 32
of March 23, 1 947 ) .
2 Schedules 1 and 2, containing the Resolutions for Italy's membership
in the Bank and the Fund, have been omitted here.
Italy's initial quota in the Fund, US$ 180 million, was increased to
US$270 million with effect from October 1 5, 1 959, to US$500 million with
effect from August 10, 1 964, and to US$625 million with effect from
March 24, 1 966 (pursuant to Resolutions of the Board of Governors of
the Fund Nos. 1 4- 1 , 1 9-3, and 20-6, respectively ) . Also, Italy is a partici
pant in the Fund's General Arrangements to Borrow, for amounts not
exceeding Lit 343,750 million (equivalent to US$550 million ) ; see Appendix
VI, below.
• Schedules 3 and 4 have been omitted here.
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Art. 3. The Minister of Finance and the Treasury, with the concur
rence of the Minister of Foreign Trade, is responsible for the implementa
tion of the present Law and the relations to be maintained with the
administrations of the Fund and the Bank, and may delegate to the Bank
of Italy the functions involved in Italy's participation in the administration
of the two aforementioned institutions.

Art. 4. The Minister of Finance and the Treasury is also authorized
to adopt the financial measures necessitated by the application of the
Agreements, and to make the changes in the budget necessary for the
purpose.
The present Law, stamped with the seal of the State, shall be included
in the Official Collection of Laws and Decrees of the Italian Republic.
It is the obligation of whomsoever it may concern to observe it and to
cause it to be observed as a law of the State.

Ministerial Decree No. 64047 of October 20, 1947
THE MINISTER OF THE TREASURY
Article 4 of the Law of March 2 3 , 1 947, authorizing the Minister of the
Treasury to adopt provisions of a financial nature required for the applica
tion of the Articles of Agreement concerning the establishment of the
International Monetary Fund and the International Bank for Reconstruc
tion and Development, having been seen;
Article Ill, Section 5, of the Articles of Agreement of the International
Monetary Fund and Article V, Section 1 2, of the Articles of Agreement
of the International Bank for Reconstruction and Development, under
which it has been agreed that a part of the quota to be paid in
Italian currency may be paid in non-negotiable, non-interest-bearing bonds
issued by the Government and payable at par on demand, having been
seen;
Considering that, in order to come to an agreement with the above
mentioned international organizations on the amount of the quota to be
paid in bonds, it is necessary that the text of the provisions authorizing
the issue of said bonds , the sample of bonds to be issued and the
legalized signature of the persons authorized to sign them on behalf of
the Government be previously communicated to these organizations;
Mindful of the advisability of proceeding without further delay with
the preliminary formalities;
Considering, moreover, that the definite quota to be paid in Italian
lire to the International Monetary Fund can be determined only after
the pending problems concerning the restitution to Italy of the gold
detained by the Allies or deported by the Germans to Germany have
been solved and after the declaration of the monetary parity has taken
place, and considering that with respect to the International Bank for
Reconstruction and Development the payments in excess of twenty per
cent of the quota must be effected in accordance with the requests of the
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Bank while the definite determination in Italian lire of the quota pro
visionally assigned in Italian currency is subject to the above-mentioned
declaration of the monetary parity;
DECREES :

I.

Art.
In order to comply with the obligation assumed by Italy by
joining the International Monetary Fund and by subscribing to the
capital of the International Bank for Reconstruction and Development,
under the Articles of Agreement approved by Law No. 132 of March 23,
1 947 and with respect to the quota to be paid in Italian lire, the issue
of special, non-negotiable, non-interest-bearing Treasury bonds payable
at par and on demand is hereby authorized.
Art. 2. With regard to the understanding to be reached with the inter
national organizations specified in the preceding Article concerning the
part of the quota to be paid in Italian currency and the part to be paid
in Treasury bonds, the amount of each issue and the characteristics and
the form of such bonds shall be established in subsequent ministerial
decrees.
Art. 3. The Treasury bonds to be issued pursuant to the provisions
of the preceding Articles shall contain an express obligation to pay on
demand and without interest to the International Monetary Fund or to
the International Bank for Reconstruction and Development the nominal
value representing the amount of each bond by crediting the correspond
ing amount to the current account opened with the Bank of Italy in its
capacity as depository in Italy of the above-mentioned organizations.
Art. 4. The bonds shall be signed by the Director-General of the
Treasury, by the General Treasurer and by the Chief Comptroller of the
General Treasury.
Art. 5. The present Decree shall be registered with the Court of
Accounts.

Bibliographical Note
PUBLICATIONS OF THE BANK OF ITALY
Relazione a/la assemblea generale ordinaria dei partecipanti (annual,
1 895-) . Title varies. Abridgements in English with the title A bridged
Version of Report for the Year . . . Presented to the Ordinary
General Meeting of Shareholders . . . have been published for 1 93039 and for 1 946 and the following years.
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Bolletino ( bimonthly with supplement, January/February 1 950- ) . From
January 1 946 through December 1949 published as Bolletino mensile
del Servicio Studi Economici.
PUBLICATIONS RELATING TO BANKING AND CENTRAL
BANKING
Associazione B ancaria Italiana, La legge bancaria e le altre norme
essenziali in materia creditizia, 6th ed. (Rome, 1964 ) . Includes the
annotated text of the consolidated versions of the Statute of the Bank
of Italy (pp. 5 17-536 ) and the Banking Law, 1936 (pp. 23-99 ) , and
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BILLS OF EXCHANGE, PROMISSORY NOTES, AND CHECKS
Regio Decreto 14 dicembre 1 933, n. 1669, Modificazioni alle norme
sulla cambiale e sui vaglia cambiario ( Royal Decree No. 1669 of
December 14, 1 933 Containing Modifications of the Norms Govern
ing Bills of Exchange and Bank Drafts) .
Regio Decreta 2 1 dicembre 1 933, n. 1 736, Dell'assegno bancario,
dell'assegno circolare e di alcuni titoli speciali dello Istitute di
emissione, del Banco di Napoli e del Banco di Sicilia ( Royal Decree
No. 1736 of December 2 1 , 1933 on Checks, Circular Checks and
Special Securities of the Institute of Issue, Banco di Napoli and
Banco di Sicilia) .
See also section entitled "Italien" (text in Italian and German) in
Schettler and Btieler, Das Wechsel- und Sclzeckrecht aller Li:inder
( Cologne, 1 957-, loose-leaf) .
CoMPANY LAw
The principal norms governing companies have been incorporated into
the Civil Code, 1942. Title V of the Civil Code, entitled "della
societa," contains provisions on company law relating to partnership
(Arts. 2251-2290) , general partnership (Arts. 229 1 -23 1 2 ) , partially
limited company (Arts. 23 1 3-2324) , joint-stock company (Arts.
2325-246 1 ) , company partially limited by shares (Arts. 2462-247 1 ) ,
and limited liability company (Arts. 2472-2493 ) .
See also section entitled "Italie" in Jura Europae: Droit des societes;
Gesellschaftsrecht ( Berlin, Munich, and Paris, 1964-, loose-leaf;
bilingual edition in French and German) , vol. I.
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Publication of Statutes and Regulations

Statutes, ordinances, and related materials are published in the
Staatsblad van het Koninkrijk der Nederlanden ( usually cited as
Staatsblad or Stbl. ) ; other official notifications are released through
the Nederlandse Staatscourant: officieel orgaan van het Konin
krijk der Nederlanden ( sometimes cited as Staatscourant ) . Trea
ties and international agreements are published in the Tractaten
blad van het Koninkrijk der Nederlanden ( usually cited as
Tractatenblad) .
The Nederlandsche Wetboeken, edited by J. A. Fruin and
N. J. Bink ( The Hague, 1 959, with supplements ) , contains a con
solidation of statutes and related measures pertaining to principal
fields of law, including constitutional law, civil law, criminal law,
and certain aspects of commercial law.
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The Netherlands Bank Act 1948 1
NoT E : -The Netherlands Bank (De Nederlandsche Bank N.V. )
was founded by virtue of a Decree ( besluit) of March 25, 1 8 1 4,
frequently referred to as the "Octroi of 1 8 1 4." The principal
law governing the legal status and functions of the Bank prior to
the adoption of the Bank Act 1 948 was the Act of December 22,
1 863. The Bank Acts 1 90 3 , 1 9 1 9 , and 1 937, which were based
on the 1 8 63 Act, are also of interest in any review of the legal
history of the Bank.

I.

CHAPTER I. GENERAL PROVISIONS

Art.
In this Act the expressions set forth below shall have the follow
ing meanings :

( 1 ) the Banic the Netherlands Bank [De Nederlandsche Bank N.V.];
(2) Our Minister: Our Minister of Finance.
Art. 2.-( 1 ) The Bank is a company limited by shares
vennootsclzap].

[naamloze

(2) The Bank's accounting year runs from January 1 to the following
December 3 1 inclusive.
Art. 3.-( 1 ) The Bank is domiciled at Amsterdam.

(2) It has a Branch Office at Rotterdam, and elsewhere branches and
correspondent sub-branches.
( 3 ) In each province there is at least one branch.
( 4) The number of correspondent sub-branches will be regulated in
accordance with the existing needs.
Art. 4. The Bank's capital amounts to twenty million guilders, fully
paid up.
Art. 5.- ( 1 ) The Bank has a general reserve fund, which will be supple
mented in accordance with the provisions made in Article 36.
1 Wet van 23 April 1948, houdende nieuwe bepalingen nopende het Statuut
van De Nederlandsche Bank N.V. (Act of April 23, 1948 Containing New
Provisions with Regard to the Netherlands Bank ) , as amended through
July 1 , 1966. For the original text in Dutch, see
1948, No. I 1 66;
for a consolidated version in Dutch, see the pamphlet edition published by
the Netherlands Bank (August 1957 ) .

Staatsblad,
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(2) The general reserve fund is intended to cover possible losses on
the Bank's capital.
Art. 6. The Bank is authorized, with the approval of Our Minister, to
form special reserves. Payments into and withdrawals from these reserves
require the approval of Our Minister.
Art. 7.-( 1 ) Upon request by the Bank, the general conditions on which
it conducts its activities, or any of them, will be published in the Nederlandse
Staatscourant.

(2) Documents which refer to the general conditions published in
accordance with paragraph ( 1 ) , and which are signed or countersigned on
behalf of the Bank, will be deemed to contain the said conditions in full.
Art. 8. The Bank has a pension fund for its staff. The payments into the
said fund and the further rules to be made regarding it will be laid down
in a regulation to be established by the joint meeting of the Governing
Board and the Board of Commissaries, and to be submitted to Our approval.

CHAPTER II. ACTIVITIES OF THE BANK
Art. 9.-( 1 ) The Bank has as its task to regulate the value of the
Netherlands currency in such manner as shall be most conducive to the
country's welfare, and in that connection to stabilize the said value so
far as possible.

(2) It supplies the money circulation in the Netherlands, so far as this
consists of bank notes, facilitates money transfer business in the Netherlands
and promotes payment transactions with foreign countries.
( 3 ) It exercises supervision over the credit system on the basis of the
provisions of the Act on the Supervision of the Credit System.2
( 4 ) [Repealed]
Art. 10.-( 1 ) The Bank is entitled, to the exclusion of all other parties,
to issue bank notes.

(2) Its notes have the quality of legal tender.
Art. 1 1.-( 1 ) The notes of the Bank are exchangeable on presentation
at the Head Office, the Branch Office and the branches, each day with the
exception of Saturday, Sunday, New Year's Day, Easter Monday, Whit
monday, Christmas Day, Boxing Day, Ascension Day and the day on which
the King's birthday is celebrated.

(2) We can designate Good Friday, as well as certain other days, as
days on which the Bank's offices shall not be open for the exchange of
2

This Act (of June 2 1 , 1956) is summarized below, pp. 484-488.
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bank notes. Our Decree will be made public by insertion in the
Nederlandse Staatscourant.
Art. 12.-( 1 ) The form and size of the bank notes to be issued will
be determined by the Governing Board of the Bank and notified to the
public.

( 2 ) The Bank shall issue no notes of a denomination lower than f. 5.00
(five guilders) .
( 3 ) Notes of the Bank which by reason of wear or for other reasons
have been rejected for circulation, and which in evidence thereof have
been marked with a mark published at the request of the Governing Board
in the Nederlandse Staatscourant, shall be valueless.
Art. 13.-( 1 ) In respect of complete or partial destruction of bank
notes the Bank need grant no compensation.

( 2 ) Where there is suspicion of an indictable offense, or on written
request by interested parties, it is open to the Governing Board to require
endorsement of the notes by whoever presents them for exchange or
crediting.
( 3 ) The provisions of Articles 229i-229k of the Commercial Code, and
the legal regulations regarding statement of a limited company's name and
place of domicile in written or printed documents and announcements to
which the said company is a party, or which emanate from it, do not apply
to bank notes.
Art. 14.-( 1 ) The Governing Board of the Bank may, after having
obtained Our authority therefor, invite holders of notes issued by it to
present them for exchange.

( 2 ) When granting the said authority, We shall lay down the date by
which such presentation must take place.
( 3 ) The invitation will be inserted at least once in the Nederlandse
Staatscourant.
( 4 ) After the date mentioned in paragraph ( 2 ) the notes mentioned in
the invitation will be exchanged solely by the Bank's Head Office, this
being done after it has been found by investigation that the request for
exchange ought reasonably to be met.
( 5 ) Ten years after the said date the amount of the notes called in but
not presented will be added to the profit of the current accounting year.
Any notes which thereafter come in will be exchanged, in the cases men
tioned at the end of the previous paragraph, by debiting the profit and loss
account.
( 6) After the expiry of thirty years following the end of the period
mentioned in paragraph ( 2 ) the right to claim exchange of the notes called
in shall cease.
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Art. 15. In addition to the issue of bank notes the Bank is authorized to
conduct the following activities:
( 1 ) Issuing bank drafts on its offices and on its correspondents;
( 2 ) Receiving monies on current account from account holders, carrying
out orders for transfer and out-payment, collecting on behalf of account
holders and effecting settlements with or between other parties;
( 3 ) Discounting:

(a) bills of exchange and promissory notes on which two or more
parties are jointly and severally liable, and which run for periods no
longer than trade usage entails;
( b ) Treasury paper (Treasury Bills and Treasury Bonds) payable by
the Government;
(c) subject to the discounter's joint liability, bonds repayable within six
months;
( 4 ) Buying and selling:

(a) bills of exchange accepted by banks or bankers domiciled in the
Netherlands, and running for periods no longer than trade usage
entails;
( b ) Treasury paper payable by the Government;
(c) bonds quoted on the Amsterdam stock exchange and payable by, or
guaranteed as to interest and redemption by, the Government;
( 5 ) Buying and selling mail and telegraphic transfers, checks, bills of
exchange, other commercial paper and Treasury paper, all being payable
abroad;
( 6 ) Granting advances by way of loans or on current account against
pledge of securities, goods, warehouse warrants, coin, bullion and assets as
mentioned in ( 3 ) , (4) and ( 5 ) ;

( 7 ) Dealing in precious metals, causing them to be coined and causing
ores and metals to be assayed and refined;
( 8 ) Taking into safe custody securities, documents, goods, warehouse
warrants, deeds, valuables and other objects of value.
Art. 16.-( 1 ) The Bank shall grant to nobody any unsecured credit
or advance. An unsecured credit or advance does not include the entrusting
of monies or goods in its own interest to agents that are not in its permanent
employ, including the Postal Check and Giro Transfer Service.
(2) If execution is levied on goods, securities or any other pledged item
furnished to the Bank by way of security for the meeting of obligations
assumed toward it, it shall be entitled wholly or partly to buy, with a view
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to conversion into money, the said goods or securities or the item under
pledge.
Art. 1 7. Regarding the limitation on the total amount of circulating
bank notes, bank drafts and credit balances on current account at the Bank
We shall make regulations, in accordance with rules to be laid down by law,
for the purpose inter alia of ensuring the stable value of the Netherlands
monetary unit. 3
Art. 18.-( 1 ) The Bank is authorized to invest its capital and its reserves.

(2) Such investment will be effected in accordance with rules to be laid
down by the joint meeting of the Governing Board and the Board of
Commissaries.
( 3 ) The earnings obtained from the said investment will be included
among the Bank's profits. Any increase or decrease in the value of the
holdings in which the capital is invested will be credited or debited to the
general reserve fund. Any increase or decrease in the value of the holdings
in which the reserves are invested will be credited or debited to the said
reserves.
Art. 19.- ( 1 ) The Bank is charged with the cost-free custody of the
general cash funds of the Treasury at Amsterdam.

(2) It will also undertake free of cost the performance of the functions
of cashier to the Government there, as well as at Rotterdam and in all
places where it has or may establish branches.
( 3 ) In respect of all these matters it is responsible to Our Minister and
accountable to the General Audit Office.
( 4) If Our Minister deems it necessary, the Bank will furthermore under
take free of cost the service of cashier to the Postal Savings Bank, and to
other institutions to be created by law or by Us, as well as the custody of
all monetary assets of the Government and the said institutions and of the
assets taken as pledges by the Government and by the said institutions.
Art. 20.-( 1) Notwithstanding the provisions laid down by Article
1 6 ( 1 ) , the Bank is required, whenever Our Minister shall deem it necessary

for temporary strengthening of the Treasury's position, to grant advances
on current account to the Government against sufficient pledge of Treasury
Bonds the issue of which or borrowing against which shall have been
permitted by law.
(2) The said advances shall be granted by the Bank free of interest, but
may not together amount at the same time to more than one hundred and
fifty million guilders.

3 This Article is supplemented by an Act of January 1 1, 1956 and a
Decree of June 27, 1956; see below, pp. 476 and 477.
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Art. 2 1 . With Our approval, after the Bank Council has been heard,
the Bank may in the general interest conduct activities other than those
mentioned in this Act. Our decrees conveying such approval will be inserted
in the Staatsblad and in the Nederlandse Staatscourant.1

CHAPTER Ill. ADMINISTRATION OF THE BANK
Art. 22.-( 1 ) The Governing Board of the Bank consists of a President,
a Secretary, and at least three and at most five Directors.
( 2 ) The decision as to the number of Directors lies with the joint meeting
of the Governing Board and the Board of Commissaries.

Art. 23.-( 1 ) The President and the Secretary will on each occasion be
appointed by Us for seven years. For each such appointment a recom
mendation list comprising two persons will be drawn up at a joint meeting
of the Governing Board and the Board of Commissaries and presented to
Us by the Governing Board. To this recommendation list We shall pay as
much attention as We shall deem expedient.
( 2 ) The Directors will on each occasion be appointed by Us for a period
of seven years from a select list of three persons, to be drawn up by the
Governing Board and the Board of Commissaries at a joint meeting and
to be presented to Us by the Governing Board.
If appointment has not taken place within three weeks after the date of
the said list, a new and similarly prepared list of three persons will
be presented to Us by the Governing Board. If again no appointment is
made from the new list within three weeks after its date, then We shall
make provision for the appointment.
( 3 ) On their retirement all the members of the Governing Board are
immediately reappointable.
( 4) On the proposal of a joint meeting of the Governing Board and the
Board of Commissaries, any member of the Governing Board may be
suspended by Us from performance of his duties, or relieved thereof. If a
suspension is proposed, a proposal will also be made regarding the temporary
performance of those duties.

( 5 ) Any member of the Governing Board who refuses or deliberately
neglects to comply with one or more directions as mentioned in Article 26,
against which directions the Governing Board has not within three days after
receiving them submitted objections to Us in accordance with paragraph (2)
of that Article, or in respect of which directions We shall have decided that
4 By virtue of three Royal Decrees (of May 14, 1930, October 2 1 , 1952,
and September 22, 1954 ) , the Netherlands Bank has been granted authority
to participate in the capital and in the activities of the Bank for Inter
national Settlements, to participate in the capital of the Maatschappij tot
Financiering van het Nationaal Herstel N.V. (Company for Financing
National Reconstruction) , and to buy and sell Treasury Certificates issued
in pursuance of the Loan Act 1954.
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they are to be complied with, can be relieved of his duties by Us after the
Council of State has been heard.

Art. 24.-( 1 ) The joint meeting of the Governing Board and the Board
of Commissaries may appoint substitute Directors for such time and sub
ject to such rules and conditions as the said meeting may lay down on
making such appointment.
( 2 ) Appointment of a substitute Director for a period longer than six
months may be made only with Our approval.

Art. 25.-( 1 ) The Governing Board represents the Bank in legal pro
ceedings and otherwise. It is charged with the administration of the Bank in
the fullest sense of the word and with the control of the things owned by
the Bank, and is authorized to dispose of the said things insofar as such
authorization is not limited by the Bank's By-Laws.
( 2 ) The procedure for and the method of conducting the Governing
Board's activities will be laid down in a regulation to be established by the
joint meeting of the Governing Board and the Board of Commissaries. This
regulation may contain no further restrictions, as mentioned in Article 47
of the Commercial Code, than are comprised in the Bank's By-Laws.
( 3 ) The management of the Branch Office, the agents, the correspondents
and all the officials and other members of the Bank's staff will be appointed
and dismissed by the Governing Board.

Art. 26.-( 1 ) In cases in which Our Minister deems it necessary for the
purpose of coordinating the Government's monetary and financial policy
and the policy of the Bank, he will give to the Governing Board, after the
Bank Council has been heard, the directions required for the attaining of
that object. Except as provided in the following paragraph, the Governing
Board is bound to comply with the said directions.
( 2 ) If the Governing Board has objections to complying with directions
as mentioned in the previous paragraph, it is free to bring the said objections
in writing to Our notice within three days after it has received the directions.
We shall decide whether the directions are to be complied with.
( 3 ) In regard to any dispute as mentioned in the previous paragraph,
Article 23 of the Act of December 2 1 , 1 8 6 1 (Staatsblad, No. 1 29 ) , last
amended by the Act of May 3 1, 1934 (Staatsblad, No. 275 ) , does not apply.
( 4) In case We decide that the directions are to be complied with, the
Governing Board's objections and Our decision-supported by a statement
of reasons-will, if in Our view the national interest is not opposed thereto,
be made known by publication in the Nederlandse Staatscourant.

Art. 27.- ( 1 ) The Board of Commissaries consists of twelve members.
( 2 ) Except as provided in Article 38, the members of the Board of
Commissaries will be appointed by the shareholders from a select list of
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three persons for each place to be filled, the said list being drawn up at a
joint meeting of the Board of Commissaries and the Bank Council.
( 3 ) Except as provided in Article 38, the appointment of the members of
the Board of Commissaries will be made for a period of four years. Each
year three of them will retire. Those retiring are immediately reappointable.
In case of any intervening vacancy, the person newly appointed will as
regards the duration of his mandate take the place of his predecessor.
Art. 28.-( 1 ) The Board of Commissaries supervises the management
of the Bank and establishes the annual balance sheet and profit and loss
account. Without prejudice to the provisions of Article 49a of the Com
mercial Code, the balance sheet and profit and loss account so established
shall constitute full discharge for the Governing Board.

( 2 ) If the Board of Commissaries has objections to the balance sheet
and profit and loss account presented to it by the Governing Board, it will
communicate the said objections to the Governing Board in writing. If the
objections cannot be resolved by joint consultation, the annual statements of
account will be subjected to the opinion of a committee of five experts. Of
this committee, two members will be appointed by the Governing Board and
two by the Board of Commissaries; the choice of the fifth member, who
shall act as chairman of the committee, will be made by the four first
mentioned. The committee will introduce into the balance sheet and into the
profit and loss account such changes as it judges necessary, and will as
quickly as possible present the said statements so amended to the Board of
Commissaries, which, subject to observance of the changes made by the
committee, will then establish the balance sheet and the profit and loss
account.
Art. 29. By a regulation to be adopted by a joint meeting of the Govern
ing Board and the Board of Commissaries, further mles shall be made
regarding the functions of the Board of Commissaries.
CHAPTER IV. RoYAL COMMISSIONER
Art. 30.-( 1 ) Supervision of the Bank's actions will be exercised on
behalf of the Government by a Royal Commissioner, to be appointed and
dismissed by Us.

(2) The Royal Commissioner is entitled to attend all meetings of share
holders and of the Board of Commissaries, including the joint meetings of
the Governing Board and the Board of Commissaries, and to speak there in
an advisory capacity.
( 3 ) The Governing Board of the Bank is bound in each case on the Royal
Commissioner's request to provide him with all the information which he
deems necessary for proper exercise of his supervision.
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( 4 ) The further instructions for the Royal Commissioner will be laid
down by Us.
( 5 ) His remuneration will be borne by the Government.
Art. 3 1 .-( 1 ) The Royal Commissioner will ensure that the Bank's
balance sheet and profit and loss account are in accordance with the pro
visions of the law and of the Bank's By-Laws.

( 2 ) If the Royal Commissioner does not consider the balance sheet and
profit and loss account presented by the Governing Board to be in accord
ance with the provisions of the law and of the Bank's By-Laws, he will
notify the same in writing to the Governing Board with a statement of his
objections. If the said objections cannot be resolved by joint consultation,
the question whether the balance sheet and the profit and loss account are
in accordance with the said provisions will be decided in the last resort by
three arbitrators. Of the said arbitrators, one will be chosen by Our Minister
and one by the Governing Board of the Bank; the third will be appointed
by the President of the Court of First Instance at Amsterdam.
CHAPTER V. BANK COUNCIL
Art. 32.-( 1 ) There shall be a Bank Council consisting of seventeen

members, namely :

(a) the Royal Commissioner;
( b ) four members to be appointed by and from the Board of Commis
saries;
(c) twelve members to be appointed by Us in the manner indicated in
the following paragraph.
( 2 ) Pending the establishment of a public-law business organization, the
appointment of members mentioned at (c) will be made from an alpha
betical list comprising two persons for each place to be filled, the said list
to be drawn up by the institutions or authorities to be designated by Us for
that purpose, in which designation an effort will be made to ensure
representation of trade (including transport ) , industry and farming each
with two persons, and of all wage and salary earners' central organizations
and of the monetary and banking experts not belonging to one of the four
groups mentioned, each with three persons.
( 3 ) The members of the Bank Council mentioned in paragraph ( 1 ) ( b )
shall each hold office until the time when they retire as Commissary. Those
retiring are immediately reappointable.
( 4) The members of the Bank Council mentioned in paragraph ( 1 ) (c)
shall each hold office for four successive years. Each year one fourth of the
said members shall retire. Those retiring are immediately reappointable. In
case of any intervening vacancy, the person newly appointed will as regards
the duration of his mandate take the place of his predecessor.
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( 5 ) The Bank Council will meet not less than six times each year, and in
addition, as often as the Chairman or at least four members shall deem
necessary.

( 6 ) At the meetings of the Bank Council the Royal Commissioner will
take the chair. In the absence or unavailability of the Chairman, the chair
will be taken by one of the members designated by Our Minister for that
purpose. The Secretary of the Bank will serve as secretary of the Bank
Council.
Art. 33.-( 1 ) The Governing Board of the Bank, the Treasurer General
or his substitute, and three representatives appointed respectively by Our
Ministers for Economic Affairs, for Agriculture, Fisheries and Food Supply,
and for Social Affairs shall attend the meetings of the Bank Council, and
may speak at them in an advisory capacity.

( 2 ) The President of the Bank will present to the Bank Council a
report regarding general economic and financial conditions as well as the
policy pursued by the Bank. Matters which are brought up by one or
more members in connection with the position and functions of the Bank
will also be considered.
( 3 ) After having consulted the Governing Board on the matter, Our
Minister may hear the views of the Bank Council with regard to matters
which are relevant to the principles by which the Bank shall be guided in
its policy.

( 4) The Bank Council is authorized to offer advice to Our Minister of
its own motion with regard to matters which are relevant to the principles
by which the Bank shall be guided in its policy.
Art. 34. The Chairman may require secrecy of the members and the
secretary of the Bank Council regarding matters known to them by virtue
of their function.
CHAPTER VI. ABBREVIATED BALANCE SHEET
Art. 35. Once each week the Governing Board of the Bank will publish,
by insertion in the Nederlandse Staatscourant, an abbreviated balance sheet
in a form to be approved by Us.

CHAPTER VII. DISTRIBUTION OF PROFIT
Art. 36. Of the Bank's profits as recorded in the annual profit and
loss account established by the Board of Commissaries, insofar as the said
account is in accordance with the provisions of the law and of the Bank's
By-Laws, twenty per cent shall be paid into the general reserve fund until
this has reached the amount of the Bank's capital. The surplus shall go
to the Government.
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CHAPTER VIII. TRANSITIONAL AND CoNCLUDING PROVISIONS
Art. 37. Notwithstanding the provisions of Article 23, the members of
the Bank's Governing Board who are in office on the coming into force of
this Act shall remain in office for the duration of their term.
Art. 38.-( 1 ) The appointment for the first time of the members of
the Board of Commissaries mentioned in Article 27 will be made by Our
Minister in consultation with the Governing Board of the Bank within one
month after the coming into force of this Act. At that time the Commis
saries appointed in accordance with Article 28 of the Netherlands Bank Act
1 93 7 shall retire.

(2) Notwithstanding the provisions of Article 27, the members of the
Board of Commissaries who are appointed for the first time shall severally
hold office for periods of one to four years. The year in which they retire
for the first time in rotation shall be determined by lot.
Art. 39.-( 1 ) The appointment for the first time of the members of
the Bank Council will be made within three months after the coming into
force of this Act.

( 2 ) The members mentioned in Article 32( 1 ) (c) shall for the first
time severally hold office for periods of one to four years, subject to the
proviso that three of them shall in each case retire after one, two, three
and four years. The year in which these members are to retire in rotation
shall be decided by lot.
( 3 ) Without prejudice to the provisions contained in Article 4 1 ( 1 ) (e ) ,
Article 6 o f Our Decree of October 1 , 1945 (Staatsblad, No. F 204) shall
remain in force until the time mentioned in paragraph ( 1 ) . The mem
bers of the Bank Council to which our above-mentioned decree refers
shall then retire.
Art. 40. The provisions made in Article 16( 1 ) of this Act do not apply
in the case mentioned in Article 2 of the Act of August 30, 1946 (Staats
blad, No. G 226 ) .
Art. 41.- ( 1 ) The following are repealed :

(a) The Bank Act 1937 (Staatsblad 1937, No. 40 1 ) ;
( b ) the Act of July 1 8, 1904 (Staatsblad, No. 1 89 ) :
(c) Article 5 of the Act of September 30, 1936 (Staatsblad, No. 403 ) ;
(d) Our Decree of April 26, 1945 (Staatsblad, No. F 6 1 ) ;
(e) Our Decree of October 1 , 1945 (Staatsblad, No. F 204) with the
exception of Article 1, Article 9 and Article 10.
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( 2 ) Our Decrees based on the Act mentioned in the previous paragraph
at (a) and on the decree mentioned at (e) are deemed to be based on the
present Act insofar as they are not in conflict with it.

Art.
Art.

42. The By-Laws of the Bank shall as speedily as possible be
brought into accordance with the provisions of the present Act.

1 948].

43.-( 1 ) This Act may be cited as the Bank Act 1948 [Bankwet

(2) It shall come into force at a time to be fixed by Us.s
5 By Royal Decree of July 12, 1948 (Staatsblad, No. I 29 1 ) , the date
fixed for the entry into force of this Act was August 1, 1948.

Measures to Give Effect to Article 17 of the
Netherlands Bank Act 1948
Act of January l l , 1956

1

WHEREAS : We have taken into consideration the fact that, in pursuance
of Article 17 of the Netherlands Bank Act 1948, regulations have to be
laid down by law according to which We shall give directions, for the
purpose among others of ensuring the stable value of the Netherlands
currency, as to limitations on the total amount of circulating bank notes,
bank drafts and credit balances on current account at the Netherlands
Bank;
Now THEREFORE : We, having heard the Council of State, and in com
mon accord with the Staten-Generaal, have approved and do approve the
following:

Art. I.

meanings :

In this Act the expressions set forth below have the following

the Bank : the Netherlands Bank [De Nederlandsche Bank N.V.];
circulating bank notes : notes issued by the Bank in respect of which
the right to demand payment has not expired, or in respect of which
when they are exchanged the countervalue is not debited in pursuance of
Article 14(5 ) of the Netherlands Bank Act 1948 to the Bank's profit and
loss account.

1 Wet van 1 1 januari 1956, houdende bepalingen ter uitvoering van
artikel 17 van de Bankwet 1 948 (Act of January 1 1 , 1956 Containing Provi
sions for Giving Effect to Article 17 of the [Netherlands] Bank Act 1948 ) .
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Art. 2.-( 1 ) The provisions on limiting the total amount of circulating
bank notes, bank drafts and credit balances on current account at the
Bank, as contemplated in Article 17 of the Netherlands Bank Act 1948,
shall define the percentage ratio in which the Bank must hold a stock of
gold and foreign exchange in relation to the said liabilities.

(2) The said provisions shall also contain:
(a) a definition of the Bank's liabilities which are regarded as credit
balances on current account;
( b ) a definition of the claims, negotiable instruments and means of
payment the whole amount of which, after deduction of liabilities
which shall also be defined, is regarded as the Bank's foreign ex
change holding;
(c) a determination of the basis on which the valuation in guilders of
the Bank's gold and foreign exchange holding shall take place;
all insofar as relates to application of the said provisions.
Art. 3.-( 1 ) Our Decree containing the provisions contemplated in
Article 2, and Our Decrees in amendment thereof, will be made only after
the advice of the Bank and of the Bank Council with regard to them has
been taken.

( 2 ) If We depart from the advice of the Bank Council, the said advice
and the considerations which afforded ground for departing from it shall be
notified by publication in the Staatsblad unless this is in Our view contrary
to the national interest.

Art. 4.

Our Decrees made in virtue of this Act will be inserted in the

Staatsblad.
Order that this Act shall be published in the Staatsblad, and that all
ministerial departments, authorities, boards and officials who may be con
cerned shall see to the precise execution of the same.

Decree of June 27, 1956 2
On the proposal of Our Minister of Finance made on June 20, 1 956,
No. B 6/6973, General Treasury, Home Finance Directorate;
In pursuance of Article 17 of the Netherlands Bank Act 1948, and of
the Act of January 1 1 , 1956;
2 Besluit van 27 juni 1956, houdende voorschriften omtrent de begrenzing
van het gezamenlijk bedrag der omlopende bankbiljetten, bankassignatien
en credit-saldo's in rekening-courant bij De Nederlandsche Bank N.V.
(Decree of June 27, 1956 Containing Provisions in Regard to Limitation of
the Total Amount of the Circulating Bank Notes, Bank Drafts and Credit
B alances on Current Account at the Netherlands Bank ) .
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Having seen the recommendations made on June 1 , 1 956 by the Nether
lands Bank and on June 8, 1 956 by the Bank Council;
[We] have approved and do approve the following:

I.

Art.
For the application of the provisions of this Decree the expres
sions set forth below shall have the following meanings :

(a) the Bank: the Netherlands Bank [De Nederlandsche Bank N.V.];
( b ) circulating bank notes : notes issued by the Bank in respect of which
the right to demand payment has not expired, or in respect of
which when they are exchanged the countervalue is not debited in
pursuance of Article 1 4 ( 5 ) of the Netherlands Bank Act 1948 to the
Bank's profit and loss account;
(c) credit balances on current account at the Bank: all guilder amounts
standing at the Bank on account of outside parties, in respect of
which any orders by account holders for out-payment or transfer
must be immediately carried out;
(d) gold: the B ank's stock of gold as it appears in the Bank's weekly
return mentioned in Article 35 of the Netherlands Bank Act 1948
under the subhead "Gold coin and gold bullion";
(e) foreign exchange : all claims of the Bank on its foreign corre
spondents together with its holding of foreign negotiable instru
ments and of lawful foreign means of payment, all insofar as they
are expressed in currencies which can be exchanged in the country
where the currency in question is legal tender into gold, or else into
another foreign currency which can be exchanged into gold in the
country where this latter currency is legal tender, all after deduction
of the balances held at the Bank and expressed in foreign currencies.
Art. 2. Against the total amount of the circulating bank notes, bank
drafts and credit balances on current account at the Bank the Bank will
hold a stock of gold and foreign exchange which, expressed in guilders,
represents a value of not less than fifty per cent of the said amount.
Art. 3. For the application of the provisions of this Decree, the items
set forth below shall be valued as follows :

(a) the gold : at the price which is to be derived from the parity for the
guilder in relation to gold notified by the Netherlands to the Inter
national Monetary Fund, less one half of one per cent;
( b ) the foreign exchange : at the Bank's official buying prices as these
are fixed by the Bank in agreement with Our Minister of Finance
and, insofar as the Bank has fixed no official buying prices, at the
last known buying rates;
( c ) the balances held at the Bank and expressed in foreign currencies:
at rates in conformity with the official mint parity of the currency in
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question in relation to the guilder; insofar as there are no mint pari
ties, the valuation will be effected at the last known selling rates for
the foreign currencies in question.
Our Minister of Finance is charged with the execution of this Decree,
which shall be inserted in the Staatsblad.

The By-Laws of the Netherlands Bank 1

I.

CHAPTER I. GENERAL PROVISIONS

Art.
In these By-Laws the expressions set forth below shall have the
following meanings :

( 1 ) the Bank: the Netherlands Bank [De Nederlandsche Bank N.V.];
( 2 ) the Minister: the Minister of Finance.
Arts. 2-3. [See Arts. 2-3 of the Act.]
Art. 4. [See Art. 4 of the Act.]
Art. 4a.-( 1 ) The Bank's capital is divided into twenty shares of one
million guilders each.

(2) The Bank shall keep a register in which the names of all holders of
shares shall be entered.
( 3 ) No share certificates will be made out for the shares.
Arts. 5-8. [See Arts. 5-8 of the Act.]
Art. 8a.-( 1 ) The pension fund mentioned in Article 8 has legal per
sonality in pursuance of the provisions laid down in paragraph 4 of
Article 4 of the Pension and Savings Fund Act.

(2) With due regard for the provisions made in paragraph 1 of
Article 4 of the Pension and Savings Fund Act, the regulation mentioned
t Statuten van De Nederlandsche Bank N.V., as amended through July
3 1, 1 966. The By-Laws were originally published as appendices to the
Nederlandse Staatscourant, No. 1 3 4 of July 1 3 , 1 949 and No. 140 of July
23, 1957.
A considerable number of the articles of these By-Laws are identical with
corresponding provisions of the Netherlands Bank Act 1948 (see above, pp.
465-47 6 ) . Such articles of the By-Laws are not published here, but the
corresponding article of the Netherlands Bank Act 1948 is indicated in
brackets.
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in Article 8 may be amended by resolution of the joint meeting of the
Governing Board and the Board of Commissaries after the board of adminis
trators of the pension fund has been heard, and subject to the proviso that
any amendment which would result in a diminution of rights to or promises
of pensions also requires the approval of the majority of interested par
ticipants in the pension fund. Each amendment is subject to the approval
of the Crown.
CHAPTER 11. ACTIVITIES OF THE BANK
Arts. 9-21. [See Arts. 9-21 of the Act.]

CHAPTER Ill. ADMINISTRATION OF THE B ANK
Arts. 22-25. [See Arts. 22-25 of the Act.]
Art. 25a.-( 1 ) The Bank shall be bound by the signature of all those
persons in whom the management is vested in accordance with the Nether
lands Bank Act 1948 and these By-Laws.

( 2 ) The Governing Board is authorized to appoint persons with full
powers to act.
Art. 25b.-( 1 ) In case of absence or unavailability of one or more
members of the Governing Board, the management shall be temporarily
vested in the remaining members or the remaining member together with
the substitute member or the substitute members appointed in accordance
with Article 23 or Article 24.

( 2 ) In case of absence or unavailability of all the members and sub
stitute members of the Governing Board but one, the management shall be
temporarily vested in the remaining member together with the President
Commissary.
( 3 ) In case of absence or unavailability of all the members and substitute
members of the Governing Board, the management shall be vested in the
Board of Commissaries.
Art. 25c.- ( 1 ) In case of absence or unavailability of the President, his
function will be performed by the oldest in length of service of the other
members of the Governing Board.

( 2 ) In the cases mentioned in paragraphs ( 2 ) and ( 3 ) of Article 25b,
the President's function will be performed, except where the President is
the only remaining member, by the President Commissary.
( 3 ) In case of absence or unavailability of the Secretary, his function
will be jointly performed by the persons in whom the management is vested
in accordance with Article 25b, and who in that event may charge one of
their number with that function.
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(4) The provisions made in paragraphs ( 1 ) , ( 2 ) and ( 3 ) will be subject
to exception in case the functions of President and Secretary are being
temporarily performed in accordance with Article 23 ( 4 ) .
Art. 25d.-( 1 ) The salaries of the members of the Governing Board
shall be determined, subject to the Crown's approval, by the Board of
Commissaries.
( 2 ) The provision contained in paragraph ( 1 ) does not apply to sub
stitute Directors appointed in accordance with Article 24.
Art. 25e. Strict secrecy regarding all the Bank's actions will so far as
necessary be observed by the Bank's administration, as well as by all its
officials and other members of its staff.
Arts. 26-27. [See Arts. 26-27 of the Act.]
Art. 27a. Only Netherlands nationals in the full enjoyment of their civil
rights may be appointed Commissaries of the Bank.
Arts. 28-29. [See Arts. 28-29 of the Act.]
Art. 29a.-( 1 ) The Board of Commissaries shall meet at Amsterdam
as often as the President of the Bank, or the Chairman appointed by the
Board from among its number, shall deem necessary. Whether assembled
as the Board or in a committee set up by the Board, the Commissaries have
the right, whenever they deem it advisable, to require from the Governing
Board information and the production of all documents relating to the
Bank, and to make such observations as they deem expedient.

( 2 ) On the request of five Commissaries the President Commissary is
bound to convene a meeting of Commissaries.
( 3 ) The Board of Commissaries may invite the President of the Bank
and/ or one or more of the other members of the Governing Board to
attend its meetings.
Art. 29b.-( 1 ) The President of the Bank may at any time call a joint
meeting of the Governing Board and of the Commissaries with a view to
considering at the said meeting all such proposals and points as he shall
deem expedient in the Bank's interest.

( 2 ) Any joint meeting for the purpose of deciding on a proposal con
cerning suspension or dismissal of the President of the Bank shall be con
vened by the oldest in length of service of the other members of the Gov
erning Board, and the said oldest member shall also take the chair at that
meeting.
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( 3 ) Except in the case mentioned in the previous paragraph, the Presi
dent of the Bank shall take the chair at the joint meetings of the Governing
Board and of the Commissaries. The functions of secretary will be per
formed by the Secretary of the Bank.
( 4) The joint meeting will lay down its rules of procedure, which may
contain no provisions in conflict with these By-Laws.
Art. 29c. Besides the activities mentioned elsewhere in these By-Laws,
the function of the joint meeting of the Governing Board and of the Com
missaries includes the taking of decisions to establish or discontinue
branches, and to determine the remuneration of the management of
the Branch Office and of the branches.
Art. 29d. The Commissaries will be paid costs of travel and stay. They
shall moreover receive an attendance fee, to be fixed by the shareholders'
meeting, for each meeting attended by them.
CHAPTER IV. ROYAL COMMISSIONER
Arts. 30-31 . [See Arts. 30-3 1 of the Act.]
CHAPTER V. BANK COUNCIL
Arts. 32-34. [See Arts. 32-34 of the Act.]
Art. 34a. The Bank Council may draw up rules of procedure for its
deliberations, not inconsistent with these By-Laws.
Art. 34b.-( 1 ) At the joint meetings of the Board of Commissaries and
the Bank Council, the President Commissary will take the chair. The
Secretary of the Bank will serve as secretary.

(2) The joint meeting of the Board of Commissaries and the Bank
Council may draw up rules of procedure for its deliberations, not incon
sistent with these By-Laws.
Art. 34c. The members of the Bank Council shall be paid costs of travel
and per diem. They shall moreover receive an attendance fee, to be fixed by
the shareholders' meeting, for each meeting attended by them.
CHAPTER VI. ABBREVIATED BALANCE SHEET
Art. 35. [See Art. 35 of the Act.]
CHAPTER VII. DISTRIBUTION OF PROFIT
Art. 36. [See Art. 36 of the Act.]
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CHAPTER Vlla. GENERAL MEETINGS O F SHAREHOLDERS AND DRAWING
UP AND ESTABLISIDNG THE BALANCE SHEET
Art. 36a. General meetings of shareholders shall be held at Amsterdam
under the chairmanship of the President of the Bank.
Art. 36b.-( 1 ) The ordinary general meeting shall be held each year
not later than May 1. At this meeting the President shall present a report on
the past accounting year.

( 2 ) Extraordinary general meetings of shareholders shall be held:
(a) on a motion of the joint meeting of the Governing Board and of
the Commissaries;
( b ) whenever one or more shareholders together representing not less
than one tenth of the capital so request of the Governing Board and the
Commissaries in writing and with a precise statement of the matters to be
discussed.
( 3 ) The notice convening any general meeting shall be communicated
in writing to the shareholders.
Art. 36c.-( 1 ) The Bank's books will be closed as of the last day of
December in each year, and there will be drawn up from them a balance
sheet and profit and loss account which shall be presented to the Board of
Commissaries as soon as possible by the Governing Board.

(2) The Board of Commissaries shall examine the balance sheet and the
profit and loss account within one month after such presentation, and shall
give their approval or rejection in writing.
CHAPTER VIII. TRANSITIONAL AND CoNCLUDING PROVISIONS
Arts. 37-40. [See Arts. 37-40 of the Act.]
Art. 40a. These By-Laws have been drawn up with due regard for the
provisions of the Netherlands Bank Act 1948.
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The Act on the Supervision of the
Credit System, 1956 1
SUMMARY
The Act on the Supervision of the Credit System is divided into
two principal articles. Article I, in turn, is divided into 3 3 individ
ual articles, which are grouped in 6 chapters, as follows : Chapter
I, Introductory Provisions (Art. 1 ) ; Chapter II, Register of Credit
Institutions (Arts. 2-8 ) ; Chapter III, Supervision and the Manner
in Which It Will Be Carried Out (Arts. 9-1 8 ) ; Chapter IV, Provi
sions of a Special Nature (Arts. 1 9-26 ) ; Chapter V, Appeals
( Arts. 27-28 ) ; Chapter VI, Concluding Provisions (Arts. 29-3 3 ) .
Article II, which is in the nature of a final clause, provides that the
Act shall enter into force from the day following its promulgation;
that it shall be published in the Staatsblad; and that all government
departments, authorities, boards, and officials concerned shall
carry out the provisions of the Act.
The credit system that is the principal object of supervision under
the Act comprises credit institutions, which are designated as com
mercial banks, agricultural credit banks, security credit institutions,
and general savings banks (Art. 1 ( 1 ) ( a ) ; the legal definitions of
these terms are given in Art. 1 ( b ) through (e) . In addition, the
Act applies to central credit institutions, that is, to "central institu
tions set up by a group of credit institutions, insofar as the said
central institutions themselves carry on the business of a credit
institution" ( Art. l ( l ) ( f) . 2 Art. 1 ( 1 ) ( h ) defines registered credit
institutions as "all enterprises which are entered in the register
1 Wet van 2 1 juni 1 956, houdende gewijzigde vaststelling van de Wet
toezicht kredietwezen (Act of June 2 1 , 1 956 Establishing an Amended Ver
sion of the Act on Supervision of the Credit System ) . The short title, Act on
the Supervision of the Credit System (Wet toezicht kredietwezen) is pro
vided for in Art. 33 of the Act. The Act entered into force on August 15,
1 956. For the text in Dutch and in English, see the Dutch and English edi
tions, respectively, of the Netherlands Bank's annual report for the year
1 956; the Dutch text was also published in Staatsblad, 1 956, No. 427. For
selected provisions of the Act, see below, pp. 488-49 1 .
2 Art. 1 (2 ) of the Act provides : "Money-lending institutions within the
meaning of the Money-Lenders Act, the Netherlands Postal Savings Bank,
departments or services to which the Giro Act of 1 936 (Staatsblad No. 307 )
applies, the Postal Check and Giro Transfer Service, the Netherlands Bank,
and offices, branches, agencies, or permanent representatives of other
central banks established in the Netherlands are not regarded as credit insti
tutions within the meaning of this Act."
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provided for in Article 2." The Netherlands B ank is required to
maintain a register of credit institutions (hereafter referred to as
the register ) , which is to be divided into four sections ; on the
whole these correspond to the four categories of credit institutions
mentioned above, except that the Act provides that central credit
institutions are to be registered with commercial banks in the first
section (Art. 2 ) .
All credit institutions which were engaged in business at the time
the Act entered into force were to be entered in the appropriate
section of the register, except those commercial banks and security
credit institutions whose resources were below an amount deter
mined by the Minister of Finance under Art. 3 ( 2 ) and ( 6 ) of the
Act (Art. 3 ) . Credit institutions which are set up after the Act
has entered into force shall, within 60 days after they have been
set up, notify the Netherlands Bank (Art. 4 ) .
The Netherlands Bank shall give notice to the credit institution
concerned of any decision to make or cancel an entry in the
register not later than 30 days before such action is to be taken;
such notice may be appealed in accordance with the provisions of
Chapter V (Art. 5 ) . Arts. 6 and 8 set forth procedures related
to making and canceling entries in the register.
The register is open to inspection by any person, free of charge
( Art. 7 ( 3 ) ) . Within 1 4 days after it has effected a registration or
cancellation, the Netherlands B ank shall cause such action to be
published in the Nederlandse Staatscourant, and in the first half
of January each year the B ank shall have a copy of the register
published in the Staatscourant (Art. 7 ( 1 ) and ( 2 ) ) .
The Netherlands B ank supervises the registered credit institutions
(Art. 9 ( 1 ) ) .3 However, the Crown, upon the recommendation of
the Bank and having heard the institutions concerned, may issue
regulations which confer on organizations other than the B ank the
right and responsibility to supervise specified groups of credit
institutions ( Art. 9 ( 2 ) ) .
Arts. 1 0 and 1 1 of the Act 4 empower the Netherlands B ank,
with the concurrence of the Minister of Finance ( and after con
sultation with the Minister of Economic Affairs ) , to impose
specific credit controls. Beyond that the Netherlands Bank may,
3

•

See also Art. 9 of the Netherlands Bank Act 1948, p. 466, above.
For the text of Arts. 1 0 and 1 1, see below, pp. 488-49 1 .
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under Art. 1 0 ( 3 ) , give to a group or groups of registered credit
institutions "general directions for the conduct of their business." 5
Registered credit institutions may not, except with the express
concurrence of the Netherlands Bank, reduce their authorized or
paid-up capital; make a long-term investment in the stock of othet
credit institutions or take over such institutions entirely; merge
with other enterprises or institutions; or undertake a financial
reorganization (Art. 1 3 ( 1 ) ) . The Bank will refuse to concur
if it finds that such action would lead to an undesirable develop
ment of the credit system (Art. 1 3 ( 2 ) ) . The credit institution
concerned may appeal the decision of the Bank in accordance
with Chapter V (Art. 1 3 ( 3 ) ) .
The Netherlands B ank is authorized to obtain or cause to be
obtained from every registered credit institution all the information
which it considers necessary to carry out the functions conferred
on it by the Act (Art. 1 4 ( 1 ) ) . Information so obtained in
respect of individual registered credit institutions shall not be pub
lished; it shall be treated as confidential, subject to the provisions
of Art. 29 of the Act, which relates to procedures involving the
suspension of payments by a credit institution (Art. 1 4 ( 5 ) ) .
Every registered credit institution is required once each year,
within a period to be fixed by the Netherlands Bank, to deliver to
the B ank--or to a supervisory organization designated under Art.
9 ( 2 ) -a balance sheet and a profit and loss account (Art. 1 5 ( 1 ) ) .
The B ank may require that these documents be examined and
verified by an accountant designated in agreement with the Bank
(Art. 1 5 ( 2 ) ) .
Every registered credit institution shall deliver to the Nether
lands Bank periodic statements regarding its business, to be pre
sented in the form and at the time prescribed by the Bank
(Art. 1 6 ) .
The Netherlands B ank shall periodically publish in the Neder
landse Staatscourant a statement of the principal data contained in
the documents and statements referred to in Arts. 1 5 and 1 6.
Data relating to individual registered credit institutions may not
be published without the written consent of the institution con
cerned (Art. 24) .
Each year the Netherlands Bank shall report to the Minister of
•

See also the text of the related Arts. 1 7 and 1 8, p. 49 1, below.
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Finance on the implementation of the Act and of the decrees issued
under the authority of the Act; the report shall be published by the
Minister (Art. 25 ) .6
The Crown is expressly empowered to issue regulations, after
consultation with the Netherlands Bank, which would preclude
credit institutions ( other than general savings banks listed in the
fourth section of the register, the Netherlands Postal Savings
Bank, and agricultural credit banks which function exclusively as
savings b anks ) from using the term "savings bank" in any form in
their name or on deposit receipts (Art. 1 9 ) .
The Act is also applicable to credit institutions established
outside the Netherlands which maintain one or more branches,
agencies, or permanent representatives in the Netherlands ; such
institutions are required to keep separate accounts in respect of
their business activities in the Netherlands (Art. 2 1 ( 1 ) and ( 2 ) ) .
Any person who as a result of the application of this Act is
supplied with data by, or obtains information relating to, credit
institutions is not to make any use of them or to give further
publicity to them than is necessary to the exercise of his functions
or duties under this Act (Art. 22) .
The expenses incurred in supervising the registered credit institu
tions may be recovered by the Netherlands Bank ( or by other
supervisory organizations designated under Art. 9 ( 2 ) of the Act)
in accordance with regulations to be approved by the Minister of
Finance (Art. 23 ) .
In all cases in which appeals are permissible under this Act, they
shall be addressed to the Crown, must be in writing, and must
include a statement of the reasons for the appeal ; a copy shall be
sent to the Netherlands B ank by registered mail. The Crown will
give its decision within three months, having heard the Council
of State and the Department for Disputes relating to the State
Service; the decision will be accompanied by a written statement
of the reasoning on which the decision is based. If the effect of the
Crown's decision is wholly or in part to annul the decision against
which the appeal was made, the Netherlands Bank will consider
a Such reports have been issued annually, beginning with 1 952: see, for
example, Verslag ingevolge A rtikel 25 van de Wet toezicht kredietwezen
uitgebracht door De Nederlandsche Bank N. V. over de uitvoering dier wet
gedurende het jaar 1 965.
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the matter anew, with due regard to the decision of the Crown
(Art. 27 ) .
ARTICLES 1 0, 1 1 , 1 7 , 1 8 , AND 28

7

Art. 10.- ( 1 ) If the Bank detects in the field of credit signs of a devel
opment which in its opinion endangers or might endanger the carrying out
of the task laid upon it by Article 9 ( 1 ) of the [Netherlands] Bank Act 1948,
the Bank will inaugurate, regarding the course of conduct to be followed
in view of such development by the groups of registered credit institutions
concerned thereby, consultations with the representative organizations in the
field of credit which have been designated for the said groups by Our
Minister of Finance.

( 2 ) If within a period which the Bank regards as acceptable in view of
the nature of the development as mentioned in paragraph ( 1 ) such consul
tations lead to agreement between the Bank and the representative organi
zation concerned regarding the course of conduct to be followed, but in the
Bank's opinion no sufficient degree of cooperation is obtained from one or
more of the individual registered credit institutions concerned, the Bank can
give the said individual credit institutions directions for the conduct of their
business. Such directions may provide only that the individual registered
credit institutions concerned must follow the course of conduct regarding
which there is agreement between the Bank and the representative organiza
tion concerned. The Bank will by registered letter notify the credit institu
tion concerned of the said directions and of the course of conduct to be
followed.
( 3 ) If within a period which the Bank regards as acceptable in view of
the nature of the development as mentioned in paragraph ( 1 ) such consulta
tion does not lead to agreement between the Bank and the representative
organization concerned, the Bank can give, to the group of registered credit
institutions concerned thereby, general directions for the conduct of their
business.
( 4) The general directions mentioned in paragraph ( 3 ) may differ for
different groups of registered credit institutions. To a central credit institu
tion as mentioned in Article 1 ( 1 ) (f) there may also be given general
directions of the kind mentioned in paragraph (3) which relate to all of
the registered credit institutions attached to the central credit institution
concerned, either in conjunction with the central credit institution itself
or otherwise. General directions of the kind mentioned in paragraph ( 3 ) ,
even i f they have i n the meantime been amended, cannot remain i n force for
longer than one year at most after their first publication in the Nederlandse
Staatscourant, without prejudice to the Bank's power to prolong their
validity once for a period corresponding to not more than the original
<

In these articles, the expression "the Bank" means the Netherlands Bank.
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period of validity. Further prolongation will he effected in accordance
with the provisions of paragraphs ( 5 ) and (6) for not more than a year
on each occasion.
( 5 ) General directions of the kind mentioned in paragraph ( 3 ) can be
given, amended and, subject to the provisions of paragraph ( 4) prolonged,
only with the approval of Our Minister of Finance given after consultation
with Our Minister of Economic Affairs. Before taking any decision to
accord such approval Our Minister of Finance will hear the Bank Council,
and will give the representative organization concerned an opportunity to
make known its views thereon within a period to be determined by him.
( 6 ) Within three months after approval by Our Minister of Finance as
provided in paragraph ( 5 ) We shall introduce into the Staten-Generaal a
bill for the purpose of legally confirming the general directions, or their
amendment or prolongation. If such bill is withdrawn, or rejected by one
of the two Chambers of the Staten-Generaal, then the said general directions
or their amendment or prolongation shall be immediately canceled.
( 7 ) The general directions of the kind mentioned in paragraph ( 3 ) may
contain only :
(a) provisions regarding the minimum amount of the liquid resources,
or of specified categories of such resources, in relation to the de
posited funds or specified categories of such funds, this being subject
to the proviso that the registered credit institutions shall always
remain entitled to hold, in place of other prescribed liquid resources,
a credit balance of equal amount on current account at the Bank;
( b ) provisions regarding the maximum extent of the credits granted or
investments, or of specified categories of such assets;
(c) prohibition or limitation of the granting of specified types or forms
of credits.

( 8 ) In any general direction of the kind mentioned in paragraph ( 3 ) the
Bank may reserve to itself the right to amend, within limits to be stated in
the direction, the regulations laid down therein.
( 9 ) In any general direction of the kind mentioned in paragraph ( 3 ) the
Bank may reserve to itself power, in special cases or special circumstances,
to grant one or more registered credit institutions complete or partial ex
emption from the direction.
( 1 0) In any general direction of the kind mentioned in paragraph ( 3 ) the
Bank is entitled to set a period within which the said direction must be
complied with, and to prolong the said period for all the registered credit
institutions or for one or more of them.
( 1 1 ) In general directions as mentioned in paragraph ( 3 ) there will be
a definition of what is to be understood as included among the assets and
liabilities in regard to which regulations are made.
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( 12 ) Decisions for approval as mentioned in paragraph (5 ) will be
published through the intermediary of Our Minister of Finance in the
Nederlandse Staatscourant together with the approved direction, the amend
ment made therein or the prolongation thereof. Prolongations in accord
ance with the provisions of paragraph (4) and amendments as mentioned in
paragraph ( 8 ) will be published in the Nederlandse Staatscourant through
the intermediacy of the Bank.

Art.

11.-( 1 ) The Bank can give the registered credit institutions direc
tives for the conduct of their business in the interest of the solvency and
liquidity of the said institutions.
( 2 ) Such directives will be given and amended only after consultation
with the representative organizations in the field of credit which are desig
nated by Our Minister of Finance and are concerned therewith. The con
sultation with regard to amendment of the directives may be inaugurated by
the Bank or by the representative organization concerned. The directives
may differ for different groups of registered credit institutions. To a central
credit institution of the kind mentioned in Article 1 ( 1 ) (f) there may also be
given directives which relate to the whole of the registered credit institutions
attached to the central credit institution concerned, either in conjunction
with the central credit institution itself or otherwise.
( 3 ) Subject to the provisions of paragraph ( 4 ) the directives may con
tain only:
(a) provisions regarding the mm1mum amount of the liquid resources
in relation to the deposited funds or specified portions of such funds;
( b ) provisions regarding the maximum extent of the credits granted, or
of the investments, in relation to the institution's own resources;
(c) prohibition or limitation of the granting of specified types or forms
of credits, or of credits exceeding a specified amount;
(d) prohibition or limitation of the effecting of specified types or forms
of investment, or of investments exceeding a specified amount.
( 4) For the general savings banks the directives may in addition con
tain:
(a) provisions regarding the maximum amount of specified categories of
the investments in relation to the institution's own resources;
( b ) provisions regarding the maximum amount of the investments, or of
specified categories of such investments, in relation to the deposited
funds or specified portions of such funds;
( c ) prohibition or limitation of the effecting of specified types or forms of
investment, or of investments exceeding a specified amount, without
the previous consent of the Bank.
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( 5 ) In the directives there will be a definition of what is to be under
stood as included among the assets and liabilities in regard to which direc
tives are given.
Art. 1 7.-( 1 ) If the Bank finds that a registered credit institution is
not complying with the directives given in accordance with Article 1 1, or if
the Bank detects other signs of a development which in its opinion is or
might become dangerous to the solvency or liquidity of the said registered
credit institution, the Bank will if necessary draw the attention of the
registered credit institution thereto. If necessary, the Bank will accompany
such notification with an instruction, together with a statement of reasons
for the same, that a specified course of conduct shall be followed within a
stated period in such respects as shall be expressly indicated.

( 2 ) When giving an instruction of the kind mentioned in the previous
paragraph, the Bank will lay down a period within which such instruction
must be carried out, or within which an answer must be given, together with
a statement of reasons, saying why the instruction has not been carried out.
If within such period the instruction has not been carried out, nor has any
satisfactory answer been received, the Bank, after having given the registered
credit institution an opportunity to be heard, may proceed to publish the
instruction.
( 3 ) In case of such publication, if the registered credit institution to
which the instruction has been given so requests, there shall at the same
time be published the correspondence which passed between the Bank and
the registered credit institution regarding the instruction.
Art. 18.-( 1 ) In case of a decision to publish as mentioned in Article
17, the Bank must give notice of such decision by registered letter to the
registered credit institution concerned at least twenty days before publica
tion is effected.

( 2 ) Within fourteen days after the dispatch of such notice, a registered
credit institution to which the said notice has been addressed may appeal
against such decision in accordance with the provisions of Chapter V.
Publication is suspended by the lodging of the appeal.
Art. 28.-( 1 ) In case an appeal is lodged in accordance with Article
1 8 ( 2 ) , then notwithstanding the provisions in Article 3 8 of the Act of
December 2 1, 1 8 6 1 (Staatsblad No. 129 ) as amended, the delivery of the
report mentioned therein and the statements of their cases by the parties or
their attorneys will be made behind closed doors.

(2) In the case mentioned in paragraph ( 1 ) , if the effect of Our decision
is that the Bank's instruction shall not be published, Our decision will not
be made public but will be notified only to the registered credit institution,
to the Bank and to the Council of State.
( 3 ) In the case mentioned in paragraph 2, Articles 40 and 4 1 of the
Act of December 2 1 , 1 8 6 1 (Staatsblad No. 129) are not applicable.
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The Monetary Unit :

A Note

The basic monetary unit of the Netherlands is the guilder.
Under Art. 1 ( 1 ) of the Coinage Act 1 948 (see below ) , the
guilder is designated as the unit of computation of the Netherlands
monetary system. On the legal and factual status of the guilder
as unit of account and money of payment in the period 1 3 55-1949,
see Rene Sedillot, Toutes les monnaies du monde: Dictionnaire
des changes (Paris, 1 955 ) , pp. 1 8 8-190 and 376; see also A. M.
de Jong, De wetgeving nopens de Nederlandsche Bank, 1 8 1 4- 1 958
(The Hague, 1 9 60 ) .
Par Value. With effect from December 1 8 , 1 946, the Netherlands
agreed with the International Monetary Fund on an initial par
value for the guilder of 0.3 34987 gram of fine gold per guilder or
2.65285 guilders per U.S. dollar. Subsequently, with the concur
rence of the Fund, the par value was changed to 0.233861 gram
of fine gold per guilder or 3 .80 guilders per U.S. dollar with effect
from September 2 1 , 1 949, and to 0.245489 gram of fine gold per
guilder or 3 .62 guilders per U.S. dollar with effect from March 7,
1961.

The Coinage Act 1948

1

Art. 1.-( 1 ) The unit of computation of the Netherlands monetary
system shall be the guilder.

(2) The guilder shall be divided into one hundred cents.
Art. 2. The coins of the Kingdom shall be :
I. With the status of limited legal tender :

(a) Silver:

The two and a half guilder (rijksdaalder) ;
the guilder;

( b ) Nickel :
the twenty-five cent piece (quarter) ;
the ten cent piece (twopence ) ;
1 Wet van 1 5 April 1948, houdende nieuwe regeling i n zake het Neder
landse muntwezen (Act of April 15, 1948 Providing New Regulations Con
cerning the Netherlands Coinage System) , as amended through July 3 1,
1 966. For the original text in Dutch, see Staatsblad, 1 948, No. I 156. It
may be noted that the Constitution of the Netherlands (August 24, 1 8 1 5 )
provides i n Art. 6 6 : "The King shall have the right of mintage. H e may
cause his image to be impressed on the coins."
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(c) Bronze :
the five cent piece (penny ) ;
the cent.
11. Without the status of legal tender:

the gold ducat.

Art. 3. The coins mentioned in Article 2 shall comply with the follow
ing requirements as regards weight, content and diameter :

Kind of Coin

Silver
Nickel

Bronze

Gold

{
{

Weight

Weight
Tolerance
(upward
or downward)

Alloy

Grams

Thousandths
of grams

Thousandths
of principal metal

Alloy
Tolerance
(upward
or downDiameter
ward )

Thousandths

Millimeters

Rijksdaalder 1 5

5

720

3

33

Guilder

61h

5

720

3

25

Quarter

3

15

990

10

19

Twopence

1 .5

15

990

10

15

3.5

15

Cent

2

15

Ducat

3 .494

r=Y

2

950 copper 20 copper
5( 2 1
10 tin
40 tin

950 copper 20 copper (
10 tin
5 17
40 tin
983

21

Art. 4.-( 1 ) The coins mentioned i n Article 2 (1 ) shall bear o n the
obverse Our likeness and a legend containing Our name and the words
King (Queen) of the Netherlands; the reverse shall indicate the denomina
tion.
The other parts of the designs of these coins shall be determined by Us.

( 2 ) The design on the gold ducat shall be :
on the obverse a man in armor between the figures indicating the
year, with the legend Concordia res parvae crescunt, and the mint
mark and the mark of the Director of the Mint stamped below;
on the reverse, within an ornamented square, Mo : aur : reg : Belgii
ad legem imperii. The coins shall have a milled edge.
Art. 5.-( 1 ) The coins mentioned in Article 2 ( 1 ) shall be struck ex
clusively for the account of the Kingdom in amounts fixed by Us.
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( 2 ) The amounts required for the purchase of the bullion for the strik
ing of the coins mentioned in Article 2 ( 1 ) and the nominal value of these
coins shall be included in the budget of State expenditures and in the budget
of State resources.
( 3 ) Anyone shall be free to have gold ducats minted for his account at
the Government Mint, whenever work for the Government or the Overseas
Territories does not prevent this. The Government Mint shall not be
obliged to strike ducats from lots of gold weighing less than one hundred
kilograms.
Art. 6. No one shall be compelled to accept amounts in excess of the
following :

fifty guilders
ten guilders
one guilder
twenty-five cents

in rijksdaalders and in guilders;
in quarters and in twopence;
in pennies;
in cents.

Art. 7. We shall designate the pay-offices where :

(a) coins may be exchanged against unlimited legal tender provided
that the amounts are not below the following :
50 guilders
25 guilders
10 guilders

in rijksdaalders and guilders;
in quarters and twopence;
in pennies and cents.

( b ) unlimited legal tender may be exchanged against coins within the
limits of the available supply.
(c) coins of one denomination may be exchanged against coins of an
other denomination within the limits of the available supply.

Art. 8.-(

1 ) Counterfeit and damaged coins shall not be accepted by
the State Treasury. No one shall be required to accept these coins.
( 2 ) For purposes of the present and the following Articles, coins shall
not be considered damaged if the loss in weight is clearly only the result of
use.
( 3 ) Whenever an employee in charge of cash payments in a public agency
or enterprise receives an apparently false, counterfeit or damaged coin, he
shall immediately advise the public prosecutor or one of his assistants, and
surrender the coins.
Art. 9.-( 1 ) Coins presumed to be false, counterfeit or damaged may be
sent by anyone to the Director of the Mint for appraisal.

( 2 ) If the Director of the Mint finds the coins to be false, counterfeit or
damaged he shall cut them in two and return the pieces or repay the
material value.
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( 3) Otherwise the Director of the Mint shall return the coins in their
former state or repay the nominal value.
( 4) If, as a matter of criminal procedure, the coins are attached by the
Director of the Mint, the obligation specified in paragraphs ( 2 ) and ( 3 )
shall be suspended during the period o f attachment. I f the coins are con
fiscated or withdrawn from circulation the obligation shall be canceled.
( 5 ) Coins mentioned in paragraph ( 1 ) which, as a matter of criminal
procedure, have been attached by others than the Director of the Mint
shall, if their return is recommended, be appraised by the Director of the
Mint, who shall then act in accordance with the provisions of paragraph
(2) or ( 3 ) .
( 6 ) Coins mentioned i n paragraph ( 1 ) that have been confiscated or
have been withdrawn from circulation in accordance with Article 214bis
of the Penal Code shall be handed over to the Director of the Mint.
Art. 10.-( 1 ) The following coins shall be withdrawn and demone
tized under the authority of the Realm :

(a) all defective coins;
( b ) all the coins not referred to in Article 9 ( 2 ) which have become
unfit for circulation, or coins which in the opinion of Our Minister
of Finance must be withdrawn from circulation for other reasons.
( 2 ) The manner of withdrawal shall be regulated by the Government.
( 3 ) The nominal value and the proceeds from the metal of coins de
monetized in accordance with paragraph ( 1 ) shall be entered in the budget
of State expenditures and/or in the budget of State resources.
Art. 1 1 .-( 1 ) The "fund derived from the net profits originating in
minting for the account of the State" mentioned in Article 3bis of the
Coinage Act 1 90 1 shall be liquidated. The date and the manner of liquida
tion shall be established by Our Minister of Finance.

( 2 ) The losses incurred prior to the date mentioned in paragraph ( 1 ) of
the present Article from the demonetization of the coins listed in Article
12 shall be covered from resources derived from the sale of the capital
assets of the above-mentioned fund.
( 3 ) The yield from the capital of the fund mentioned in paragraph ( 1 )
shall be credited to State resources beginning with the financial year 1945.
( 4 ) The use of a surplus or the coverage of a deficit upon liquidation of
the fund shall be regulated by law.
Art. 12.-( 1) Coins struck from metals other than gold under the
Coinage Act 1901 for which no provisions exist in the present Act and the
zinc coins struck in accordance with Occupation regulations shall be with-
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drawn from circulation pursuant to regulations to be issued by the Govern
ment in accordance with general rules, with the understanding that at least
three months shall be allowed for the exchange of these coins.
( 2 ) These coins shall remain legal tender on the existing basis until they
are withdrawn from circulation.
( 3 ) [Repealed]
Art. 1 3.-( 1 ) The present Act may be cited as the Coinage Act 1948
[Muntwet 1 948].

( 2 ) It shall enter into force on a date to be fixed by Us.2
( 3 ) On that date the following shall be abrogated :
A. The Coinage Act 1 90 1 , as last amended by the Act of June 29,
1 925 (Staatsblad No. 308 ) ;
B . Our Resolutions of September 14, 1944 (Staatsblad No. E 87)
and of June 1 6 , 1 945 (Staatsblad No. F 1 08 ) .
B e i t known and decreed that the above Act shall be published in the
Staatsblad and that all ministerial departments, authorities, boards and
officials whom it may concern shall see to its strict enforcement.
2 The Act was promulgated on April 1 5 , 1948 and issued on April 30,
1 948.

The Bretton Woods Agreements Act 1945 1
WHEREAS: We have taken into consideration that it is desirable for the
Kingdom of the Netherlands to accept the Agreement concerning an Inter
national Monetary Fund and the Agreement concerning an International
Bank for Reconstruction and Development, the text whereof was estab
lished at the United Nations Monetary and Financial Conference, held in
Bretton Woods, New Hampshire, United States of America, from July 1
to July 22, 1 944; and
WHEREAS : Such acceptance under Article 60 ( 3 ) of the Constitution may
be effected only pursuant to a law;

1 Wet van 20 December 1 945, houdende goedkeuring tot toetreding tot
de Overeenkomsten van Bretton Woods. (Act of December 20, 1945 Ap
proving the Acceptance of the Bretton Woods Agreements. ) The Act
entered into force on December 2 1 , 1 945.
The Netherlands' initial quota in the Fund, US$275 million, was in
creased to US$4 1 2.5 million with effect from October 5, 1 959, and to
US$520 million with effect from May 25, 1 966 (pursuant to Resolutions of
the Board of Governors of the Fund Nos. 14-1 and 20-6, respectively).
Also, the Netherlands is a participant in the Fund's General Arrangements to
Borrow, for amounts not exceeding f. 724 million (equivalent to US$200
million) ; see Appendix VI, below.
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THEREFORE : We, having heard the Council of State and in joint delibera
tion with the Staten-Generaal, have approved and decreed, as We hereby
approve and decree :
Art. I. The acceptance of the Articles of Agreement concerning an
International Monetary Fund and of the Articles of Agreement concerning
an International Bank for Reconstruction and Development, copies of
which are attached to the present Act, is hereby approved.
Art. 2. This Act enters into force on the day of its promulgation.

We order and instruct that this Act be published in the Staatsblad and
that all ministerial departments, authorities, boards and officials whom it
may concern enforce the exact application thereof.
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Publication of Statutes and Regulations

The Norsk Lovtidend is published in two parts : the first part
contains laws, amendments to the Constitution, and fiscal measures;
the second part includes decrees, regulations, instructions, and
circulars. Beginning with 1 948, the Norsk Lysingsblad publishes
notifications and other official material as required by Art. 2 of
the Act of October 1 1 , 1 946.
A consolidated edition of Norwegian laws in force is published
every second year by the Faculty of Law of the University of Oslo
as Norges Lover; for example, Norges Lover, 1 682-1 965 (Oslo,
1966 ) .
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The Norges Bank Act, 1 892

1

NoTE : -The Norges Bank ( Bank of Norway) was established
by the Charter of June 1 4, 1 8 1 6. It is now governed by the Norges
Bank Act, 1 892, as amended.

CHAPTER I. CAPITAL AND SHARES OF THE BANK 2
Art. I. The Norges Bank, established by Charter of June 14, 1 8 16, is
a joint-stock company, authorized to function as a bank for loans, transfers,
deposits and note issue.
Art. 2. The Bank has a fully paid share capital of twenty-five million
kroner.3 Subject to the decision of the Supervisory Council, acting in
conjunction with the Board of Directors, this capital may be increased to
fifty million kroner. Furthermore, the Bank has a Reserve Fund ( see
Article 40 ( b ) ) . In the case of the capital being increased, the premium
obtained from any new issue of capital shall be credited to the Reserve Fund.
Art. 3. The share certificates delivered in receipt of payments to the
share capital shall be nominative and, with the exception of the case con
sidered in Article 47, in denominations of at least 100 kroner.
Transfers of shares shall be registered in the books of the Bank.
Registration may be made either at the Head Office or at the Branch
Offices.
Art. 4. The persons in whose name the shares are registered in the books
of the Bank shall be deemed to be the owners of the Bank.
Shareholders shall not be liable for the commitments of the Bank beyond
their holding of shares.
Art. 5. The share capital of the Bank may not be used, whether with the
consent of the shareholders or against their will, otherwise than in the
interest of the Bank and for the purpose of redeeming its notes and meeting
its other obligations.
The Bank shall be exempt from all duties.
1 Lov om Norges Bank, April 23, 1892, as amended through July 3 1 ,
1966. For a consolidated text i n Norwegian, see Norges Lover, 1 682-1965
(Oslo, 1966 ) , pp. 223-229. In the version given here, the word Chapter
corresponds to the Norwegian word Kapitel and the word Article (Art.) to
the sign § .
2 B y virtue o f a n Act of July 8, 1 949 ( No. 1 5 ) , all shares belonging to
others than the State were taken over by the State as of December 3 1 , 1949.
3 The share capital was increased to 35 million kroner from December 3 1 ,
1 9 1 7.
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CHAPTER II. BANK'S RIGHT OF IsSUING NOTES

Art. 6. The Norges Bank shall have the sole right of issuing bank
notes payable to bearer, stating the obligation of the Bank to redeem
the notes, on demand, in gold coin (kronemynt) at their full nominal
value. All bank notes to bearer issued by any one other than the Norges
Bank shall be confiscated, and whoever has issued such notes shall be
bound to indemnify the holder of such a note for the amount named
on the note, and be liable to pay to the Treasury a fine of an equal
amount. Such cases are to be prosecuted as determined for actions
brought before the police courts.
Art. 7. As long as the Bank is redeeming, on demand, its notes at
their full nominal value, in coin, they shall for all payments not
stipulated to be made in gold pass as currency and be legal tender
in the Kingdom.
If, at any time, the Bank should suspend the redemption of its notes
at their full nominal value, they shall cease to be legal tender, except
in relation to the Bank itself, which will then be deemed to be an
ordinary debtor.
In the case of peculiarly menacing circumstances, the King may decide
that the obligation of the Bank to redeem its notes may be provisionally
suspended. Notwithstanding such a suspension of redemption of the
bank notes, they shall not cease to be legal tender.'
Art. 8. The notes issued by the Bank shall be in denominations of
1 ,000, 500, 100, 50, 10 and 5 kroner.
Art. 9. The Bank may issue notes for an amount equal to its gold
reserve and, in addition to these, notes for an amount not to exceed
four hundred and twenty-five million kroner.
The gold reserve of the Bank shall consist of gold, coined or in
bullion, which the Bank has in its own possession or has deposited to
its account with the Royal Mint.
Gold representing a temporary
investment of the Bank's foreign exchange balances is not included
in the gold reserve.
Art. I 0. In the case of quite exceptional circumstances, such as
war, threat of war, or a serious financial crisis, the King may, subject
to the subsequent approval of the Storting, authorize the Bank to issue
additional notes for an amount not to exceed that fixed in the authorization.
The authorization may be given for a fixed period of time, or until
the King otherwise directs.•

• By a Royal Decree of September 27, 1 93 1 , the Bank was provisionally
released from redeeming its notes in gold.
• The Act of November 26, 1920 had authorized the Bank to issue
notes for a sum of 250 million kroner ( raised to 325 million kroner
by an Act of June 30, 1936; see Article 9 ) in excess of its gold reserve,
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The Bank shall pay a tax to the Treasury on the total amount of
the bank notes which might be issued by virtue of the authorization
given in conformity with the present article. This tax shall be calculated
on the amount of notes in circulation at each of the returns which the
Bank will have to present (see Article 37 ) , and for the period which
has elapsed since the preceding return. The tax shall be calculated
at a rate of interest of one per cent below the discount rate of the
Bank at the time of the return last mentioned.
Art. l l . If any of the returns which the Bank is required to present
(see Article 3 7 ) should show that the total amount of bank notes
in circulation exceeds the maximum provided for by Articles 9 and
1 0, the Bank shall immediately report the case to the appropriate
government office, explaining the cause of this excess of note issue.
In this event, the Bank will have to pay to the Treasury a tax on the
total of the excess issue of notes, at a rate of interest equal to the
discount rate of the Bank at the time of the return in which the excess
appeared for the first time. This tax shall increase by one half per
cent for each month during which the excess continues after the end of the
next succeeding month. The tax shall be calculated on the amount of the
excess issue at the time of each of the said returns, and for the period that
has elapsed since the preceding return.
Art. 12. When the Bank has decided to withdraw from circulation
any series of its notes, a notice to this effect shall be publicly read and
registered at all of the ordinary courts of first instance, and inserted
in the Norsk Lysingsblad.
The notes called in shall cease to be legal tender at the earliest one
year after the said notice has been publicly read for the last time;
but the Bank shall continue to be bound to redeem them on presentation.
Notwithstanding this last proviso, the Bank may be authorized to
call in, precluding further redemption, any series of notes that have
been the object of forgery.
When two years have elapsed since the time that the bank notes
have ceased to be legal tender, all notes that have not been redeemed
shall cease to be subject to the provisions relating to the Bank's right
of note issue.
and had, as stated above, made proviSion for an additional note issue
beyond that sum. By a Royal Decree of the same date, the Bank was
authorized to issue additional notes for a sum of 100 million kroner
in excess of the sum named in the Act. By a Royal Decree of January
28, 192 1 , that sum was reduced to 80 million kroner, and by a Royal
Decree of July 1 3 , 1 92 1 , reduced to 50 million kroner; by a Royal
Decree of February 3, 1922, it was further reduced to 25 million
kroner, and by a Royal Decree of December 22, 1926, the extraordinary
right of issue was withdrawn as from the end of December 1926.
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CHAPTER Ill. ACTIVITIES OF THE BANK

Art. 13. The Norges Bank shall have its Head Office in Kristiania.•
It may have Branch Offices in such localities as are or may be designated.
Art. 14. The exchange of gold for bank notes may take place at
the Head Office, and also at the Branch Offices designated for that
purpose by the Supervisory Council of the Bank.
If the amount of the notes to be exchanged by the Bank does not
correspond exactly to an equal value in gold coins, the difference shall
be paid in silver or in other subsidiary coins.
The Bank shall be bound to deliver notes against gold coin [guld i
kronemynt] at its Head Office and at all its Branch Offices. It shall
likewise be bound to deliver notes, at the Head Office and at those
Branch Offices that may be designated for the purpose by the Supervisory
Council of the Bank, against gold bars assayed as to degree of fineness
in such manner as may be prescribed by the Supervisory Council
of the Bank at a price of two thousand four hundred and eighty kroner per
kilogram of fine gold, a deduction of up to one fourth per cent being made
for coinage expenses.7
Art. 15. The Bank has the right to employ its funds for carrying
out the following operations, that is to say :

( a ) making advances against security for a fixed term not exceeding
six months; the shares of the Bank may not be accepted as
security;
( b ) discounting bills of exchange, bond-bills 8 and other certificates
of loan, all documents to be payable within Norway and with
a maturity not exceeding six months;
(c) making advances on current accounts for a period not to exceed
twelve months on security received or on mortgage of immovable
property;

(d) buying and selling bills of exchange payable in foreign countries;
( e ) buying and selling gold and silver;
• Now called Oslo.
7 By an Act of April 1 5, 1 9 1 6, the King was empowered to exempt
the Bank from the obligation to deliver its notes against gold bars
until the end of J anuary 1 9 17. By a Royal Decree of April 28, 1 9 1 6,
the Bank was exempted from this obligation until further notice.
By an Act and a Royal Decree of January 30, 19 17, the exemption
was prolonged to the end of February 1 9 1 8, and by an Act and a Royal
Decree of March 22, 1 9 1 8, to the end of February 1 9 1 9; finally, by
an Act and a Royal Decree of March 28, 1 9 1 9, it was prolonged to
the end of February 1 920. By an Act and a Royal Decree of June
14, 1921, the obligation was suspended again for a period not to
extend beyond the end of February 1 922.
8 Bond-bill (vekselobligasjon )
means a credit document chiefly based
on personal guarantee and usually repayable in installments.
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(f) investing funds in the bonds of the Norwegian State or in the
bonds of the Norwegian Mortgage Bank, as well as in other
securities, domestic or foreign, bearing interest and readily
negotiable. The profits and expenses resulting from such operations
may be entered to the account of a Securities Adjustment Fund.
The Bank may, furthermore, invest a portion of its funds in claims
on foreign banking establishments and in shares in an international
combine of central banks. It also has the right to deposit gold, coined
or in bullion, with foreign banks or deposit institutions.
Art. 16. The Bank may receive, free of charge, sums paid to it
on current account and for transfer.
Warrants not honored by the Bank shall, when protested, be treated
with the same effect as bills of exchange.
Art. 17. The Bank may, in consideration of comm1ss1on, receive
for deposit precious metals, objects of value, and securities, undertaking,
for the last named, collection of interest, installments, coupons and
drawn bonds.
The Bank may further receive for deposit objects under seal or lock.
Art. 18. The Bank may, in consideration of commission:

(a) buy and sell securities of any kind, after having received cover
or after previous delivery to the Bank, respectively;
( b ) effect collections, and remit the proceeds by transfers or drafts
on the Branch Offices.
Art. 19. The Bank shall be bound, free of charge or public expense :

(a) to receive the revenues of the State and the public funds, to
effect payments for their account, and, generally, to have charge
of the money transactions of the State, without, however, advancing
money;
( b ) to receive for safekeeping and management securities or other
objects of value belonging to the State or to the public funds
or deposited with them;
(c) to effect (at the Head Office as well as at the Branch Offices)
delivery of subsidiary coins to public officials and also to private
persons and institutions, etc.
Detailed instructions relating to these duties, and to the keeping of
the accounts necessary for the purpose, may be given by the King.
The question whether the public funds deposited with the Bank should
bear interest, and in case they should, what the rate should be, shall,
failing an agreement between the appropriate government office and
the Board of Directors of the Bank, be decided by the Supervisory
Council of the Bank.
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CHAPTER IV. ADMINISTRATION OF THE B ANK
Art. 20. The Bank shall have a Supervisory Council consisting of
fifteen members, and a managing Board of Directors consisting of five
members. Every Branch Office shall have a Board of Management,
composed of three members elected by the Storting and of the Managing
Director, where such a Director has been appointed.
Art. 21. The members of the Supervisory Council shall be elected
by the Storting for a term of six years. Every three years seven or
eight members, alternately, shall retire from office. Seven substitutes
shall be elected every three years. Members of the Supervisory Council
who are residing at a distance of not less than ten kilometers from
the Head Office shall be entitled to receive reimbursement for traveling
expenses as determined for members of the Storting when traveling to
or from the Storting. Remuneration may be granted to the Chairman
of the Supervisory Council and to the members of its committees.
Art. 22. The Chairman and the Vice-Chairman of the Board of
Directors shall be appointed by the King, who shall previously have heard
the opinion of the Supervisory Council on the subject. The appointments
are made subject to the reciprocal right to terminate the appointment
on six months' notice, with the reservation, however, that they may
be removed from office immediately against payment of their salary
for the said time. They may not hold any other salaried post, nor
may they carry on any commercial, industrial, or banking business.
Their salary shall be fixed by the Storting on the proposal of the King.
The Supervisory Council of the Bank may grant pensions to the Chairman
or Vice-Chairman on their retirement from office, and in the event of their
death, to their widows. The pensions, voted as may be thought fit under
prevailing circumstances, may not for a Chairman or a Vice-Chairman
exceed fifty per cent and, in the event of their death, for their widows,
twenty five per cent, of their salaries at the moment of their ceasing
to hold office.
The other Directors shall be elected by the Storting for a term
of six years. Every three years one or two Directors, alternately, shall
retire from office. Three substitutes shall be elected every three years.
Art. 23. The members of the Board of Management of the Branch
Offices shall be elected by the Storting for a term of six years. Every
three years one or two of them shall, alternately, retire from office.
Three substitutes shall be elected every three years.
The members of the Boards of Management may provisionally be
suspended from office by the Supervisory Council; such resolution shall
without delay be submitted to the Starting for final decision.
The Supervisory Council, acting in conjunction with the Board of
Directors, designates the Branch Offices at which a Managing Director
is to be appointed, and determines their salaries and other conditions
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of appointment. The Managing Directors shall be appointed by the
Supervisory Council, who shall previously have heard the opinion of
the Board of Directors.
Art. 24. The members of the Supervisory Council, of the Board of
Directors and of the Boards of Management who are elected by the
Storting shall enter on their duties on January 1 next following their
election.
The remuneration of the Chairman of the Supervisory Council and
the salaries of the Directors and members of the Boards of Management
who are elected shall be fixed by the Storting on the proposal of the
Supervisory Council.
Art. 25. The substitute members of the Supervisory Council, of the
Board of Directors and of the Boards of Management shall, in cases
of vacancy, enter on their duties in the order of their election. A
substitute called to fill the office of a member shall retire at the
expiration of the term fixed for the member whom he replaces. A
substitute shall be deemed to hold office in the capacity of an ordinary
member only if he replaces a deceased member or a member who has
become insolvent ( see Article 32) .
If a Director or a member of a Board of Management moves to
another locality, or in doubtful cases generally, the Supervisory Council,
reporting the case to the Storting, shall provisionally decide whether
or not the person in question shall continue to exercise his functions.
If more than one substitute has been called to replace any members
of the Supervisory Council, any Directors, or any members of the Boards
of Management, whose terms of office expire at different times, they
shall vacate their office in the inverse order of their election.
Art. 26. Before the end of each year, the Supervisory Council shall
elect from among its own members a Chairman and a Deputy Chairman
for the following year.
The Supervisory Council shall meet quarterly and, in addition, as
often as it deems necessary or the Board of Directors desires. No
resolution shall be passed unless at least nine members are present.
In the case of a tie, the Chairman is to have a deciding vote. The
proceedings shall be entered in the minutes of the Council. The Supervisory
Council may require that the Board of Directors be present at its
meetings. The Board of Directors shall be entitled to be present, unless
the Supervisory Council in each special case may decide otherwise.
Art. 27. It shall be the duty of the Supervisory Council:

(a) to make by-Jaws for the administration and internal service of
the Bank, including directions as to the signatures that shall
be binding on the Bank; the by-laws shall be inserted in the
Norsk Lovtidend;
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( b ) to determine the functions of the Chairman, the Vice-Chairman
and the other members of the Board of Directors;
(c) to submit to the Starting proposals concerning, and to determine
provisionally, the remuneration of the Chairman of the Supervisory
Council and the salaries of the Directors and of the members of
the Boards of Management elected by the Starting; the Supervisory
Council has further the power to determine the remuneration to
be paid to its committees and its secretary; the Chairman shall
not, however, receive any special remuneration as a member
of committees;
(d) to determine the salaries and the pensions of the employees of
the Bank and, after consultation with the Board of Directors
and the Board of Management concerned, to appoint and to
dismiss them, to give them the directions necessary to them,
and to determine the guarantee to be furnished by the cashiers
of the Bank; the appointments of the employees of the Bank
shall be made subject to the reciprocal right of terminating the
appointment on three months' notice;
( e ) to decide, jointly with the Board of Directors, on the question of
establishing or closing Branch Offices;
(f) to determine, jointly with the Board of Directors, the amount of
capital which the Bank, out of its resources for granting loans,
may place at the disposal of each Branch Office;
(g) to elect, provisionally, members of the Boards of Management of
newly established Branch Offices, and their substitutes, as well as
substitutes at the Head Office and the Branch Offices, in cases
of unexpected vacancy;
( h ) to examine and verify at irregular times, at least every three
months, either in its own capacity or through delegates, the
records of the Board of Directors and the records of the Boards
of Management of the Branch Offices, as well as the deposits
placed in the Bank and its cash balances and other holdings;
( i ) to settle any differences that may arise between the officers of
the Bank in regard to their duties, and to deal with complaints
that employees may lodge against their superiors;
( k ) to decide, after consultation with the Board of Directors, either
as a body or, in case of urgency, through a committee consisting
of five members, on all demands for an accommodation with
creditors.
The Board of Directors is entitled to be present at the meetings
of the committee, unless the committee in any particular case
otherwise determines;
(/) to have the accounts of the Bank audited, and decide upon the
adoption of the same;
( m ) to decide on the distribution of the annual profits (see Articles
39 and 40) ;
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( n ) to decide on all matters submitted to it by the
Directors.
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Board of

Art. 28. The Board of Directors shall meet daily, at a time notified
to the public. No resolution may be passed unless at least three members
are present. In the case of an equality of votes, the Chairman or, in
his absence, the Vice-Chairman is to have a deciding vote. The proceedings
shall be entered in the minutes of the Board.
It shall be the duty of the Board of Directors to administer all the
funds of the Bank, and to ensure that the business of the Bank is
conducted in accordance with this Act and the decisions of the Supervisory
Council, it being further the duty of the Board to carry on the business
of the district coming within the jurisdiction of the Head Office.
Two Directors at least, the one being either the Chairman or the
Vice-Chairman, shall be present daily during office hours. A diary shall
be kept for presentation at the meetings of the Board of Directors.
Art. 29. At each Branch Office a Chairman of the Board of Management
shall be elected every year by and from among the members elected
by the Starting.
Where a Managing Director has been appointed, he shall be a member
of the Board of Management and have the right of voting at its meetings.
The Board of Management shall meet according to instructions given
by the Supervisory Council, on days and at a time notified to the public
and, in addition, as often as the Board of Management deems necessary.
No resolution can be passed unless two members are present. Where a
Managing Director has been appointed, three members at least shall
be present. Decisions shall be taken by a majority of votes. In the
case of an equality of votes, the Chairman is to have a casting vote. If
a meeting is legally held with only two members present, no decision
shall be valid unless these members agree. The proceedings shall be
recorded in the minutes of the Board.
The operations transacted by the Branch Offices are the same as
those transacted by the Head Office, unless the Supervisory Council,
in conjunction with the Board of Directors, determines otherwise.
One of the members of the Board of Management elected by the
Starting shall be present daily during office hours; he shall keep a
diary to be presented at the meetings of the Board of Management.
A member of a Board of Management residing outside the town in
which the Branch Office is situated may, by resolution of the Supervisory
Council, be granted an allowance for necessary traveling expenses.
Art. 30. The Directors or the member of the Board of Management
who, in accordance with Articles 28 and 29, have to be present during
office hours, shall have power to act within such limits and subject to
such rules as are prescribed by the Board of Directors or the Board
of Management concerned, with the sanction of the Supervisory Council.
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Art. 31. A Director or a member of a Board of Management may
not take part in any proceedings regarding matters which concern him
personally or concern any person related to him, either directly or by
marriage, in a degree as near as that of first cousin, or in which he himself
or any such other person as mentioned has important economic interests.
No document bearing the signature of a Director or of any member
of a Board of Management may be discounted by the office to which
he is attached. The same rule shall apply to all firms in which a Director
or a member of a Board of Management has important economic interests.
Art. 32. No member of the Government may, so long as he holds
such position, act as a member of the Supervisory Council, as a Director,
or as a member of a Board of Management.
A Director or a member of a Board of Management, or any of their
substitutes, may not, at the same time, be a member of any board of
directors, or a substitute for any such director, in any other bank, nor
may he, without the consent of the Supervisory Council, hold any other
position in another bank.
A member of the Supervisory Council, a Director, or a member of
a Board of M anagement who has become insolvent must resign his
office, and may not, even if he has regained possession of his property,
resume his office unless he has been re-elected.
Art. 33. The officers and employees of the Bank shall be obliged to
observe secrecy about everything they may learn, in their service at the
Bank, about the financial position of any person or institution, unless it be
their duty to speak. This clause does not, however, apply to officers who,
by special commission, have been charged with making investigations.
Art. 34. The provisions of the Acts concerning revenue collectors
and the restrictions imposed on them in regard to the use of their property
shall also apply to the cashiers of the Bank. The Supervisory Council may,
however, waive the right of the Bank in this respect to the same extent as
this may be done by the King in respect of revenue collectors.
Art. 35. All persons in the service of the Bank at the Head Office and
at the Branch Offices are obliged to conform to the general or special
instructions given by the Board of Directors or the Board of Management
in question. The differences that may arise among them in regard to their
duties in the Bank shall be settled by the Board of Directors or the Board
of Management in question.
Art. 36. The Bank shall submit annually a report of its operations. The
report shall be sent to the ministry concerned for submission to the King
and for information of the Starting. The books and holdings of the Bank
shall be presented for inspection by delegates named by the Starting.
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ACCOUNTS AND DIVIDENDS

Art. 37. The Bank shall prepare at least twice a month, and at such
dates as may be fixed by the Supervisory Council, a statement of its financial
position. This statement shall be published as soon as may be.
Art. 38. The annual accounts shall be closed and submitted to the
Supervisory Council before the end of the month of February of the fol
lowing year.
Art. 39. From the gross profits of the year shall be deducted :

( a ) all general charges and expenses; the manufacturing costs of bank
notes and the expenses relating to buildings may, however, be dis
tributed over a period of five years;
( b ) the amount of accounts proved to be or deemed to be irrecoverable;
(c) an appropriate sum to be allocated to the Contingency Fund; any
part of this fund that exceeds the amount deemed necessary to cover
losses may, to the extent determined by the Supervisory Council, be
added to the profits of the year and distributed in conformity with
the provisions of Article 40.
Art. 40. The rest of the profits shall be appropriated as follows :

( a ) to the shareholders, six per cent of the nominal value of the shares;
( b ) up to ten per cent of the remainder to the Reserve Fund or to the
Securities Adjustment Fund, or by apportionment between the said
funds, until they have increased respectively to one half and one fifth
of the share capital.
Appropriations to the said funds may, if the Supervisory Council
thinks fit, be made even after they have reached the limits indicated
above.
Should the funds fall below the limits indicated above, they shall
be built up again in accordance with the same rule.
The provision of Article 39(c) , second clause, shall correspond
ingly apply to the Securities Adjustment Fund.
(c) one half of the remaining balance to the State and one half to the
shareholders, until the aggregate dividend to be paid to them equals
eight per cent;
(d) thereafter, subject to the decision of the Supervisory Council, an
additional sum to be assigned to the Reserve Fund and to the
Securities Adjustment Fund, or to one of them;
(e) four fifths of the remainder to the State and one fifth to the share
holders.
If, in consequence of the above provisions, the portion of the shareholders
should exceed eight per cent of the nominal value of the shares, the surplus
may, in its entirety or in part, be apportioned to the Dividend Regulation
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Fund. The dividend to be paid to the shareholders may not, by means of
the said Fund, be increased so as to exceed eight per cent. Transfers to or
from the Dividend Regulation Fund shall be decided by the Supervisory
Council.
Payments of dividends will be effected either against inscription on the
share certificates or against delivery of coupons.
Art. 41. If the profits of the year should prove insufficient to cover the
losses of the year, proved or deemed to be irrecoverable, the deficiency
shall be made up by transfer from the Reserve Fund.
Art. 42. Dividends are payable at the Head Office or at the Branch
Offices of the Bank; in localities where the Bank has no office, dividends are
payable at the offices of the tax collectors of the State, who for such pay
ments shall be entitled to a commission fixed by the Bank.
CHAPTER VI. MISCELLANEOUS PROVISIONS
Art. 43. Whenever immovable property has been entered for compulsory
sale by auction, including sale on account of bankruptcy, the public registrar
of auctions shall be bound to ascertain whether the said property is mort
gaged to the Norges Bank, and give a statement to this effect at the auction.
In such case he shall, in due time, give notice thereof to the Branch Office
concerned, so that the Board of Management may be present or be repre
sented at the auction. The extract from the register of mortgages required
by the registrars of auctions testifying the mortgage security held by the
Norges Bank in immovable property shall be delivered gratuitously and
be exempt from stamp duty.
Art. 44. All documents issued by the Bank are exempt from stamp duty.
Art. 45. [Repealed]
Art. 46. If loans on bonds and other securities given in pledge to the
Bank are not repaid at the expiration of the fixed term, the Bank may, with
out having recourse to a lawsuit against the pledgors, exercise its rights in
conformity with the stipulations of the documents given in pledge.
CHAPTER VII. FINAL PROVISIONS

[Articles 47-50 are no longer of any practical consequence and have
therefore been omitted here.]
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The Monetary and Credit Act, 1965

I.

1

CHAPTER 1. GENERAL PROVISIONS

Art.
Pursuant to this Act, the King may issue rules for liquidity
reserves [likviditetsreserver], deposits against foreign liabilities, supple
mentary reserves, obligatory investment in bonds, direct regulation of
lending by certain credit institutions, maximum interest rates for loans and
control of bond issues. The Ministry may issue rules requiring statements
from certain credit institutions and information on rates of interest.

Art. 2. Each year the King shall submit to the Storting a report on the
general guidelines for monetary and credit policy during the coming year.
Similarly, in a report to the Storting, the King shall give an account of the
policy which has been pursued during the past year.
General guidelines which have been submitted to the Storting must not be
altered in any essential respect until a special report thereon has been
presented, unless such delay would not be justified in the prevailing economic
situation. In that event the Storting shall be notified as soon as possible of
the changes which have been made.

Art.

3. Before the King takes a decision pursuant to this Act, the Norges
Bank shall be given the opportunity to state its opinion.
CHAPTER 2. LIQUIDITY RESERVES, DEPOSITS AGAINST FOREIGN
LIABILITIES AND SUPPLEMENTARY RESERVES OF
COMMERCIAL AND SAVINGS BANKS
Art. 4. The King may decide that commercial and savings banks shall
maintain specified reserves of primary and secondary liquid assets. The
liquidity reserves shall amount to a specified percentage of the bank's total
liabilities with the exception of liabilities under documentary credit and
assessed but unpaid taxes.
Art. 5. As primary liquid reserves shall be counted the bank's cash
holdings, deposits on current account with the Norges Bank, deposits on
postal transfer account and holdings of Treasury bills.
As secondary liquid reserves shall be counted the bank's holdings of
Norwegian Government bonds and government-guaranteed bonds. For this
purpose, the bonds are assessed at their book value.

1 Lov om adgang til regulering av penge- og kredittforholdene av 25.
juni 1 965 (Act of June 25, 1 965 Authorizing the Regulation of Monetary
and Credit Conditions) . As amended by an Act of June 17, 1966. In the
version given here, the word Chapter corresponds to the Norwegian word
Kapitel and the word Article (Art.) to the sign §. References to "the
Ministry" are to the Ministry of Finance.
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The rate of the primary reserve shall not be set at more than fifteen per
cent for the commercial banks and ten per cent for the savings banks. The
rate of the aggregate primary and secondary liquid reserves may not be set
at more than twenty-five per cent for the commercial banks and forty per
cent for the savings banks. Different rates may be set for commercial and
savings banks and according to the bank's total resources and geographical
location.
Art. 6. The liquid reserves shall be calculated on the basis of the bank's
position at the end of each month.
The King may decide that, within a consecutive period of not more than
twelve months, a deficiency in the reserves in any one month may be
compensated against a surplus in any other month.
Art. 7. The King may decide that commercial and savings banks shall
maintain separate deposits against foreign liabilities calculated on the basis
of the increase in deposits and loans from foreign depositors and lenders.
The increase shall be calculated at the earliest from the date on which the
King issues provisions pursuant to this Article. This requirement shall be
met by deposits on separate current account with the Norges Bank.
The rate for deposits against foreign liabilities may be set differently for
loans and deposits with a term exceeding twelve months and for deposits and
loans having a shorter term. The rate must not exceed one hundred per cent.
Art. 8. The King may decide that commercial and savings banks shall
have supplementary reserves of liquid funds on separate current account with
the Norges Bank. The supplementary reserves shall constitute a specified
percentage of the increase in the bank's lending. The King will issue rules
for the calculation of the increase in lending, and stipulate the date from
which the increase shall be calculated.
The rate for supplementary reserves may be set differently for commercial
and savings banks, for the various lending purposes and according to the
bank's total resources and geographical location. The rate must not exceed
one hundred per cent.
CHAPTER 3.

OBLIGATORY INVESTMENT IN BONDS

Art. 9. The King may decide that commercial and savings banks, life
insurance companies, municipal and private pension funds, and pension
schemes established by collective agreement and approved as service pension
schemes under the tax laws, shall not reduce their holdings, as at a specified
date, of Norwegian Government bonds and other Norwegian bearer bonds.
However, this rule applies only insofar as the holdings of such bonds, in
per cent of total resources, are less than twenty per cent in commercial
banks, forty per cent in savings banks and sixty per cent in other institutions.
The King may decide that institutions of the kind mentioned in the
preceding paragraph, in the event of any subsequent increase in their total
resources, shall procure Norwegian Government bonds or other Norwegian
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bearer bonds for up to sixty per cent of the amount of the increase, until the
institution's holdings of such bonds attain the percentage stipulated in the
preceding paragraph, second sentence, Within this limit, the King may
decide that a certain minimum part of the increase shall be invested in
Norwegian Government bonds.
Provisions as described in the two preceding paragraphs may be formu
lated differently for the various groups of credit institutions, and according
to their total resources and geographical location.
If the total resources of an institution have decreased after the promulga
tion of provisions as described in the first and/or second paragraphs, the
holdings of bonds may be reduced in accordance with rules issued by the
King. The provision of the third paragraph shall similarly apply.
The total assets of the institution shall be counted as its total resources,
unless otherwise provided under Article 1 0. For the purpose of this
Article, the holdings of bonds shall be assessed at their book value. The date
for calculating the holdings of bonds as mentioned in the first paragraph
and the increase in the total resources as mentioned in the second paragraph
shall at the earliest be the date on which the King issues provisions pursuant
to this Article.
Art. 10. Investment in accordance with Article 9, second paragraph, shall
be calculated on the basis of statements from the institution at the end of
each quarter, and the investment requirement shall be met by the end of the
following quarter. The Ministry may issue further rules specifying the
assets to be included for the purpose of calculating the investment.
CHAPTER

4.

OBLIGATORY STATEMENTS AND DIRECT REGULATION OF

Art. 1 1 . The Ministry may decide that companies and foundations whose
object it is to grant or negotiate credit and to place guarantees for credit
shall submit statements to the Norges Dank concerning this activity and
describing how it is financed.
Credit institutions of the kind mentioned in Article 9 of this Act, and
insurance companies other than life insurance companies, credit and
mortgage associations and the State banks, are exempted from the provision
in the preceding paragraph.
In cases of doubt, the Ministry shall decide whether a company or founda
tion comes under the provisions of the first paragraph.
LENDING HY CERTAIN CREDIT INSTITUTIONS

Art. 12. The King may issue rules for the purpo"e of directly regulating
the volume of lending by companies other than life insurance companies,
and by the companies and foundations covered in Article 1 1 .
CHAPTER 5.

REGULATION OF INTEREST RATES AND

Art. 13. The Ministry may decide that commercial and savings banks,
life and other insurance companies, municipal and private pension funds,
CONTROL OF BOND ISSUES

©International Monetary Fund. Not for Redistribution

516

NORWAY

and pension schemes established under collective agreement and approved as
service pension schemes under the tax laws, credit and mortgage associations
and other companies and foundations whose object is the granting or nego
tiation of credit, shall submit statements to the Norges Bank specifying the
rates of interest used in lending and borrowing.
In cases of doubt, the Ministry will decide whether a company or founda
tion comes under the provisions of the preceding paragraph.
Art. 14. The King may issue regulations stipulating the maximum rate
of interest and commission for the various kinds of loans. Exemptions may
be granted from the regulations in specific cases. Further, the King may
decide that any alteration in such interest or commission rates requires the
consent of the Norges Bank.
This Article will not be applicable to interest and commission rates
stipulated in accordance with rules contained in or issued pursuant to other
Acts.
Art. 15. The King may decide that loans against the issue of bearer
bonds, or other negotiable promissory notes issued in series and with
identical text, shall not be raised by public subscription or otherwise save
with the Ministry's consent.
CHAPTER 6. INSPECTION, PENALTY RATE OF INTEREST
AND PENAL PROVISIONS
Art. 16. The King will issue rules of inspection for the purpose of
controlling compliance with the regulations issued pursuant to this Act.
The institutions covered by the Act are obliged, upon request in
each case or in accordance with the general rules of inspection, to supply the
inspecting authority with such information as is necessary for effecting the
control.
The inspecting authority shall be allowed to examine the accounts of the
institutions.
The officials of the inspecting authority are forbidden to divulge to any
unauthorized party such information as they may acquire in the course of
their service.
Art. 17. If the liquid reserves, deposits against foreign liabilities and
supplementary reserves as at any date of calculation are lower than pro
vided under Articles 4-8, or if the holdings of bearer bonds as at any date of
calculation are lower than provided under Article 9, or if the volume of
lending is greater than stipulated pursuant to Article 12, the institution
concerned shall pay interest to the Treasury in accordance with rules to be
issued by the King.
Art. 18. Any intentional or negligent violation of prov!Slons issued
pursuant to Articles 1 1 and 1 3 - 1 5, and any complicity in such violation,
shall be punishable by fine.
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If the person guilty of such violation has acted on behalf of a company
or foundation, such company or foundation may also be fined.
CHAPTER 7. DATE OF ENTRY INTO FORCE
Art. 19. This Act comes into force from the date stipulated by the
King.2 From that date, the Provisional Act of July 17, 1 953 concerning
the right to regulate interest and commission is repealed.
The Act of June 28, 1 952 concerning joint-stock and savings banks'
deposit reserves in the Norges Bank shall expire not later than three months
after the King has issued provisions pursuant to Article 4 of the present
Act.

2 July 1, 1965, in accordance with a Royal Decree of June 25, 1965.

The Commercial Bank Act, 1961 1
SUMMARY
The Commercial B ank Act, 1 96 1 , comprises 45 articles arranged
in 8 chapters as follows : Chapter 1 , Introductory Provisions
(Arts. 1 -3 ) ; Chapter 2, Establishment of Commercial Banks,
Their Articles of Association and Their Share Capital (Arts. 4-8 ) ;
Chapter 3, Supervisory Bodies of a Commercial Bank (Arts. 9-1 8 ) ;
Chapter 4, Activities of Commercial B anks (Arts. 1 9-25 ) ; Chap
ter 5 , Guarantee Fund of the Commercial Banks (Arts. 26-30) ;
Chapter 6, Merger or Liquidation (Arts. 3 1 -41 ) ; Chapter 7,
Penal Provisions (Arts. 42-43 ) ; Chapter 8, Entry into Force of
the Act and Transitional Provisions (Arts. 44-45 ) .
The Act applies to all enterprises which obtain funds for their
activities by receiving deposits from an indeterminate body of
depositors. 2 The term commercial bank for purposes of the Act
1 Lov om forretningsbanker, May 24, 196 1 , as amended by an Act of
May 3 1 , 1963. The Act entered into force on January 1 , 1962. For a con
solidated text in Norwegian, see Norges Lover, 1682-1965 (Oslo, 1966 ) ,
pp. 2330-2339. For a n English text before amendment, see the pamphlet
edition entitled Act Relating to Commercial Banks in Norway (Oslo, 1962 ) ,
published by the Norwegian Bankers' Association. I n the summary pre
sented here, the word Article (Art.) corresponds to the sign § in the
Norwegian version, and the word Chapter to the Norwegian word Kapitel.
2 Notwithstanding this provision, Art. 20 of the Act provides that persons
who deposit money in a new account are required to give their name,
occupation, and address.
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refers to any enterprise to which the Act is applicable in its entirety.
The Act does not apply to the Norges Bank, savings banks (which
are regulated by the Savings Bank Act, 1 9 6 1 ) , or institutions
established by virtue of a special statute ( Art. 1 ) .
Unless otherwise authorized by law, only commercial banks
may use the word "bank" as part of their name or in reference to
their activities ( Art. 2 ) .
Commercial banks shall be organized as joint-stock companies.
The legislation concerning joint-stock companies shall apply only
to the extent that the provisions of this Act do not conflict with
that legislation ( Art. 3 ) .
The articles of association of a commercial bank and any
amendments to them shall be submitted to the King for approval
( Art. 4 ) .
Normally, the minimum share capital of a commercial bank
shall be 1 million kroner. In special cases, however, the King
may authorize, if this appears warranted by the scope of activities
of the prospective bank, a smaller share capital, but not less than
500,000 kroner. Any increase or reduction of the share capital
requires the consent of the King. 3 Before taking a decision on
questions relating to the share capital under Art. 5 of the Act, the
Board of Directors of the Norges Bank shall be given an oppor
tunity to express its views ( Art. 5 ) .
The shares of a commercial bank shall be denominated in
equal amounts of not less than 1 00 kroner. The King may grant
exemptions from this provision when the share capital is increased
or reduced ( Art. 6 ) .
Commercial banks shall normally have at least 20 share
holders who are Norwegian nationals and residents of Norway.
However, institutions and funds administered by the State, Nor
wegian municipalities, Norwegian banks, and corporations and
foundations which are under the direction of a board consisting
exclusively of Norwegian nationals and having its seat in Norway,
are deemed to have met the requirement set forth in the first sen
tence of this paragraph. Persons who are not Norwegian nationals
may by law own shares in amounts not exceeding one tenth of the
3 A bank may also raise money through the issuance of loan certificates,
which normally shall have a lower priority than the regular liabilities of
the bank. However, under Arts. 2 1 and 23 of the Act the King may deter
mine that such loan certificates are of equal rank with the share capital for
purposes of these articles.
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capital; with the consent of the King, however, they may own up to
one fourth of the share capital (Art. 7 ) .
To be registered, a commercial bank must obtain from the King
permission to carry on banking operations. A bank may, subject
to the consent of the Inspectorate of Banks, maintain branch
offices "' in the municipality within which the registered office of the
bank is located. The opening of branch offices outside that
municipality requires the consent of the King (Art. 8 ) .
The King may grant to a foreign company permission to carry
on banking activities through a branch office in Norway, provided
that Norwegian banks have corresponding rights in the country
in which the head office of the foreign company is situated. The
branch office must have a separate board consisting of not less
than three members, all of whom must be Norwegian nationals
resident in Norway. It shall also be supervised by a control com
mittee of three members to be appointed by the Inspectorate of
Banks. Before the King makes any of the decisions relating to
the opening or closing of branch offices pursuant to Art. 8 of the
Act, the Board of Directors of the Norges Bank shall have an
opportunity to express its views thereon (Art. 8 ) .
The Act provides for the following supervisory organs of a
commercial bank: a board of directors, one or more bank man
agers, a committee of representatives, and a control committee
(Arts. 9, 1 0, and 1 1 ) .
The board of directors of a commercial bank shall consist of at
least three members to be elected by the committee of representa
tives ; the elected members shall elect among themselves a chairman
and a vice-chairman. The members of the board must be Nor
wegian nationals resident in Norway ; the King may, however,
grant an exemption from this requirement. A branch office of a
commercial bank located outside the municipality of the head
office may have a separate board of directors consisting of not less
than two members, if the committee of representatives so deter
mines. The board of the head office shall issue directions for the
board of the branch or branch offices ; such directions have to be
approved by the committee of representatives (Art. 9 ) .
A commercial bank shall have a bank manager who shall be a
member of the board of directors and the business manager of
4 Although the Act refers separately to branches and branch offices, the
term branch office is used in this summary to cover both.
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the bank. The articles of association of a bank may provide for
more than one bank manager and may determine whether these
are to be members of the board of directors (Art. 9 ) . A bank
manager or a manager of a branch office must not engage in trade,
industry, or shipping or participate as a member ( including as a
member of the board) of a company engaged in such activities.
Moreover, he may not be an agent or broker for any person
engaged in trade, industry, shipping, or insurance (Art. 1 0 ) .
The committee of representatives shall consist of not less than
nine members and at least half as many alternates. Except with
the consent of the King, only Norwegian nationals resident in
Norway may serve on the committee of representatives. At the
outset, all members and alternates shall be elected by the general
meeting of shareholders from among the shareholders of the bank.
The term of one fourth of the representatives and their alternates
shall expire after one and one-half years ; but before this period has
elapsed the depositors shall be convened by the chairman of the
committee of representatives to elect a corresponding number of
members of the committee of representatives and alternates. Sub
sequently, the general meeting of shareholders shall elect three
fourths of the members of the committee of representatives and
the depositors shall elect one fourth. If, however, the accounts of
a commercial bank on January 1 show a balance sheet total of 1 00
million kroner or more, the King shall appoint one fourth of the
members of the committee of representatives in place of the one
fourth to be elected by the depositors . In these instances, the
Board of Directors of the Norges Bank shall suggest members and
alternates to the King (Art. 1 1 ) .
The committee of representatives of a bank shall each year elect
a control committee of not less than three members and one
alternate. The control committee shall supervise the activities of
the bank and shall ensure that the bank complies with the laws,
the bank's articles of association, and the current guidelines for
monetary and credit policy. To this end, the control committee
may examine the records, books, correspondence, and holdings
of cash and securities of, or deposited with, the bank. The board
of directors and the auditors shall supply the control committee
with any information which it considers necessary to carry out its
functions. The committee of representatives shall adopt direc-
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tives for the control committee; the directives shall b e subject to
the approval of the Inspectorate of Banks ( Art. 1 3 ) .
The committee of representatives shall appoint one or more
auditors and shall adopt directives for the auditors ; the directives
shall be approved by the Inspectorate of Banks (Art. 1 4 ) .
The committee of representatives and the board of directors,
meeting in joint session, shall concur in decisions on the following
matters : ( 1 ) the establishment or discontinuance of a branch
office in municipalities where the bank does not have its head
office or another branch office; ( 2 ) the appointment of a bank
manager; ( 3 ) the question of whether and to what extent a dividend
is to be distributed to the shareholders (Art. 1 5 ) .
At the general meeting of shareholders of a commercial bank,
no one may cast votes representing more than one tenth of the
total shares or cast more than one fifth of the votes represented
at the general meeting. The Inspectorate of Banks shall be notified
of the agenda well in advance of the meeting. A copy of the
proceedings shall be transmitted promptly to the Inspectorate of
Banks. Not later than one week after the regular general meeting,
the Board shall send the annual accounts and balance sheet to at
least one of the newspapers having a wide circulation in the
district (Art. 1 6 ) .
Officials, employees, and auditors of a commercial bank shall
treat information known to them by reason of their position as
secret, if such information concerns the bank, a customer of the
bank, or another bank and its customers, unless they are obliged
to divulge such information under the provisions of this or any
other Act (Art. 1 8 ) .
Subject to the provisions of this and other applicable Acts and
of regulations issued pursuant thereto, a commercial bank may
engage in such transactions and services as banks customarily
perform. A commercial bank may not engage or participate as a
responsible partner or part owner in trade, industry, shipping,
insurance, or other business activities, except to the extent that
such activities may be permissible under the first paragraph of
Art. 1 9 . However, a bank may engage temporarily in one or any
of the aforementioned activities if these activities are incidental to
the settlement of a claim. The Inspectorate of Banks may pre
scribe time limits within which such extraordinary activities are
to be discontinued (Art. 1 9 ) .
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A commercial bank may accept deposits in accordance with its
articles of association and with such regulations as the Inspectorate
of Banks may prescribe for deposits and withdrawals. The
depositor shall receive from the bank a deposit certificate or a pass
book for deposits subject to notice of withdrawal (Art. 20) .
The share capital of a commercial bank, together with the
accumulated reserve funds recorded in the annual accounts ( but
excluding the tax reserve fund ) shall amount to not less than 8 per
cent of the total obligations of the bank. If the annual account
reveals that this requirement is not met, the ministry concerned
may prescribe a time limit within which the deficiency shall be
made up (Art. 2 1 ) .
A commercial bank's liquid assets, as defined in Art. 22 of the
Act, shall be equivalent to not less than 25 per cent of demand
deposits received by the bank from nonbank customers, its net
liabilities-payable on demand or within a month's notice-to
domestic and foreign banks, and other indebtedness vis-a-vis banks.
Art. 22 also provides for an additional minimum asset requirement
equal to at least 5 per cent of the total amount of time deposits
received from nonbank customers. 5
A commercial bank may normally not grant credit to one
customer in amounts exceeding one third of its share capital plus
specified reserve funds. However, this limit may be raised to one
half in respect of an association with a varying number of mem
bers and a varying amount of capital, subject to the consent of the
Inspectorate of Banks (Art. 23 ) .
The book value of the real estate holdings of a commercial
bank ( including shares in real estate companies ) shall normally
not exceed 25 per cent of the share capital of the bank and of
specified reserve funds; the Inspectorate of Banks may, however,
grant exemptions from this provision. Also, the book value of
the holdings of a commercial bank of shares or participations in
companies shall normally not exceed 30 per cent of the share
capital of the bank and of specified reserve funds; but this limit
may be exceeded with the approval of the ministry concerned
( Art. 24 ) .
A commercial bank may not grant loans to, or guarantee
commitments of, the chairman of the committee of representatives,
5 The fourth paragraph of Art. 22 provides for a minimum asset require
ment equal to 10 per cent of the deposit liabilities specified therein.
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members of the board of directors or of the control committee, the
auditors or the bank's own employees, or companies of which any
of these persons is a responsible member or a member of the
board of directors, unless the loan or commitment is secured in
the manner specified in Art. 25 and such security is approved by
the control committee ( Art. 25 ) .
A Guarantee Fund shall be established for the commercial
banks, with the purpose of supporting the activities of the member
banks and ensuring the fulfillment of their obligations. To this
end the Guarantee Fund may ( 1 ) enter into guarantees for school
savings schemes; 6 ( 2 ) make deposits, loans, or guarantees for
loans in support of member banks; ( 3 ) guarantee the fulfillment
by a member bank of its obligations; ( 4 ) cover losses which a
creditor of a member bank may incur; and ( 5 ) engage in such
other activities as are prescribed by the general meeting in accord
ance with the statutes of the Guarantee Fund. The board of
directors of the Guarantee Fund shall determine in each case
whether support shall be given; if the board decides to take
affirmative action, it shall prescribe the form and conditions of its
support (Art. 26 ) .
The Guarantee Fund is an independent legal entity. No member
bank shall have proprietary rights to any part of the Fund. The
general meeting is the highest supervisory body of the Guarantee
Fund; it may be attended by one representative of each member
bank. The general meeting adopts the by-laws of the Fund, elects
the members and alternates of the board of directors, and issues
directives to the board. These by-laws and directives require
the approval of the King. The annual report and accounts of the
board shall be submitted to the general meeting ( Art. 29 ) .
Under Arts. 2 7 and 2 8 of the Act the capital of the Guarantee
Fund shall be not less than 1 t per cent of the aggregate deposits
of the general public with the member b anks ; each member bank
shall make a contribution to the Fund equivalent to 7{0 of 1 per
cent of the total assets of the bank on a specified date, until the
paid-up capital of the Fund equals 2 per cent of the total amount
of the deposits of the general public with the b anks.
• See also the fourth paragraph of Art. 20 of the Act, which reads: "A
commercial bank may only accept deposits under school saving schemes
when the scheme has been approved and the deposits are guaranteed by the
Guarantee Fund of the commercial banks ( see Chapter 5 ) ."
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Any proposal to merge a commercial bank with one or more
other banks must be approved by the King after he has heard the
opinion of the municipal council of the municipality in which the
commercial bank (which intends to be merged with another bank)
has its main office (Art. 3 1 ) .
If the audited balance sheet shows that as a result of losses the
equivalent of only 7 5 per cent or less of the share capital is left,
the board of directors shall immediately notify the committee of
representatives of the situation and send a report on the matter to
the Inspectorate of Banks. The general meeting of shareholders
at the first ordinary or extraordinary meeting-shall decide whether
the bank concerned shall continue its activities or resolve that the
capital of the bank shall be transferred to another bank. If no
such decision is taken, the bank shall be dissolved (Art. 3 2 ) .
If the number of a commercial bank's shareholders who are
Norwegian nationals and residents of Norway falls below 20, the
bank shall, within a period of three months, either remedy the
situation or decide to dissolve the bank (Art. 3 3 ) .
If the board of directors of a commercial bank has reason to
believe that the bank will not be in a position to meet its obligations
when they are due, it shall immediately report its finding to the
Inspectorate of Banks, including a statement of the reasons for the
difficulties and any other information which may be pertinent
(Art. 3 5 ) . The Inspectorate of Banks shall forward such report
to the board of directors of the Guarantee Fund of the commercial
banks. If the Guarantee Fund finds that it cannot give the support
which in the view of the Inspectorate of Banks is called for, and
if such support cannot be secured from other sources, the King
may, having heard the views of the board of directors of the bank,
place the bank under public administration (Art. 3 6 ) .
As soon as a bank has been placed under public administration,
the previous controlling bodies of the bank shall cease to function.
The Ministry [of Finance] shall appoint a board of administration,
comprising three members and alternates. The Inspectorate of
Banks shall give directives to the board of administration con
cerning the exercise of its functions. The Inspectorate shall also
appoint one or more auditors (Art. 3 7 ) .
When a decision has been made to place a bank under public
administration, the bank may no longer accept deposits from the
general public, and, except with the approval of the Inspectorate
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of Banks, the bank may make no payments to depositors or other
creditors. While the bank is under public administration, certain
provisions of the Bankruptcy Act apply (Art. 3 8 ) .
If it is considered to be in the interest of the creditors as well
as in the public interest, the King may decide that the bank
shall resume its operations.

If so, the board of administration

shall arrange for the election of new officials (Art. 3 9 ) .
The board of administration shall try to arrange for the bank to
be merged with or taken over by another bank if this is considered
to be in the interest of the creditors as well as in the public
interest; the concurrence of the King is required (Art. 40) .
The board of administration shall try to arrange for the liquida
tion of a bank not later than a year after it has been placed under
public administration if it is unlikely that the bank will be able to
resume operations or that it will be merged with or taken over by
another bank.

When the liquidation has been completed, the

board of administration shall submit the final accounts for approval
to the Inspectorate of Banks, which, having approved the accounts,
shall announce the liquidation and notify the Trade Registry of
the dissolution of the bank (Art. 4 1 )

.

Any violation of the Act by any of the persons enumerated in
Art. 43 shall be punishable by fines or by imprisonment not
exceeding three months, unless the offence is subject to a more
severe penalty under the penal or other applicable law ( Art. 43 ) .

The Bank Inspection Act, 1956 1
Art. I. Supervision under this Act shall apply to:

1 . commercial banks;
2. savings banks;
3. home finance savings associations : see the Act Concerning Home
Finance Savings Associations of July 10, 1936;
1 Lov om offentlig tilsyn med banker og andre kredittinstitusjoner (Bank
inspeksjonen ) av 7 desember 1956 (Act on Public Supervision of Banks
and Other Credit Institutions (the Bank Inspectorate ) ) , of December 7,
1956. As amended by the Commercial Bank Act, 1961, and the Savings
Bank Act, 1961. In the version given here, the word Article (Art.) corre
sponds to the sign § .
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4. loan associations and other private loan institutions that in accordance
with their by-laws may acquire assets for the purpose of making loans
by taking up loans from unspecified lenders.
Art. 2. Supervision shall be carried out by the Inspectorate of Banks.
The Inspectorate shall be managed by a director and shall furthermore have
a deputy director, a chief inspector, and as many inspectors and other offi
cials as the Storting decides.
The director and deputy director shall be appointed by the King. The
other officials shall be appointed by the competent ministry? Salaries shall
be determined by the Storting.
Art. 3. The Inspectorate shall see to it that the institutions which it
supervises operate in an appropriate and reliable manner in accordance with
the law and rules issued pursuant to the law and the basic purpose of the
institution, its objectives and by-laws.
The Inspectorate shall examine accounts and other statements of the
institutions and shall otherwise undertake any investigation of their position
and activities that it finds necessary. The institutions shall be required, at
any time, to let the Inspectorate examine their records, books, documents,
and information on their holdings of any kind and to provide any informa
tion the Inspectorate may require.
Art. 4. The Inspectorate may require the institutions it supervises:

1. to organize their bookkeeping and yearly rendering of accounts in
accordance with the regulations set down by the Inspectorate;
2. to publish their yearly statement of accounts in the form prescribed
by the Inspectorate;
3. to submit accounts in the manner prescribed by the Inspectorate, to
submit statements regarding their interest rates on deposits and their
interest, discount and commission rates on loans, and otherwise to
submit such information as is considered necessary for compiling
statistics on the activities of the institutions under control;
4. to submit other statements and information which the Inspectorate
considers necessary for carrying out its function;
5. to follow the regulations issued by the Inspectorate with respect to the
form and the content of deposit slips, deposit books and other proof
of deposit;
6. to remedy conditions if the management of an institution has acted

contrary to or been guilty of dereliction of duties that are prescribed
by law or in the institution's by-laws;

2

In this case, the Ministry of Finance.
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7. to remedy faulty allocation of the institution's resources and to adjust
its activities to conform to rules that in accordance with law are issued
by the Storting, the King, a ministry, or the Norges Bank.
Art. 5. The Inspectorate may convene the board of directors, the control
committee, the committee of shareholders' and depositors' representatives,
or similar bodies of institutions that are under the supervision of the Inspec
torate. At such meetings and at general meetings the Inspectorate may have
a representative and may make proposals but shall not have the right to
vote. If a special general meeting is not called when the Inspectorate re
quests it, the Inspectorate may call such a general meeting.
Contravention of provisions that apply to institutions under the super
vision of the Inspectorate of Banks may be reported to the office of the
public prosecutor or to the competent public authorities concerned.
Art. 6. Appeals against decisions made by the Inspectorate may be sub
mitted for settlement, by the institution's representative or by the official
whom the decision concerns, to a committee composed of five members.
The committee shall decide whether the appeal shall have a suspensive
effect.
The committee may require the appellant to pay the cost of handling the
appeal if the decision is unfavorable.
The King shall appoint the committee and three alternates, decide who
shall be the chairman and the alternate chairman, determine their remunera
tion and issue further regulations for the activity of the committee.
Art. 7. Officials of the Inspectorate shall be pledged to secrecy vis-a-vis
unauthorized persons in respect of matters that have come to their knowledge
in the course of their work, nor may they make use of such information for
business purposes. The pledge to secrecy does not apply vis-a-vis the Norges
Bank.
Officials of the Inspectorate may not be employed by, perform salaried
work for, or be members of the board of directors, the committee of share
holders' and depositors' representatives, or a similar body of any institution
that is under the supervision of the Inspectorate.
These institutions shall not make loans against an endorsement or other
guarantee by an official of the Inspectorate or by a company of whose man
agement such an official is a member, nor shall they make loans to officials
of the Inspectorate without in each case receiving the approval of the compe
tent ministry for a loan to the Inspectorate's director or deputy director or
the approval of the Inspectorate's director for loans to other officials.
Art. 8. The Inspectorate shall prepare briefs on all matters falling under
its supervision when decisions are to be taken by the King or a ministry.
The King may issue further regulations regarding the activities of the
Inspectorate.
The Inspectorate shall each year submit a report on its activities to the
competent ministry.
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Art. 9. The cost of the Inspectorate and of the appeals committee
referred to in Article 6 shall be covered by the institutions that were under
the Inspectorate's supervision at the beginning of the year for which the
assessment is made. In distributing the cost among the various institutions
or groups of institutions, the amount of capital on deposit at the beginning
of the year and the scope of their inspection shall be taken into considera
tion. However, none shall pay less than fifty kroner and none more than
twenty-five thousand kroner a year. Assessment shall be made by the Inspec
torate but shall be approved by the competent ministry.
The assessment of home finance savings associations for their share
of the cost shall be paid from the National Treasury.
The assessments may be collected by attachment if they are not paid
within two months after the institution concerned has been notified
of the assessment.
Art. 10. Representatives or officials of institutions subject to the
supervision of the Inspectorate who contravene this Act or rules or
regulations issued pursuant to this Act, or who participate in such
contravention, shall be punishable by fine or, in particularly grave
circumstances, by imprisonment of up to three months, insofar as the
case is not subject to more severe penal provisions.
If a directive of the Inspectorate is not complied with, the competent
ministry 3 may decide that the party which does not comply with the
directive shall pay a continuous daily fine until the matter is rectified.
The fine may be collected by attachment.
Art. 1 1.
I.

This Act shall become effective immediately.

[Paragraphs Il and Ill, which provide for the repeal of various acts and
the amendment of others, have been omitted here.]
IV.

At the same time, the activities ascribed by law to the Inspectorate
of Banks or the head of the Inspectorate of Banks, the Inspectorate
of Savings Banks or the head of the Inspectorate of Savings Banks,
or the Inspectorate of Banks and Savings Banks shall be vested in the
Inspectorate referred to in this Act.

3 In this case, the Ministry of Finance.
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The Monetary Unit : A Note
The basic monetary unit of Norway is the krone.
Art. 1 of the Monetary Act, 1 875 ( see below) , designates the
krone as the monetary unit of the Kingdom of Norway. On the
legal and factual status of the krone as unit of account and money
of payment in the period 1 905-50, see Rem� Sedillot, Toutes les
monnaies du monde: Dictionnaire des changes (Paris, 1 95 5 ) ,
pp. 1 04- 1 05.
Par Value. With effect from December 1 8, 1 946, Norway
agreed with the International Monetary Fund on an initial par value
for the krone of 0. 1 7 9067 gram of fine gold per krone or 4.96278
kroner per U.S. dollar. With effect from September 1 8, 1 949, the
Fund concurred in the proposal of Norway to change the par value
to 0. 1 244 1 4 gram of fine gold per krone or 7 . 1 4286 kroner per
U.S. dollar.

I.

The Monetary Act, 1875 1

Art.
The monetary system of the Kingdom shall be based upon
gold, and the monetary unit shall be a krone, which shall be divided
into 100 �re. [The value of the krone shall correspond to a weight of
2%2 ( twenty-five sixty-seconds) , or 0.40323, gram of fine gold.] 2
Art. 2. Gold coins, which shall be made of standard gold consisting
of 90 parts by weight of fine gold and 10 parts by weight of copper,
shall be minted in the following denominations:

1.

20-krone pieces: 124 of these shall contain 1 kilogram of fine
gold and each coin shall accordingly have a gross weight of
8.9606 grams. The diameter of a coin shall be 23 millimeters.

1 Lov om Pengevresenet, April 17, 1 875, as amended through July
3 1, 1 966. In the version given here, as well as in the six supplementary
acts published below (pp. 5 35-53 8 ) , the word Article (Art. ) corresponds
to the sign §; also, the word kronemynt has been translated as krone
currency and the word speciesmynt as species currency.
It should be noted that the By-Laws of the Norges Bank provide in
Chapter IIA, paragraph 1, that the Royal Mint shall be a department
(avdeling) of the Norges Bank. In this connection, see the Act of
December 22, 1961, p. 538, below.
2 This definition of the gold content of the krone, though technically
not repealed, has in practice been superseded. The par value in terms of
gold which has been agreed with the International Monetary Fund with
effect from September 18, 1 949 is 0 . 1 24414 gram of fine gold per krone.
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1 0-krone pieces: 248 of these shall contain 1 kilogram of fine
gold and each coin shall accordingly have a gross weight of
4.4803 grams. The diameter of a coin shall be 1 8 millimeters.

Art. 3. Silver coins shall be used only as subsidiary currency and
shall be minted only for account of the State. They may be minted in
the following denominations with the dimensions, weights and fineness
indicated:

Parts by Weight
(fine
silver)
(copper)

Diameter
( millimeters )
2
1
50
40
25
10

kroner
krone
�re
�re
�re
�re

31
25
22
20
17
15

80
80
60
60
60
40

20
20
40
40
40
60

Gross
Weight
(grams)

Fine
Silver
Content
(grams)
12
6
3
2.4
1 .452
0.58

15
7.5
5
4
2.42
1 .45

Art. 4. Bronze, consisting of 95 parts by weight of copper, 4 parts
by weight of tin and 1 part by weight of zinc, may also be used
only for account of the State, and for minting subsidiary coins of the
following denominations, dimensions and weights :

Diameter
( millimeters)
27

5 �re

2 9)re

Number of Coins from
One Kilogram of Bronze
125 pieces
250 pieces
500 pieces

21

16

1 �re

Art. 5. The King, with the assent of the Storting, may authorize the
issue of such amounts of the different kinds of subsidiary coins specified
in Articles 3 and 4 as are judged necessary.
Art 6. Should it prove impossible to attain absolute precision in
regard to the weight and fineness of the individual coins, the remedy
above or below the statutory weight and fineness shall nevertheless not
exceed the following :

Weight
(tested by
(tested
kilogram )
singly)
For 20-krone pieces .
For 1 0-krone pieces .
For 2-krone pieces .
For 1-krone pieces .
For 50-�re pieces .
For 40-�re pieces .
For 25-9)re pieces .
For 10-�re pieces . . . . . .

0.00 1 5
0.0020
0.003
0.005

.

0.006
0.006
0.0 10
0.0 1 5

Fineness of
Gross Weight
of Each Coin

} 0.00 15 fine gold

l

0.003 fine .il'<'
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Care shall, however, be taken, when minting gold, that the remedy
in weight for each lot of 1 0 kilograms of standard gold does not
exceed 5 grams.
Art. 7. A standard kilogram shall be preserved
made of platinum-iridium and corresponding to
archives which is kept in Paris, and also standard
of the same metal and weighing respectively 4.4803

in the State archives,
the kilogramme des
money weights made
and 8.9606 grams.

Art. 8. Standard weights representing the normal weights for gold
coins, and others representing the weights at which the said coins cease,
under Article 1 1, to be legal tender except for payments to the Treasury,
shall be kept in the Gauging Office at Kristiania,S in accordance with
regulations to be issued by the King.
Art. 9. Only the coins specified in Articles 2, 3, and 4 may be
issued in this Kingdom. The gold and silver coins, with the exception
of 24-skilling pieces, issued under the Monetary Act of June 4, 1873,
shall be equal in every respect to the said coins. All these coins shall
be designated krone currency.
The Government shall retain the exclusive privilege of minting coins.
Further instructions regarding the method of minting and the device
on the coins shall be promulgated by the King.
Any person bringing gold to the Royal Mint, in such quantities and
of such fineness as prescribed in regulations to be issued by the King,
shall be entitled to have it made without undue delay into 10-krone
pieces, against payment of one third of one per cent of the value of
the sum minted, or into 20-krone pieces against payment of one fourth
of one per cent of such value.
Art. 10. No one shall be bound to accept in a single payment a
sum larger than 20 kroner in 1- or 2-krone pieces, or a sum larger
than 5 kroner in lesser silver coins, or a sum larger than 1 kroner in
bronze coins.
Art. 11. [Repealed]
Art. 12. Coins which, according to the proviSions of the preceding
article,4 only constitute legal tender in payments to Treasury offices
may be exchanged in such offices up to any amount against current
coins of the same description. Facilities shall also be provided for
exchanging at a Treasury office, against gold coin, current subsidiary
coin in multiples of 10 kroner. The public cash offices where such
exchanges may be effected shall be designated by the King.
Art. 13. Coins which have ceased to constitute legal tender for
payments to any person may not be reissued after being received by
s

Now called Oslo.

4 As Art. 1 1 has been repealed, see Art. 4 of Act No. 3 of June 8, 1 8 8 1 ,

p . 5 3 5 , below.
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a public cash office; the latter shall retain all such currency, in pursuance
of regulations to be issued by the King. The same rule shall apply to
silver krone currency that is four per cent or more below the statutory
weight.
Coins withdrawn from circulation by the Treasury in virtue of the
present article shall be melted down.
Art. 14. The King may delegate authority from the Treasury to
the higher officials of exchange offices for the work imposed on them
by the withdrawal of the older coinage from circulation.
Art. 15. All coins minted in the Kingdom since the year 1 8 14 and
still circulating therein, except krone currency, shall be exchanged by the
Treasury at its value in krone currency at the rate laid down in Article
2 1 , provided that it has not been seriously or unlawfully damaged.
This exchange must be effected at the latest, in the case of 3- and
1 2-skilling pieces, before the end of the year 1 884, and in the case
of other pieces of species currency, at the latest before the end of the
year 1 8 8 1 , at such times and in such manner as the King may direct.
The King may similarly order the redemption of all species currency
issued prior to 1 8 14 which has been current in the Kingdom and not
already withdrawn from circulation, and may, further, if he thinks fit,
conclude an agreement with the Kingdom of Denmark providing for
such redemption to be effected on joint account.
Art. 16. Species currency shall continue to be legal tender in the
same way as krone currency at the rate laid down in Article 2 1 , until
one year prior to the expiry of the time limit which may be fixed,
under Article 15, for their withdrawal from circulation.
Nevertheless, no one other than a government office shall be bound
to accept in a single payment more than 5 speciesdaler, in whole, half
or fifth parts of a speciesdaler, or to accept minor coins in a larger
amount than 1 speciesdaler.
Art. 17. The Norges Bank shall be bound to redeem its notes in gold
krone currency. Nevertheless, such redemption may, until the end of
the year 1876, be effected not only in Norwegian gold currency, but
also also in Swedish or Danish gold currency, reckoned at par; or in English
sovereigns weighing not less than 7.938 grams apiece, at the rate of
1 8 kroner 1 6 pre; or in German 20-mark pieces weighing not less than
7.926 grams, at the rate of 1 7 kroner 78 pre; or finally, at corresponding
rates, in half-sovereigns or 1 0-mark pieces weighing respectively not
less than one half the weights specified above. Such coins shall be
weighted separately before being issued by the Bank.
Should the notes presented for redemption not correspond to an
exact number of gold coins, the balance may be paid in silver coin or
other subsidiary coin.
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18. Notes o f the Norges Bank expressed i n species currency
shall be exchanged as early as possible against notes of 1 ,000, 500,
1 00, 50, 10 and 5 kroner. Notes expressed in species currency, even
if they have not already been withdrawn from circulation by the Bank,
shall cease to be legal tender at the end of the year 1 878, except for
payments to the Norges Bank, and shall not be reissued by the
Bank.

Art.

19. The Norges Bank shall deliver notes against gold krone
currency at any of its branches. It shall also be bound, both at its
Head Office and at Branch Offices designated by the Board of the Bank,
to deliver notes in exchange for bar gold, the fineness of which has
been ascertained by such methods as the Board may direct, at a rate
of 2,480 kroner per kilogram of fine gold, subject to a deduction of
not more than one fourth of one per cent for mintage charges. Gold
thus received, whether minted or otherwise, shall not be included in
the legal reserve of the Bank. 5
Article 6 of the Banking Law of August 8, 1 842, and the provisions
of Article 1 of the Banking Law of September 28, 1 857 (cf. Article
3 and the Law of June 6, 1 863 ) , authorizing an increased issue of
notes against the metallic reserve constituted by cash received in exchange
for notes, shall continue to stand repealed.

Art.

20. The legal reserve of the Bank shall be converted into
gold krone currency in accordance with the provisions of Article 2 1 .
Nevertheless, a portion o f the Bank's legal reserve may consist o f silver,
at the Board's discretion, and the Bank may, notwithstanding the legal
provisions in force, have not more than one half of its metallic reserve
deposited abroad until the end of the year 1 876. For the rest, the
regulations in force concerning the silver reserve of the Bank and the
provisions connected therewith shall be applicable to the gold reserve.

Art.

21. When payment of debts or other liabilities expressed in
speciesdaler is effected in krone currency, 1 speciesdaler shall be deemed
equivalent to 4 kroner and 1 skilling equivalent to 31;3 �re.

Art.

22. As from January 1, 1 877, all accounts of the Government, of
municipalities, of public foundations, and of establishments or institutions
which are either placed under public administration or enjoy a
privileged position under an official charter embodied in their statutes,
shall be kept in krone currency. The same rule shall apply to private
accounts which are required to be kept in pursuance of a law. As from
the same date, no application may be made before a court of law
or any other public authority for payment of a claim otherwise than
in krone currency.
5

See also the Norges Bank Act, 1892, Arts. 9 and 1 0, pp. 502-503, above.
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Art. 23. If, in the interval between the promulgation of the present
Act and January 1, 1877, any public authority should issue or approve
a new scale of charges payable in cash, and if such scale should take
effect in the said interval and continue in force thereafter, the amounts
of such charges shall be fixed both in kroner and in species currency.

Art. 24. All former scales of charges established by law or other
administrative measure shall be converted into krone currency before
January 1 , 1 877 at the rates specified in Article 21.
Should such conversion result in inconvenient fractions, the amount
of the charge shall, so far as possible, be modified so as to eliminate
the fraction, or, if that appears undesirable, so as to replace it by a
more convenient fraction. Where the proceeds of such charge accrue
to a person employed or commissioned by the public authorities, he shall
always be bound to accept such modification if his receipts are not
on the whole diminished thereby. The conversion, and where necessary
the modification, shall be carried out by the Government if the charge
was established by law, and in other cases by the authority which
prescribed or approved it.
Charges thus converted or modified shall be made public before
January 1 , 1 877.

Art. 25. Money issued in Sweden or Denmark of the same description
as krone currency issued in Norway shall be equal to the Norwegian
currency in all respects, both as regards its legal-tender aspects and as
regards the obligations of the State in respect of redemption and other
matters connected therewith, for as long as it shall be so provided
by a reciprocal agreement between the said countries, and, for the
purposes of Article 12, for eighteen months after the expiry of such
an agreement.e Any money retained by the public cash offices under
Article 1 3 shall, if it was issued in Sweden or Denmark, be transmitted
for exchange to the competent Ministry of Finance.'
Art. 26. [Repeal clause, including repeal of "all other legal provisions
conflicting with the present A ct."]

See also Art. 1 of the Act of March 1 8, 1924, p. 537, below.
7 For a brief description of the Monetary Convention between Norway,
Sweden, and Denmark, see footnote 4 on p. 137, above.
---

0
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Acts Supplementing the Monetary Act, 1875

I.

Act of June 3, 1331

1

Art.
In addition to the gold coins specified in Article 2 of the
Monetary Law of April 1 7 , 1 875, standard gold, consisting of 90
parts by weight of fine gold and 10 parts by weight of copper, may
be used for the minting of 5-krone pieces, 496 of which shall contain
1 kilogram of fine gold, so that each coin shall have a gross weight of
2.240 1 5 grams. The diameter of the coin shall be 16 millimeters.
Art. 2. Should it be impossible to attain absolute precision regarding
the weight and fineness of individual coins, the remedy above or below
the statutory weight shall not, for 5-krone pieces, exceed 0.003; care
shall, however, be taken, when minting such coins, that the remedy
in weight does not exceed 5 grams for each lot of 10 kilograms of
standard gold. The remedy in fineness must not exceed 0.00 15, above
or below the statutory fineness, of the gross weight of each coin.
Art. 3. Five-krone pieces shall be issued solely for account of the
State. The King may, with the assent of the Storting, order the issue
of such amounts of these coins as are considered necessary.
Five-krone pieces issued in Norway, Sweden or Denmark shall be
subject to the relevant provisions of the Monetary Act of April 17,
1 875, concerning gold coins.
Art. 4. Coins which have suffered serious or unlawful damage or
have become so worn that it cannot be determined with certainty on
account of which kingdom they were issued shall cease to be legal
tender. The Finance Department may nevertheless authorize the payment
in full of the nominal value of subsidiary coins which have suffered
serious or unlawful damage, provided that such damage has not involved
a material reduction in the weight of the coin and if there is ground
for presuming that the applicant accepted the coin in good faith, without
any neglect of reasonable precautions, and did not himself deliberately
cause the damage.
Twenty- and 10-krone pieces shall cease to be legal tender, otherwise
than for payments to the Treasury, if they have become so worn as
to lose more than Vz per cent of the standard weight; and 5-krone
pieces when they have lost more than o/J.o per cent of such weight;
and subsidiary coins when they are so worn that the device has become
indistinct.
Gold coins received by the Norges Bank shall be weighed separately
there, and those found to be no longer legal tender otherwise than for
payments to the Treasury shall be sent to the Treasury for exchange.

' As amended by an Act of July 20, 1 895.
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Art. 5. Article 1 1 of the Monetary Act of April 17, 1875 is hereby
repealed.

Act of May 25, 1917
Art. 1 . Subsidiary coins of the following denominations, having the
value, dimensions and weights indicated, may be minted of iron :

Diameter

( millimeters)
27
5 j21re
21
2 j21re
1 j21re . . . . . . . . . . . . . . . 1 6

Number of Coins from
One Kilogram of Iron
144
288
576

Art. 2. Iron coins shall be minted only for account of the State.
The King may, with the assent of the Storting, order the minting of
such quantities as are considered necessary.
Subsidiary coins minted in Norway, Denmark or Sweden shall be
subject to the relevant provisions of the Monetary Act of April 17,
1 8 75 and of the supplementary Acts of June 8, 1 8 8 1 and July 20, 1895.'
Art. 3. No one need accept, in a single payment, a sum greater
than 1 krone in iron coins.
Art. 4. This Act shall come into force immediately.

Act of June 16, 1920
Art. 1. Subsidiary coins of the following denominations, having the
values, dimensions and weights indicated, may be minted of cupronickel :

Diameter

Parts by Weight

(millimeters) Copper
. .
. . 22
50 j21re .
75
17
25 j21re . . . .
. . . .
1 0 tsre .
15
.

.

.

.

.

.

.

.

.

.

.

}

Nickel
25

Weight

(grams)
4.8
2.4
1.5

These coins shall be struck with a milled edge.

Art. 2. Cupronickel coins shall be minted only for account of the
State. The King may, with the assent of the Storting, order the minting
of such quantities of these coins as are considered necessary.
The relevant provisions of the Monetary Act of April 17, 1875,
and of the supplementary Acts of June 8, 1 8 8 1 and July 20, 1895, shall
be applicable to cupronickel subsidiary coins minted in Norway, Denmark
and Sweden.'
• See also Art. 1 of the Act of March 18, 1 924, p. 537, below.
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Art. 3 . N o one need accept, i n a single payment, a sum greater than
5 kroner in cupronickel coins.
Art. 4. This Act shall come into force immediately.

I.

Act of March 18, 1924 3

Art.
Nothing in the provisions of the Monetary Act of April
17, 1 875, Article 9, first paragraph (see also Article 25 ) , shall prevent
the minting in Norway of subsidiary coins in the denominations prescribed
in Articles 3 and 4 of the said Act; in accordance with a mutual agreement
concluded with Denmark and Sweden, such coins shall have legal
currency only within the boundaries of the Kingdom.
Detailed instructions regarding the metal content, weight, dimensions,
form and legend of such subsidiary money shall be issued by the
King.
Subsidiary coins of a denomination of 5 kroner may also be minted
under this Act. The provisions of the second paragraph will apply.
Art. 2. The coins specified in Article 1 of this Act shall be designated
special subsidiary coins and shall be minted solely for account of the
State. The King may, with the assent of the Storting, order the minting
of such quantities of these coins as are considered necessary.
Special subsidiary coins shall be exchanged by the Treasury offices,
on demand, at their nominal gold value, for current coins of the same
description or against notes of the Norges Bank.
For the rest, special subsidiary coins shall be subject to the relevant
provisions of the Monetary Act of April 17, 1875, and of the
supplementary Acts of June 8 , 188 1 and July 20, 1895, except as
otherwise herein provided.
Art. 3. No one need receive, in a single payment, a sum larger than
50 kroner, 20 kroner, 5 kroner, or 1 krone in special subsidiary coins
of a denomination of 5 kroner, 1-2 kroner, 10-50 121re and 1-5 121re,
respectively.

Art. 4.

Subsidiary coins minted and in circulation in Norway, other
than special subsidiary coins, shall cease to be legal tender from a
date to be fixed by the King. Subsidiary coins which have ceased to
be legal tender may be redeemed by the Treasury cash offices within
such period and under such conditions as may be ordered by the King.
The said coins shall be exchanged, at their nominal gold value, against
other subsidiary coins current at the time of exchange, or against
notes of the Norges Bank, except as may be otherwise provided by
reciprocal agreement between Denmark and Sweden.
Art. 5. This Act shall come into force immediately.
• As amended by an Act of December 22, 1961.
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Act of December 22, 1961 1
Art. 1. The coinage system shall be taken over by the Norges Bank.
Subsidiary coins shall be minted for the account of the Norges Bank.
The Norges Bank may mint coins to the extent that it considers necessary
to satisfy the requirements of the economy. All redemption and exchange
obligations now incumbent by law upon the Government shall be taken
over by the Norges Bank.
Art. 2. This Law shall enter into force on January 1 , 1962.

Act of March 20, 1 964
Art. 1. In connection with the 1 50th anniversary of Norway's Constitu
tion, a silver coin shall be minted with a denomination of 10 kroner and
a metal content of ninety per cent silver and ten per cent copper.
The King shall establish the form, size, weight, design and number to be
minted of the coin.
Art. 2. The Monetary Law of April 1 7 , 1 875, together with its supple
mentary laws, shall remain in force insofar as they are applicable and do
not run counter to the present Law.
No one shall be required in a single transaction to accept this coin in an
amount exceeding 1 00 kroner.
Art. 3. The difference between the value of the coin to be placed in cir
culation and its cost of production shall be earmarked, with the approval
of Parliament, for purposes beneficial to the public.
Art. 4. Blanks and other raw materials for this coin shall be exempted
from duties and taxes payable to the Treasury.
Art. 5. This Law shall enter into force immediately.

Lov om overfylring av myntvesenet til Norges Bank, av 22 desember
1 9 6 1 (Act on Transfering the Coinage System to the Norges Bank, of
December 22, 1 96 1 ) .
•
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Bretton Woods Agreements : A Note
On December 1 9, 1 945, the Starting adopted a Resolution
authorizing the Government to ratify the Articles of Agreement
of the International Monetary Fund, signed at Bretton Woods,
New Hampshire, on July 22, 1 944. On the same day it adopted
a Resolution providing in the budget for the fiscal year July 1 ,
1 946-June 30, 1 947 for a new item relating to Norway's sub
scription to the International Monetary Fund. The instrument of
acceptance was deposited on behalf of Norway at the Department
of State in Washington, D.C., on December 27, 1 945.
Norway's initial quota in the Fund, US$50 million, was increased
to US$ 1 00 million with effect from September 25, 1 959, and to
US$ 1 5 0 million with effect from May 5, 1 966 (pursuant to Resolu
tions of the Board of Governors of the Fund Nos. 1 4-4 and 20-7,
respectively) .
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The Charter of the Bank of Portugal, 1931 1
NoTE : -The Bank of Portugal (Banco de Portugal) was estab
lished by virtue of a Decree of November 1 9 , 1 846 and was
originally governed by the provisions of this Decree and of the
Law of November 26, 1 846 confirming the Organic Law of the
Bank of Portugal. The 1 846 Decree and Law were designed to
ensure, or at least to strengthen, the Bank's exclusive right to issue
notes. However, the note issue monopoly of the Bank was clearly
set forth for the first time in paragraph 1 2 of the contract between
the Board of Directors of the Bank and the Government, dated
December 1 0, 1 887. From 1 88 7 to 1 9 3 1 , a Charter was in force
which had been drawn up in accordance with the Law of July 29,
1 88 7 and related Decrees of December 3, 1 89 1 and July 1 6,
1 906. The Bank is at present governed by the Charter of June 30,
1 9 3 L as amended.

CHAPTER I. FOUNDATION, HEADQUARTERS, PURPOSES, DURATION
AND LIQUIDATION OF THE BANK

I.

Art.
The Bank of Portugal, retaining the same name, shall continue
its legal existence in the form of a joint-stock company with limited liability
for an indeterminate period of time and shall henceforth be governed by
the Charter approved by Decree No. 19962 of June 29, 1 9 3 1 and amended
by decisions of the Extraordinary General Meetings approved by Decrees
No. 26476 of March 30, 1936, No. 29959 of October 7, 1939, No.
35575 of April 3, 1946, No. 37535 of August 3 1, 1949, No. 3 8478
of October 29, 195 1, No. 43242 of October 1 8, 1960, No. 43342 of
November 22, 1960 and No. 44432 of June 29, 1962.
Art. 2. The Bank shall have its head office in Lisbon and branches
or agencies in all capitals of administrative districts in metropolitan Por
tugal.
Par. 1 . It may have branches, agencies or correspondents in other local
ities where they are recognized as useful, as well as delegations from its
head office to the Council of Lisbon and correspondents abroad.
1 Estatutos do Banco de Portugal. As amended through July 3 1, 1966.
For a consolidated version in Portuguese embodying the original document
of June 30, 193 1 and all amendments made through 1962, see the
pamphlet edition published by the Bank of Portugal, entitled Estatutos do
Banco de Portugal ( Lisbon, 1963 ) , on which the translation given here is
based.
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Par. 2. The opening of branches and agencies as provided in the fore
going paragraph shall require the authorization of the Minister of Finance.
Art. 3. The Bank of Portugal, during the thirty years from July 1, 1961
through June 30, 1991, shall retain the privilege granted it by the con
tract of December 1 0, 1 887 and successively maintained or renewed by
the contracts of December 4, 1891, April 29, 1918, June 29, 1931,
June 28, 196 1 and the contract authorized by Decree-Law No. 44432 of
June 29, 1962.
Sole Paragraph. Should the privilege cease to exist before the debts of
the State are paid in full, the State shall be obligated to repay the Bank,
on that date, the amount owed to it.

4.

Art.
The Bank of Portugal, during this extension of its privilege and
thus through June 30, 1991, shall exercise in metropolitan Portugal the
functions of bank of issue, central bank and reserve bank, and those of
general cash department of the Treasury and central exchequer of the
Treasury in the administrative districts, in accordance with such legal, con
tractual and statutory regulations as govern or may in future govern its
privilege and functions.
Sole Paragraph . In order to fulfill the obligation thus assumed, the
Bank of Portugal shall ensure the regularity and continuity of the note
issue as a public service and shall exercise the functions of banker of the
State; and, under the guidance of the Minister of Finance, shall :

1. Promote the coordination of the money supply with the require
ments of economic activity;
2. Regulate the functioning of the money market;
3. Ensure settlement of the exchange operations required by the
national economy, under the applicable legislation and regulations and
the clearing agreements and bilateral and multilateral payments
agreements signed by the Government, or by the Bank with authoriza
tion from the Government;
4. Act as lender to the banking system.
Art. 5. If, before the end of the period referred to in Article 4, losses
should occur which reduce the paid-up capital to three fourths of the for
mer amount, and if the General Meeting of Shareholders does not imme
diately replenish such capital by new subscriptions, the Bank shall be dis
solved by decree of the Government, with the consent of the Office of the
Attorney General of the Republic, and consequently liquidated.
Art. 6. If the Bank is liquidated, its assets and liabilities shall be ap
praised by three experts, one appointed by the Government, one by the
Bank, and one by agreement between the Government and the Bank.
The nominal value of the shares shall be delivered to the shareholders
and the excess shall be divided in the proportion of one third for them
and two thirds for the State.
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CHAPTER 11. CAPITAL AND RESERVES
Art. 7. The capital stock of the Bank of Portugal shall be increased
to two hundred thousand contos, in shares of one conto each.2
Par. 1. The present shares shall be replaced by new ones in the propor
tion of one old to one new share.
Par. 2. This exchange shall take place over a period of eighteen months
from the effective date of the present Charter, except in the case of force
majeure duly proved by the shareholder.
Par. 3. If the exchange is not made because present shares are not sub
mitted, a corresponding amount of new shares shall be offered to the
public in the name and for the account of the shareholder and subject to
such conditions as may be prescribed by the Bank.
Art. 8. The issues required to carry out the capital increase provided
for in Article 7 may be made in one or more series of shares, by agree
ment with the Government, it being incumbent on the General Council of
the Bank to establish the price and other conditions governing the offer to
the public of the shares to be issued.
Sole Paragraph. The shares to be issued, insofar as they exceed the
quantity needed to replace old shares, shall be registered.
Art. 9. Preference in acquiring shares issued under Article 8 shall be
given to shareholders of the Bank in relation to the nominal value and
proportion of shares which they hold, and no shareholder shall, in the
exercise of this right of preference, acquire a number of shares larger than
that proportionally due him.
Par. 1. This Article shall be applicable to the entities and institutions
referred to in Article 1 2 of this Charter and Article 1 9 of Decree-Law No.
42641 of November 1 2, 1 959.3
Par. 2 . If the ownership of shares is divided into usufruct and property
rights, the right of preference shall also be divided : half for the holder
of the usufruct and half for the holder of the property rights.
Par. 3. The Bank shall negotiate the new shares in respect of which
the right of preference was not exercised.
Art. 10. The possession of a share entails compliance with the Charter
and with the decisions regularly and legally taken by the General Meeting,
and each share shall be entitled to a proportional and equal part in the
ownership of the assets and the distribution of the profits.
Art. l l. The liability of a shareholder shall be limited to the face value
of the shares he holds.
2

•

One conto equals one thousand escudos.
Art. 1 9 of the 1 95 9 Decree-Law is summarized below, pp. 589-590.
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Art. 12. State and local independent agencies and establishments under
State control shall not be allowed to acquire shares in the Bank, directly
or indirectly.
Par. 1 . Shares in the Bank that are held by the State on the effective
date of the present Charter shall be disposed of as provided in Article
1 1 ( 1 ) of Decree No. 19870 of June 9, 193 1 , without prejudice to the
State's representation at the Bank's General Meeting, in consideration of
Decree No. 1225 1 of August 30, 1926.
Par. 2. Local independent agencies and public establishments and estab
lishments in the public service that are now shareholders in the Bank
of Portugal may retain the shares they hold, but the number of votes of
each such body shall not exceed ten, whatever the number of shares held.
These establishments may be represented at the Bank's General Meeting
by the Treasury, even if it is not a shareholder in the Bank.
Art. 13. There may be certificates of one, five and ten shares.
Par. 1 . Of the total shares, sixty per cent must be represented by shares
registered in the names of individuals or companies of Portuguese national
ity or in the names of Portuguese private or public entities, as referred
to in Part 11 of Law No. 1994 of April 1 3 , 1 943.
Par. 2. The provisions of Part IV of Law No. 1994 shall be observed in
the transfer of shares.
Par. 3. Registered shares may be invested in bearer shares and vice
versa, at the choice of the shareholders, but without prejudice to the pro
visions of the foregoing paragraphs.
Art. 14. Ownership of registered shares shall be transferred by any
method of transfer permitted by law. Ownership of bearer shares shall
be transferred by simple delivery of the certificate.
Sole Paragraph. If a share or certificate is owned by two or more per
sons, they may receive the dividends jointly; but to exercise the other
rights of shareholders they shall designate and cause to be registered only
one of them as such.
Art. 15. The Bank of Portugal shall have two reserve funds :

1 . A legal reserve, which may be as large an amount as the capital of
the Bank, formed by the accrual of five per cent of the disposable
annual profits and designed to constitute a supplementary capital.
The value of the present general reserve fund, which shall be dis
continued, shall be transferred to the legal reserve.
2. A special reserve, without limitation, which exists at present on the
books of the Bank and which shall be formed by :
( a ) Ten per cent of the total disposable annual profits;
( b ) The amount of the total disposable annual profits belonging to
the Bank under the last part of Article 37, item 5, that is trans
ferred to this reserve by decision of the General Meeting on the
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proposal of the General Council. This reserve shall continue to
be used, as hitherto, to cover all depreciation of assets not
shown in the annual profit and loss account and also to ensure
a minimum dividend of six per cent for distribution as return
on capital.
Sole Paragraph. Independently of these reserve funds, the Bank of Por
tugal, in entering its assets and liabilities on the books and drawing up
the balance sheets, shall observe the rules of administrative prudence
which govern the formation of reserves, as referred to in Article 74 of
Decree-Law No. 42641 of November 1 2, 1959,4 and the principles of
proper protection of the currency and credit.
Art. 16. Neither the legal nor the special reserve shall be shown as
constituting a part of the Bank's assets, and their yield shall be shown in
the profit and loss account.
CHAPTER Ill.

PRNILEGES OF THE BANK AND NOTE ISSUE

Art. 17. The notes issued by the Bank of Portugal shall continue to
represent gold currency, to be legal tender without limitation throughout
the territory of metropolitan Portugal and to enj oy exemption from the
stamp tax and any other taxes.
Art. 18. The privilege granted to the Bank of Portugal shall obligate the
State to protect the rights of the Bank and the exercise of the issue function
and, specifically:

1. To grant to no other enterprise or institution the right to issue notes
in metropolitan Portugal;
2. Not to issue or reissue, itself, notes of any kind, except for its right
to issue fractional currency;
3. To put into circulation only through the Bank of Portugal, and at
its request, the fractional currency referred to in item 2 above.
Art. 19. Liability for the note issue of the Bank of Portugal shall be that
of the B ank alone.
Art. 20. The B ank of Portugal shall undertake to redeem notes, when
requested by the holders, in specie or foreign gold currency, at the option
of the B ank, and to buy all coined or bar gold offered it, all in accordance
with Art. 1 of Decree No. 19869 of June 9, 193 1 .
Par. 1 . The convertibility o f the notes o f the Bank shall b e unlimited
as to quantity, but the Bank shall not be required to exchange for gold
amounts of less than two hundred cantos [ 200,000 escudos] .
Par. 2. The sale of foreign exchange shall be effected at a price that
shall not exceed theoretical parity in the relation established in Art. 1 of
•

Art. 74 of the 1959 Decree-Law is summarized below, pp. 593-594.
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Decree No. 1 9869 of June 9, 193 1 , plus the costs of shipping the gold.
The basis shall be the rate in London, and the Bank shall publish in the
Didrio do Governo the quotations (gold points) thus determined at
which it will deal in gold currency.
Art. 21. The Bank may issue notes in denominations of twenty escudos,
fifty escudos, one hundred escudos, five hundred escudos and one thousand
escudos.
Par. 1. With the approval of the Government, the Bank may create
other types of notes or new plates for existing ones.
Par. 2. Before issuing any new plate or new type of note, the Bank
shall submit a description thereof to the Minister of Finance, who shall
publish it in the Didrio do Governo.
Art. 22. The fractional currency in denominations of two and a half
escudos, five escudos, ten escudos and twenty escudos, and of ten centavos,
twenty centavos, fifty centavos and one escudo, shall be manufactured and
issued by the State.
Sole Paragraph. The amount to be issued of currency referred to in this
Article shall be determined by agreement between the State and the Bank,
in accordance with the requirements of the national economy.
Art. 23. The Bank shall exchange its notes at its head office, branches
and agencies for its notes of other nominal values or for fractional cur
rency, to such amount as it considers necessary for the money supply.
In places where it has no agencies, the Bank, by agreement with the
Government, shall facilitate the exchange of its notes through the offices of
the Treasury.
Sole Paragraph. At branches and agencies in continental Portugal and
the adjacent islands, however, the Bank shall not be obligated to exchange
more than a certain total of notes each day and may postpone the exchange
of a larger quantity until those branches and agencies receive the necessary
supplies for exchange.
A table showing the maximum total of notes and the period of post
ponement, in accordance with transportation conditions for each branch
and agency, shall be prepared by agreement between the Government and
the B ank, but such period may not exceed four days nor such amount be
less than twenty thousand escudos in continental Portugal.
Art. 24. When notes of any kind or made from any plate are withdrawn
from circulation, the Board of Directors of the Bank shall set and publicly
announce the period during which they are to be exchanged.
At the end of this period the said notes shall cease to be legal tender,
but the Bank shall continue to be obligated to receive them at any time,
for its own account or for the account of the State, in accordance with
Article 25.
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Art. 25. Ten years from the end of the period set for the withdrawal
from circulation of notes of any kind or made from any plate, the Bank
shall deduct from the amount of the money supply and credit to the
account of the Treasury the amount of such notes not collected.
As these notes are presented for exchange or redemption, the Treasury
shall assume responsibility for their payment, for which purpose the Bank
shall present to the Treasury a warranted list of the notes.
Sole Paragraph. On July 1 , 193 1 action shall be taken in conformity
with the first part of this Article in connection with the amount represent
ing notes withdrawn from circulation by public notice the period of which
expired on or before June 30, 1921.
CHAPTER IV. RESERVES FOR CURRENCY IN CIRCULATION
Art. 26. The Bank shall maintain a reserve equal to at least fifty per cent
of the amount of notes in circulation and other sight liabilities.
Sole Paragraph . Notes in circulation are those issued and delivered to
the public by the Bank and still held by the public.
Art. 27. The reserve referred to in Article 26 shall consist only of:

(a) Coined and bar gold;
( b ) Balances with first-class banks domiciled abroad, payable
sight or within ninety days;

at

(c) Sight checks and payment orders issued by bodies of recognized
credit standing on first-class banks domiciled abroad;
(d) Bills in portfolio accepted by first-class banks domiciled abroad,
payable within one hundred and eighty days;
( e ) Treasury notes or other similar obligations of foreign States at
terms of not more than ninety days.
Par. 1. In this reserve, twenty-five per cent of the note circulation and
other sight liabilities shall always be represented by coined or bar gold.
Par. 2. The items referred to in ( b ) , (c), (d) and ( e ) of this Article
shall be payable in foreign currency directly convertible into gold; in
the currencies of member countries of the International Monetary Fund
to which Article VIII, Section 4, of the Fund Agreement is applicable; in
foreign exchange having a special guarantee of the gold value and of
redemption in gold; or in units of account used in international clearing,
provided that such units are defined in terms of a specific weight of gold
and are redeemable or eligible for settlement in gold or in any of the
currencies referred to above.
Par. 3. The General Council of the Bank shall determine, in accordance
with economic and financial circumstances, which of the currencies, for
eign exchange and units of account that meet the criteria indicated in
paragraph 2 are to be given preferential status for purposes of inclusion
in this reserve of the items listed in that paragraph.
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Par. 4. Temporarily, until repayment is completed, items of the nature
of those mentioned in ( b ) and (e) of this Article now held by the Bank
may continue to be counted in the reserve even if their maturity exceeds
that specified.
Art. 28. Obligations and liabilities of the Bank payable in not more
than one hundred and eighty days, expressed in foreign currency or in
units of account used in international clearing, shall be deducted in cal
culating the amount of the reserve.
Art. 29. That part of the note circulation and other sight liabilities that
is in excess of the amount representing the value of the reserve referred
to in Article 26 shall be fully guaranteed by the following:
(a) Coined or bar gold, balances in foreign currency or units of account,
foreign exchange and securities of foreign States not included in
the reserve in question;

( b ) Credits arising from the operations allowed under Article 30, item
1 1 , of this Charter;
(c) Portuguese public debt securities now held by the Bank to replace
those delivered to it under Clause 8 ( 1 ) of the contract of June 29,
193 1 ;
(d) The temporary balance of the free current account opened by the
Bank for the State under Article 4 1 ;
(e ) National development bonds issued under Decree-Law No. 38415
of September 1 0, 1 9 5 1 and Decree-Law No. 42946 of April 27,
1 960 which the Bank has acquired from third persons or direct
from the State, but only to the limits set in those Decree-Laws and
in the contracts signed with the State, the maturity of these securities
being not more than five years;
(f) The Bank's commercial portfolio;
(g) Credits arising from loans secured by commercial bills or securities
of the Portuguese State granted under this Charter to the credit
institutions referred to in Article 2(a) , (c) and (d) and the para
graphs thereof of Decree-Law No. 4264 1 of November 12, 1 959;"

( h ) Fractional currency acquired by the Bank;
(i) Checks in escudos which the Bank owns and holds, the honoring of
which requires presentation for payment.
Par. 1. The credits referred to in ( b ) of this Article, when expressed in
gold, shall be entered on the books at the value corresponding to the
amount of gold delivered by the Bank for the account and to the order
of the State, according to the basic price of gold as derived from the fol•

Summarized below, p. 588.
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!owing relationships : 28.75 escudos are equal t o 1 U.S. dollar of the
weight and fineness in effect on July 1 , 1944, and 1 troy ounce is equal
to 35 U.S. dollars.
Par. 2. The State shall deliver to the Bank, by December 3 1 of each
year, the amount of two thousand five hundred contos [2,500,000 escu
dos], which shall be credited on the Bank's books to a special account
designed to permit the State to acquire, annually and gradually, the securi
ties referred to in (c) of this Article, to a maximum equal to the balance
of the account and at the average quotation for operations effected during
the year on the Lisbon Exchange.
Par. 3. The items referred to in this Article shall include:
-Credits arising from the intervention of the Bank, in its capacity as
bank of issue for continental Portugal and the adjacent islands, in
payment operations between those territories and the overseas prov
inces, provided for and regulated by contract signed between the
State and the Bank for the execution of the clearing and interterri
torial payments system introduced by Decree-Law No. 44703 of
November 1 7, 1 9 62;
-Bonds issued by the Escudo Area Monetary Fund under Decree
Law No. 44703 of November 17, 1 962 for payment of the capital
of that fund, and acquired by the Bank of Portugal as agreed by
contract between the State and the Bank.
CHAPTER V.

OPERATIONS OF THE BANK

Art. 30. The Bank may carry out the following operations:

1. Discount :
(a) Bills, extracts of invoices, warrants, and other similar docu
ments relating to commercial transactions;
( b ) Drafts and promissory notes guaranteed by pledges of stocks
or bonds quoted on the Lisbon or the Oporto Exchange;
(c) Treasury notes of the Portuguese State at not more than
ninety days;
(d) National development bonds issued under Decree-Law No.
38415 of September 10, 1 95 1 with maturities of not more
than five years.
2. Buy
(a)
(b)
(c)
(d)

or sell:
Bar or coined gold;
Foreign exchange;
Securities of the Portuguese State;
National development bonds issued under Decree-Law No.
42946 of April 27, 1 960 with maturities of not more than five
years.

3. Grant, for commercial purposes and for periods of not more than
one hundred and eighty days, loans secured by:
(a) Gold, whether coined or not;
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( b ) Foreign exchange;
(c) Securities of the Portuguese State;
(d) Securities of foreign States quoted on the exchanges of the
principal financial markets;
( e ) Bills and payment orders payable in Portugal or abroad in
Portuguese or foreign currency.
4. Sign on its own behalf, in the name of the State, or for the account
and by order of the State, clearing and payments agreements and
contracts with similar public or private establishments domiciled
abroad to facilitate the carrying out of the operations referred to in
item 2 (a) and ( b ) , above; such agreements and contracts may
involve the obtaining or granting of credit within certain limits of
time or value, and the security, when it is necessary to stipulate it,
may be restricted to guaranteeing the Bank against exchange risks. It
may also effect, with the above establishments or with international
institutions, any exchange and other operations necessary for compli
ance with the obligations arising either from the said agreements and
contracts or from other similar ones concluded directly by the State.
5. Grant credits in Portugal and abroad in accordance with banking
usage and practice or by special order.
6. Effect, for the account of others, not only collections, payments
and transfers of securities or cash but also any other banking opera
tions not expressly prohibited in this Charter.
7. Accept sight deposits on current account.
8. Receive and keep on deposit jewelry, precious metals and objects,
credit instruments and other securities and documents represent
ing value.
9. Take charge of the collection of receipts and the payment of obliga
tions of the State and of other public-law entities, as well as any
operations of the Treasury, in Portugal and abroad, all in accordance
with the agreements and contracts signed for the purpose between the
Bank and the State or other interested public-law entities.
1 0. Carry out, with the credit institutions referred to in Decree-Law No.
4264 1 of November 1 2, 1 959, Article 2(a) , (c) and (d) and
its paragraphs,6 operations for lending money and opening credits,
the latter being on current account, with securities of the Portuguese
State as guarantee.
1 1 . Ensure, through appropriate credit operations previously approved
by the General Council and by the ordinary General Meeting con
vened on an extraordinary basis at the request of the Governor,"
• Summarized below, p. 588.
7 See Art. 100, below.
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the means necessary for the participation accepted b y the State in
the capital of international organizations designed to facilitate clear
ing and payments between countries that define their currencies in
terms of gold.
Par. 1 . The Bank of Portugal, in the exercise of its function as regulator
of the money market, shall, by express agreement with the Minister of
Finance and in accordance with the country's economic and financial
position, set limits on direct discounts to be made by the Bank in Lisbon
and Oporto, which limits shall not include bank acceptances held by the
Bank for discount.
Par. 2. The operations authorized in item 1 (c) and item 2(c) of this
Article, as regards Treasury notes, shall not exceed the limit of five
hundred thousand contos [500,000,000 escudos] set in Article 4 1 , less
the amount of drawings by the State on the account to which that Article
refers.
Par. 3. The total amount of bonds discounted under item 1 (d) of this
Article shall at no time exceed the limit of five hundred thousand
contos [500,000,000 escudos] and shall not be counted in the limit on
direct discounts referred to in paragraph 1 of this Article.
Par. 4. The total amount of national development bonds acquired
under item 2(d) of this Article shall at no time exceed the limits agreed
between the State and the Bank under Articles 5 and 1 1 of Decree-Law
No. 42946 of April 27, 1 960.
Par. 5. The operations referred to in items 3 and 10 of this Article
shall require the decision of the General Council of the Bank, which shall
determine, for each institution involved in the operations, the maximum
amount, in accordance with the position of the money market, to which
loans or credits may be granted and shall define the legal regime for such
operations.
Par. 6. In conformity with the contracts signed with the State with the
prior authorization of the ordinary General Meeting convened in extraor
dinary session at the request of the Governor, the Bank may, under the
guidance of the Minister of Finance and in accordance with the
law, exercise the functions of central bank and reserve bank of the escudo
area according to the legal system laid down in Decree-Laws No. 440 1 6
o f November 8, 1 9 6 1 and No. 44698, No. 44699, No. 44700, No. 44701 ,
No. 44702 and No. 44703 o f November 17, 1 962, and participate, as
bank of issue of continental Portugal and the adjacent islands, in the
execution of the system of clearing and interterritorial payments intro
duced by the last-named of the above Decree-Laws, also when such par
ticipation involves the granting or obtaining of credit within certain limits
as to time and value, and likewise perform, under the same contracts, the
functions of:
-Agent of the said system of clearing and interterritorial payments;
-Agent of the Escudo Area Monetary Fund referred to in DecreeLaw No. 4401 6 and established by Decree-Law No. 44703;
-Depository of the said Fund.
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Par. 7. Also in accordance with the contracts referred to in the fore
going paragraph, the Bank may acquire bonds issued by the Escudo
Area Monetary Fund for payment of its capital.
Art. 31. The Bank shall be authorized to rediscount abroad or to give
its commercial portfolio, its portfolio of securities, or its portfolio of notes
and gold bills as guarantee, to obtain the credits referred to in Article 30,
item 4.
Art. 32. It shall be the duty of the Board of Directors to set the regula
tory interest rate on operations.
Sole Paragraph. The rate, which shall be the same at the head office
of the B ank and at its Oporto branch, may differ by one-half per cent at
other branches and agencies but in any case shall be uniform for all such
other branches and agencies.
Art. 33. The Bank shall continue to be authorized to establish any
interest rates below the regulatory rate, according to the nature and cate
gory of the operations.
Art. 34.

The Bank may not carry out the following operations:

(a) Buy stock in the Bank for its own acc.::mnt;
( b ) Rediscount in Portugal bills or other similar securities belonging to
its commercial portfolio;
(c) Deal in securities on the Exchange that cannot be liquidated imme
diately, or deal for the account of others;
(d) Credit interest for cash received on current account, except in cases
of reciprocity based on contracts signed with similar public or private
establishments domiciled abroad; cases of express stipulation in
clearing or payments agreements signed by the State, or by the Bank
for itself, in the name of the State or for the account and by order
of the State; and cases of credit from international monetary institu
tions when the crediting of interest is specified in the articles of the
said institutions;
(e) Promote or participate in the creation of commercial enterprises,
whether banking enterprises or others, except in the cases specially
provided for in this Charter;
(f) Enter into risk or insurance business [Empreender negociar;oes de
risco ou de seguro];
(g) Buy and sell commercial goods for its own account;
( h ) Own real property or the rights to real property, other than the real
estate necessary for the performance of its functions, except for

©International Monetary Fund. Not for Redistribution

CHARTER OF BANK OF PORTUGAL, 1931

555

purposes of conveyance or auction or to ensure the repayment of
credits, in which cases the property shall be liquidated as soon as
possible;
(i) Draw or accept escudo bills not payable at sight;
(j) Grant, directly or indirectly, loans to the State or to other public-law
entities or offer any form of guarantee of credit operations effected by
them, except in the conditions and cases provided for in Article 30,
items 1 (d ) , 2 (d) and 1 1 , and in Article 4 1 ;
( k ) Grant credits without security o r with guarantees rendered contrary
to the provisions of this Charter.
Sole Paragraph. The prohibition in (j) and (k) of this Article shall
not be applicable to operations or acts covered by Article 30, para
graphs 6 and 7.
Art, 35. The Bank may participate, or maintain its present participa
tion, in the capital of the investment banks referred to in Article 2, para
graph 2, of Decree-Law No. 42641 of November 12, 1959,B or of for
eign or international establishments and organizations, and, in due accord
with the terms of this Charter, exercise in any of them any positions in
the management, board of auditors or general meeting.
CHAPTER VI. OBLIGATORY PUBLICATIONS
Art. 36. The Bank shall send to the Government for immediate publica
tion in the Didrio do Governo:

(a) Weekly, a summary statement of the Bank's assets and liabilities
showing the items forming the reserve under Article 1 3 of Decree
No. 19870 of June 9, 193 1 , the amount of notes in circulation,
and any sight liabilities;
( b ) Annually, the report of the Board of Directors with respect to
the actions taken during the year, the accounts for the year and
the balance sheet, after they have been discussed and approved by
the General Meeting.
CHAPTER VII.

BALANCE

SHEET AND DIVIDENDS

Art. 37. At the end of each year the Bank's balance sheet shall be
drawn up as of December 3 1 .
The disposable annual profits shall be determined by deducting the fol
lowing from the gross profits:

(a) The amount of all administrative expenses and annual outlays;
( b ) The amount to be used for amortization of bad or doubtful debts,
the depreciation of assets, and the reserve for other contingencies
for which it is considered necessary to provide.
8

Summarized below, p. 588.
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When these deductions have been made, the annual balance of the
profit and loss account of the Bank shall be determined and shall be dis
tributed in the following form and order :

1. Five per cent to the legal reserve until it equals the capital of the
Bank;
2. Ten per cent to the special reserve, without limitation;

3 . Five per cent for allowances and other aid to the staff of the Bank,
with a minimum of one thousand cantos [1,000,000 escudos];
4. A dividend of six per cent on the shares;
5. Eighty per cent of the remainder for the State, with a minimum of
twelve thousand cantos [1 2,000,000 escudos], and the remainder,
after deduction of the amount necessary to increase the dividend
to seven per cent, for distribution in equal parts between the State
and the Bank.

Sole Paragraph. The Bank shall be exempt from any charge or tax on
that part of the profits that belongs to the State.
Art. 38. A part of the shareholders' dividend shall be paid to them in
July and the rest when the accounts for the fiscal year have been approved.
CHAPTER VIII. RELATIONS BETWEEN THE STATE AND THE BANK
Art. 39. In the exercise of the functions of general cash department
of the Treasury and central exchequer of the Treasury in the administra
tive districts in metropolitan Portugal, both the head office of the Bank
and its branches and agencies shall perform the functions proper to these
public services, under the terms and within the scope defined in the con
tracts and agreements concluded for the purpose between the State and
the Bank.
Art. 40. Receipts, expenditures and transfers of funds in metropolitan
Portugal for account of the Treasury, at the head office and subsidiary
offices of the Bank acting as general cash department of the Treasury, and
at the head office and at branches and agencies in the capitals of admin
istrative districts acting as central exchequer of the Treasury, shall be
effected in accordance with the legal provisions applicable to the func
tioning of these public services.
Par. 1. The expenses of transferring funds in implementing the pro
visions of this Article shall be borne by the Bank.
Par. 2. The Directors of Finance in the capitals of the administrative
districts shall examine, at the Bank's branches and agencies, the docu
ments on operations of the State in their districts.
Par. 3. All accounts for which the Bank is responsible shall be processed
at the Directorate-General of the Treasury and audited by the Central
Audit Department.
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Art. 4 1 . The Bank of Portugal shall open for the State a free cur
rent account, the balance of which may not exceed five hundred
thousand contos [500,000,000 escudos].
All drawings by the State on this account shall be made only on the
basis of budgetary receipts for the current fiscal year and under Article
20 of Decree No. 19869 of June 9, 193 1 .
The total o f Treasury notes held b y the B ank o f Portugal as a result
of operations conducted under Article 30, item 1 ( c ) , shall be counted
as utilization of this limit of five hundred thousand contos [500,000,000
escudos], and consequently deducted therefrom.
Art. 42. The Bank shall not make available to the State or to instru
mentalities [servifos dependentes] of the State, directly or indirectly, in
the form of loans or overdrafts, any amounts whatsoever, except in the
conditions and cases provided for in Article 41 and in Article 30, items
1 (d ) , 2 ( d ) and 1 1 . o
It shall not guarantee Treasury bills or other obligations of the State
or of instrumentalities of the State, nor make payments for the account
of the State for which the Bank does not have immediately available
funds to the State's credit.
Sole Paragraph. The provisions of this Article shall not hinder the
carrying out of any banking operations otherwise allowed by the present
Charter between the Bank and the credit institutions of the State.
Art. 43. So long as its privilege to issue notes is effective, the Bank
shall not be subject to any special regulations involving the limitation or
alteration of the powers granted to the Bank, other than those provided
in the present Charter.
CHAPTER IX.
SECTION

I.

ADMINISTRATION

ORGANIZATIONAL PROVISIONS

Art. 44. The Bank shall be directed by the Governor, with the col
laboration of the Deputy Governors; it shall be administered by the Board
of Directors; and its accounts shall be audited by the Board of Auditors.
Art . 45. The General Council shall be formed by the meeting of the
Board of Directors and the Board of Auditors, under the chairmanship
of the Governor.
Art. 46. The Board of Directors shall be composed of eleven mem
bers, namely:
The Governor, who shall be chairman;
Two Deputy Governors for the State;
o By virtue of an amendment authorized by Decree-Law No. 448 1 4
o f December 2 8 , 1962 and b y decision o f the General Meeting a t its
sessions of December 2 1 and 27, 1962, the cases covered by Article 30,
paragraphs 6 and 7, were added to these exceptions.
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Eight Directors elected by the General Meeting, one of whom shall be
Deputy Governor for the Bank.
Par. 1. Both the Governor and the Deputy Governors for the State
shall be appointed from among persons of recognized competence and
experience, according to legal terms and conditions.
Appointment shall be for five years, renewable one or more times.
Par. 2. The Directors shall be elected for four years, renewable one
or more times. The terms of office of four Directors, however, shall end
every two years.
Par. 3. The Deputy Governor for the Bank shall be elected by the
General Council for two years, renewable one or more times.
Art. 47. The Board of Auditors shall be composed of four members
elected by the General Meeting for four years, whose terms of office may
be renewed one or more times for the same period. The terms of office
of two members of the Board of Auditors, however, shall end every two
years.
Art. 48. The terms of office of the Directors and of the members
of the Board of Auditors shall end on December 3 1 of the last year of
the four-year period, but shall continue until the session of the General
Meeting which is to approve the accounts for the period and hold the
necessary elections.
Art. 49. The Annual Reports of the Board of Directors shall indicate
the names of the members whose terms of office have ended.
Art. 50. The Governor and the Deputy Governors for the State shall
be Portuguese and shall draw the same salary as the Directors.
Art. 51. The Governor and the Deputy Governors for the State shall
not be shareholders in the Bank, and they shall not be required to furnish
security for the exercise of their offices.
Art. 52. The Deputy Governors shall assist the Governor generally and
shall ensure, in particular, that those of their functions entrusted to them
by him are carried out without prejudice, as regards the Deputy Governors
for the State, to the other duties incumbent on them.
Art. 53 . The Governor shall always be chairman of any committees
formed by the General Council or the Board of Directors, and in either
case may delegate this power to one of the Deputy Governors.
Art. 54. The Governor shall be replaced, when he is absent or unable
to attend and when the position is vacant, in the following manner and
order:
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1. By the Deputy Governor for the State with the higher seniority
and, all else being equal, the one who is older;
2. By the Deputy Governor for the B ank;
3. By the Director with the highest seniority and, all else being equal,
the one who is oldest.
Art. 55. The salaries of the Directors and of the members of the Board
of Auditors shall be fixed, excluding any participation in the annual
profits, by a committee of three shareholders elected at the regular ordinary
session of the General Meeting, one of them being the Chairman of the
Meeting, who shall be chairman of the committee.
The committee shall meet whenever called by the chairman, but at least
every four years.
Sole Paragraph. Salaries shall be paid monthly.
Art. 56. All shareholders of the Bank who meet the conditions laid
down in Articles 57 and 60 may be elected Directors or members of the
Board of Auditors, with the following exceptions:

1. Shareholders in the conditions referred to in Article 1 of Decree
No. 15538 of June 1 , 1 928;
2. Managers or members of banking houses, or directors or members
of the board of auditors, or managers of other banks and credit
establishments.
Art. 57. Only a shareholder who is a Portuguese national by birth or
naturalization and who holds fifty or more shares in the Bank that are
free and unencumbered and registered or deposited in accordance with
Article 95, item 1 , may be elected a Director.
Art. 58. A Director entering on duty shall, on doing so, deposit as
guarantee of his performance of his duties one hundred shares owned by
him, free and unencumbered, which shall be made nontransferable by
entry on the shares themselves and which shall not be returned until the
General Meeting has approved the balance sheet and accounts for the
Director's last fiscal year.
Art. 59. Vacancies occurring in the Board of Directors shall be filled,
until the first ordinary General Meeting fills them definitively, by share
holders designated by the General Council of the Bank.
Par. 1 . The same procedure shall be followed if any Director is unable
to perform his duties for more than sixty days, without prejudice to the
period of validity of the term of office of such Director.
Par. 2. The ordinary General Meeting may fill vacancies on a final
basis that have been filled by shareholders designated by the General
Council under this Article without reference to the period of time referred
to in Article 95, item 1, mentioned at the end of Article 57.
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Art. 60. Only a shareholder who is Portuguese by birth or naturaliza
tion and who holds fifty or more shares in the Bank, free and unencum
bered and registered or deposited in accordance with Article 95, item 1 ,
may b e elected a member of the Board of Auditors.
Art. 61. Members of the Board of Auditors entering on duty shall
be governed by all the provisions of Article 58, the guarantee deposit,
however, being limited to a minimum of fifty shares.
Art. 62. The provisions of Article 59 shall be applicable to the Board
of Auditors.
Sole Paragraph. Terms of office currently being served by substitute
members shall be extended to the first ordinary General Meeting.
Art. 63. The following may not be members of the General Council
of the B ank at the same time :

1 . Two or more members of a commercial firm or two or more mana
gers of a commercial firm or any joint-stock company;
2. Fathers and sons, brothers, uncles and nephews, brothers-in-law,
fathers-in-law and sons-in-law, stepfathers and stepsons.
Art. 64. No member of the General Council of the Bank may carry
out any operation individually at the Bank. No such member may take
part in votes on motions concerning any operation involving enterprises
or commercial companies in which he has an interest, or of which the
manager or a member of the firm is a person related to the Council mem
ber as specified in Article 63.
Art. 65. The liability of the Governor, the Deputy Governors, the
Directors and the members of the Board of Auditors shall be prescribed
in their contracts of appointment.
Par. 1. The term of office of Directors and members of the Board of
Auditors shall always be revocable when the General Meeting considers
it advisable.
Par. 2. The liability of the Governor and the Deputy Governors for
the State shall also be regulated by the applicable part of the legislation
governing them specifically.
SECTION II. THE GOVERNOR
Art. 66. The Governor shall have the following powers :

1. To represent the Bank in all judicial and extrajudicial acts;
2. To supervise the activities of the Bank, preside over its administra
tion and follow the day-to-day business activities;
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To supervise the services and the staff of the Bank;

4. To see that the legislation and regulations governing the operation
of the Bank are complied with;
5. To propose to the General Council or to the Board of Directors
any changes in the internal administration of the Bank or any
measures in connection with such administration as he may find
advisable for the conduct of operations or to increase the efficiency
of the Bank's services;
6. To initial the books, with the exception of the minute book;

10

7. To have the General Meeting convened by the Chairman of the
Meeting, specifically for the purpose of submitting to it the plan
for carrying out operations previously approved by the General
Council, in cases where the decision of the General Meeting is
required under this Charter;
8. To direct the work of the General Council and the Board of Direc
tors, presiding over their meetings and convening meetings not
required under this Charter whenever he considers it necessary
and urgent for the B ank's operation;
9. To obtain compliance with the decisions of the General Meeting,
the General Council and the Board of Directors, except as pro
vided in Article 67;
1 0. To represent the Bank in all cases referred to in Article 35, being
authorized, however, to delegate such representation to the Deputy
Governors or the Directors;
1 1 . To participate in all acts that fall within his competence by express
or implied indication in this Charter and the administrative regu
lations, and to supervise all matters related to the interests of the
B ank and its general business, as well as to do all else specially
incumbent on him by legal or contractual disposition, furnishing
the Government, when he considers it advisable, with reports and
information concerning the functioning of the money and exchange
markets and the activity of the Bank on those markets.
Art. 67. The Governor, or his substitute, shall always have the decid
ing vote at the meetings or sessions over which he presides; and he may
suspend implementation of the decisions of the Board of Directors in
order to submit them to the General Council, convened in urgent session,
and, communicating such action to the Government, suspend all decisions
of the Board and of the Council that in his opinion are manifestly con
trary to the law, the present Charter, or the interests of the State.
This last suspension shall be considered revoked if the Governor has
not acted on it within two weeks from its date.
1

0

See, however, the second sentence of Art. 72, below.
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SECTION III. BOARD OF DIRECTORS

Art. 68. The Board of Directors shall supervise and direct all of the
general business of the Bank, under the Charter and the regulations, the
following being particularly within its competence and power :

1 . To carry on all operations authorized by this Charter, in accordance
with the applicable regulations and within the limits allowed by
prudence and good administration;
2. To fix the conditions governing operations within the competence
of the Bank and the limits on credit to its customers when such
credit is not more than two thousand contos [2,000,000 escudos];

3.

To control and supervise all Bank services;

4. To assist in handling the operations of the Bank, responsibility for
this duty being distributed according to the internal regulations;
5. To appoint and dismiss correspondents and employees and to
approve all security offered the Bank under the regulations;
6. To direct and check on the operations of branches and agencies
and to visit them in turn, the visits being made by one or more
Directors or by delegates enjoying the full confidence of the Board
of Directors, and to keep the necessary check on the business of
correspondents;

7.

To prepare, for submission to the General Council of the Bank,
the regulations for branches and agencies, the administrative regu
lations, and any other regulations necessary for the operation of
the Bank;

8. To furnish the Board of Auditors with all business documents
requested by them for examination of the Bank's position;
9. To submit to the General Council of the Bank any proposals con
cerning the opening, changing, or closing of branches, agencies,
correspondents and delegations from the head office to the Council
of Lisbon;
1 0. To propose to the General Council all matters which the
Board considers conducive to the furtherance and security of
operations, and particularly matters related to the opening or
changing of branches;
1 1 . To submit accounts annually to the ordinary General Meeting
and to propose, in conformity with the decision of the General
Council, the dividend and the distribution of excess profits, under
Article 37;
1 2. To convene the General Meeting for the purposes designated in
Article 37 and Article 1 00, items 4 and 5; to submit for the
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decision of the General Council matters within its competence
and all other matters on which no rules have been established;
and to deal, finally, with everything related to the economic activity
of the Bank, observing and causing to be observed the Charter, the
regulations, the decisions of the General Meeting, the General
Council and the Bank's Stabilization Committee, and the Board's
own decisions.
Art. 69. Whenever it is necessary in urgent circumstances to take a
decision on any matter within the competence of the Board of Directors,
and the Board cannot be called together in time, such decision may be
taken by a committee consisting of the Governor, one or more Deputy
Governors and the two Directors responsible for the day-to-day handling
of business.
The decision shall be implemented only when taken by affirmative
vote of at least two thirds of the committee, and must be reported to the
Board of Directors at its first meeting after the date of the urgent decision.
Sole Paragraph. The committee shall meet when the Governor con
siders it advisable, or whenever requested by the two Directors responsible
for the day-to-day handling of business.
Art. 70. When, even in urgent circumstances, it is necessary to imple
ment a decision on any matter within the competence of the General
Council, and the Council cannot be called together in time, the Board of
Directors shall make the decision, and shall report it and its rationale to
the General Council, convened thereafter.
Art. 71. The Board of Directors shall hold two obligatory meetings a
week and shall not constitute a quorum or be able to make decisions
unless the majority of the members then in office are present.
Decisions shall be taken by a majority of votes, and the Governor
and all other members of the Board shall be required to vote.
Art. 72. Mention shall be made, summarily but clearly, in the minutes
of the Board of Directors of all matters dealt with at the meetings which
cannot be considered mere routine. The minutes shall be written and
signed by the Secretary to the Board and Council of the Bank and initialed
by the Governor after he has made sure they are correct.
Art. 73. The Board of Directors, for the direct supervision of the busi
ness of the Bank, shall be divided into as many categories as necessary
to check and supervise operations, each category being in the charge of a
Director selected to direct and supervise the service in question.
The following categories shall be considered obligatory:

( a ) General accounting;
( b ) Staff;
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(c) Discounts and transfers;

(d) Deposits, collections and miscellaneous operations;

(e) Issue and amortization of notes;
(f) Exchange operations, monetary reserve and foreign relations;

(g) Registration and movement of shares;
( h ) Branches and agencies;
(i) Operations with the Treasury;
(j) Legal questions;
(k) General cash department;

(l) Economic and statistical research;
(m) Library and files;

(n) Premises, machinery and maintenance.
The Directors shall direct and exercise immediate supervision over the
operations or services under their control; they shall give written or oral
opinions on the matters entrusted to them concerning which the Board of
Directors needs information; they shall propose to the Board such meas
ures as they consider advisable to improve or expand their respective
services and shall submit annually to the Board a report summarizing the
status of those services and the results obtained.
Par. 1. This division of duties shall not limit the right of all members
of the Board to check and examine the transactions of the Bank in general
and to propose measures concerning any of them.
Par. 2. No Director may be in charge of more than three categories.
Par. 3. There shall always be two Directors responsible for directing
the day-to-day business activities, this duty being assigned acording to
seniority.
SECTION IV.

BOARD OF AUDITORS

Art. 74. The Board of Auditors shall function throughout the year and
shall :

1 . Examine the weekly balance sheets, the general balance sheet and
the documents and reports submitted by the Board of Directors
while it is in office;
2. Inspect the internal administration of the Bank and see whether the
Charter, regulations, and orders regarding its management are being
correctly executed;

3. Call the attention of the Board of Directors to any matter it believes
should be studied;
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4. Attend, by delegation and in accordance with Article 76, the meet
ings of the Board of Directors;
5. Examine the books, the strongboxes and the vaults of the Bank
whenever it considers it advisable;

6. Append to the Annual Report of the Board of Directors its opinion
concerning the documents referred to in item 1 , above, and con
cerning the accounts for the previous year, the fixing of the dividend
and any other proposals of the Board of Directors, indicating what
it considers best for the interests of the public and the Bank;
7. Convene the General Meeting referred to in Article 100, item 5;
8. Take part in the discussions and resolutions of the General Council.

Art. 75. The Board of Auditors shall elect from among its members a
chairman and a secretary, and shall keep a book of minutes containing
the decisions taken at its meetings and describing the manner in which
the various activities for which the Board is responsible were carried out.
The Board of Auditors shall not be considered as forming a quorum or
able to take decisions unless a majority of the members then in office are
present. It shall take decisions by a majority vote.
Art. 76. The members of the Board of Auditors may attend the ordinary
meetings of the Board of Directors when they consider it advisable,
but with an advisory vote only concerning the matters there dealt with,
it being obligatory, however, that one of its members, according to senior
ity, attend the said meetings.
Art. 77. The Board of Auditors shall hold one obligatory meeting
a week and as many others as may be necessary for the performance of
its functions.
SECTION V. STABILIZATION COMMITTEE
Art. 78. There shall be a Committee with the special function of giving
its opinion on the cost and general volume of credit in any form.
Sole Paragraph. This Committee, of which the Governor shall be
chairman, shall meet whenever convened by him and shall have as mem
bers :

(a) The Deputy Governors for the State;
( b ) The Deputy Governor for the Bank;
(c) The Directors responsible in the Bank for supervising the opera
tions provided for in Article 73 (c) and (f) .
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SECTION VI. GENERAL COUNCIL

Art. 79. The General Council shall meet at least once a month to take
cognizance of operations as a whole and of the general position of the
Bank, and to decide on matters submitted to it under the organizational
provisions.
It shall be the special responsibility of the General Council :

1 . To elect biennially
Bank;

11

by secret ballot the Deputy Governor for the

2. To set the monthly salary of the Director superintending Category
( e ) [Article 73];
3 . To set the limits on credit in excess of two thousand cantos
[2,000,000 escudos] to customers of the Bank;
4. To draw up the lists of employees at the Bank's head office and
subsidiaries and determine the periods of employment;
5. To determine, on the proposal of the Board of Directors, the total

capital of the Bank under Article 8 and its Sole Paragraph, and
to decide on the writing, issue and amortization of notes;
6. To appoint and dismiss the directors of branches and agencies
under Articles 8 1 and 82, and the cashier in the special case
referred to in Article 83;
7. To decide on the creation of discount committees when it con
siders this advisable and to appoint the members thereof under
Article 86;
8. To decide, on the proposal of the Board of Directors, on all mat
ters it considers conducive to the furtherance and security of
operations, and especially matters related to the opening of agen
cies, correspondents' offices and delegations from the head office
to the Council of Lisbon; and also on the desirability of proposing
to the General Meeting the opening of any branch, or its change
to an agency, and vice versa; submitting these decisions for the
approval of the Government when necessary, as provided in Arti
cle 2 and Article 89, paragraph 2;
9. To discuss and approve the regulations for branches and agencies,
the administrative regulations of the Bank and any other operating
regulations submitted to it by the Board of Directors;
1 0. To determine the distribution of the profits of the Bank, for sub
mission to the General Meeting;
1 The Portuguese text reads bi-anualmente; this is obviously an error,
1
and should read bienalmente ( biennially; every two years) . See Art. 46,
paragraph 3 .
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1 1 . To request that an extraordinary session of the General Meeting
be called when it considers it necessary;
12. To regulate, finally, all matters submitted to it by the Board of
Directors in connection with the administration and general organ
ization of the Bank.
Art. 80. The General Council shall not be considered to have formed
a quorum or to be in a position to take decisions unless the majority of
the members of the Board of Directors and the majority of the members
of the Board of Auditors referred to in Articles 7 1 and 75 are present.
All members of the General Council shall have a vote at its meetings.
This Council shall be governed by the provisions of Article 7 1 , where
applicable to votes, and of Article 72.
CHAPTER X. BRANCHES, AGENCIES AND CORRESPONDENTS
Art. 81. A number of Directors not exceeding five, all appointed by the
General Council of the Bank, one of whom shall be chosen as chairman
by the Council, shall be responsible for the administration of branches,
under the general responsibility of the Bank.
The managers of branches shall direct the day-to-day business, supervise
all sections of the staff, take part in the decisions and administrative activities
for which they share responsibility, and see that the law, the Charter
and the regulations are complied with.
The management of branches, which shall be responsible for its actions
vis-a-vis the Bank, shall have the duty of deciding, executing and exercis
ing all powers of administration under the organizational and regulatory
provisions.
Art. 82. As a rule, agencies shall be managed, under the general respon
sibility of the Bank, by two agents appointed by the General Council of
the Bank.
The two agents, with identical administrative powers and with responsi
bility for their actions, shall direct the business activities authorized by
the regulations and instructions from the head office, in conformity with
the advantage and interests of the Bank and the established rules.
Art. 83. The administration of agencies may also be entrusted to a
single agent, but in this case there shall be a cashier whose office shall,
in addition to the special functions of cash office for the agency, also
exercise such administrative functions as may be established by regulation.
Art. 84. Correspondence and other acts and documents regarding opera
tions for which branches and agencies are responsible, including those
arising out of the exercise of the functions of general cash department of
the Treasury and central exchequer of the Treasury in the various admin
istrative districts, shall be signed in conformity with the applicable regu
lations.
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Art. 85. The managers of branches and the agents, on taking charge of
their offices, shall furnish security for compliance with their responsibili
ties.
Par. 1 . It shall be the duty of the Board of Directors to establish the
terms, conditions and amount of the security, and the items of which it
is to be composed.
Par. 2. The security, with the items composing it on the day the
official leaves office, may be returned or canceled only after the General
Meeting has approved the balance sheet and accounts for the fiscal year
concerned.
Art. 86. When circumstances make it advisable, there may be organized,
at each branch or agency, a local discount committee appointed by the
General Council and headed by the manager of the branch or by any
of the agents concerned.
Art. 87. Special regulations subject to Government approval shall deter
mine the operations for which branches and agencies are to be respon
sible, in accordance with Articles 30, 32, 3 3 and 34, and shall establish
their administrative organization on the basis of Articles 8 1 , 82 and 83.
These regulations shall be drawn up by the Board of Directors and
approved by the General Council.
Art, 88. The opening of branches shall always require the approval of
the ordinary General Meeting. The opening of agencies, correspondents'
offices and delegations from the head office shall be decided on by the
General Council of the Bank without prejudice to approval by the Govern
ment when necessary.
Art. 89. Agencies must be changed to branches when the expansion of
their business and their probable permanence justify such action and
when the change is authorized by the General Meeting. When any agency
is in these circumstances, the Board of Directors shall submit the matter
to the General Council, which shall decide on it.
Par. 1 . The changing of any branch to an agency or correspondent's
office shall also be decided on by the General Meeting on the proposal of
the General Council of the Bank.
Par. 2. The changing of agencies to branches, and vice versa, after
authorization by the General Meeting of the Bank, may become effective
only with government approval.
CHAPTER XI. GENERAL MEETING
Art. 90. All shareholders of the Bank shall be represented in the General
Meeting, whose work shall be directed by a Chairman or Vice-Chairman
and by two Secretaries or Deputy Secretaries, all elected every two years
by the Meeting and eligible for re-election.
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Par. 1. In the absence, or inability to attend, of the Chairman or the
Vice-Chairman, one of the Secretaries or Deputy Secretaries, in order of
importance, shall replace him.
Par. 2. The Chairman may delegate to the Vice-Chairman or to one
of the Secretaries or Deputy Secretaries the power conferred on him by
the Charter or the administrative regulations to sign or initial the books and
other documents of the Bank.
Art. 91. There shall be sessions of the General Meeting as follows:

(a) Ordinary sessions, regular or convened on an extraordinary basis;
( b ) Extraordinary sessions.
Sessions of the General Meeting, whether ordinary or extraordinary,
shall comprise all shareholders holding fifty or more fully paid-up shares.
Art. 92. Shareholders employed by the Bank shall not take part in any
General Meeting.
Art. 93. Shareholders attending ordinary or extraordinary sessions of
the General Meeting shall have a number of votes proportional to the
number of shares they hold, with the following limitation :
Each group of fifty shares shall entitle the holder to one vote, the
number of votes not to exceed ten regardless of the number of shares
held, except in compliance with the final part of Article 1 2, paragraph 1 ,
of this Charter.
Sole Paragraph. The administrative regulations shall determine the
conditions to be met for implementation of the provisions of this Article.
Art. 94. A shareholder who is entitled to attend the General Meeting,
ordinary or extraordinary, shall be entitled to be represented at such
Meeting by proxy, but the authorization to act as proxy may be given
only to another member of the General Meeting concerned and shall entail
the power of the proxy to discuss and vote as he sees fit.
Par. 1 . The proxy shall have as many votes as he is entitled to on the
basis of the shares he holds and those held by his constituents.
Par. 2. All legal entities holding shares in the circumstances required
for eligibility to attend the Meeting shall, for purposes of this Article,
be counted as shareholders, provided that they are represented by one
individual. In this case the individual representing them shall be entitled
to the votes of the legal entities he represents, but shall not represent any
other shareholder by proxy.
Par. 3. Authorizations to act as proxy shall be presented on or before
the day preceding the session of the General Meeting, except as provided
in Article 1 07, paragraph 1 .
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Art. 95. The following provisions shall govern the preparation of the
list of shareholders to be admitted to the General Meeting :

1 . Registered shares must be entered in the Bank's registers, and
bearer shares deposited with the Bank, at least five months before
the date of the session.
2. When shares are held as a result of legacies or marriage, the time
they have been in the possession of the former holder shall if
necessary be counted in making up the period referred to above.
Sole Paragraph. The period of five months referred to in this Article
for registration or deposit of the shares entitling the holder to admittance
to or representation at the General Meeting shall not preclude the conven
ing of such Meetings in ordinary or extraordinary session at the times set
in the present Charter, even though such times may be shorter than the
five-month period.
Art. 96. The General Meeting shall never be composed of more than
three hundred shareholders.
Par. 1. After shares have been deposited for the period established in
item 1 of Article 95 for attendance at a General Meeting, the management
of the Bank shall check whether this may cause the number of members
of such Meeting to exceed three hundred and, if such is possible, shall
prepare a list of depositors stating the number of votes to which each is
entitled.
Par. 2. After the number of possible votes has been obtained, it shall
be divided by three hundred, and shareholders holding a number of votes
equal to or higher than the quotient shall be approved immediately as
members of the General Meeting.
Par. 3. Shareholders not meeting the conditions in the foregoing para
graph shall be invited to group themselves together in such a way that
each group has a number of votes equal to or higher than the quotient
referred to in that paragraph, with the shareholders choosing as proxy
one shareholder to represent them at the Meeting.
Par. 4. The list of shareholders referred to in paragraph 3 shall be
published at least a week before the date of the Meeting in two Lisbon
papers and in the Diario do Governo.
Par. 5. The powers of proxy conferred for the purposes of paragraph 3
shall be presented at the head office of the Bank on or before the day pre
ceding that of the Meeting, and that office shall be open for this purpose
during the usual hours even if the day preceding the Meeting is a holiday.
Art. 97. The following may attend the General Meeting to represent
shareholders :

1 . A member of the management of any bank, company, partnership
or legally recognized corporation, as its agent;
2. A husband for his wife and a father for his minor children;
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3. A guardian o r trustee for his charge;
4. One member of a commercial firm for the firm;
5. The legal representative of a testamentary estate for an undivided
estate;
6. The proxy of a shareholder, under the provisions of Article 94;

7 . The proxy (under the provisions of Article 94) of a husband and
wife under a jointly granted power of attorney, or of parents for
their minor children.
Par. 1. Shares held jointly by husband and wife shall entitle one person
to attend the Meeting; representation by one person shall not be based
on counting together shares held separately by husband and wife or by
counting together the portions of minor children, those under guardianship
and other charges.
Par. 2. The provisions of paragraph 2 of Article 94 shall be applicable
to fathers, guardians and trustees having more than one child, person
under guardianship, or other charge, entitled to representation at the
Meeting.
Par. 3. The documents proving the right to attend the General Meeting
under this Article shall be delivered to the Bank on or before the day
preceding the date of the Meeting, and the Bank shall be open for this
purpose during the usual hours on the day preceding the Meeting, even
if the day is a holiday.

Art. 98.

The General Meeting shall hold its regular ordinary session at
the beginning of each year, before the end of March, to discuss and vote
on the balance sheet and other documents presented by the Board of
Directors as well as to discuss and vote on the report of the Board of
Auditors and elect officials of the Bank.
Par. 1. For implementation of the provisions of this Article, the Board
of Directors, two weeks before the date set for the Meeting, shall have
distributed to the shareholders the Annual Report, balance sheet and
report of the Board of Auditors, and the list of shareholders entitled to
attend the ordinary and extraordinary sessions.
Par. 2. During the same period there shall be on display at the Bank,
for examination by shareholders, all documents referred to in this Article,
as well as the general books of the Bank and the list of shareholders who
may attend the ordinary and extraordinary General Meeting.

Art. 99.

It shall be the duty of the General Meeting:

1 . To elect the shareholders who are to serve as officers, the part of
the Board of Directors that is elected, the Board of Auditors and
any committees;
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2. To take cognizance of all acts of administration and control of the
Bank and of the proposals or plans presented to it and indicated
in the notices of the Meeting;
3 . To resolve and decide on all other acts referred to in this Charter
as within its competence;
4. To supervise all matters relating to the B ank's business.

Sole Paragraph. The General Meeting may and shall, when it considers
it necessary, appoint special committees of inquiry to examine the acts
referred to in item 2 of this Article.
Art. 100. In addition to the session referred to in Article 98, the
General Meeting may hold ordinary sessions convened on an extraordinary
basis:

1. When the Chairman and Secretaries consider it necessary;

2. When the Governor of the Bank has requested it;
3. When it is necessary to fill any of the positions of officers presiding
over the General Meeting that have become vacant as a result of
death or resignation;
4. When it becomes necessary to elect Directors to the Board of

Directors or members of the Board of Auditors;
5. When a session is requested by the majority of the Board of Direc
tors or the Board of Auditors;

6.

When twenty shareholders who were entitled to attend the last
ordinary General Meeting, and who attended it, request a session
in a memorandum giving reasons and signed by all of them.
When a session of the General Meeting is held for the last reason it
shall not take up the matter unless at least three fourths of the signatories
of the memorandum are present, failure to appear being considered renun
ciation of the request.
Art. 101. The ordinary General Meeting may function when, at the time
indicated, more than one fourth of the shareholders comprising the Meet
ing are present or are represented, and they hold shares the value of which
is not less than ten per cent of the paid-up capital of the Bank; decisions
shall be valid by a majority vote of the Meeting.
Sole Paragraph. A roll call shall not be refused if requested by five
or more shareholders and approved by a number of them representing at
least one fifth of the votes of the shareholders present in person or through
their representatives.
Art. 102. If, at the time a Meeting is first convened, the number of
shareholders required for an ordinary session under Article 101 is not
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present, another session shall be called, which shall be held within thirty
days but never earlier than two weeks later, decisions taken at that time
being valid no matter what number of shareholders is present or what
proportion of the capital is represented.
Art. 103. The extraordinary General Meeting shall meet only to decide
on the amendment of the Charter, and the period of duration, increase
of capital, dissolution and liquidation of the Bank.

Par. 1 . This Meeting shall be called only :
1 . If decided on by the General Meeting in ordinary session;
2. If requested by the Governor;
3. If requested by the General Council of the Bank;
4. If requested by shareholders who together represent at least one
tenth of the paid-up capital of the Bank.
Par. 2. The extraordinary General Meeting called as provided in item
4 of the preceding paragraph shall be governed by the last part of Article
1 00.
Art. 104. For the extraordinary General Meeting to decide to alter or
amend the Charter, to increase or reduce the capital, or to extend the
duration of the Bank or dissolve or liquidate it, it shall be necessary :

1. That all shareholders meeting the conditions of Article 9 1 be called;
2. That the Meeting be attended by one fourth of the shareholders
called or their representatives;
3. That the Meeting decide in the affirmative on the prior opinion of
a special committee, and that the decision be taken by the number
of votes representing at least one fourth of the paid-up capital of
the Bank; in the case of dissolution and liquidation, however, votes
representing at least one half of the capital shall be required.
Sole Paragraph. The decision of the General Meeting shall be author
ized by law in cases which require legislative backing.
Art. 105. If a quorum is not formed or an adequate vote is not
obtained at the first session at which any matter within the competence of
the General Meeting is to be decided, a new session shall be called in
not more than thirty days or less than two weeks, in which case the Meet
ing shall form a quorum with one eighth of the shareholders called, and
the decision shall be valid if it has a number of votes representing at
least one eighth of the paid-up capital of the Bank; in the case of dissolu
tion and liquidation of the Bank, however, votes representing at least
one fourth of the said capital shall be required.
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Sole Paragraph . If no quorum is formed or adequate vote taken at
this session, a third shall be called, in which case the provisions of
Article 1 02 shall be applicable.
Art. 106. General Meetings shall not decide or resolve matters not
germane to those for which they were convened; however, decisions and
resolutions taken in accordance with the regulations shall be binding,
even on absent or dissenting shareholders.
Art. 107. Calls to a General Meeting shall be made in the name of the
Chairman by letter from the First Secretary sent to the domicile of the
shareholders known to the Bank; and by announcement signed by the
First Secretary and published in the Official Gazette at least two weeks in
advance, except in urgent and extraordinary cases.
Par. 1. In these cases, presentation of the documents referred to in
Articles 94, 96 and 97 may be made from the date the Meeting is called
until the actual opening date.
Par. 2. The letters convening the Meeting shall always indicate briefly
the purpose for which it has been called.
Art. 108. Election to the offices of Chairman, Vice-Chairman, Secretary
and Deputy Secretary of the General Meeting, and to positions on the
Board of Directors and the Board of Auditors, shall be by secret ballot
and an absolute majority of votes. If an absolute majority is not obtained
on the first vote, however, a relative majority shall suffice for the second
ballot.
Par. 1 . In case of a tie, the shareholder with the highest seniority shall
be elected and, if seniority is equal, the shareholder holding the largest
number of shares; if the number of shares is equal, the question shall be
decided by lot.
Par. 2. The provisions of this Article and paragraph 1 thereof shall
be observed in electing any committee not appointed by acclamation of the
General Meeting.
Art. 109. The offices of Chairman, Vice-Chairman, Secretary and
Deputy Secretary of the General Meeting and of the General Council shall
preclude the holders from occupying any other post or accepting any other
employment with the Bank.
CHAPTER XII. GENERAL AND TEMPORARY PROVISIONS
Art, 1 10. Questions arising between the State and the Bank of Portugal
in regard to the interpretation and execution of their contracts shall be
decided, finally and without appeal, by three arbitrators : one appointed
by the Government; another by the Bank; and the third, who shall preside,
shall be the President of the Supreme Court.
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1 11. So long as the provisions of Decree No. 20683 of December
and Decree-Law No. 22496 of May 4, 1933 remain in effect, the
accounts of the Bank of Portugal shall be kept in compliance with the
rules agreed between the Government and the Bank.
Par. 1. The gold referred to in Clauses 13 and 14 of the contract
of June 29, 1931 and Articles 27 and 29 of this Charter shall be entered
on the books at its value according to the base price of gold resulting
from the relationships: 28.75 escudos are equal to 1 U.S. dollar of the
weight and fineness in effect on July 1, 1944; and 1 troy ounce is equal
to 35 U.S. dollars.
Par. 2. Foreign currency shall be entered on the books at the parity
rate of each in conformity with the relationships given in this Article.
Par. 3. Of the increment resulting from the valuation of gold made in
application of paragraph 1 above, part shall be used for full repayment of
the debts of the Treasury to the Bank of Portugal referred to in Clauses 10,
1 1 and 14 of the contract of June 29, 193 1, and the remainder shall be
credited to a special account for use in meeting possible disequilibria
arising from a change in the value of the gold held by the Bank and the
payments required by operations or transactions involving gold or by the
movement of gold, and for other purposes agreed between the State and
the Bank.
Par. 4. Such changes and entries as are required for compliance with
this Article shall be made on the books of the B ank.

Art.

29, 193 1

1 1 2. To facilitate compliance with Article 7 of the present Charter
and to prevent the capital of the Bank from being represented by frac
tions of a share, the Bank shall acquire from the State, for cancellation,
the certificate now held by the latter having the value of one third of one
share in the Bank.

Art.

Art.

1 1 3 . The Bank shall be excused from payment of all taxes and
fiscal charges on the value of its assets and the increase in capital and
reserves arising from the provisions of this Charter and the contract
approved by Decree-Law No. 44432 of June 29, 1962.

Art.

1 14. Until such time as the regulatory and organizational system
of the Bank is altered, there shall continue in effect, wherever they are
not contrary to the present Charter, the present regulations as amended
by decision of the General Council according to circumstances and need.

1 15. The provisions of Article 1 14 shall also be applicable to the
administrative regulations approved by Decree of April 23, 1891 and to
those of branches and agencies approved by Decrees of May 24, 1 897 and
July 17, 1916, but government approval has not yet been granted to the
decisions of the General Council of the Bank concerning the manufacture
and issue of notes and the services involved in the functions of general

Art.
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cash department of the Treasury and central exchequer of the Treasury
in the administrative districts.

Art. 1 16. The Bank may adopt, without prejudice to its guarantees and
interests, any measures it considers suitable for facilitating the settle
ment and repayment of transactions now pending but not permitted by
the new organizational or regulatory provisions.
Sole Paragraph . The guarantee furnished by the State for the liability
arising from repayments for execution of Article 2 of Decree No. 1 8946
of October 21, 1930 shall continue to exist until repayment has been
completed.

Art. 1 1 7. The signature of the Governor, one of the Deputy Governors,
or two of the Directors shall be adequate to obligate the Bank.
Par. 1. The public or notarial acts and the correspondence or other
documents sent to official agencies shall require the signature of the
Governor or one of the Deputy Governors.
Par. 2. The notes and shares issued by the Bank shall require the signa
ture and seal of the Governor and one of the Directors.
Par. 3. Except in the cases referred to in the foregoing paragraphs, the
signature of one of the Directors and one of the high-ranking employees
of the Bank, or of two such employees jointly, shall be adequate, when
so decided by the Board of Directors.
Par. 4. Correspondence and other documents sent to official agencies
the nature of which does not justify signature by the Governor or one of
the Deputy Governors under paragraph 1 shall be signed by two Directors,
but in routine cases the Governor may authorize two high-ranking employ
ees chosen by him to sign.
Art. 1 18. To such officers or employees as may so request, the Bank
may grant medium-term or long-term loans to facilitate the purchase or
construction of their own houses.
Sole Paragraph. The Board of Directors shall decide the amount, guar
antee and other conditions of the loans on the basis of the family and
financial circumstances of the persons concerned.

Art. 1 19. Persons in the service of the Bank shall be entitled to sickness
and retirement pensions on terms to be defined by the General Council,
which shall also determine the conditions in which the Bank may grant
survivors' pensions to the widows and minor children of persons in its
service.

Art. 120. Members of the General Council of the Bank who have
exercised their functions for at least twenty years, consecutively or with
interruptions, shall be entitled to receive on retirement a monthly pension
equal to the salary received on the date they leave the Bank, for what
ever cause.
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Par. 1. When a position has been held for less than twenty years but
more than five, the provisions of this Article shall be applicable with the
difference that in this case the amount of the pension shall be the amount
corresponding to the product of the number of years spent in the position
multiplied by one twentieth of the salary.
Par. 2. For purposes of this Article, there shall be added to the time
in the position here referred to the time spent in previous positions on
the staff of the Bank.
Par. 3. In case of death, the General Council may grant the widow and
minor children a monthly pension corresponding to half the salary or
pension received by the deceased.

Decree-Law No. 46492 1

1. The recent evolution of the money markets in our country has shown
the need to adopt measures to improve the conditions in which they function.
In Article 27 of Law No. 2 124 of December 19, 1964 it was expressly
established that: "In carrying out the reform and adaptation of the financial
structure to present conditions of national economic development, the
Government shall promote the measures considered necessary for the
effective functioning of the banking system and the capital market."
Furthermore, the various enactments dealing with financial matters that
have been promulgated recently show the Government's firm intention to
take active steps toward the general objectives defined above. With the
reorganization of the credit system and the banking structure in the overseas
provinces (Decree-Law No. 45296 of October 8, 1963), the definition of
the general conditions governing export credit and export credit insurance
operations (Decree-Law No. 46303 of April 27, 1965 ), the amendment of
the provisions governing the investment of foreign capital on Portuguese
territory (Decree-Law No. 463 12 of April 28, 1965), the control of the
creation and operation of investment funds and their related management
companies (Decree No. 46342 of May 20, 1965) and the publication of
regulations governing issue and circulation of overseas development bonds
(Decree-Law No. 46380 of June 1 1 , 1965), significant steps have already
been taken toward perfecting the country's monetary and financial
instruments.
Meanwhile, some alterations are urgently needed in the credit system of
continental Portugal and the adjacent islands.
2. In the first place, considering the position of the Bank of Portugal
as the bank of issue, central bank and reserve bank, as defined in its Charter
or organic laws and in its contracts with the State, and the functions it has
to exercise in consequence, with special reference to the money market, it
1 The Decree-Law was promulgated by the Minister of Finance on
August
1 8, 1965 and published in the Diario do Governo of the same date.
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is necessary to clarify or redefine the nature and scope of the powers that
have been or should be granted to the Bank. As a general principle, it is
essential that the Bank of Portugal, in its above-mentioned capacity and
in exercise of the powers defined in Paragraph 2 of Article 14 of Decree
Law No. 42641 of November 12, 1959,2 shall have at its disposal the
instruments of monetary policy provided by current legislation, using them
under the guidance of the Government and always in step with the evolution
of those markets. Only thus can the Bank act, from moment to moment,
so as to regulate the operation of the money market and ensure that the
money supply is in line with the requirements of economic activity.
Furthermore, the powers in this sphere entrusted to the central banks in most
of the Western countries are a sufficiently clear example.
3. One of the features that have come to characterize the evolution of
the money market in recent years has been the considerable intensification
of interbank competition, particularly in the demand for available funds.
Such competition has caused some confusion in this market, revealing the
need for some intervention designed to forestall it.
Hence, it is considered appropriate to set down with greater precision the
rules and regulations governing bank deposits, especially time deposits, and
to establish rules for cash reserves and other guarantees for commercial
banks' sight and short-term liabilities, more in keeping with the principal
categories of those liabilities. And, while the mobilization of certain funds
for lending operations is facilitated by a relaxation of time limits, neverthe
less recent developments make it advisable to introduce appropriate quanti
tative and qualitative measures relating to the creation of paper credit by
commercial banks, and to the productive utilization of the sight liabilities
or very short-term liabilities collected by the commercial banks, with the
ultimate objective of a selective expansion of bank credit.
It is also evident that the effects of certain shortcomings in the interest
rate structure have become more pronounced; they have certainly con
tributed not only to the intensification of some pressures on the money
market, but also to continued weakness of the capital market. In these
circumstances, while the central bank will have to make the rates for credit
operations uniform for the whole territory of continental Portugal and the
adjacent islands, it has also become necessary simultaneously to modify
and extend the system of legal interest rate limits for banks' lending and
borrowing operations. Moreover, with a view to stimulating the demand
for bonds, it is appropriate to consider, in addition to other measures,
granting to certain securities the benefit of exemption from, or reduction of,
the capital investment tax and the complementary tax in respect of the
interest on the said securities.
4. Finally, with direct reference to the resources without which the Bank
of Portugal cannot properly exercise its functions as the bank of issue,
central bank and reserve bank, the Government recognizes that it is vital
that the Bank have at its disposal adequate data on the position and activity
For the text of Art. 14, see below, p. 597.
•
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of the money and capital markets. Indeed, without access to information
that is regular, up-to-date and as complete as possible, it is extremely
difficult for the bank of issue to exercise the functions entrusted to it, or
to provide timely information on the evolution of these markets for the
Government.
Considering the provisions of Article 27 of Law No. 2124 of December 19,
1964;
Taking due note of the provisions of Decree-Law No. 41403 of
November 27, 1957 and Decree-Law No. 42641 of November 12, 1959,
together with the Charter or organic laws of the Bank of Portugal and the
contracts between the State and the said Bank;
After consulting the National Credit Council;
By virtue of the authority conferred by Article 109, Paragraph 2, part 1 ,
of the Constitution, the Government decrees and I promulgate, with force
of law, the following:

THEREFORE:

CHAPTER

I.

OPERATIONS OF CREDIT INSTITUTIONS

Deposits of cash holdings [disponibilidades monetarias] in credit
institutions shall take one of the following forms:
(a) Demand deposits;
( b ) Time deposits;
(c) Notice deposits.
Par. 1. Demand deposits shall be payable immediately.
Par. 2. Time deposits shall be payable only at the end of the period for
which they were made, which period shall not be less than thirty days.
Deposits in commercial banks shall not be made for a period exceeding
one year.
Par. 3. Notice deposits shall be payable at the end of the period for
which the depository has received notice in writing, as stipulated in the
notice clause. This period shall not exceed ninety days.

Art. I.

Total cash holdings of commercial banks, constituted by cash on
hand, demand deposits with the bank of issue of metropolitan Portugal
and national development bonds, shall at all times be at least equal to the
total of the following amounts:
(a) Fifteen per cent of the sight liabilities in Portuguese currency;
( b ) Ten per cent of the total of time and notice deposits in Portuguese
currency made for periods of thirty to ninety days, inclusive;
(c) Five per cent of the total deposits in Portuguese currency made for
periods of more than ninety days.

Art. 2.
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Sole Paragraph. In addition to demand deposits and other immediately
payable liabilities, notice deposits in Portuguese currency at less than thirty
days shall also be considered sight liabilities for the purposes of this
Article.

Art. 3. Checks issued by commercial banks either on their own branches
(or vice versa) or on other credit institutions shall not be counted among
the items listed in Paragraph 1 of Article 57 of Decree-Law No. 42641 of
November 12, 1959 as part of the cash holdings of commercial banks
referred to in the preceding Article.

Art. 4. In determining the liquidity situation of the commercial banks,
the surplus of cash holdings over and above the minimum amounts found
to exist in conformity with the provisions of Article 2 will be considered as
cover for the various categories of liabilities enumerated in that Article, in
proportion to the minimum amounts referred to.

Art. 5. That part of the value of liabilities in Portuguese currency men
tioned in Article 2, items (a) and ( b ) , which exceeds the amount of cash
holdings constituted as indicated in that same Article and calculated in
conformity with the preceding Article must always be completely guaranteed
by the assets mentioned in Article 60 of Decree-Law No. 42641, but com
mercial paper held by correspondents in Portugal and balances with credit
institutions domiciled in Portugal, referred to in items (h) and (j) of that
Article, respectively, may be payable in a maximum period of not more than
one hundred eighty days.

Art. 6. The total amount of the commercial banks' sight liabilities in
Portuguese currency and of time or notice deposits in Portuguese currency
in commercial banks for periods of thirty days or more shall be wholly
guaranteed at all times by the sum of the following assets:
(a) The cash assets referred to in Article 2;
( b ) The assets referred to in Article 60 of Decree-Law No. 42641, with
the amendment mentioned in Article 5 of the present Decree-Law;
(c) Securities in the commercial portfolio with maturities of more than
six months but not more than two years, represented by discounted
bills, receipts, abstracts of invoices and warrants;
(d) Loans or current accounts with maturities of more than one year but
not more than two years, guaranteed in any legally permissible
manner.
Sole Paragraph. Those amounts of the assets referred to in items (c) and
(d) of the present Article which do not arise from investment of the com
mercial banks' own capital shall never exceed the amount of deposits in
Portuguese currency made with those banks for periods exceeding ninety
days, except in the cases provided for in item (d) of Article 62 of Decree
Law No. 42641.
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Art. 7. No credit institution shall grant to its correspondents powers to
effect any banking operation without previous authorization by the Minister
of Finance.
Art. 8. Commercial banks shall not pay interest at rates higher than the
following limits:
(a) One half of one per cent on demand deposits;
(b) One and one-fourth per cent on notice deposits at less than thirty
days;
(c) Two and one-half per cent on time or notice deposits at thirty to
ninety days, inclusive;
(d) Three and one-half per cent on time deposits at more than ninety
days and up to one year.
Sole Paragraph. Within the limits established in this Article, the Minister
of Finance, upon a proposal of the National Association of Banks and
Banking Houses, may fix by executive decision more differentiated interest
limits corresponding to the length of the notice and deposit periods.
CHAPTER Il. INTEREST RATES

Art. 9. The special credit establishments mentioned in item (d) of
Article 2 of Decree-Law No. 42641 shall not pay interest at rates higher
than the following limits on any deposits that they are legally authorized
to receive:
(a) Two per cent on demand deposits and notice deposits at less than
thirty days, up to the amount of twenty thousand escudos, and one
and one-fourth per cent above that amount;
(b) Two and one-half per cent on time or notice deposits at thirty to
ninety days, inclusive;
(c) Three and one-half per cent on time deposits at more than ninety
days and up to one year;
(d) Four per cent on time deposits at more than one year.
Art. 10. All credit institutions are prohibited from assigning to their
depositors any benefits or premiums that could, directly or indirectly, result
in returns on their deposits becoming higher than the maximum rates fixed
in Article 8 and Article 9, above.

Art. l l . Credit institutions shall not charge interest on their lending
operations at rates higher than the following limits:
(a) In discounting commercial bills and in other credit operations for
periods not exceeding six months, the discount rate of the Bank of
Portugal plus one and one-half per cent;
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( b ) In any credit operations for periods exceeding six months but not
exceeding one year, the discount rate of the Bank of Portugal plus
two per cent;

(c) In credit operations for periods exceeding one year, but not exceeding
five years, the discount rate of the Bank of Portugal plus two and
one-half per cent;

(d) In operations for periods exceeding five years, the discount rate of
the Bank of Portugal plus three and one-half per cent.

Sole Paragraph. The Minister of Finance may authorize rates higher than
those referred to in items (c) and (d) of the present Article, provided that
the operations to which they relate involve the investment of special funds
and are intended for purposes of acknowledged interest to the Portuguese
economy.

5

41403

27, 1957

Art. 12. In credit operations effected by the quasi-banking institutions
referred to in Article of Decree-Law No.
of November
or
of June
through the companies referred to in Decree-Law No.
the maximum interest rates shall not exceed those referred to in the
preceding Article.

1961,

11

43767

30,

12

Art. 1 3. The interest rates agreed in accordance with the provisions of
and Article
shall be neither reduced nor increased by virtue of
Article
a change in the discount rate of the Bank of Portugal during the period for
which the operations were undertaken.
Art. 14. Credit institutions and quasi-banking institutions shall not,
either directly or indirectly, take the place of depositors, or of others who
are their creditors as a result of banking operations, in paying the taxes that
such depositors or creditors owe in respect of the interest on the relevant
deposits and operations.
Art. 15. The Directorate-General of Taxes and Excise shall exercise the
control incumbent upon it with respect to observance of the fiscal regulations
relating to interest on deposits in credit institutions.
Art. 16. Any commissions charged by credit institutions and by quasi
banking institutions on operations they effect shall be considered as interest
for purposes of the limits fixed in Articles
and
Par. 1 . Transfer fees relating to drafts or other commercial bills payable
in a market located in an administrative area [concelho] other than that in
which the discount operation was originated are excepted from the provisions
of this Article.
Par. 2. The transfer fees referred to in the preceding paragraph shall
be fixed by the National Association of Banks and Banking Houses, subject
to confirmation by the Inspectorate-General of Credit and Insurance.

11

12.
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Par. 3. In the case o f loans contracted through the companies referred to
in Decree-Law No. 43767, the total of the interest received by the lender
plus the commission charged by the intermediary bodies shall remain within
the limits fixed in Articles 1 1 and 12, above.
Art. 1 7. The Minister of Finance may, by order [portaria], upon the
recommendation of the Bank of Portugal and after consulting the National
Credit Council, change the interest rate limits referred to in Articles 8, 9
and 1 1 , as well as fix interest rates for any other banking operations.
CHAPTER Ill. MONEY MARKET AND BANK OF ISSUE, CENTRAL BANK
AND RESERVE BANK
Art. 18. In special circumstances affecting the monetary and financial
situation, and with due regard to the funds needed for national economic
development, the Minister of Finance, upon the recommendation of the
B ank of Portugal and after consulting the National Credit Council, may, by
order, set limits to the credit to be granted by credit institutions and quasi
banking institutions.
Art. 19. It is incumbent upon the Minister of Finance, in accordance
with Article 14 of Decree-Law No. 42641, to formulate directives with a
view to promoting coordination of the volume and the distribution of credit
with the requirements of each sector of the economy.
Art. 20. The Government shall continue to regulate those credit opera
tions of banks where the purpose is to finance installment sales of con
sumer durable goods produced on Portuguese soil or imported from abroad,
taking into consideration the legal provisions governing medium-term and
long-term credit operations set forth in Article 17 of Decree-Law No. 44652
of October 27, 1962.
Art. 21. The Minister of Finance may, upon the recommendation of the
Bank of Portugal and after consulting the National Credit Council, establish
by order:

(a) The limits and conditions to which the guarantees mentioned in
Article 60 of Decree-Law No. 42641 and in Articles 5 and 6 of the
present Decree-Law shall be subject;

( b ) The proportion of national development bonds in the cash assets
referred to in Article 2;
(c) The ratios referred to in Article

71

of Decree-Law No.

4264 1 .

Art. 22. The Bank of Portugal, i n its capacity as bank of issue, central
bank and reserve bank, shall, in accordance with the provisions of Para
graph 2 of Article 14 of Decree-Law No. 42641, and in accordance with
the provisions of its by-laws and of its contracts with the State, adopt, when
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circumstances require, measures designed to regulate the functioning of the
money market and to promote the coordination of the money supply with
the requirements of economic activity.
Art. 23. In special circumstances affecting the monetary situation, the
Bank of Portugal may fix interest rates higher than the standard rate for
rediscount operations, and for direct loan operations not included in con
tracts with credit institutions for the opening of credits on current account,
beyond the limits that the Bank of Portugal may announce to these
institutions from time to time.
Art. 24. The Bank of Portugal, in its capacity as bank of issue, central
bank and reserve bank, may, with the agreement of the Minister of Finance,
change the percentages of cash assets set out in Article 2 of the present
Decree-Law.
Art. 25. The foreign currency holdings of commercial banks, constituted
in accordance with Articles 29 to 36 and Paragraphs 1 and 2 of Article 3 7
o f Decree-Law No. 44699 o f November 1 7 , 1 962, may b e limited b y the
Bank of Portugal, taking into consideration the situation of the money and
exchange markets and the position of the said institutions.
CHAPTER IV. CAPITAL MARKET
Art. 26. In conformity with the provisions of Article 27 of Law No. 2 1 24
of December 1 9 , 1964, the Minister of Finance is authorized to adopt the
necessary measures to stimulate the capital market with a view to assuring
its normal functioning and advancing the national economic development
policy.
Art. 27. For the purposes indicated in the preceding Article, the Minister
of Finance may, wholly or partially, exempt both from the capital investment
tax and from the complementary tax the interest on bonds issued by those
undertakings whose activities are included in the development plans or pro
grams referred to in Article 4 of Decree-Law No. 44652 or, although not
included therein, are of maj or interest from the point of view of national
economic development.
CHAPTER V. INFORMATION ON MONEY AND CAPITAL
Art. 28. Credit institutions and quasi-banking institutions are required
to send to the Bank of Portugal, in accordance with the instructions issued
by the said Bank, monthly interim balance sheets and other data concerning
their position and the operations they carry out in the money and capital
markets.
Art. 29. To supplement the data relating to the general balance of
international payments referred to in the Sole Paragraph of Article 7 of
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Decree-Law No. 44699, the Bank of Portugal is authorized to seek from
any institutions whatsoever, and they are required to supply to the Bank,
the data necessary for the periodic preparation of a balance sheet of capital
imports and exports, and for the determination of the net external credit or
indebtedness of the national economy.
Art. 30. Credit institutions, quasi-banking institutions and the other
entities referred to in Articles 28 and 29 shall send copies of the data which
they transmit to the Bank of Portugal in compliance with the provisions of
these Articles, to the Inspectorate-General of Credit and Insurance.
CHAPTER VI. SPECIAL AND TEMPORARY PROVISIONS
Art. 31. Infringements of the provisions of the present Decree-Law shall
be punishable in accordance with the general law and with the provisions
of Articles 89 to 98, inclusive, of Decree-Law No. 42641 .
Sole Paragraph. Without prejudice to the penalties provided in the
present Article, the National Association of Banks and Banking Houses
may apply the disciplinary sanctions prescribed in its by-laws whenever its
members adopt competitive practices that are incompatible with the prin
ciples of fair competition or that do not conform to good banking practice.
Art. 32. Without prejudice to the penalties provided in Article 3 1 ,
institutions that do not forward, within the prescribed time limits, the
accounting data or other information lawfully asked of them in circulars or
instructions sent by registered mail by the Inspectorate-General of Credit
and Insurance or the Bank of Portugal and requiring an acknowledgment of
receipt, may be fined an amount not exceeding ten thousand escudos.
Sole Paragraph. Imposition of the fine shall be the responsibility of the
Inspector-General of Credit and Insurance.
Art. 33. Articles 2 to 6 and Paragraph 2 of Article 16 shall enter into
force sixty days after the date of publication of the present Decree-Law.
Art. 34.. Deposits in existence on the date of publication of this Decree
Law with conditions differing from those established herein shall be brought
into line with the prescribed conditions within the following periods :

(a) Demand deposits with a notice clause in conformity with Article 50
of Decree-Law No. 4264 1 , up to fifteen days from the date of
publication of this Decree-Law;
( b ) Time deposits in conformity with the same Article, starting from
the expiration of the period for which they were made.
Art. 35. In lending operations effected prior to the date of publication
of this Decree-Law, the interest rates agreed upon at the time the
operation was realized shall remain unchanged until the relevant due date.
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Art. 36. Present bank correspondents shall apply for the appropriate
authorization within a period of thirty days from the publication of the
present Decree-Law, and those which are not granted such authorization
shall terminate their activities within sixty days following the decision
rejecting their application.
Art. 37. For all fiscal purposes, notice deposits at thirty days or more
are considered equivalent to time deposits.
Art. 38. Article 37 of Decree No. 10634 of March 20, 1925, Decree-Law
No. 277 1 1 of May 1 9, 1 937, Paragraphs 1 and 2 of Article 41 and Article 42
of Decree-Law No. 4 1403 of November 27, 1 957, the body of Article 1 1 and
Articles 23, 24, 50, 58 and 59, and Paragraphs 2 and 3 of Article 57 of
Decree-Law No. 42641 of November 12, 1959, are repealed.

The Constitution 1
ARTICLE 9 1
The functions o f the National Assembly shall be :
( 1 ) To make, interpret, suspend and revoke laws;
(2) To ensure the observance of the Constitution and the laws and
to examine the acts of the Government or the Administration;

ARTICLE 9 3
The exclusive competence o f the National Assembly includes approval of
the general principles relating to :
( b ) The weight, value and denomination of coins;
(c) The standards for weights and measures;

(d) The creation of banks or institutions of issue;
1 Constitui�ao Polftica. As amended. Approved by a national plebiscite
of March 19, 1 9 3 3 and entered into force on April l l , 1933.
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Banking Legislation
SUMMARY
The principal sources of banking law in Portugal are Decree
Law No. 4 1 403 of 1 95 7 and Decree-Law No. 4264 1 of 1 959.1
The preamble to the 1 959 Decree-Law states that it contains regu
lations in regard to credit and commercial banking in general for
the purpose of implementing the 1 95 7 Decree-Law, but that it
was also found necessary to supplement some of the provisions of
the 1 95 7 Decree-Law and to improve and unify the existing legis
lation. In the circumstances, there are only occasional references
to the 1 95 7 Decree-Law in this summary, and all references are
to the 1 959 Decree-Law unless otherwise indicated.
The 1 959 Decree-Law comprises 1 02 articles, arranged in 1 2
chapters, a s follows : Chapter I, Credit Activity (Arts. 1 - 1 2 ) ;
Chapter II, Protection of Credit (Arts. 1 3-24 ) ; Chapter Ill,
Administration of Credit Institutions (Arts. 25-3 5 ) ; Chapter IV,
Registration of Credit Institutions and Publication of Their Reports
and Accounts (Arts. 3 6-39 ) ; Chapter V, National Credit Council
(Arts. 40-44) ; Chapter VI, B anks of Issue (Arts. 45-46 ) ; Chap
ter VII, Commercial B anks (Arts. 47-77 ) ; 2 Chapter VIII, For
eign Credit Institutions and Their Affiliates (Arts. 7 8-85 ) ; Chap1 Decreto-Lei n.0 4 1 403-Regula o exercicio das fun96es de credito
na metr6pole e a pnitica dos demais actos inerentes a actividade bancaria
(Decree-Law No. 4 1403-Governing Credit Activity in Metropolitan Por
tugal and the Performance of the Other Functions of Banking) was
promulgated on November 27, 1957 and published in the Didrio do
Governo of the same date; the text was also published in Banco de Portu
gal, Relat6rio do Consellzo de A dministrariio, gerencia de 1 957 (Lisbon,
1 958 ) , pp. 1 8 2- 192, and an English text, in pamphlet form, was published
by the Bank of Portugal in 1964.
Decreto-Lei n. 42 641-Promulga disposi96es destinadas a completar
a execu9ao do Decreto-Lei n. 4 1 403, que reorganizou o sistema do
credito e a estrutura bancaria (Decree-Law No. 42641-Containing Pro
visions to Supplement Decree-Law No. 4 1403 by Which Credit and the
Structure of the Banking System Were Reorganized) was promulgated on
November 1 2, 1 959 and published in the Didrio do Governo of the same
date; the text was also published in Banco de Portugal, Relat6rio do
Conselho de A dministrariio, gerencia de 1959 (Lisbon, 1960 ) , pp. 25 1-272,
and an English text, in pamphlet form, was published by the Bank of
Portugal in 1965.
The text of Arts. 13, 14, 23, and 24 of the 1 959 Decree-Law is given
below, pp. 597-598.
2 The State and its credit institutions, investment banks, and savings
banks and credit cooperatives are governed by Chapters V, VIII , and
IX, respectively, of the 1957 Decree-Law.
o

o
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ter IX, Exchange Offices ( Arts. 86-88 ) ; Chapter X, Penalties
(Arts. 89-9 8 ) ; Chapter XI, Special Provisions (Art. 99 ) ; Chapter
XII, Temporary Provisions (Arts. 1 00- 1 02 ) .
I n addition to the State, only the following credit institutions
may normally carry on credit activities and other banking functions
in metropolitan Portugal; the State credit institutions ; the banks of
issue (National Overseas Bank and Bank of Angola) ; the com
mercial banks; and the special credit establishments. The special
credit establishments shall comprise the investment banks, the sav
ings banks, the credit cooperatives, and the General Portuguese
Real Estate Credit Company (Arts. 1 and 2 ) .
Auxiliary credit functions shall be exercised by the stock mar
kets, exchange markets, stockbrokers, exchange brokers, and
exchange offices (Art. 3 ) .
The carrying on of credit activities by individuals and legal
entities other than those listed in Art. 2 may be authorized by
regulation (Art. 5 of 1 9 57 Decree-Law) 3
Authorization to found commercial banks and special credit
establishments in metropolitan Portugal shall be granted by
decree, subject to the prior approval of the Minister of Finance
and the opinion of the National Credit Council. The Minister of
Finance may prescribe in the decree such conditions and terms as
he considers appropriate. A commercial company which has been
founded without having obtained this authorization may not
include in its name the words "bank," "banker," "banking," or any
other word suggesting the carrying on of banking business (Arts.
6 and 7 ) .
The Government may, in special situations, permit the merger
or reorganization of commercial banks and special credit estab
lishments (Art. 9 ) . The opening of branches, agencies, and any
other subsidiaries of credit institutions requires prior authoriza
tion from the Minister of Finance (Art. 1 0 ) .
The opening of new exchange offices is generally not permitted
(Art. 1 2 ) .
The Minister of Finance is charged with the supervision and
coordination of the activities of the credit institutions (Art. 1 3 ) . 4
In particular, he is responsible for coordinating the volume of
.

s Art. 2 of the 1 959 Decree-Law corresponds to Art. 3 of the 1957
Decree-Law.
4 For the text of Art. 1 3 , see below, p. 597.
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credit with the pace of economic activity; for the distribution of
credit; for mobilizing savings and channeling them toward eco
nomic development; and for regulating the financial market. The
Bank of Portugal shall cooperate with the Ministry of Finance in
these matters, but it also has special powers and responsibilities
under the guidance of the Minister of Finance, namely, the settle
ment of exchange operations, the currency supply, and the regula
tion of the money market (Art. 1 4 ) . 5
In special circumstances the Minister of Finance may, after con
sultation with the Bank of Portugal, order the transfer to the Bank
( against payment of equivalent amounts in Portuguese currency )
of the following liquid assets of commercial banks : coined and
bar gold; foreign notes and coins ; and specified assets in foreign
currency with maturities not exceeding 90 days (Art. 1 5 and
Art. 6 0 ( a ) and ( c ) ) .
The Inspectorate-General of Credit and Insurance is entrusted
with the inspection of commercial banks, special credit establish
ments ( except the mutual agricultural credit banks ) , auxiliary
credit institutions, and other individuals and legal entities referred
to in Art. 1 6. 6
For purposes of inspection, the institutions referred to in Art. 1 6
are required to submit their monthly balance sheets, annual balance
sheets, profit and loss accounts, securities portfolios, and any other
data that are considered relevant ( Art. 1 7 ) .
The Minister of Finance shall formulate special rules governing
the financial data and information on monetary and exchange
matters which are presented in the bulletins and reports of the
commercial banks, the special credit establishments, and the auxil
iary credit institutions (Art. 1 8 ) .
Subject to specified exceptions, the commercial banks, the
special credit establishments, the institutions engaging in auxiliary
credit activity, and the individuals and legal entities other than
those listed in Art. 3 may not conclude among themselves con
tracts or agreements of any nature that tend to create a position
of dominance over the money, exchange, and financial markets ;
and may not acquire their own shares or capital, or the shares or
5 For
s See

the text of Art. 1 4, see below, p. 597.
also Art. 1 3 , which gives jurisdiction over bank inspection to
the Minister of Finance, "except insofar as such competency is delegated
by law to another body" (p. 597, below) .
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capital of other credit institutions (Art. 1 9 ) . However, the credit
institutions are permitted to purchase shares or bonds of other
credit institutions or enterprises that are offered for public sub
scription (Art. 20) .
There are no limits to the acquisition and/ or holdings by credit
institutions of securities issued or guaranteed by the State, pro
vided that the subscription to each issue does not exceed the total
capital and reserves of the credit institution concerned (Art. 2 1 ) .
The credit institutions may acquire bonds guaranteed by the State
to a maximum of 50 per cent of the total amount of each issue
(Art. 22) .
The credit institutions shall not charge interest on their dis
counts and short-term loans at a rate higher than the discount
rate of the Bank of Portugal plus 1 .5 per cent (Art. 2 3 ) .'
The Minister of Finance may, by order, subject to the opinion
of the Bank of Portugal and after consulting the National Credit
Council, alter the interest rates established in Art. 2 3 and set the
rates for any other banking operations ( Art. 24) . 8
A credit institution may not take part in the management of
other credit institutions; however, overseas banking organizations
founded under Law No. 206 1 of May 9, 1 95 3 and investment
banks are exempt from this provision within specified limits
(Art. 25 ) .
The administrators, directors, managers, and other officials of
credit institutions specified in Art. 26 may not be members of the
management of other credit institutions or exercise any functions
therein, except as representatives in overseas banking organiza
tions or investment banks (Art. 26 ) . Arts. 27 and 28 contain
additional disqualifications for officers and employees of banks.
The members of the board of directors or board of trustees and
the managers of credit institutions shall not receive credit in any
form from the institution in which they hold these offices (Art.
29 ) .
The members of the board of directors shall be jointly respon
sible for all acts of their credit institutions that are contrary to the
law or to their charters, unless they have expressed their opposi
tion or disagreement to such acts (Art. 3 1 ) .
The general meetings of banks may not comprise more than
For the text of Art. 23, see below, pp. 597-598.
" For the text of Art. 24, see below, p. 598.
1
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3 00 shareholders (Art. 3 4 ) . The shareholders of Portuguese
banks with head offices in continental Portugal who live in any
district in the adjacent islands or in any overseas province shall
enjoy the rights guaranteed to shareholders residing abroad by
Art. 1 87 of the Commercial Code ( Art. 3 5 ) .
The credit institutions, except the State institutions, shall register
with the Inspectorate-General of Credit and Insurance; a newly
founded credit institution may begin operations only after registra
tion has been completed ( Arts. 3 6 and 3 7 ) . 9
Each credit institution, except the State institutions, shall pub
lish its quarterly balance sheets in the Diario do Governo, and its
annual balance sheet and profit and loss account, accompanied by
its annual report, if any, in the Boletim de Credito and a news
paper of wide circulation in the place where the credit institution
has its head office ( Art. 39 ) .
Art. 40 provides that the National Credit Council, a consultative
organ on the financial aspects of credit policy, shall be under the
chairmanship of the Minister of Finance and shall be composed
as follows : the President of the Credit and Insurance Corpora
tion; the Governor of the Bank of Portugal ; the Governors of the
National Overseas Bank and the Bank of Angola; the General
Manager of the General Bank for Deposits, Credit and Social
Security ; the Governor of the National Development Bank as
representative of the investment banks; two representatives of the
commercial banks; the Inspector-General of Credit and Insurance;
one representative of the Ministry of Economy; one representative
of the Ministry of Overseas Territories; and one representative of
the Ministry of Corporations and Social Security.
The National Credit Council shall advise the Government on any
questions submitted to it; propose measures designed to improve
the working of the credit system ; and publish a report on the
credit situation for the preceding year in the Boletim de Credito
of the Inspectorate-General of Credit and Insurance (Art. 42 ) .
The National Credit Council may, directly or through the Inspec
torate-General of Credit and Insurance, request the credit institu
tions and other specified entities to furnish it any information it
needs for the performance of its functions (Art. 43 ) .
9 Under Art. 100, existing credit institutions were required to register
within 60 days from the date of publication of the Decree-Law (Novem
ber 12, 1959 ) .
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Art. 4 7 defines commercial banks as individuals or legal enti
ties in private law who have as their sole purpose the carrying on
for gain of banking and credit business and who receive as depos
its, or in similar form, funds which they use for their own account
and at their own risk to grant short-term credit or in other opera
tions which they are legally authorized to carry out.10
New commercial banks whose offices are in Lisbon or Oporto
must have a minimum capital of Esc 50 million; for new com
mercial banks located elsewhere, the minimum is Esc 20 million;
for commercial banks which were in existence on November 12,
1 959, the corresponding amounts are Esc 30 million and Esc 1 0
million, respectively (Art. 4 8 ) .n
The Minister of Finance shall authorize the issue of bonds by
the commercial banks, in accordance with the legislation in effect,
but only in special cases and for the productive purposes provided
for in plans approved by the Council of Ministers (Art. 40 of
1 95 7 Decree-Law) .
Arts. 5 3-56 deal with "confidential commissions" of commercial
banks, that is, functions entrusted to them under special arrange
ments, such as administering or settling the property of others and
collecting credits or receiving interest and dividends for others.
The funds involved in these transactions and the resulting liabili
ties of the banks shall be recorded separately in their balance
sheets, and in case of suspension or liquidation of the commissioned
institution, its "confidential commissions" may be transferred by
the Inspectorate-General of Credit and Insurance to another credit
institution.
Commercial banks shall maintain at all times cash assets ( con
sisting of "cash on hand, demand deposits with the bank of issue
of metropolitan Portugal, and national development bonds" ) equal
to at least 1 5 per cent of their sight liabilities (defined for this
purpose as "demand deposits and other immediately payable lia
bilities, plus time deposits and deposits payable at less than 30 days'
notice" ) and equal also to at least 5 per cent of their time deposits
10 Art. 46 provides that the overseas banks of issue ( the National
Overseas Bank and the Bank of Angola ) shall be subject to the provi
sions governing commercial banks in respect of their banking activity and
credit functions in metropolitan Portugal.
1 1 Art. 49 prescribes minimum capital requirements for "banking houses"
( casas bancdrias) , that is, banks which are not limited companies and
for which the minimum capital requirements are lower than for com
mercial banks proper.
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and notice deposits at more than 30 days (Arts. 57 and 5 8 ) . Sight
liabilities not covered by cash assets in accordance with Art. 57
shall be backed by other specified assets (Arts. 60 and 6 1 ) .
The Minister of Finance may, by order, after consulting the
National Credit Council, change the cash asset percentages and
determine the proportion of cash assets that may consist of national
development bonds (Art. 59 ) . He may also, after consulting the
National Credit Council, fix the proportion and determine the
types of securities which are eligible as cover for sight liabilities
( Art. 62 ) .
With regard to guaranteed loans, the maximum amount of credit
that may be granted in terms of different percentages of various
types of collateral is specified (Art. 63 ) .
Subject to specified exemptions, a commercial bank may not
grant to a single entity credit amounting to more than 1 0 per cent
of its capital and reserves ( Arts. 65 and 66 ) .
The commercial banks may participate in the capital of any
company or buy bonds not guaranteed by the State in amounts
not exceeding their reserves plus one fifth of their capital, provided
that such participation or purchase does not exceed one fifth of
the paid-up capital of the enterprise invested in or one third of
the total amount of the bonds issued (Art. 67 ) . However, com
mercial banks' purchases of shares and bonds as permitted by
Art. 68 ( in conjunction with Art. 20) may not exceed an amount
double the excess of their reserves plus one fifth of their capital
over the total of amounts used as referred to in Art. 67 (Art. 68 ) .
The Minister of Finance may, after consulting the National
Credit Council, establish by order the ratios to be observed by
the commercial banks ( a ) between the amount of their capital
and reserves and the amount of deposits and other liabilities to
third persons, and ( b ) between the amount of their capital and
reserves and the amount of their liabilities for acceptances, endorse
ments, and guarantees (Art. 7 1 ) .
A proportion of not less than one tenth of the disposable profits
of a commercial bank shall accrue to its legal reserve, until that
reserve equals at least 50 per cent of the capital stock of the bank
(Art. 72 ) . In addition to the reserves for doubtful credits and
other depreciation of assets, the commercial banks shall maintain,
independently of the legal reserve, such reserve funds as are pru-
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dently considered necessary to meet the risks of depreciation or
loss to which certain types of assets are most likely to be exposed
( Art. 74 ) .
There are special provisions concerning the accounts and bal
ance sheets of commercial banks (Arts. 75-77 ) . In particular, a
commercial bank shall send to the Inspectorate-General of Credit
and Insurance monthly balance sheets within 1 5 days after the
end of the preceding month; and, immediately after the closing
of accounts for the financial year, the balance sheet, the profit and
loss statement, and a list of the securities in its portfolio (Art. 7 6 ) .
The 1 9 5 7 Decree-Law contains special provisions on the invest
ment banks, which have as their purpose the granting of medium
term (one to five years ) and long-term (more than five years)
credit ( Art. 45 of 19 5 7 Decree-Law ) . Investment banks shall
have a minimum capital of Esc 300 million, of which 60 per cent
shall be in the form of shares registered in the names of Portuguese
nationals. The State and the State credit institutions are expressly
authorized to invest in the capital of investment banks (Art. 47 of
1 95 7 Decree-Law) . The investment banks shall finance their
operations from their capital stock and reserves, funds derived
from the issue of medium-term and long-term bonds, deposits for
more than one year, and funds obtained from international credit
institutions, State credit institutions, commercial banks, or special
credit establishments ; they may also, on terms to be agreed with
the Minister of Finance, receive funds from the State for specific
development purposes (Arts. 49 and 50 of 1 95 7 Decree-Law ) .
Provisions relating to savings banks and credit cooperatives are
contained in Chapter IX of the 1 957 Decree-Law. The savings
banks shall meet special requirements, to be set forth in regula
tions, concerning the degree of their liquidity, the composition of
the cover for their liabilities, and the rates of interest which they
may charge or pay to their customers (Art. 5 1 of 1957 Decree
Law) . Pension funds and mutual associations, insofar as they
function as deposit and credit institutions, shall be considered as
having the same status as savings banks (Art. 52 of 1957 Decree
Law ) Y
1 2 Under Art. 53 of the 1 957 Decree-Law, the mutual agricultural
credit banks were to continue to be governed by their own legislation
until they were reorganized in accordance with Art. 34 of the same
Decree-Law.
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Foreign credit institutions which operate, or are about to oper
ate, in Portugal are subject to the relevant provisions of both the
1 957 and the 1 959 Decree-Law, unless specific rules concerning
these institutions have been issued (Art. 7 8 ) . They must have an
authorization from the Minister of Finance to operate in Portugal
(Art. 8 2 ) ; but such authorization will not be granted if their
charters or partnership agreements contain provisions contrary to
the public interest (Art. 5 5 of 1 957 Decree-Law) .
The minimum capital of foreign credit institutions is fixed at
the same amount as that fixed in Art. 4 8 for commercial banks
(Art. 79 ) .13
Foreign credit institutions shall be managed by a board of
directors with full powers to reach final decisions and to deal
with the State and with individuals in Portugal (Art. 80) . At
least half of the members of the board of directors, and at least
80 per cent of all the employees of these institutions, shall be
Portuguese nationals (Art. 8 1 ) .
Foreign credit institutions must apply in Portugal the amount of
their capital that has been allocated for operations in Portugal, as
well as the reserves formed and the deposits received in Portugal.
They may, however, maintain as credit balances with their head
offices and subsidiaries abroad a total amount not exceeding
1 0 per cent of their capital; this limit shall not apply to credits
representing the deposits of customers in foreign currency and
credits which constitute amounts allocated for current operations
(Art. 8 3 ) .
On a reciprocal basis, the Government may prescribe special
legal conditions for foreign credit institutions, provided that they
are never more advantageous than those which apply to Portuguese
credit institutions (Art. 8 4 ) .
Foreign credit institutions shall use the Portuguese language in
keeping their books and for the accounts and notices made avail
able to the public (Art. 8 5 ) .H
Exchange offices are generally required to meet such standards
as may be established in regard to capital, guarantees, adminis
tration, and accounting (Art. 64 of 1957 Decree-Law ) . The
111

See above, p. 592.
Under Art. 1 0 1 , foreign banking establishments operating in Portu
gal were given one year from November 12, 1959 to comply with Arts.
79, 80, and 8 1 , Art. 83, par. 2, and Art. 85.
14
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exchange offices15 may carry out only the following operations : the
purchase and collection of coupons; the purchase and sale of
foreign notes and coins; and the cash purchase and sale of securi
ties that are listed on the Lisbon and Oporto Exchanges, by order
and for account of their customers or for their own account (Art.
86) .
Exchange offices located in Lisbon or Oporto are normally
required to have a minimum capital of Esc 3 00,000; those located
elsewhere shall have a minimum capital of Esc 1 00,000 (Art.
8 7 ) .16
The exchange offices are required to send to the Inspectorate
General of Credit and Insurance quarterly balance sheets and,
immediately after the closing of the accounts for the fiscal year,
the annual balance sheet and a profit and loss statement (Art. 8 8 ) .
Special provisions o n "The State and Its Credit Institutions"
are contained in Chapter V of the 1 957 Decree-Law. The Govern
ment is authorized to issue, through the Ministry of Finance,
national development bonds, redeemable in from one to five years
and the proceeds of the sales of which shall be used for productive
purposes provided for in plans approved by the Council of
Ministers. The maximum amount of bonds in circulation shall be
determined by agreement with the Bank of Portugal and fixed by
decree (Art. 3 1 of 1 957 Decree-Law) .
The Government shall regulate the medium-term and long-term
credit operations-in particular, those involving agricultural and
livestock, industrial, and real estate credit-which are within the
scope of the State credit institutions, investment banks, and other
special credit institutions but which may also, under certain con
ditions, be performed by the commercial banks (Art. 34 of 1 957
Decree-Law) .
To reinforce the banking system, the Government shall create
a link between the General Bank for Deposits, Credit and Social
Security and the Bank of Portugal (Art. 3 5 of 1 957 Decree-Law) .
As indicated above (p. 5 88 ) , the exchange offices exercise, in terms
of Art. 3, auxiliary credit functions, and are not credit institutions in the
sense of Art. 2.
16 Under Art. 1 02, exchange offices with smaller capitalization were
given one year from November 12, 1 959 to increase it.
15
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ARTICLES 1 3 , 14, 23, AND 24 OF 1 959 DECREE-LAW
CHAPTER 11.

PROTECTION OF CREDIT

Art. 13. The supervision, coordination and inspection of the activities of
the credit institutions, as well as of the entities referred to in Article 3
and of such individuals and legal entities as exercise credit functions in
accordance with Article 5 of Decree-Law No. 41 403 of November 27,
1 957, shall fall within the competency of the Minister of Finance, except
insofar as such competency is delegated by law to another body.
Art. 14. By virtue of the powers referred to in Article 1 3 , the Minister
of Finance shall be responsible in particular for formulating directives and
adopting measures with a view to:

(a) Promoting the coordination of the over-all volume of credit with
the pace of economic activity;
( b ) Guiding the distribution of credit in accordance with the require
ments of each sector of the economy;

(c) Furthering the mobilization of savings and guiding them to the
financing of economic development, especially through the issue of
credit instruments and the action of the institutions that are to use
the funds thus obtained;
(d) Regulating the operation of the financial market.

Par. I. The Bank of Portugal and the General Bank for Deposits,
Credit and Social Security shall cooperate with the Ministry of Finance in
the guidance and coordination functions provided for in this Article.
Par. 2. The Bank of Portugal, in its capacity as bank of issue of metro
politan Portugal, shall continue to have the following functions within its
special competency, under the guidance of the Minister of Finance:
( 1 ) Ensuring the settlement of the exchange operations required by the
national economy, in compliance with the effective legislation and
regulations and with the clearing agreements and bilateral and
multilateral payments agreements signed by the Government, or
by the Bank with authorization from the Government;
( 2 ) Promoting, in accordance with the provisions of its Charter and
other applicable legislation, the coordination of the currency in
circulation with the requirements of economic activity;
( 3 ) Regulating the operation of the money market.
Art. 23. The credit institutions shall not collect interest on their dis
counts and short-term loans at a rate higher than the discount rate of the
Bank of Portugal at its head office and in Oporto or in the provinces,
as the case may be, plus 1 .5 per cent.
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Par. 1. Any commissions collected shall be considered interest for pur
poses of the maximum set in the body of this Article. Premiums on the
transfer of bills payable in a different market from that in which they
were discounted shall not, however, be considered interest for such pur
poses.
Par. 2. The rates of interest applied in conformity with the present
Article need not be reduced and cannot be increased by virtue of a change
in the discount rate of the Bank of Portugal during the period in which
the operations were carried out.
Art. 24. The Minister of Finance may, by order, subj ect to the opinion
of the Bank of Portugal and after consulting the National Credit Council,
alter the interest rates established in Article 23 of this Decree-Law, in
Article 37 of Decree No. 1 0634 of March 20, 1 925, and in the Sole
Article of Decree-Law No. 277 1 1 of May 1 9 1937, and set the rates for
any other banking operations.
,

The Monetary Unit : A Note
The basic monetary unit of Portugal is the escudo.
Coins designated as escudos were minted for the first time under
Alfonso V ( 1 43 8-1 48 1 ) . By virtue of a Decree of May 22, 1 9 1 1
-reproduced in Legislar;ao do Banco de Portugal ( [Lisbon],
1 946 ) , vol. IV, pp. 293-30 1-the gold escudo, equivalent to
1 .625 grams of fine gold, was designated as the monetary unit
in the entire territory of the Republic except Goa, and the escudo
was divided into 1 00 equal parts, called centavos.
The Decree of May 22, 1 9 1 1 has for the most part been super
seded by subsequent measures (none of which, however, is in the
nature of a basic monetary law) relating to the issue of and specify
ing the denominations and other characteristics of notes and coins.
The texts of these measures are regularly published in the Didrio
do Governo and also in the Annual Reports of the Bank of
Portugal.
For additional information on the legal and factual status of the
escudo from the fifteenth century through 1 949, see Rene Sedillot,
Toutes les monnaies du monde: Dictionnaire des changes (Paris,
1 95 5 ) , pp. 1 68-1 69.
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Par Value. With effect from June 1, 1 962, Portugal agreed with
the International Monetary Fund on an initial par value for the
escudo of 0.0309 1 03 gram of fine gold per escudo or 28.75 escudos
per U.S. dollar.

Bretton Woods Agreements Measures
NoTE :-In addition to Decree-Law No. 43341 of November 22,
1 960 (the text of which is given below ) , the principal Bretton
Woods Agreements measures relating to the International Mone
tary Fund comprise the following: ( 1 ) Decree-Law No. 43 3 3 8 of
November 2 1 , 1 960 granting formal approval for adherence by
Portugal to the Articles of Agreement of the Fund; ( 2 ) Decree
Law No. 43342 of November 22, 1 960, which provides for the
amendment of the Charter of the B ank of Portugal and authorizes
the Minister of Finance to conclude a contract with the Bank
of Portugal in accordance with the bases annexed to the Decree
Law (the text of the bases is given below ) ; and ( 3 ) Decree-Law
No. 43490 of January 3 0, 1 9 6 1 amending Art. 1 0 of Decree
Law No. 43341 of November 22, 1 960.

I.

Decree-Law No. 43341

1

Art.
The Government shall be authorized to participate in the Inter
national Monetary Fund with a quota of sixty million U.S. dollars of the
weight and fineness in effect on July 1, 1 944, and in the International Bank
for Reconstruction and Development with eight hundred shares to a
total amount of eighty million U.S. dollars of the same weight and fineness.
Art. 2. In conformity with Article V, Section 1, of the Fund Agree
ment, it shall be the duty of the Bank of Portugal, on behalf of Portugal,
to deal with the Fund, carrying out the necessary exchange operations
specifically as provided in the said Article.
1 The Decree-Law was promulgated on November 22, 1 960 and pub
lished in the Ditirio do Governo of the same date. Art. 10 was amended by
Decree-Law No. 43490 of January 30, 196 1 .
This Decree-Law, a s amended, was supplemented b y Decree-Law No.
4647 1 of August 7, 1965, and new Bases for the Contract Between the
State and the Bank of Portugal were issued under Decree-Law No. 46506 of
August 3 1 , 1965, in reference to the increase in Portugal's initial quota in
the Fund, US$60 million, to US$75 million under Resolution No. 20-6 of
the Board of Governors of the Fund; the increase took effect on March 1 7,
1966.
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Art. 3. The Bank of Portugal shall also discharge the obligations arising
from Article VIII, Section 5, of the Fund Agreement, for which purpose
it shall request the necessary information direct from any public and pri
vate organizations.
Art. 4. The Bank of Portugal shall, further, exercise the functions of
depository referred to in Article XIII, Section 2, of the Fund Agreement.
Art. 5. By act of the Minister of Finance, the Governor of the Bank of
Portugal shall be appointed as Governor to represent the State in the
International Monetary Fund. The Alternate Governor shall be similarly
appointed, on the proposal of the Bank of Portugal.
Art. 6. It shall be the responsibility of the Ministry of Finance to deal
with the International Bank for Reconstruction and Development in con
formity with Article Ill, Section 2, of the Bank Agreement.
Art, 7. The Bank of Portugal, in accordance with Article V, Section 1 1 ,
of the Bank Agreement, shall be the depository for the escudo holdings
of that international institution.
Art. 8. The Governor and the Alternate Governor to represent the
State in the International Bank for Reconstruction and Development
shall be appointed by act of the Minister of Finance.
Art. 9. In conformity with the Fund Agreement and the Bank Agree
ment, the two institutions, throughout the territory of the Republic of
Portugal, shall possess juridical personality and capacity and shall enjoy
the immunities, exemptions and privileges referred to in Article IX of the
Fund Agreement and Article VII of the Bank Agreement.
Art. 10. The Governors, Executive Directors, Alternates, officers and
employees of the International Monetary Fund and the International Bank
for Reconstruction and Development shall be accorded, throughout the
territory of the Republic of Portugal, the exemptions, immunities and
privileges designated in Article IX of the Fund Agreement and Article VII
of the Bank Agreement.
Art. 1 1 . The Governor shall be authorized by the Ministry of Finance :
1 . To issue the securities referred to in Article Ill, Section 5, of the
Fund Agreement and Article V, Section 12, of the Bank Agree
ment, in the circumstances provided for in the said Sections;
2. To enter in the General State Budget the items necessary to meet
the costs required by participation in the International Monetary
Fund and the International Bank for Reconstruction and Develop
ment and, specifically, the costs of interest.
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Art. 12. The present Decree-Law shall take effect immediately and
shall be applicable throughout the territory of the Republic of Portugal.

Bases for the Contract Between the State and the
Bank of Portugal 2
In order to fulfill the obligations of the State resulting from its adher
ence to the Articles of Agreement of the International Monetary Fund and
the International Bank for Reconstruction and Development as referred
to in Decree-Laws No. 4 3 3 3 8 and No. 43337 of November 2 1 , 1960, there
shall be established for the necessary contract between the State and the
Bank of Portugal the following bases, in which the first of the Agreements
referred to above shall be called "the Agreement."

I.

Base
The Bank of Portugal, as the bank of issue of metropolitan
Portugal with central banking functions, and in conformity with Article
V, Section 1, of the Agreement, shall undertake, as the agency designated
for the purpose by the Portuguese Government (fiscal agency) , to deal for
Portugal with the said Fund, exercising the functions devolving upon it
in that capacity and in the terms of the said Agreement.
Base 2 . The Bank of Portugal shall, further, undertake to deal for
Portugal with the International Monetary Fund as required under Article
VIII, Section 5, of the Agreement, for which purpose it shall request the
necessary information direct from any public and private organizations.

Base 3. The Bank of Portugal shall, further, undertake to exercise the
functions of a depository referred to in Article XIII, Section 2, of the
Agreement.

Base 4. The Bank of Portugal shall, further, undertake to ensure that,
by means of the credit operations listed below, the State shall have the
resources necessary to pay the quota of the said State in the International
Monetary Fund, to a total equivalent to sixty million U.S. dollars of the
weight and fineness in effect on July 1, 1944.

Therefore :

(a) The Bank, for the account and by order of the State and in its
name, shall deliver gold equivalent to fifteen million U.S. dollars of the
same weight and fineness, necessary to pay that part of the country's quota
payable in gold under Article Ill, Section 3 ( b ) , of the Agreement.
( b ) The Bank, also for the account and by order of the State, shall
deliver to the International Monetary Fund a total amount in escudos
equivalent to forty-five million U.S. dollars of the same weight and fine-

2 The Minister of Finance was authorized to conclude a contract with
the Bank of Portugal by virtue of Art. 2 of Decree-Law No. 43 342 of
November 22, 1960, and these bases were annexed to and made an inte
gral part of that Decree-Law. See also footnote 1 to Decree-Law No.
4 3 3 4 1 , above, p. 599.
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ness, representing that part of the country's quota in the Fund payable
in Portuguese currency.

( c ) If the International Monetary Fund has not initially required the
entire escudo equivalent of forty-five million U.S. dollars referred to in
item ( b ) to be delivered immediately, but only a portion thereof, and if,
to represent the amount not required, the State exercises the right granted
to it under Article Ill, Section 5, of the Agreement to issue the promissory
notes or obligations therein provided for, the Bank of Portugal, for the
account and by order of the State, shall deliver to the Fund the escudos
representing that portion and shall at sight pay to the Fund at its request
the amount of promissory notes or obligations issued by the State, with
the understanding that the amount of payments of such securities, plus
the portion of the quota referred to above, shall never exceed the escudo
equivalent of forty-five million U.S. dollars.
Sole Paragraph. The provisions of item ( c ) of this base may be appli
cable, after the opinion of the Bank of Portugal has been obtained, in any
other case of issue by the State of promissory notes or obligations as
referred to in Article III, Section 5, of the Agreement, when such securi
ties are applicable against the escudo part of the subscription referred to
in item ( b ) .
Base 5 . I n the exercise o f the powers granted i n Base 1 , the Bank of
Portugal shall be particularly responsible for:

1.

Carrying out, when suitable or desirable, the purchases of foreign
exchange described in Article V, Sections 2, 3, 4 and 6, of the
Agreement;

2. Carrying out the operations referred to in Article V, Section 7 ( a ) ,
o f the Agreement;

3.

Fulfilling the obligations arising from Article V, Section 7 ( b ) ;

4. Paying the charges owed under Article V, Section S (a ) and ( b ) .

Par. 1 . The Bank shall use the resources obtained through the purchases referred to in item 1 of this base in conformity with the objectives
of the International Monetary Fund.
Par. 2. The Bank shall request of the Government, through the
Minister of Finance, its advance approval of the purchases referred to in
item 1 of this base, when the escudo holdings of the International Mone
tary Fund have reached an amount corresponding to the value of the
quota of the State in the Fund.
Base 6. The State shall receive the payments referred to in Article XII,
Section 6, of the Agreement, and shall pay the charges owed in the cases
and in the forms provided for in Article V, Section S (c ) to (f) , of the
Agreement.
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Base 7. Compliance by the Bank of Portugal with the obligations
assumed under Base 4 of this contract shall ipso facto transfer to that Bank
the proprietary rights of the State referred to in Article Ill, Section 4 (b ) ;
Article IV, Section 8 (c ) ; Article XV; Article XVI, Section 2 ; and Sched
ules D and E of the Agreement, insofar as necessary, on account of the
said transfer of rights, for payment to the Bank of the amount actually
disbursed, account being taken, for the determination of such amount, of
the total amount delivered by the Bank under Base 4 and the proportion
set forth in Base 4 between utilization by the Bank of the resources of the
International Monetary Fund under Base 5, items 1 , 2 and 3, and utiliza
tion by the Fund of its holdings of national currency.
Base 8. Within six months from the date of payment referred to in
Base 7, the State shall pay to the Bank of Portugal the amount of its claim
which the transfer of rights effected under that base may not cover.

Base 9. Without prejudice to the provisions of Bases 7 and 8 in respect
of the reimbursement of the Bank of Portugal, it shall be established that
the part of the claim of the Bank representing the disbursement of gold
shall be advanced to it by the State in gold, as soon as the Bank is no
longer able to carry out the purchase of foreign exchange provided for in
Base 5, item 1 , this advance being taken into account for purposes of the
payment referred to in Bases 7 and 8.
Sole Paragraph. In determining the value of the gold disbursed by the
Bank of Portugal as referred to in the present base, account shall be taken
of the amount of the gold delivered by the Bank under Base 4 ( a ) and
the proportion of such amount represented by any excess shown in the
amount of utilization by the Bank of the resources of the International
Monetary Fund in foreign exchange operations under Base 5, items 1, 2
and 3, in relation to the amount of utilization by the Fund of its hold
ings of national currency.
Base 10. The State shall pay to the Bank of Portugal any losses sus
tained by the latter in carrying out the operations referred to in Bases 1
and 5 of the present contract.
Base 1 1 . The Bank of Portugal shall undertake to turn over to the
State any profits it obtains from carrying out the operations referred to
in Base 1 0.
Base 12. The State shall pay to the Bank of Portugal annually, as of
December 3 1 of each year, a commission of Vs per cent of the equivalent
of the gold delivered to the International Monetary Fund under Base 4(a) ,
and of the average value of the escudo holdings of the Fund not repre
sented by promissory notes or obligations of the Portuguese State issued
as provided in Base 4 (c) and in the Sole Paragraph of that Base; this com
mission shall in no case be paid on any excess over the full equivalent
of the quota of the State in the Fund.
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Base 13. The Government shall appoint the Governor of the Bank of
Portugal as Governor to represent the country in the International Mone
tary Fund.
The Alternate Governor shall be appointed by the Government on the
proposal of the Bank of Portugal.
Base 14. The Bank of Portugal shall undertake, in conformity with
Article V, Section 1 1 , of the Articles of Agreement of the International
Bank for Reconstruction and Development, to exercise the particular func
tions of depository of the escudo assets of the latter Bank.
Base 15. Clauses 1 3 and 1 4 of the contract of June 29, 1 9 3 1 , as
worded in the contract of April 3, 1 946 and in the contracts of October 3 1 ,
1 9 5 1 and October 26, 1 960, shall b e amended as follows :
Clause 1 3 : Par. 7 shall henceforth read as follows :

"Par. 7. Commitments and liabilities of the Bank falling due in not more
than one hundred and eighty days, expressed in foreign currency or in units
of account used in international clearing, shall be deducted in calculating
the reserves."
Clause 1 4 :
in this clause :

The following shall be added to the values referred to

"Credits resulting from operations permitted under Article 30, item 1 1 , of
the Charter of the Bank."

"Sole

The following paragraph shall be added to the same clause :

Paragraph. Credits resulting from operations permitted under Arti
cle 30, item 1 1 , of the Charter of the Bank, when expressed in gold, shall
be recorded at the value corresponding to the quantity of gold delivered by
the Bank for the account and by order of the State, according to the rela
tionship set in Article 2 of the contract of September 1 , 1949 between the
State and the Bank, with such changes as have been made in the rela
tionship."
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The Bank of Spain Law, 1962

1

NoTE : -The Bank of Spain (Banco de Espafia) received its
name by virtue of a Law of January 28, 1 8 5 6 making it the suc
cessor to the Banco de San Fernando, which had been established
on July 9, 1 823. The Bank took on the character of a bank of
issue by virtue of a Decree of March 19, 1 8 74. Other significant
phases in the legal history and institutional status of the Bank are
marked by the Laws of July 1 4, 1 8 9 1 , May 1 3 , 1 902, and Decem
ber 29, 1 9 2 1 , and by the Law of December 3 1 , 1 946 and the sup
plementary Decree of July 24, 194 7. The Bank is presently gov
erned by Decree-Law No. 1 8 of June 7, 1 962.

Law No. 2 of April 14, 1 962 2 prescribed the foundations for the credit
and banking system, which will make it possible to adapt the new mone
tary and credit policies to the new circumstances and prospects of the
Spanish economy.
A most important part of the reform is the nationalization of the
Bank of Spain, in which are centered such essential functions as the issue
of legal-tender notes, the implementation of monetary policy in accor
dance with the directives of the Government, the control and supervision
of private banks, the regulation of the money market and, at the proper
time, the supervision of foreign payments [el movimiento de pagos
exteriores] and the formation of gold and foreign exchange reserves.
The organization of the Bank of Spain, as established in the present
Decree-Law, meets the fundamental demand for constant adaptation to
ever-changing circumstances so as to enable the Bank to meet in good
time the general requirements of the economy and to maintain its
dynamic stability.
To achieve these objectives, it was necessary to make the Bank of
Spain more independent in its operations, fashioning its Board of Direc
tors in such a way as to give it a flexible spirit of enterprise with the
independence of viewpoint derived from the devotion of full time by
each of its members to the work of the Bank, in recognition of the
importance of their functions.
Control and inspection of private banks, as well as centralization of
1 Decreto-Ley 1 8 / 1962, de 7 de junio, de nacionalizaci6n y reorganiza
ci6n del Banco de Espafia (Decree-Law No. 18 of June 7, 1962 on the
Nationalization and Reorganization of the Bank of Spain) . The Law was
published in the Boletin Oficial del Estado of June 1 3 , 1962 and there
fore entered into force on that date.
2 The text of Law No. 2 of April 1 4, 1962 is given below, pp. 622-634.
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general monetary and credit statistics, are essential instruments to enable
the Bank of Spain to fulfill its functions as a central bank and bankers'
bank and at all times to act as an agency for regulating economic policy
through the functions and powers assigned to it in this field.
The creation of the Central Risk Information Department will enable
the Bank of Spain to be the guiding and supporting organ of the private
banks in respect of credit policy, in accordance with the directives issued
by the Government.
To strengthen the powers of the Bank of Spain vis-a-vis the private
banks, the present Decree-Law assigns to the Bank functions which were
heretofore entrusted to the General Administration of Banks, Stock
Exchanges and Investments, wherewith closer cooperation between the
central bank and the private banks is sought, which will no doubt be
reflected in a more flexible and fruitful service for the economy of Spain.
A Decree-Law nationalizing the Bank of Spain could not omit precise
norms to define the scope of the Bank's activities, its open market opera
tions, and the important functions of a consultative and informative
nature which it must have as the centcr of monetary and credit policy,
in its double capacity as implementing agent of general government
policy and central bank and bankers' bank, and as the organ for receiving
and directing to the attention of the public authorities the vicissitudes
and needs of the economy in order to meet them as the circumstances
of the moment require.
In order to achieve a unity of viewpoint that will allow the Government
at all times to know the economic situation and to take timely measures,
the necessary ties shall be established between the Bank of Spain, the
Institute for Medium-Term and Long-Term Credit and the Credit Insti
tute for Savings Banks, both through the pre,idency of these institutions
being held by the Governor of the Bank of Spain and through the
presence of one of the Deputy Governors of the Bank on the boards
of these Institutes.
The creation of the new banking and credit structure is obviously
urgent in order to adapt the Spanish economy to its new prospects and
problems, which in turn require immediate introduction of suitable
implementing instruments for the success of the State's economic policy.
THEREFORE, in using the power contained in Article 1 3 of the Law of
the Cortes, and having heard the Commission referred to in Article 10
of the Law on the Legal Regime for the State Administration, on the
motion of the Council of Ministers at its meeting of May 1 1, 1962,
I ORDER:
Art. 1 . The Bank
derecho publico] with

of Spain shall be a public corporation [entidad de
juridical personality and full legal capacity. It shall
be subordinate to the Government through the Ministry of Finance.
The initial assets and liabilities of the new institution shall consist of
the capital and reserves of the bank which is being nationalized, whose
assets and liabilities it shall take over.
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Art. 2. The Bank of Spain shall be responsible for the issue of legaltender notes and for their regulation and administration; it shall act as
Treasurer for the State and as financial agent in respect of the debt of
the State and of the Treasury, and shall perform such other services,
permanent or temporary, as the Treasury may stipulate by appropriate
agreements; it shall perform all the functions appropriate to its capacity
as a bankers' bank; it shall carry out commercial operations appropriate
to banks of that class, with private institutions or enterprises, in the
exceptional cases referred to in Article 27 of the present Decree-Law; it
shall inform and advise the Government on matters of money and credit
and shall exercise functions pertaining to supervision and inspection of
private banks and the other functions entrusted to it by law.
Wherever private banks are mentioned in this Decree-Law, and for its
purposes, the term is considered to include the Banco Exterior de Espafia.
The supervising of foreign payments and the centralizing of the gold
and foreign exchange reserves shall be transferred to the Bank of Spain;
however, the functions assigned by existing legislation to the Spanish
Foreign Exchange Institute shall continue to be performed under the
same ministry as at present, the decision being left to the Government
as to when to transfer those functions and such other operative functions
as the Government may decide upon, once the circumstances now prevail
ing in foreign trade have disappeared.

Art. 3. The Bank of Spain shall have, on the technical level, an
autonomous organization. It shall be governed in its organization and functions by this Decree-Law, by the By-Laws and by special provisions; in
its operations it shall be governed first of all by the same rules and, in
addition, by those rules of private law which are applicable to the case in
question.
The Bank of Spain shall be considered to be included in the provi
sions of Article 5 of the Law of December 26, 1958 on the Legal Regime
for Autonomous State Entities.
The Bank of Spain shall be exempt from any kind of direct tax, assess
ment or other charge by the State, provinces or municipalities.
Art. 4. The Governor of the Bank of Spain shall be the head of the
Bank's administration and shall be the Bank's legal representative.
He shall act as Chairman of the General Council and of the Board of
Directors of the Bank. He may delegate such functions as he sees fit to
the Deputy Governors.
He shall be appointed and may be dismissed freely by the Council
of Ministers.
Art. 5. There may be more than two Deputy Governors, to be called
First, Second and Third, as the case may require. The Deputy Governors
shall be technical officers and may not be removed, except for reasons
of discipline, for a period of three years. They may be reappointed.

Purpose.

Organizati on .

G overno r

.

Deputy
Governors.
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They shall be appointed by the Council of Ministers on the proposal
of the Minister of Finance. They shall assume the directive functions
which the Government assigns to them.
When the position of Governor is vacant, or in the absence of the
Governor, he shall be replaced by the Deputy Governors in the proper
order.

Art. 6. The General Managers, in the number provided in the By
Laws, shall be appointed by ministerial order, on the recommendation
of the Board of Directors. They shall perform, on direct instructions
of the Deputy Governors, the functions of management, administration
and implementation entrusted to them by the Deputy Governors, and
shall be required to carry out, and ensure that the staff carries out, all
statutory and regulatory provisions, as well as the instructions issued by
the Governor, the Deputy Governors and the Board of Directors. They
may be required to attend the meetings of the Board of Directors with
out the right to vote, for the purpose of providing information. They
may be dismissed only as provided in the By-Laws.

General
Managers.

Art. 7. The Board of Directors of the Bank of Spain shall be com
posed of the Governor, the Deputy Governors, and three members of the
General Council of the Bank, designated by the Minister of Finance
from among those included in Article S ( c ) . The members shall be appointed
for a period of two years and may be dismissed at any time by decision
of the Minister of Finance.
The Board of Directors shall be presided over by the Governor.
Resolutions shall be taken by a majority of votes. In case of a tie, the
Chairman shall cast the deciding vote.
The Board of Directors shall have as Secretary, without the right to
vote or to be heard, the person performing that function in the Bank of
Spain.

Board of
Directors.

General Council.

The General Council shall be constituted as follows:
(a) The Governor as Chairman;
( b ) The Deputy Governors;
(c) Five members designated freely by the Government, on the pro
posal of the Minister of Finance, representing the general interests
of the national economy;
(d) Two representatives of the private banks, proposed by the High
Banking Council;
The High Banking Council was established by virtue of Art. 50 of the
Law of December 3 1, I 946 on the Banking System. As of September 1 , 1 966
it was composed as follows: the Undersecretary of the Treasury and Public
Expenditures (chairman) ; one Deputy Governor of the Bank of Spain; and
Art. 8.

3

3
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One representative of the Institute for Medium-Term and LongTerm Credit;
(f) One representative of the Credit Institute for Savings Banks;
(g) Four representatives of the Syndical Organization;
( h ) One representative of the employees of the Bank of Spain, with
at least twenty years of service, proposed by the bank staff.
The appointment of the representatives referred to in items ( d ) , ( e ) ,
( f ) and ( h ) of the preceding paragraph shall be made by the Minister
of Finance, with the prior authorization of the Council of Ministers, on
the proposal of the organizations or agencies which they are to represent.
They may be dismissed at any time by order of the Minister of Finance.
The General Council shall be convened and presided over by the
Governor. Resolutions shall be taken by a majority of votes and in case
of a tie the Chairman shall cast the deciding vote.
(e)

Art. 9. Authority in monetary and credit matters is vested in the
Government, which, through the Minister of Finance, shall issue to the
Bank of Spain and the various credit organizations the directives to be
complied with at each stage in the specific implementation of monetary
and credit policy in the manner best suited to the interests of the
country.

Art. 10. The Minister of Finance shall, in agreement with the Council
of Ministers, without prejudice to the powers conferred on him by this
text and other statutory provisions:
(a) Prescribe the general rules for the Bank's actions as implementing
agent, in the sphere of its competence, of the monetary and credit
policy of the Government;
( b ) Prescribe the rules to which the Bank must adapt itself in the
exercise of its functions in regard to supervision and inspection of
private banks;
(c) Fix the rates of interest applicable to the Bank's operations;
five representatives nominated by the national banks, three by the regional
banks, two by the local banks, and two by organizations of banking
employees. Foreign banks must also be represented, but may not vote.
The Minister is also responsible for determining minimum and maxi
mum interest rates in respect of all banking transactions by virtue of Law
No. 1 3 of March 1 8, 1966, the text of which follows:
"Article 43 of the Law of December 3 1, 1946 on the Banking System
empowers the Minister of Finance, on a prior report from the High
Banking Council, to set forth the maximum interest rate payable on current
accounts, deposits and other similar operations, and likewise to establish
the minimum rates of interest and commissions on credit operations and
the conditions for their application; the intention in doing this was above
all to regulate competition between the various banks by setting limits

Powers of
Government .

Powers of
Minister of
Finance with
respect to Bank
of Spain.

4

4
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(d) Determine the Bank's action with respect to the purchase and sale,
for its own account, of bonds and other securities on the open
market;
(e) Approve the Bank of Spain's balance sheet and accounts for the
fiscal year, which shall be accompanied by a report issued by a
committee of the General Council to which inspection of the
accounts of the Bank shall be entrusted. This committee shall be
appointed annually by the Government, on the proposal of the
Minister of Finance.

Duties of
Governor.

Art. ll. The Governor shall be head of the administration of the
Bank, its legal representative, and its liaison with the Government through
the Minister of Finance.
DUTIES AND FUNCTIONS OF GOVERNING ORGANS OF BANK OF SPAIN

within which this competition should have play. However, it is opportune
to use the establishment of interest rates not only in this limited sense, as a
regulator of healthy competition, but in the service of monetary policy, in
which the delimitation of such rates constitutes a fundamental instrument.
For this, it is essential that it be possible to determine not only the mini
mum, but also the maximum, amount of the interest and commissions on
credit operations, so that, without detriment to its flexibility, and within
the assigned limits, the banking system as a whole may serve the purposes
that monetary policy may require at any time.
"In view of the above, and in accordance with the draft prepared by
the Spanish Cortes,

Article 43 of the Law of December 3 1, 1946 on the
Banking System shall be replaced by the following:
'Art. 43. It shall be the responsibility of the Minister of Finance, on a
prior report from the Bank of Spain and from the High Banking Council:
'(A) To set forth the maximum interest rate payable on current accounts,
deposits and other similar operations.
'(B) To establish the maximum and minimum rates of interest and
commissions for credit operations and the conditions of their application.
In every case, the difference between the two interest rates must be deter
mined in relation to the cost of money. However, variations may be author
ized in the rates and conditions in specific localities or for certain sectors
or activities of the national economy when special circumstances make it
advisable.
'A prior report shall be required from the Syndical Organization and
from the National Economic Council for the matters to which Paragraphs
(A) and (B), above, refer.
'(C) To determine the style in which the balance sheets and extracts
from the profit and loss accounts of the banks and bankers operating in
Spain are to be drawn up and published.
'(D) To formulate general rules of an obligatory nature concerning the
distribution of the banks' dividends.
'(E) To make provision for the creation of clearinghouses.'
"Done at the Palace of El Pardo on March 1 8 , 1 966.
"I DECREE:
"Sole Article.

FRANCISCO FRANCo"
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H e shall represent the Bank of Spain vis-a-vis the Institute for Medium
Term and Long-Term Credit and the Credit Institute for Savings Banks.
He shall decide all questions not reserved for the Board of Directors
and shall see to the carrying out of its resolutions. He may delegate his
functions to the Deputy Governors as he sees fit.

The Board of Directors shall:
(a) Decide, taking into account the instructions received from the
Ministry of Finance, on the measures to be adopted by the Bank
in the exercise of its function as a bankers' bank and as an organ
for supervising and inspecting private banks.
( b ) When the general interest so requires, determine by what advance
measures, within the Bank's sphere of action and having regard
for the security of its operations, the Bank can best assist credit
institutions which, having acted in accordance with good banking
practice, find themselves in cash difficulties as a result of a general
crisis or for other reasons;
(c) Decide on the credit operations with the Treasury and other agen
cies of the public sector, with due regard to the provisions of
Article 21 of this Decree-Law;
(d) Report on such matters as are assigned to the Bank of Spain by
law;
Decide on the other operations to be carried out by the Bank in
the cases referred to in Article 28;
(f) Issue the reports within the Bank's sphere of competence concerning
special rediswunt limits for private banks in cases where this is
appropriate in conformity with the laws and regulations on the
subject;
(g) Direct the administration of the Bank and appoint the staff,
subject to the provisions of the By-Laws, and fix their remunera
tion.

Art. 12.

Functions of
Board of
Directors .

(e)

Art. 13. The General Council of the Bank shall have the following
functions:
(a) To keep itself informed of the conduct of the business of the Bank
and its operations;
( b ) To discuss and formulate the conclusions concerning the annual
balance sheet and the operating accounts of the Bank that must
be submitted with the balance sheet and operating accounts to the
Minister of Finance;
(c) To advise the Government in respect of those monetary and
credit problems on which its advice is solicited;

Functions of
General Council .
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To act as consultative organ of the Government and of the Board
of Directors on matters submitted to it by them.
It may also submit to the Government, through the Minister of
Finance, reports and opinions on the general situation of monetary and
credit policy, considering in these reports such solutions as can be techni
cally adopted.
The resolutions of the General Council shall be taken by a majority
of votes.
The General Council shall meet at least once a month, when summoned
by the Governor.
(d)

FUNCTIONS OF BANK OF SPAIN AS ADVISOR AND AS IMPLEMENTING AGENT
OF MONETARY AND CREDIT PoLICY

Advisor to
Government.

Statistics and
information.

Central Risk
Information
Department.

Art. 14. The Bank of Spain shall be the advisory organ of the Govern
ment on monetary and credit matters and shall inform the Government,
through the Minister of Finance, both on questions on which its opinion
is required and on those questions on which it has especially been asked
to report. It may also, at its own initiative, submit its opinion to the
Government on matters which it consideres relevant, within the scope
of its advisory functions.

Art. 1 5. For statistical purposes, all private banks shall submit to
the Bank of Spain a monthly balance sheet within the first fifteen days
of the month after that to which the balance sheet refers. The Bank may
also request of these institutions, on a confidential basis, specific data on
the balance sheet and profit and loss account.
The Institute for Medium-Term and Long-Term Credit and the Credit
Institute for Savings Banks shall provide the Bank of Spain with monthly
balance sheets covering the operations of official credit institutions and
savings banks, respectively.
The Bank of Spain may also request of other entities and institutions
data and reports necessary for its statistical studies.

Art. 16. The Bank of Spain shall establish a Central Risk Information
Department in connection with the credit operations of the banks, the
savings banks and other credit institutions.
All private banks and credit institutions, regardless of their juridical
nature, shall submit periodically to the Bank of Spain all the data on
the granting of credits which are required by regulation, in the form to
be established. Official credit institutions and savings banks shall submit
these data to the Central Risk Department through the Institute for
Medium-Term and Long-Term Credit and the Credit Institute for Sav
ings Banks, respectively.
The data which must be reported within the first fifteen days of each
calendar month with reference to the operations of the preceding month
shall indicate not only the exceptional circumstances which may occur
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with respect to the credits, such as insolvency, moratoria, and the like,
but shall also indicate the credits which, because of their magnitude, may
involve a concentration of risk, for which purpose the rules to be prescribed
shall indicate the credit accounts subject to this reporting requirement
in terms not only of the capital and reserves of the credit institution,
but in terms of the solvency of the borrower.
The data which banks, savings banks and credit institutions submit
in conformity with this Article shall be classified, in addition, in terms of
the economic or professional activities of the borrower, as well as by geo
graphic areas and maturities.
The Central Risk Department of the Bank of Spain shall prepare, on
the basis of the data received, general statistics on credit developments
in Spain, and within the banking sector shall notify the private banks
of cases where the data compiled from various credit institutions indicate
that a special risk may be involved or the prudent limits of credit policy
might be exceeded.
Irrespective of this notification of exceptional credit cases, the banks
may request of the Central Risk Department background information and
reports which they consider necessary for their normal operation, being
required to maintain secrecy in respect of banking matters. Infractions of
this requirement shall be subject to disciplinary action.
In the notifications which the Bank of Spain handles under the above
provisions, the designation of the other credit institutions to which the
individual or legal entity is indebted shall be omitted.
The development of the services of the Central Risk Department shall
be governed by the rules which shall be prescribed for that purpose by
the Minister of Finance on the proposal of the Bank of Spain.

Art. 1 7. The Bank of Spain, as the organ charged with inspecting
private banks, shall, with due regard to the rules prescribed by the
Minister of Finance:
(a) Order periodic inspections of the private banks in order to verify
that the prevailing rules are being followed with respect to the
banks' balance sheets, the structure of their accounts, interest and
commissions applied to their operations and compliance with the
general rules on credit policy;
( b ) Notify the boards of managers and directors of banking companies
when it considers that the dividend policy applied, while not vio
lating the prescribed rules on the subject, is not appropriate in
view of the actual results of their operations and the situation and
prospects of their business; if the institution concerned fails to heed
the warning, the Minister of Finance, on the proposal of the Bank
of Spain, may order that the warning be inserted in the report sub
mitted to the first General Meeting of Shareholders which is held
subsequently;

Inspection.
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Order special inspections of a private bank with respect to some
phase of its activities, when it sees fit;
(d) Instruct a bank on the credit policy to be applied by it;
(e) Propose to the Minister of Finance the penalties to be applied in
conformity with the legal rules to be issued on the matter.
shall
The exercise of the function indicated in items ( b ) , (c) and
be the responsibility of the Governor of the Bank and may not be
delegated.
(c)

(d)

OPERATIONS OF BANK OF SPAIN

Currency issue.

Art. 18. The Bank of Spain shall have the exclusive right to issue
bearer notes having legal-tender status.
Determination of the upper limit of the note issue
shall be made by resolution of the Council of Ministers on the proposal
of the Minister of Finance. The Bank of Spain shall see that the relevant
proposal is submitted to the Minister of Finance in good time, accom
panied by a report giving the rationale behind the proposal.

[circulaci6n fiduciaria]

Art. 19. The Bank of Spain may decide to retire from circulation
and to exchange notes of a given series or type, after an announcement
and the period for
has been made in the
exchange has been indicated.
Notes not presented for exchange within a period of seven years
counted from the day following that on which the established exchange
period ended shall be considered to have expired.
The amount of these notes shall no longer figure in the liabilities of
the Bank, and shall be used for amortization of the Special Debt referred
to in Article 23.

Currency
exchange.

Boletin Oficia/ del Estado

Operations with
Treasury.

Credit to
public sector.

Art. 20. The Bank shall without charge act as Treasurer of the State
and financial agent in respect of the debt of the State and of the Treasury.
The services of intermediary in the State's credit operations, as well
as the other services of a permanent or occasional nature rendered by the
Bank of Spain to the State, shall be governed by special agreements.
The advances of the Bank to the Treasury shall not exceed twelve
per cent of the total annual expenditures authorized for the Central
Administration and autonomous agencies, and shall not bear interest.

Art. 21. Apart from the provisions of the preceding Article, the
State may use the Bank's resources for public requirements only by means
of a law.
The ceiling for credits which may be authorized by the Bank of Spain
for public agencies and national and nationalized enterprises for short
term or seasonal operations shall be fixed by decree, after a report has
been made by the National Economic Council.
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Excepted are credits t o the Treasury for financing the operations of
the official credit institutions, which may be authorized by the Council
of Ministers, the term and conditions for repayment being fixed. The
ceiling for these credits shall be that which corresponds to the increase
set each year for the "Investment Bonds" in circulation, and they shall
bear interest to be agreed, although the highest rate set for these Bonds
may not be exceeded.

Art. 22. The Bank of Spain may increase its present investment portfolio only with the express authorization of the Council of Ministers, on
the recommendation of the Minister of Finance.
The securities in the portfolio may not be sold without the express
approval of the Minister of Finance.

Investment
portfolio.

Art. 23. The Bank shall also maintain in its portfolio until fully
amortized the nominal non-interest-bearing bond of the Special Debt
now listed among its assets, to which the Laws of March 13, 1942 and
December 3 1 , 1946 refer.
The amount of the Bank's net profit shall be used for the amortization
of this Special Debt until it is fully repaid. Amortization shall be
carried out in the form and on the conditions prescribed in Article 9 of
the Law of March 1 3 , 1942.
As the Special Debt referred to in the preceding paragraph is amortized,
the Bank of Spain shall acquire assets or securities to serve as the
counterpart of notes in circulation in the same amount as the reductions
in the asset value of this debt. The carrying out of the transaction referred
to in this paragraph shall be at the discretion of the Minister of Finance.

Art. 24. The transfer, sale, encumbrance or removal abroad of the
holdings in gold and silver of the Bank of Spain may be decided only
by law.

Art. 25. The Bank of Spain shall keep an account in pesetas in favor
of the Spanish Foreign Exchange Institute, with such ceiling as the
Government, on the recommendation of the Minister of Finance, may
propose.
The credit account shall bear interest, to be determined by the Council
of Ministers on the recommendation of the Minister of Finance, on the
excess amount which is represented by the debit balance of the account
in relation to the counterpart in pesetas of the gold owned by the
Spainish Foreign Exchange Institute.
The Bank and the Institute may also agree to reduce this account
by the transfer of gold by the latter to the former.
Art. 26. The Bank of Spain may carry out with private banks all
operations appropriate to its capacity as a bankers' bank, with due regard
to the general norms prescribed by the Minister of Finance.

Account of
Spanish Foreign
Exchange
Institute.

Operations of
Bank of Spain
with private
banks.
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Operations with
private sector.

Open market
operations.
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Art. 27. Operations shall not be carried out directly with private
entities, enterprises or individuals except for reasons of public interest,
after authorization in each individual case by the Council of Ministers.
Credit operations now outstanding in favor of private persons or enter
prises shall be liquidated within five years.
Art. 28. The Bank, independently of the investment portfolio it holds,
may acquire, possess and sell bonds and other securities for its own
account, and operate with this portfolio for purposes of regulating the
money market.
It may also receive bonds of the State Debt and the Treasury for further
negotiation.
BALANCE SHEET AND PROFITS

Balance sheet.

Profit and loss
account.

Art. 29. The form of the balance sheet of the Bank of Spain and the
accounts which must appear therein shall be approved by the Minister
of Finance.
The Bank shall publish its statement of position at least monthly.
The statement for the end of the fiscal year shall be published in the

Boletin Oficial del Estado.

Art. 30. At the end of each annual financial period, which shall end
on December 3 1, the Bank shall determine the profit account, and the
net profits shall be used to increase the Bank's net worth, taking as the
asset counterpart the types of investment which the Minister of Finance,
in the interests of the national economy and its expansion, designates
as such for each financial period.
Until total amortization of the Special Debt under the Laws of 1942
and 1946, the Bank's net profits shall be used entirely to amortize it.

Art. 31. The application to the Bank of Spain of the provisions of
this Decree-Law and of the By-Laws to be approved by the Government
shall not result in a break in the continuity of its accounts, or in a sub
stitution of debtor or creditor in its debits or credits of any kind, or
in a change or modification of the ownership or control of its assets and
rights.

Continuity.

Disqualifications.

Art. 32. The Government, on the recommendation of the Minister of
Finance, shall determine ineligibility for office resulting from incompati
bility between holding other public and private offices and those of
Governor, Deputy Governor or members of the Board of Directors of
the Bank.
First. The Governor, with the Board of Directors, shall draft and sub
mit to the Minister of Finance the By-Laws by which the Bank of
TRANSITIONAL PROVISIONS
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Spain shall be governed. Final approval shall be given by a Decree
approved in the Council of Ministers on the recommendation of the
Minister of Finance.
Second. Until the new general By-Laws are approved, the present
Statutes and By-Laws [Estatutos y Reglamento] shall govern insofar as
they are not changed by the present text. 5
Third. The Minister of Finance is authorized to prescribe the neces
sary provisions with respect to the organization and functioning of the
Bank of Spain in its transition from the present regime to that established
in the present text.
ADDITIONAL PROVISION
The State is acquiring for cancellation all shares representing the Nationalization.
capital of the Bank of Spain, which is hereby nationalized.
The fair price of these shares shall be paid by the State to the share
holders, in the amount, form and periods established in the first of the
Final Provisions of Law No. 2 of April 14, 1962 on the Foundations for
the Credit and B anking System.a
FINAL PROVISIONS
First. The Ministry of Finance shall finance the credit necessary for
the payments which have to be made under the Additional Provision
of this Decree-Law in connection with the Final Provisions of Law No.
2 of April 14, 1 962 on the Foundations for the Credit and Banking
System.6
Second. This Decree-Law, which shall be reported immediately to the
Cortes, shall enter into force on the date of its publication in the
Boletin Oficial del Estado,1 the Articles of the Law of December 3 1,
1946 on the Banking System, and other provisions on the subject, being
revoked insofar as they are contrary to the present text.
Thus
1962.

I

order by the present Decree-Law, done in Madrid on June

7,

FRANCISCO FRANCO
5 New general By-Laws had not yet been issued at the time this material
on Spain was being prepared for publication.
6 See below, pp. 633-634.
7 June 13, 1962.
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The Law of the Cortes 1

ARTICLE 1 0
The full session of the Cortes shall be required to pass upon laws bearing
on any of the following matters:
(b)
(d)
(e)

Important economic or financial operations;

Banking and currency regulations;
The economic activity of the syndicates and legislation fundamentally
affecting the national economy;

Ley de

de julio de

de creaci6n de las Cortes Espafiolas.

- -- - - - · · -·------- -------

1

17

1942

The Credit and Banking Law, 1962

1

The implementation in the near future of a General Development
Plan for the Spanish economy calls for a prior examination of the instru
ments available for successfully undertaking this all-important task. One
of these instruments, and perhaps the most valuable, is the banking
system and the official credit organization, on which the financing of the
Plan will largely depend; it is therefore essential that the groups of
institutions which compose these systems should function in a harmonious
and well-coordinated manner, without breakdowns, hitches or deficiencies,
so that the formation of savings will be stimulated by adequate measures
and the funds saved will be appropriately channeled into investment.
This reason alone would be sufficient to establish the necessity and
desirability of the reform, but there are also other equally weighty reasons
connected with the state of permanent evolution of human societies, in
their economic, social and political aspects, as a result of technical prog
ress, the constant aspiration of the peoples to increase their well-being
and the ideological trends which encourage these aspirations.
On the other hand, if economic institutions generally need a periodic
revision to keep them adjusted to the demands which they have to meet
Ley 2 / 1962, de 14 de abril, sobre bases de ordenaci6n del Credito y
de la Banca (Law No. 2 of April 14, 1962 on the Foundations for the
Credit and Banking System) . The Law was published in the Boletin
Oficial del Estado of April 1 6, 1962.
In addition to the principal laws, decrees, and implementing order con
cerning the banking system that are published here, numerous other meas
ures related to the 1 962 reform of the central bank and banking regime have
been issued; for the text of these in Spanish, see Consejo Superior Bancario,
Leyes y disposiciones sabre la reforma bancaria en Espana (Madrid, 1965 ) .
1
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and the economic situation confronting them, the agencies and institu
tions which regulate and distribute credit and defend the value of the
currency, and those which are responsible for directing monetary policy,
cannot be an exception-when, moreover, the special reasons mentioned
call for a reform at this time.
The history of our legislation also shows the need for a periodic
revision of the system. Thus the first Law on the Banking System, enacted
in 1856 with the main object of regulating the banks of issue, was
followed by that of 1921-owing to the crisis which broke out at the end
of the Great War of 1914-18-and later by the Law of 1946,2 promulgated
after the victorious conclusion of the Spanish War of Liberation, when,
the main damage caused by that war having been repaired, there began
a phase of expansion whose favorable development makes it possible
today, once the position reached has been stabilized and consolidated, to
embark on a new and more ambitious development plan designed to
bring the economy of Spain and the standard of living of its inhabitants
up to that of other nations which, in addition to their greater natural
resources, had the benefit of substantial and timely foreign aid.
It is also necessary that the reform should be adapted to the principles
of the National Movement, promulgated by the Law of May 17, 1958,
according to which private initiative, the basis of economic activity,
must be stimulated, guided and, ultimately, supplemented by the State;
the subordination of the economic values of the individual enterprise
to those of a human and social nature must be established; and public
credit must be employed and distributed in the most appropriate manner,
so that, in addition to fulfilling its purpose of developing the national
wealth, it shall contribute to the creation and preservation of small agricul
tural, fishing, industrial and commercial enterprises, as was stated in
Declaration IX of the Labor Code.
In undertaking the reform, it is essential to take note of the lessons
of experience to be learned from an examination of the history of cen
tral banking, both private and official.
The central bank of issue-which has as its distant ancestor the Banco
de San Carlos, which was created in 1782, was later called the Banco de
San Fernando, was merged with the Banco de Isabel II and was trans
formed into the Bank of Spain by the first Law on the Banking System
of January 28, 1856-has enjoyed the privilege of issuing notes without
interruption since the Decree of March 19, 1874, at the same time acting
as the State's banker and also as a commercial bank; but it has not yet
reached the stage of being transformed into a bankers' bank, the central
regulator of the credit mechanism and the body responsible for the

It is noteworthy that the Law of December 31, 1946 on the Banking
System has not been expressly repealed; certain of its provisions, for
example, Art. 43, are still controlling (see footnote to Art. 10(c) of the
Bank of Spain Law, 1962, above) . However, by virtue of the second of the
Final Provisions of the Bank of Spain Law, 1962, individual provisions of
the 1946 Law have been revoked insofar as they are contrary to the
provisions of the 1962 Law.
2
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external value of our currency, although the second Law on the Banking
System of December 29, 1921 tended in that direction, and this tendency
was continued by the Law of December 3 1, 1946 and, lastly, by that of
December 26, 1958, although, owing to exceptional circumstances of a
temporary nature, it was decided to allocate the last of the functions
mentioned to the Spanish Foreign Exchange Institute.
It is clear that, owing to the Bank of Spain, serious problems in Spain's
public finances have been solved, especially during the nineteenth cen
tury; critical situations encountered by banks and private enterprises
have been avoided or alleviated; and an effective contribution has been
made to the promotion of commercial and industrial activity as far as
has been possible in view of the nature and structure of the Bank of Spain.
But the State's continual requests for credit from the Bank, the continual
placing with the Bank of public debt issues in exchange for permission
to increase the volume of the note issue [circulaci6n fiduciaria] and the
large increase in the amount of the public debt automatically acceptable
as collateral, together with the slow but steady monetization of these
securities, acted as the driving force behind a monetary expansion which,
together with the beneficial effects of the investments thus financed, finally
led, by various means, to the depreciation [desvalorizaci6n] of the peseta,
first within the country and later abroad, and to the exhaustion of the
monetary reserves. The stabilization policy was designed to remedy this
situation by, among other measures, the fixing of a realistic rate of
exchange for the peseta, the abolition of public debt issues freely usable
by the holder as security for loans, the cutting down of the rate of expan
sion of the volume of bank credit and the balancing of the public finances.
It would not, however, be prudent to consider that we have reached
the close of the stabilization phase, which is temporary in nature insofar
as it represents a stabilizing action but of a permanent character insofar
as it means the preservation of what has been attained and the guiding
of expansion in such a way as to preserve balance, without defining more
closely the powers of the monetary authority and placing the Bank of
Spain in the statutory position required by the function which it is called
upon to perform, by freeing it of all the handicaps resulting from its
present nature, since it has still not entirely lost its original character
of a joint-stock company.
As the Spanish State does not accept the principle of economic neu
trality, monetary authority cannot be delegated to the bank of issue
but is permanently exercised by the Government through the Minister
of Finance; on the technical plane, however, it is expedient to entrust
the detailed implementation of the policy pursued to the Bank of Spain,
giving it an autonomous organization and the responsibility, independence
and authority required by its lofty mission as the Government's assistant,
informant and advisor with regard to monetary and exchange policy
and the supervision of private banking.
The role assigned to private banking in the great common enterprise
of stimulating the growth of the Spanish economy is of prime impor
tance. The history of the Spanish commercial banks is so intimately bound
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up with that of the country's economy in general that one can hardly
imagine the banking institutions prospering in an environment of poverty
and depression, nor is it possible to achieve the greatest measure of devel
opment without the corresponding evolution of a prosperous, secure and
efficient banking system.
During the past century the banking system, with few exceptions,
remained in a rudimentary state owing to the poverty of the country.
The Commercial Code of 1885 had no influence on the development of
the banking enterprises; it is true that it sketched the broad outlines
of a banking system and devoted a section to the credit companies, but
its provisions were not actually put into effect.
It was owing to causes similar to those obtaining in other countries
desirous of accelerating their development, together with other factors
resulting from the particular course of events in Spain-principally the
repatriation of capital owned by Spanish residents of the old colonies,
the decline in the inflow of foreign capital after 1914, and the establish
ment of important industrial undertakings-that the large national banks
were created and developed in the direction of a type of mixed bank
which, although not precisely defined in the Commercial Code or in
other legislation in this field, became a living and productive reality which
has continued to exist up to the present day owing to a characteristic
phenomenon-the possession by the commercial banks of surplus resources
after meeting the demand for short-term credit.
These surplus resources, which were derived from the savings which
the Spanish stock exchanges did not receive direct from the public-owing
to the small investors' unfamiliarity with the stock exchange or their
lack of financial experience, the excessive cautiousness of savers, or for
other reasons-and which went largely to increase the current accounts
held at banks, were used by the banks to promote industrial enterprises,
either by the direct provision of capital or the granting of credits which,
although given against the collateral of securities running for no more
than ninety days, were in fact medium- or long-term credits owing to
their successive renewals, or by the purchase of shares or bonds of the
enterprises on the stock exchange. Because of these methods, whose use
was made possible by the latitude and liberality of the system, the
deposit and discount banks partly performed the function of the credit
companies which, sketchily and inadequately regulated in Articles 175
and 176 of the Commercial Code, were practically nonexistent in
Spain.
A fact which illustrates the importance of the phenomenon referred
to is that bank deposits increased at a faster rate than the national
income in terms of current prices, until, in 1959, they came to represent
forty-three per cent of the national income-a percentage which, accord
ing to standards generally accepted as being sound, is disproportionately
high in relation to the possibilities of investment.
As a result of all this, the banking system was becoming not only the
central source of finance but also practically the only one, while the
capital market formed by independent investors declined in importance;
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thus, whereas in the period before the War of Liberation the proportion
of total finance to the private sector (issues plus bank credits) supplied
by the banking system (in the form of credit plus the increase in holdings
of industrial securities) was normally small, being about thirty per cent
in the period 1920-35, it was well over sixty per cent in the years 1940-59.
In short, the banking system became in practice the main source of finance
to the private sector, for both short-term and long-term requirements.
It should be noted that the attainment by the commercial banks of
their prominent position in the financial system was assisted by the so
and by a trend toward concentration in large
called banking
organizations, which, far from facilitating specialization by banks, tended
to transform them into many-sided entities. It should also be pointed oui
that this very diverse and widespread activity of the deposit banks or
commercial banks, although rendering obvious services to the economy,
did not entirely solve the problem of financing investment and mobilizing
short-term funds, since the banks, in their promoting activity, felt obliged
to refrain from some special investments and confined themselves mDinly
to the large industrial enterprises.
The beneficial effects of the banks' investment-financing activities were
often obtained at the cost of the immobilization of their resources, entail
ing a danger to their liquidity and in some cases, admittedly few and far
between, to the safety of the savings entrusted to them.
And, on the other hand, this situation led to a growth in the banks'
influence in private business, so that there were times when they could
be said to be pursuing a discriminatory policy in their granting of
credit.
It is therefore essential to tackle squarely the problems outlined and
to make the necessary adjustments.
needs to be modified so as to give greater free
The banking
dom; in this respect, however, we should not go further than what is
reasonably required for the performance of the service which the banks
are called upon to render, and in order to avoid excessive or unproductive
tying-up of funds.
It is also appropriate to continue to use the banks as promoters of
investment and providers of medium-term and long-term finance, with
the necessary safeguards against the disadvantages and risks of an impru
dent immobilization of funds. While, however, suitable regulations should
be adopted regarding mixed banking, there should be a shift, as cir
cumstances permit, in the direction of bank specialization, with the estab
de
lishment of rules for investment banks
Further, as a general measure, it appears desirable to entrust to the
Bank of Spain, with its new structure, the task of inspecting all private
banking establishments, this function being inseparable from the others
which are allotted to it.
Another important sector of banking which is in need of reform is the
official sector. The deficiency resulting from the decline in the inflow of

status quo

status quo
a

[bancos negocios].

3 See

Decree No. 1312 of June 5, 1963, below, pp. 634-638.
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foreign capital and the limited possibilities for financing the private sector
through the banking system led to the creation of various official credit
banks and entities, all of which, except for the Mortgage Bank of Spain,
came into being from 1920 onward; these institutions include the Indus
trial Credit Bank, the Local Credit Bank, the National Agricultural
Credit Service, the Central Maritime and Fishing Credit Bank and
the Credit Institute for National Reconstruction.
The proliferation of institutions of this type is proof of the heavy
demand for credit to finance development projects which has arisen in
the last few decades and which it has not been possible to satisfy either
with imported capital or through the mixed banks.
In order to unify, simplify and strengthen the financial resources of
these entities-since the variety and volume of the securities issued by
them created a certain confusion in the market-and to coordinate their
activities, the Law of December 26, 1958 was enacted creating the Com
mittee for Medium-Term and Long-Term Credit; the effective cooperation
of this committee during the last three years makes it appear advisable
to increase its powers and raise it to the status of a State institution
with the task of directing the above-mentioned entities/ which, so as
to be better able to perform their function in the next phase of economic
development in full accordance with the requirements of the common
good, must be gradually nationalized and reorganized under the direction
of the above-mentioned institution-this being furthermore necessary for
the coordination of credit policy for the purposes of economic expansion
and the procurement by these entities of financial resources from the
public sector. An exception should be made only for the Banco Exterior
de Espaiia, owing to the typically banking form of its financing and its
predominantly commercial character.
The reform would not be complete if it did not include measures
to revitalize the savings banks and make better use of their substantial
resources, their extensive network of branches and their altruistic aims
in order to promote and assist agricultural investment, with special
attention to the rural cooperatives, and provide aid to the artisan class,
small commercial and industrial businesses, those wishing to acquire
movable property on a modest scale and, in general, the economic
activities which are of importance from the social point of view. For
this purpose, and in view of the growing importance of the savings banks,
it is necessary to establish for them a central organizing and directing
body which, while controlling them, will also act as a link between them
and the rest of the banking and credit system.
In connection with the entities which are to take an active part in
controlling and distributing credit, it is also necessary to give increased
protection to savings, to offer greater, more attractive and safer possi
bilities for their direct investment, and at the same time to establish
regulations regarding the anticipated investment of future savings. To this
end, the rules governing investment trusts in their various forms, stock
See Decree-Law No. 19 of June 7, 1962, below, pp. 644-65 1 .
4
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exchanges and installment sales, and such other rules as, while stimulating
demand, prevent the improper use of credit, excessive increases in its
cost or the undesirable encouragement of inefficient industrial activities,
with such limitations as are required from time to time, must be formulated
in such a way as to prevent these organizations from becoming instru
ments for contro:ling enterprises or dominating the market.
The set of measures of which the reform is to consist shall also include
exact rules for disqualifying persons from holding controlling or executive
posts in the entities constituting the system, as an additional guarantee
that this system will function in such a way as to ensure that the Spanish
economy develops in a healthily competitive manner in all its sectors
(agriculture, industry and services) , that no possibility for the investment
of domestic or foreign savings in our country is missed, and that requests
for credit can be flexibly and fairly handled without any discrimination
beyond that relating to the moral and material standing of the applicant
and the desirability of the proposed use of the funds in the light of the
country's overriding interests.
The reform of a mechanism which is so sensitive and has such profound
social implications must be carried out step by step and with caution,
not only owing to the nature of the banking system but also because of
the need to coordinate the measures adopted for this purpose with those
of all the complementary sectors of the economy.
THEREFORE, and in conformity with the recommendations of the
Spanish Cortes, I ORDER:
ARTICLE 1
The credit and banking system shall be reformed in accordance with the
following bases:
Formulation of
monetary and
credit policy.

Base I. Authority in monetary and credit matters is vested in the Gov
ernment, which, through the Minister of Finance, shall issue to the
Bank of Spain and the various credit organizations the directives to be
complied with at each stage in the specific implementation of monetary
and credit policy in the manner best suited to the interests of the
country.o

Bank of
issue.

Base 2. The reform shall be centered around a Bank of Spain, which, in
order to perform its task, shall be nationalized. Consequently:

(a) The shares of stock shall be transferred to the State upon payment
of a fair price, fixed in accordance with the first of the Final Provisions
of this Law.
(b) When the shares have been acquired by the State, the Bank shall
cease to be a joint-stock company and shall become an official institution
5 See also the footnote to Article lO(c) of the B ank of Spain Law, 1962,
above.
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with a juridical personality, subordinate to the Government through the
Ministry of Finance.

( c ) Subject to its character as an instrument of the monetary policy
of the Government, the Bank of Spain shall have, on the technical
level, an autonomous organization.
(d) To enable it to perform its task more efficiently, the Bank of Spain
shall be given a new structure, the organs responsible for the controlling
and executive functions being separated from that which, by its essen
tially consultative nature, is the one in which the interests of the economic
sectors should be represented, through the Syndical Organization, together
with others appointed by the Government to represent the national interest.
(e) Subject to the flexibility necessary for the development of an
economic policy, the creation of money shall be regulated through the
channels of credit expansion permitted by the bank of issue, and rules
shall be laid down regarding open market operations, rediscount facilities
for the private banking system, measures regarding the pledging of
public securities as collateral by the banks, variable limits for the legally
compulsory deposits to be held by the private banks at the bank of
issue, and the other necessary instruments of control.
(f) The task of inspecting the private banking system shall be entrusted
to the Bank of Spain, in accordance with the rules laid down by the
Ministry of Finance.
(g) The supervising of foreign payments and the centralizing of the
gold and foreign exchange reserves shall be transferred to the Bank of
Spain; however, the functions assigned by existing legislation to the
Spanish Foreign Exchange Institute shall continue to be performed under
the same Ministry as at present, the decision being left to the Government
as to when to transfer those functions and such other operative functions
as the Government may decide upon, once the circumstances now pre
vailing in foreign trade have disappeared.
(h) The task of directing the Bank of Spain shall be incumbent upon
a Governor, who shall be appointed by decree and who shall be aided
by more than one Deputy Governor; the latter shall be substituted upon
the former's order and each of them shall be in charge of a group of
specialized functions.
(i) The Government, on the recommendation of the Ministry of Finance,
shall issue regulations for the holding of directive and executive posts in
the Bank of Spain, in such a way that the independence always required
for the discharge of their functions by the holders of these posts is
ensured, subject to appropriate specification of disqualifications for such
posts.6

6 Specific rules governing "disqualifications" are provided for in Decree
No. 1467 of June 22, 1962 (published in the Boletin Oficial del Estado
of July 4, 1962).
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Base 3. In place of the present Committee, an Institute for Medium
Term and Long-Term Credit shall be created, with the following char
acteristics and functions : 7

(a) It shall be the permanent organ for contact between the Govern
ment and the official credit institutions. It shall be subordinate to the
Ministry of Finance and shall have juridical personality and the necessary
capacity to accomplish its purposes.

( b ) It shall be responsible for the control and inspection of the above
mentioned institutions, which it shall supply, in a coordinated manner, with
sufficient resources to enable them to play an effective part in the policy of
economic development; it shall transmit to them general instrnctions to
govern their operations and shall see to it that these instructions are
followed.

(c)

It shall have at its disposal the financial resources furnished to it by
the Ministry of Finance, whether they are derived from Treasury advances,
investment securities-subscribed to by institutions or by private individuals
-or contributions from abroad, and also, in exceptional cases, from
Treasury operations with the savings banks or advances from the Bank of
Spain.
(d) It may acquire bearer securities [valores mobiliares], subject to the
general credit policy and as the circumstances warrant.
( e ) The total volume of credit to be distributed annually by the Institute
shall be fixed by the Government, on the recommendation of the Ministry
of Finance, after consultation with the National Economic Council.

(f) The Institute shall perform the other functions that are allocated to
the Committee for Medium- and Long-Term Credit under current legisla
tion.
(g) The Governor of the Bank of Spain shall act as President of the
Institute for Medium-Term and Long-Term Credit.
( h ) The directives for coordination between the activities of the Insti
tue and those of the Bank of Spain shall be issued by the Ministry of
Finance.

(i)

The necessary disqualifications shall be prescribed in respect of the
holding of directive and executive posts in the Institute.
Official credit
establishments.

Base 4. The Mortgage Bank of Spain, the Industrial Credit Bank and
the Local Credit Bank shall be nationalized in such particular form and
manner and at such time as the Government shall determine.
Their capital stock shall be transferred to the State upon payment
of a fair price which shall be established as provided in the first of the
Final Provisions of the present Law.
7

For the text of the law creating this Institute, see below, pp. 644-65 1 .
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The Banco Exterior de Espaiia shall be excluded from the nationalization,
and shall be subject to the same rules and limitations as are imposed
on the private banks, without prejudice to such power of intervention
as the Government may deem it desirable to reserve to itself insofar
as this bank retains the character of an official bank.
The Credit Institute for National Reconstruction, the National Agri
cultural Credit Service-which shall become the Bank for Agricultural
Credit-and the Central Maritime and Fishing Credit Bank shall be
reorganized so as to coordinate their activities under the direction of
the Institute for Medium-Term and Long-Term Credit and so as to
include in their controlling organs adequate representation of the Admin
istration, of the economic sectors-through the Syndical Organization-and
of other national interests.
The necessary disqualifications for the holding of directive and executive
posts in the official banks and other official credit institutions shall be
prescribed by the Government, on the recommendation of the Ministry
of Finance.
Base 5. The savings banks shall be reorganized as regards the organ Savings banks
which controls them and their operations, in accordance with the following and rural
savings
provisions :
institutions.

( a ) The Credit Institute for Savings Banks shall perform the functions of
directing, coordinating and inspecting body for these banks, and shall act as
liaison between the savings banks and the Bank of Spain and the Institute for
Medium-Term and Long-Term Credit.
It shall be presided over by the Governor of the Bank of Spain and shall
be composed of representatives of the savings banks, the economic interests
-through the Syndical Organization-and other representatives of the
national interest appointed by the Government on the recommendation of
the Minister of Finance.
( b ) The operations of savings banks shall be reorganized and expanded
through the adoption of the necessary rules to enable them to grant, with
greater liberality, credits for social ends to owners of farms, to artisans,
to small commercial, industrial and fishing enterprises, and to small savers
for the acquisition of property-particularly agricultural property, dwellings
and bearer securities-and to facilitate as much as possible the granting of
credit in the agricultural sector so as to encourage farmers to modernize
their farms, thus increasing the financial possibilities for transforming the
rural economy, for which reason the activities of the savings banks must
embrace agricultural enterprises in general and the cooperative institutions
and associations of organized labor [asociaciones de cardcter sindical].
(c) The rural savings banks, whatever their form, shall be reorganized
so as to make them more serviceable in the field of agricultural credit.
Without prejudice to those regulations to which they are now subject,
the Ministry of Finance shall inspect and control the rural savings banks
to ensure fulfillment of their own special purposes and the coordination
thereof with the general credit policy.

©International Monetary Fund. Not for Redistribution

632
Private
banking.

SPAIN

Base 6. The necessary measures shall be adopted to ensure that, without
making any sudden change in the present organization of mixed banking,
there shall be a tendency toward specialization, bearing in mind the
existence of entities which are already concerned predominantly with the
industrial sector; and measures to control private banking shall be adopted
as follows :

(a) Proclaiming the legal status of industrial
[bancos industriales y de negocios], giving them
that of promoting new industrial enterprises, thus
izing private initiative, and assisting in the task
finance.s

and investment banks
as their primary task
stimulating and revital
of providing long-term

(b) Adapting the banks' portfolios to the prescribed structure and the
percentage of public securities; prescribing limits for rediscounting, bor
rowing against securities and maintenance of reserves at the bank of
issue; fixing the liquidity ratio and limiting future purchases by the
banks, with their customers' funds, of shares and participations in
companies already operating.

(c)

The sale, within the time limits prescribed, of the industrial securi
ties held by each bank in excess of the limit fixed. The appropriate pro
cedures and rules shall be laid down for such sales, both as regards
favorable tax treatment for increases in values and as regards progressive
percentages and other matters.

(d) In cases where banks act as promoters of new companies, their
participation in these companies shall be limited to the percentages fixed
in relation to their own resources and to the capital of the enterprises
in question.
(e) The necessary rules shall also be prescribed to prevent any subse
quent increase in the influence of the present mixed banks over private
enterprises, and especially over other banks.
(f) The holding of directive and executive positions in private banks shall
be subject, with regard to disqualifications, to the regulations issued by
the Government on the recommendation of the Ministry of Finance.
Banking

status quo.

Base 7.9 Better facilities and greater freedom shall be given for entry
into the banking profession and for carrying on that profession, and the
present regulations shall therefore be changed so that :

(a) New banks shall be authorized with a minimum capital which may
differ according to the locality of the bank.

8 On the legal status of industrial and investment banks, see, in general,
Decree-Law No. 53 of November 29, 1962, and especially Arts. 4 and 6
(p. 653, below ) .
9 For the text of Decree No. 1312 of June 5 , 1963 o n the modification
of the banking status quo, and of the Order of November 30, 1963
implementing that Decree, see below, pp. 634-638 and 639-643.
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( b ) The excessive proliferation of branches and agencies shall be avoided
by means of objective standards to be established by the Ministry of
Finance, with suitably flexible methods through the application of which
banking establishments will be created in the number necessary to perform
the services required by the national economy.

(c) In all cases the above-mentioned flexible methods shall create the
necessary equality of opportunity for all banking enterprises.
(d) The Government, through the Ministry of Finance, shall prescribe
rules for the establishment of foreign banks, fixing the precise limitations
applicable to them and bearing in mind, as may be appropriate, the
principle of reciprocity.
Base 8. The legislation on investment trusts shall be improved, encour Investment
aging their development as an instrument for promoting saving and trusts.
at the same time ensuring, through appropriate regulation by the Min
istry of Finance, that they cannot become a means of exercising private
control over certain financial sectors.
Base 9. Regulations shall be issued governing the organization, functions Stock
and operations of the official stock exchanges, and in particular term exchanges.
operations [operaciones a plazo], strictly prescribing the necessary safe
guards to prevent their becoming instruments of dangerous speculation.
Base 10. The financing of installment sales of industrial and agricultural Installment
equipment goods and consumer durable goods shall be facilitated by the sales.
creation of special entities, in which the State must be represented to
ensure the observance of the applicable rules, bearing in mind, above
all, the tax advantages and rediscount facilities which can be granted in
order to combine the greatest protection of the consumer with the
lowest financing costs and with adequate guarantees of the solvency of
the purchaser and other participants in the transaction, while at the same
time controlling the volume of credit so as to avoid excessive tensions.
The bills issued in respect of installment sales may be made rediscount
able up to the amount fixed by the Ministry of Finance.
ARTICLE 2
The implementation of the preceding bases shall take place step by step,
at the rate deemed most appropriate by the Government or the Ministry of
Finance, in accordance, in each case, with the provisions of the authority
concerned.
The Decrees which shall have the force of law shall be issued within
a period of two years.
FINAL PROVISIONS
First. The price for the shares of stock of the Bank of Spain and
of those official banks which, in accordance with the provisions of this
Law, shall be nationalized shall be equal to the average official quotation
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on the Madrid Stock Exchange during the five-year period from Jan
uary 1, 1957 to December 3 1, 1961. For the calculation of said average there
shall be taken as mathematical dividend the amounts of the highest and
the lowest quotations in each month comprised in the afore-mentioned
five-year period, as published in the
and as divisor the number of changes computed. If
said average should turn out to be less than the highest rate quoted for the
stock during the calendar year 1961, the equivalent of the highest quota
tion during said year will be regarded as the price of said securities.
The price determined in conformity with the preceding paragraph shall
be increased by five per cent of its amount, and the sum of that price
and this increase shall constitute the fair price to be paid by the State,
to which there shall be added the lawful interest on the same from the
first day of January of the year in which nationalization shall have been
decreed, independently of the corresponding dividend for the last year.
Payment shall be in cash within two months following the date upon
which the provision decreeing nationalization of the respective institution
shall enter into force.
In the first issue of securities representing the State's debt, priority
shall be given to the former owners of shares in an amount equal to that
collected as a result of nationalization.
The amounts settled by the State under this provision shall be exempt
in every respect from payment of any General Income Tax corresponding
to the year in which payment of said amounts is effected.
Second. The necessary credits to effect the payments which are to
be made under the foregoing provision shall be made available through
the Ministry of Finance.

Balsa de Madrid,

Boletin Oficial de Cotizaci6n de la

Done at the Palace of El Pardo on April

14, 1962.

FRANCISCO FRANCO

The Decree on Modification of the
Banking Status Quo, 1963 1

Base 7 of Law No. 2 of April 14, 1962, on the Foundations for the
Credit and Banking System, although drawn up with the amplitude appro
priate to a basic law, contains certain clear principles designed to inspire
the reform of what is known as the banking
which was estab
lished under conditions less favorable than those of today and which,
with regard to the creation of new banks and the opening of branches and

status quo,

1 Decreto 13 12/1963, de 5 de junio, sobre modificaci6n del "statu quo"
bancario (Decree No. 1312 of June 5, 1963 on Modification of the Banking
The Decree was published in the
of June 8, 1963.

Status
Estado Quo).

Boletin Oficial del
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agencies, imposed a restrictive regime no longer responsive to the situa
tion of Spanish banking or to the demands of the national economy. 2
These principles relate to better facilities and greater freedom to enter
the banking profession and exercise that profession; to the specification
of the minimum capital required for the establishment of newly created
banks, according to the various localities; to the precautions which should
be taken to avoid excessive proliferation of branches and agencies, through
objective criteria which the Ministry of Finance shall establish; to the
flexible nature of the methods to be employed in this respect; to the
purpose of such methods, application of which will govern the opening
of the exact number of banking institutions needed for providing the
facilities required by the national economy; and to equality of opportunity
for all banking enterprises.
Clearly, all the principles set forth in the Law are equally imperative
and they must all, moreover, be harmoniously combined in the rules
which will be drawn up to implement Base 7 and to stimulate healthy com
petition in the expansion of banking activities.
Freedom to create new banks would be purely theoretical if the outlay
of such a large amount of capital were required that it would be practically
impossible for anyone not already connected with banking to raise it.
Neither would it be faithful to the spirit of the Law to prescribe too
rigid rules in the observance of certain objective standards, forgetting the
principle of flexibility which presupposes the exercise of discretionary
powers, or the principle of safeguarding healthy competition, a concept
frequently implied in a subjective approach.
Equally subjective is the weighing of the greater or lesser need for
banking facilities, which may sometimes result in certain localities having
an objectively sufficient number of banks, which for this reason are
more concerned about gathering in the resources of others than they are
about making their own available; on the other hand, the objective indices
of population, wealth, etc., do not, in their positive aspects, always reveal
the need for banking facilities; this need may be due precisely to the
underdeveloped condition of a particular region, from which it should
emerge with the creative impetus of banking and the assistance of devel
opment programs, either official or springing from private initiative.
Then again, equality of opportunity carried to the extreme, without
regard to the real situation of each bank and its previous development,
would imply that inequality was sanctioned and cause its persistence, a
result certainly not envisaged by the legislator.
Finally, it is unquestionable, although the Law does not expressly say
so, that the expansion of banks that do not adjust their practices to the
prevailing legal precepts should be forestalled.
The Bank of Spain having been charged, since its nationalization and
reorganization under Decree-Law No. 18 of June 7, 1962, with the inspec
tion, supervision and control of private banks, should now also be given
2

For the text of Law No.

2

of April

14, 1962, see

above, pp.

622-634.
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powers relating to the authorization of new banks along the general
lines prescribed by the Government through the Ministry of Finance.
THEREFORE, having seen the reports presented by the High Banking
Council, the Bank of Spain and the National Economic Council, on the
recommendation of the Minister of Finance and after deliberation by the
Council of Ministers at its meeting on May 16, 1963, I ORDER :
Art. 1. From the date of publication of the present Decree, the
creation of new commercial banks may be authorized by the Ministry of
Finance, on the proposal of the Bank of Spain and a prior report from
the High Banking Council; these banks shall be governed by the norms
prescribed, or which may be prescribed, for banks in general, and by the
following special regulations:

(a) The security portfolio of the new banks shall be composed exclu
sively of public funds or the like; except by express authorization of the
Ministry of Finance, they may not acquire or possess shares or equities
in, or bonds of, other banks, industrial, commercial or agricultural enter
prises, or investment trusts, investment companies or other similar insti
tutions.
( b ) Banking agencies, companies or enterprises in which other banks
hold shares or with which they have officers in common may not have
any share in the capital of the new banks.
Art. 2. The minimum capital required for the formation of new
commercial banks shall be as follows :
To operate in localities of up to ten thousand inhabitants, ten million
pesetas.
To operate in localities of more than ten thousand and up to fifty
thousand inhabitants, twenty-five million pesetas.
To operate in localities of more than fifty thousand and up to one
hundred thousand inhabitants, fifty million pesetas.
To operate in localities of more than one hundred thousand and up to
two hundred and fifty thousand inhabitants, seventy-five million pesetas.
And to operate in localities of more than two hundred and fifty thou
sand inhabitants, one hundred million pesetas.
These amounts of capital must be contributed in their entirety at the
time the bank is formed; nonmonetary contributions are not permitted.
Art. 3. Authorization to establish a new bank will be granted for
operation in only one locality, without prejudice to the possible opening
of branches or agencies, subject to the legal provisions prescribed, or
that may be prescribed, on the subject. The new banks may not apply
for the opening of branches or agencies until three years after the date
on which they commence their operations.
Art. 4. Authorization shall be granted or withheld discretionally, taking
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into account the benefit to the national economy inherent in the basic
program of the promoters.
The fulfillment of this program shall be taken into account for purposes
of future expansion of the bank through the opening of branches or
agencies.
Art. 5. Authorization to open branches or agencies by banks now in
existence, or by those which believe the provisions of the foregoing articles
apply to them, shall be granted by the Bank of Spain in consideration
of the need for banking facilities in each locality or district, subject to
rules prescribed by the Ministry of Finance.
Art. 6. The Bank of Spain shall submit annually to the Ministry of
Finance, after a prior report from the High Banking Council, a plan for
the setting up of new banks in localities where they may be thought
necessary for any of the following reasons:

(a) Total lack of banking facilities;
( b ) Insufficiency in general of the facilities provided, in view of the
wealth, population and economic activity of the locality and sur
rounding area;
(c) Insufficiency of the facilities provided, taking into account plans
or programs for the economic development of the locality and
surrounding area, or the specific needs of the area;

(d)

Advisability of more banking competition in the locality.

A report describing the characteristics of the localities where the setting
up of banking offices is proposed, classifying them in accordance with the
four groups mentioned in this Article, shall be attached to the plan.
Art. 7. When the annual plan has been approved by the Ministry
of Finance, there shall be sent to all banks entered in the Register of
Banks and Bankers (except those newly created banks which have not
completed their third financial year) , through the High Banking Coun
cil, the list of localities coming under the plan, the number of offices which
may be set up in each, and the group in which each has been placed (of
the groups mentioned in the preceding Article) .
The High Banking Council shall make this notification within ten days,
and in the following month the banks or bankers who are interested may
apply to the Bank of Spain to open branches or agencies in the localities
included in the annual plan, enclosing with their applications their balance
sheet and operating account at the close of the previous financial year,
a balance sheet showing the position at the end of the month prior to
that of the application, and a brief memorandum outlining the program
of activities they propose to carry out in each of the localities in group
(c) where they aspire to establish themselves, if so authorized.
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Art. 8. General plans, which can be carried out by annual stages, may
also be submitted by the Bank of Spain to the Ministry of Finance in
the manner described in Article 6.
Art. 9. Applications will not be considered from banks which are not
maintaining the cash, liquidity and guarantee ratios in effect on the date
of the application, or which in any way may be failing to comply with
the regulations in force for the supervision and control of private banking,
or which have had sanctions imposed on them in the preceding twelve
months, in accordance with Article 57, and others to the same effect, of the
Law on the Banking System of December 3 1 , 1946, or regulations which
may be prescribed pursuant to Article 17 of Decree-Law No. 1 8 of June 7,
1962; or which in past years have failed to carry out the plan of activities
referred to in Article 7 or the basic program referred to in Article 4.
Applications from banks not having sufficient expansion potential to
establish themselves in the locality they desire, in conformity with the
objective standards prescribed by the Ministry of Finance for assessment
of such potential, shall also be rejected.
Art. 10. The Bank of Spain may at any time carry out such checks
and inspections as it deems advisable for the strictest observance of the
rules established in the present Decree.
It shall also verify the performance of the programs of activities on
the basis of which the offices in category (c) of Article 6 were allocated.
Failure to execute these programs, and other infractions of this Decree,
may be penalized by sanctions, in accordance with Article 57 of the Law
on the Banking System of December 3 1 , 1946 or with Article 17 of
Decree-Law No. 1 8 of June 7, 1962 and the rules which implement it.
Art. 1 1 . Any claims which banks or bankers may make in relation to
the matters regulated in the present Decree shall be submitted to the Bank
of Spain, which will pass them on with its report, together with a report
it shall previously request from the High Banking Council, to the Minister
of Finance, who will pronounce a decision against which no recourse may
be had through government channels.
Art. 12. Any legal provisions conflicting with those established in the
present Decree are hereby repealed.
Art. 13. The Minister of Finance is empowered to prescribe such
supplementary or explanatory regulations as may be necessary for the
implementation and better performance of the provisions of this Decree,
as well as to establish the procedure and priorities which the Bank of
Spain must observe when granting authorization for the opening of bank
ing offices included in the plans referred to in Articles 6 and 8, in con
junction with the basic provisions of Law No. 2 of April 14, 1962.
Thus I order by the present Decree, done in Madrid on June 5, 1963.
FRANCISCO FRANCO
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Order Implementing the Decree on
Modification of the Banking Status Quo, 1963 1

Law No. 2 of April 1 4, 1962 on the Foundation for the Credit and
Banking System provides in Base 7 that better facilities and greater
freedom shall be given for entry into the banking profession and for
exercising that profession, by modifying the present regime known as the
banking
in accordance with the principles stated in that base.
In Decree No. 1 3 12 of June 5, 1963, there were indicated the funda
mental outlines of the system for the creation of new commercial banks
and the establishment of banking offices, and the Minister of Finance
was authorized to issue supplementary rules and clarifying statements, as
well as to set up the procedure and priorities to be observed by the Bank
of Spain in granting the appropriate authorizations for the opening of
branches and agencies. 3
The National Economic Council, the Bank of Spain and the High
Banking Council all duly presented the relevant reports.
By virtue of these reports, this Ministry orders as follows:

status quo

2

Authorizations by the Bank of Spain in connection with the opening
of bank branches and agencies included in the annual plans to which
reference is made in Article 6 of Decree No. 1 3 12 of June 5, 1 963 (here
after referred to as "the Decree") , shall be granted in conformity with the
rules therein established and those included in the following clauses.

I.

3

2. The Bank of Spain shall draw up the annual or general plans referred
to in Articles 6 to 8 of the Decree, utilizing whatever sources of informa
tion it may consider suitable, including studies made by its branches
regarding the respective geographical boundaries and, within the time
limits that the Bank of Spain may stipulate, suggestions made by private
banks and bankers in the interests of improved facilities; these suggestions
will not imply commitment or obligation, nor will they entail any kind of
preferential treatment for those who make them.
3. Independently of the plans mentioned above, the Bank of Spain
shall draw up, annually, a list of the banks to which none of the objec
tions mentioned in Article 9 of the Decree apply, and which have expansion
capacity as described in Clause 4 of this Order.
In this list there shall be established the total financial capacity of

1 Orden de 30 de noviembre de 1 963 desarrollando el Decreto 1 3 12/ 1963
de 5 de junio, sobre modificacion del "statu quo" bancario (Order of
November 30, 1963 Implementing Decree No. 1 3 12 of June 5, 1963 on
Modification of the Banking
The Order was issued by the
Minister of Finance and was published in the
of December 2 1 , 1963.
For the text of Law No. 2 of April 14, 1 962, see above, pp. 622-634.
For the text of Decree No. 1 3 1 2 of June 5, 1963, see above, pp. 634-638.

Status Quo). Boletin Oficial del Estado
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3
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each bank, the portion of the capacity utilized, and the difference between
the one and the other, which will be referred to as the unutilized capacity.
The Bank of Spain shall communicate with each bank or banker,
whether or not included in the said list, to inform them, if they are
included, of the expansion capacity attributed to them and, if they are
not included, of the reasons for exclusion. Those concerned may protest
within one month, counted from the day following that of receipt of the
communication, and the Bank of Spain, on prior report of the High Banking
Council, shall notify the Ministry of Finance of its opinion on the pro
cedure it considers best to follow, save in a case of factual error which
can be corrected by the Bank itself.
4. The expansion capacity of banks shall be determined by the sum of
their own and outside resources on the basis of their balances on the
date specified for this purpose; for the second banking expansion plan
this date shall be November 30, 1964; for subsequent plans it shall be
indicated by this Ministry upon the proposal of the Bank of Spain.
The amount of the paid-up capital and the reserves expressed in
pesetas shall be considered as the bank's own resources.
The sum of the balances in pesetas representing sight accounts, savings
accounts and short-term investments shall be the figure for the total out
side resources.
The expansion capacity utilized shall be determined, for each banking
enterprise, by applying to its offices established on national territory the
figures shown in the scale below.
When the figure for the capacity utilized has been deducted from the
total expansion capacity, the result, if positive, will represent the future
expansion capacity.
For an assessment of the capacity utilized, as well as for application
of the future expansion capacity, the total resources required for each
locality shall be computed in accordance with the following scale:
Localities with more than 1 ,000,000 inhabitants, four hundred
million pesetas
Localities with 500,00 1 to 1 ,000,000 inhabitants, two hun
dred and eighty million pesetas
Localities with 250,001 to 500,000 inhabitants, one hundred
and sixty million pesetas
Localities with 100,001 to 250,000 inhabitants, one hun
dred and twenty million pesetas
Localities with 50,001 to 100,000 inhabitants, ninety-six
million pesetas
Localities with 25,001 to 50,000 inhabitants, eighty million
pesetas
Localities with 10,001 to 25,000 inhabitants, sixty million
pesetas
Localities with 1 0,000 or fewer inhabitants, thirty-two mil
lion pesetas

First group:
Second group:
Third group:
Fourth group:
Fifth group:
Sixth group:
Seventh group:
Eighth group:
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Likewise, the resources necessary for each urban agency shall be assessed
in accordance with the following scale:
one hundred million pesetas
Localities in the
Localities in the
seventy million pesetas
forty million pesetas
Localities in the
Localities in the
thirty million pesetas
twenty million pesetas
The capacity utilized by local and regional banks shall be computed at
twenty-five per cent and fifty per cent, respectively, of the figure for
the localities in which their offices are established.
These reductions shall not be applied to banks which, in the judgment
of the Bank of Spain, have ties or connections of any kind with other
banking institutions.
When the future expansion capacity, determined for each banking
enterprise by application of the preceding standards, exceeds one thousand
million pesetas, the excess shall be multiplied by the following adjust
ment coefficients :
Second thousand million: 0.75
Third thousand million: 0.50
Fourth thousand million: 0.25
Remainder: 0. 1 0

first
group:
second
group:
third
group:
Remaining groups:fourth group:

5 . A s a n exception t o the above provlSlons, the expansion capacity of
the banks or bankers referred to in the third paragraph of Article 6 and
the precepts relating to it in Decree-Law No. 56 of December 6, 1962
shall be reduced by a percentage equal to that represented by the excess
of the bank's portfolio of industrial securities, plus the illiquid assets in the
form of buildings and movables, in relation to its capital and reserves. 4
In any case, the expansion capacity shall be considered a negative
quantity in the case of banks or bankers whose illiquid assets in the form
of buildings and movables exceed the total of their capital and reserves.
6. The expansion capacity available to a bank for purposes of each
annual plan or program shall be computed as a percentage of its total
unutilized capacity, equal to the result obtained when the sum of the
allowances for the localities included in the annual plan or program is
expressed as a ratio of the future expansion capacity of the entire
Spanish banking system, assessed in accordance with the rules of Clause 4
above. When the computation has been made, the fractions over five
hundred thousand pesetas shall be raised to one million pesetas, and those
below this figure shall be disregarded.
7. Except as stipulated in Clauses 8 and 9, a sole applicant, provided
that he satisfies the requirements established in the Decree and in this

Boletin Oficial
Leyes dely diEstado
sposiciones sabre

4 For the text of Decree-Law No. 56 of December 6, 1 962 on Portfolios
of Decem
and Ratios of Private Banks, see the
ber 7, 1962 and Consejo Superior Bancario,
(Madrid, 1965 ) , pp. 43-45.

la rejorma bancaria en Espafia
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Order, shall be assigned the localities included in the annual plan or
program.
Localities for which there is more than one applicant shall be allocated
according to the following list of priorities:
Local banks operating in a single province, as far as localities of
that province are concerned
Local banks operating in only one area, as far as the localities
in that area are concerned
Any other local banks, as far as the localities in the areas in
which they operate are concerned
Regional banks, as far as the localities in the areas in which
they operate are concerned
National banks and others not favored by the above priorities
The areas referred to in preceding, and also in succeeding, paragraphs
are those established in Article 3 of the Decree of October 16, 1950
approving the organization of the High Banking Council.
Selection will be made among the applicants, subject to the priorities
mentioned, as far as their expansion capacity in the year allows.
Within each group, allocation of the localities will be made by assigning
one successively to each of the banks included in the group. The alloca
tions shall be made in the order in which the localities were requested,
and, for the purposes of these successive allocations, a list shall be made
of the banks in order of quotient (beginning with the largest quotient) .
This quotient i s obtained by dividing the total expansion capacity by that
utilized, both figures having been computed in accordance with the pro
visions of this Order and with reference to the position and balance of
each bank at the end of the year previous to that in which the selection
is made. When a locality has been assigned to each of the banks in the
group, beginning with the one having the largest quotient, new allocations
shall be made if necessary. 5

First:
Second:
Third:
Fourth:
Fifth:

8. Banks or bankers who, in the judgment of the Bank of Spain, have
connections or relationships with any of those already established in the
locality in question, except with industrial or business establishments,
may not select offices in group
of Article 6 of the Decree.

(d)

(c)

9. The Bank of Spain may withhold the right of
of the said Article 6 from those banks
in group
activities for such localities, presented in compliance
the Decree, it considers insufficient or inadequate for
localities.

choosing localities
whose program of
with Article 7 of
the needs of these

10. As an exception to the provisions established in the foregoing
clauses, banks operating in only one province may establish themselves in
the capital of that province, using for this purpose up to one hundred
per cent of their total expansion capacity, and in any other locality of
5 For determination of the expansion capacity of the banks, see the
first paragraph of Clause 4, above.
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the same province, using up to fifty per cent of that capacity, provided
the capital or locality in question is included in the annual plan or pro
gram of expansion of the banking system.
If two or more banks should wish to take advantage of this provision,
the bank having the greater quotient (the result of dividing its total
expansion capacity by the expansion capacity utilized ) shall have priority.
l l . Regional and local banks, if unable to establish themselves in their
areas of activity in any given year, may reserve and utilize their expansion
capacity for that year in the following year.
12. If insufficient fractions result for selection of a locality, after appli
cation of the respective expansion capacities of the competing banks
to the localities included in the annual plan, those showing fifty per cent
of the required capacity for establishment in the locality shall be rounded
off in the order of priority indicated in Clause 7.
For adjudication o f localities included in the next annual plan, the
utilizable expansion capacity of the bank favored by the rounding off
shall be reduced by the same figure as that previously added, and in the
same manner the expansion capacity of the banks, not utilized under
the previous plan, shall be increased.
13. The number of inhabitants in each locality shall be determined in
accordance with the latest census published by the National Institute
of Statistics.
14. Within not more than six months, the Bank of Spain shall draw up
the first of the annual plans stipulated in Article 6 of the Decree and,
when this is done, shall give this Ministry an account of the operations
carried out and their results.
The Bank of Spain, when submitting the second annaul plan to this
Ministry, shall propose retention or modification of the rules included in
this Order, and particularly of the scales and coefficients indicated in
Clause 4.
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The Decree-Law on the Institute for
Medium-Term and Long-Term Credit, 1962

1

Base 3 of Law No. 2 of April 14, 1962 on the Foundations for the
Credit and Banking System orders the creation of the Institute for
Medium-Term and Long-Term Credit to replace the present Committee,
and indicates its characteristics and functions within the normative limits
appropriate to measures of this kind. 2
The creation of this Institute as a keystone of the new credit and
banking system corroborates and reinforces the results of the experience
gathered in the last few years through the effective action of the Com
mittee established by the Law of December 26, 1 958, completely filling
the institutional gap which had existed in the field of official medium
term and long-term credit, which could not be filled satisfactorily until
now because of the inadequacy of the Committee's resources and, even
more, because of the lack of a top-level organ of direction and control
to assume the task of directing and inspecting the official credit institu
tions so as to assure that they all contribute in a coordinated and
harmonious fashion to the implementation of the Government's policy
with respect to the balanced growth of the national economy.
The problem of organizing medium-term and long-term credit, funda
mentally of an investment nature, becomes more pressing at this time
when the Government's efforts are directed to the implementation of an
important program of economic development, which requires diligent and
adequate mobilization of all available resources, with special consideration
to sectors toward whose financing the credit assistance of the official banks
and other credit institutions referred to in the first and fourth paragraphs
of Base 4 of the above-mentioned Law of April 14, 1962 is channeled.
The coordinated direction of the institutions forming the official credit
system also requires a unification of the sources of funds which, apart
from the advantages derived from greater clarity and simplification from
the financial viewpoint, will permit the terms of the operations carried
out by official credit institutions to be adapted more easily at any time
to the changing needs of the economy.
Since the Institute is to be the agency most closely connected with
government policy in the new system, the ministerial and syndical repre
sentatives will be more numerous than in the Bank of Spain and the
Credit Institute for Savings Banks.
Without prejudice to the immediate nationalization of the banks and
the reorganization of the institutions mentioned above, s it is obviously

1 Decreto-Ley 1 9/ 1 962, de 7 de junio, sobre creaci6n del Instituto de
Credito a medio y largo plazo (Decree-Law No. 19 of June 7, 1962 on
Creation of the Institute for Medium-Term and Long-Term Credit) .
The Decree-Law was published in the Boletin Oficial del Estado of
June 1 3 , 1962.
2 For the text of Law No. 2 of April 14, 1962, see above, pp. 622-634.
s That is, as provided in the first and fourth paragraphs of Base 4 of
Law No. 2 of April 1 4, 1 962; see above, pp. 630-63 1 .
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desirable for the Institute for Medium-Term and Long-Term Credit to
take part immediately in the performance of the functions which are
conferred upon it by this Law and which, by their nature, require urgent
attention.
The tasks entrusted to the Institute require flexible procedures. For this
purpose, in its internal organization there shall be, in addition to the
widely representative General Council, another of more limited composi
tion, as well as a General Manager who shall carry out the executive
functions with the necessary diligence; externally, the top-level direction
of the official credit institutions shall be effected mainly through the
instructions that the Institute transmits to them, as frequently and force
fully as the circumstances require, and through the suspension of resolu
tions adopted by these institutions, where necessary, by means of a formula
for final, rapid and flexible decision.
The same urgent reasons as those indicated above with respect to the
creation of the Institute for Medium-Term and Long-Term Credit require
that it be given from the outset resources to allow it to carry on without
a break in continuity the action of the Committee which it is replacing.
THEREFORE, on the motion of the Council of Ministers at its meeting
on May 1 1, 1962, and using the authority conferred on me by Article 1 3
of the Law of the Cortes, I ORDER:

I.

Authority in credit matters is vested in the Government, which,
Art.
through the Minister of Finance, shall issue the directives to be complied
with at each stage in the specific implementation of official credit policy
in the way best suited to the interests of the country.
Art. 2. In fulfillment of the third Article of Law No. 2 of April 14,
1962 on the Foundations for the Credit and Banking System, the Insti
tute for Medium-Term and Long-Term Credit is created as a public
corporation [entidad de derecho publico] which shall be the permanent
liaison between the Government and the official credit institutions.
It shall be under the control of the Ministry of Finance and shall have
juridical personality and full legal capacity to fulfill its purposes; how
ever, the provisions of the Law of December 26, 1958 on the Legal
Regime for Autonomous State Entities, in Article 5 of which it shall
be considered to be included, shall not be applied to it.
Art. 3. The top-level direction and inspection of official credit institu
tions shall be performed by the Institute, which shall provide them in a
coordinated way with sufficient resources to enable them to act effectively
in respect of the policy of economic development; it shall transmit to
them the general instructions to which their operations are to be adapted
and shall see that they are carried out.
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Art. 4. The Institute shall have at its disposal the financial resources
furnished to it by the Ministry of Finance, derived from the following:

(a) The issue of "Investment Bonds" issued under the Law of Decem
ber 26, 1958;
( b ) Treasury advances;

(c) Loans from foreign governments and other funds which may be

(d)

obtained through credit transactions with international institutions
and in general with those having foreign contacts;
Loans arranged with the Bank of Spain on authorization of the
Council of Ministers.

Irrespective of these resources, the Institute for Medium-Term and
Long-Term Credit shall be endowed with an initial capital of one hundred
million pesetas which may be invested in movable or immovable property
of any kind.
Art. 5. In special cases, and with the authorization of the Minister
of Finance, the Institute may obtain funds by means of cash operations,
if the maturities do not exceed six months, with banks and savings banks
or through advances from the Bank of Spain.
Art. 6. The Institute for Medium-Term and Long-Term Credit shall
be exempt from any kind of tax, assessment or other charge by the State,
provinces or municipalities, provided that the taxation is direct.
Art. 7. The Minister of Finance, in conformity with the provisions of
Article 1, shall transmit to the Institute for Medium-Term and Long
Term Credit the directives to be followed in each period, and the Institute
shall adjust its instructions to the official credit institutions to those
directives.
Art. 8. The total figure for the resources to be allocated annually to
the official credit institutions by the Institute, and the general norms
for their distribution by sector and application in credit operations, shall
be fixed by the Government on the proposal of the Minister of Finance,
after receiving a report by the National Economic Council concerning
this total figure.
Art. 9. So that the Institute may better carry out its directive func
tions vis-a-vis the official credit institutions, the General Manager of the
Institute may attend meetings of the boards and administrative organs of
these institutions, without taking part in their discussions except to make
comments concerning the compliance with the laws, the norms established
by the Government or the Ministry of Finance, or the general instructions
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issued by the Institute; for this purpose, the notice convening such a
meeting shall always be accompanied by the agenda and a note on the
matters included therein.
Equally, the official credit institutions shall send to the Institute for
Medium-Term and Long-Term Credit copies of resolutions adopted and
any other reports, balance sheets and statistical data requested by the
Institute.
When the General Manager of the Institute, if he attends the meeting,
or the President, or any member of a board or administrative organ of
an official credit institution considers that a resolution adopted is not in
conformity with the laws, rules and instructions referred to in the first
paragraph of this Article, the applicability of the resolution shall be
suspended at his request and a reasoned inquiry shall be submitted
immediately to the Institute for Medium-Term and Long-Term Credit
containing the special plea presented by the one who has requested the
suspension, and the Institute shall confirm or revoke the resolution within
fifteen days, after which, unless a decision is made to the contrary, the
resolution will be tacitly understood to have been revoked if the sus
pension is at the initiative of the President or the General Manager of the
Institute, and confirmed in other cases.
Art. 10. As agency for inspecting the official credit institutions, the
Institute shall:

(a) Order periodic inspections of those institutions in order to verify
compliance with the instructions given to them and with the rules
of all kinds which they are to follow in their actions;
( b ) Carry out special inspections of an official credit institution on any
aspect of its activities;
(c) Give provisional approval to the budgets and expenditure accounts
of the official credit institutions, which shall be submitted by the
President of the Institute for final approval by the Minister of
Finance;
Issue reports on balance sheets and annual accounts of the official
credit institutions, which must be forwarded annually to the Insti
tute for submission to the Minister of Finance.

(d)

Art. l l . The Institute for Medium-Term and Long-Term Credit shall
also have the following functions:
(A ) It shall grant special credits for specific productive investments
which are considered desirable, in harmony with plans or programs for the
economic development of the nation approved by the Government, and
propose to the Minister of Finance special credits to enterprises, when
necessitated by serious reasons of an economic or social nature.
Once the granting of such credits has been decided upon, the Institute
may assign the responsibility for handling them to such credit institution
or institutions as it considers most suitable, furnishing them with the
necessary funds.
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The credits mentioned in the first paragraph of this clause (A ) may be
granted only when the need for them and the difficulties of the requesting
enterprise in obtaining funds through ordinary channels of finance have
been considered, and in each case the conditions under which these
credits are to be repaid shall be establi5hed and repayment made as soon
as the impossibility or difficulty disappears.
( B ) It shall authorize the issue or placing in circulation of obligations
or other fixed-income securities in conformity with the Decree of Septem
ber 6, 1961.
(C) It shall authorize the private banks and the Banco Exterior de
Espafia to grant credits for periods exceeding eighteen months or to make
use of special rediscounts at the Bank of Spain, subject to the provisions
of the Decree-Law of August 2, 1960 and related regulations.
(D ) It shall handle, study and propose decisions on petitions to obtain
tax reductions as referred to in the Decree-Law of October 19, 1961, in
accordance with the rules prescribed for implementing that Decree-Law.
(E) It shall purchase and sell bearer securities as circumstances require.
(F) It shall perform the other functions conferred on it by statutory
provisions or which may be delegated to it by the Minister of Finance.
Art. 12. The head of the Institute for Medium-Term and Long-Term
Credit shall be its President, who shall also be President of the General
Council and the Executive Council of the Institute.
The administration of the Institute shall be carried out by a General
Manager, who shall serve in a technical capacity and be in a category
similar to that of the Deputy Governors of the Bank of Spain. He may
be appointed and dismissed freely by the Council of Ministers on the
proposal of the Minister of Finance.
Art. 13. The General Council of the Institute for Medium-Term and
Long-Term Credit shall be composed as follows :
President: the Governor of the Bank of Spain
Vice-President:
Expenditures

the Assistant Secretary of the Treasury and Public

Members :

(a) the General Manager of the Institute
( b ) one of the Deputy Governors of the Bank of Spain

(c) the Commissioner of the Development Plan and one representa
tive each from the Ministry of Finance, the Ministry of Agricul
ture, the Ministry of Industry, the Ministry of Commerce, the
Ministry of Labor, the Ministry of Information and Tourism,
the Ministry of the Interior and the Ministry of Housing
(d) four representatives of the Syndical Organization
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one representative of the private banks, on the proposal of the
High Banking Council
one representative of the Credit Institute for Savings Banks

(d) et seq.

The appointment of the representatives referred to in items
of the preceding paragraph shall be made by the Minister of Finance
on the proposals of the agencies or institutions which they are to represent.
They may be dismissed at any time by order of the Minister of Finance.
Secretary : the Secretary of the Executive Council, without the right to
vote or to be heard.
Art. 14. The Executive Council of the Institute for Medium-Term and
Long-Term Credit shall be composed of the following members of the
General Council:
President : the Governor of the Bank of Spain
Vice-President :
Expenditures

the Assistant Secretary of the Treasury and Public

Members : the General Manager of the Institute, the Deputy Governor
of the Bank of Spain and three other members of the General Council
appointed by the Minister of Finance.
The Executive Council shall appoint, from among the staff of the
Institute, a Secretary, who shall not have the right to vote or to be heard.
Other members of the General Council may also be summoned to the
meetings of the Executive Council when general matters are to be handled
which fundamentally affect the ministries or interests they represent.
Art. 15. Resolutions of both the General Council and the Executive
Council shall be adopted by a majority of the votes of those present at
the meeting, the President casting the deciding vote in case of a tie.
At the express request of one of the members of either of the Councils,
the application of a resolution may be suspended and the matter turned
over to the Minister of Finance for decision.
Art. 16. The General Council and the Executive Council shall be
convened and presided over by the Governor of the Bank of Spain; in
his absence, by the Vice-President; and in the Vice-President's absence,
by the most senior member

[el Vocal de mds edad].

Art. 1 7. The President of the Institute for Medium-Term and Long
Term Credit shall be its head of administration and shall, through the
Minister of Finance, be its liaison with the Government. Similarly, he
shall represent the Institute in its relations with the Bank of Spain and
with the Credit Institute for Savings Banks.
He may delegate such functions as he sees fit to the General Manager.
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Art. 18. The General Council shall:

(a) Distribute annually among the official credit institutions the
resources decided upon by the Government, according to the rules
fixed by the Minister of Finance, in conformity with the provisions
of Article 8 of this Decree-Law;
( b ) Be informed monthly of the trend of official credit in general;

(c)

(d)
(e)

Discuss and formulate such conclusions as it deems necessary con
cerning the Annual Report on developments in the official credit
sector and on the balance sheets and accounts of the official credit
institutions before they are submitted to the Ministry of Finance;
Advise the Government on questions raised concerning official
credit;
Act as consultant to the Executive Council on matters submitted
to it by that body.

Art. 19. The Executive Council shall perform all the functions entrusted
by this Decree-Law to the Institute for Medium-Term and Long-Term
Credit other than those expressly assigned to the General Council or
the President.
Art. 20. The General Manager of the Institute shall:

(a) See to the carrying out of the resolutions of the General Council
and of the Executive Council;
( b ) Direct the administration of the Institute, act as chief of its entire
staff, make recommendations to the Executive Council on the appoint
ment, remuneration and dismissal of the staff, and organize the
work of the offices;

(c)

Prepare files on matters to be submitted to the General Council
and the Executive Council, request the carrying out of studies and
the furnishing of reports which are to figure in the files and draft
the proposed decision;

(d) Draft the budget and annual expenditure account for the administra
tion of the Institute, for submission to the Executive Council;

(e)
(f)

Sign all documents and communications to be issued by the Insti
tute, except those directed to ministers or those which must be signed
by the President;
Draft the Annual Report referred to in item
this Decree-Law;

(c)

of Article

18

of

(g) Propose to the President the special measures which he considers
should be adopted and the acquisition, as circumstances require, of
bearer securities and their sale.
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Art. 21. A special credit of one hundred million pesetas is granted
under the current budget, Section 26, Ministry of Finance, Chapter 6 10,
Service 5 3 1 , Ministry, Undersecretary and General Services, item 53 1 ,6 1 1,
"To form the initial capital of the Institute for Medium-Term and
Long-Term Credit" referred to in Article 4 of the present Decree-Law.
The amount of the above-mentioned credit shall be covered in the man
ner established in Article 4 1 of the current Administration and Accounting
Law.
To meet the ordinary expenses occasioned by the functioning of the
Institute, such percentage as the Ministry of Finance may decide shall
be deducted from the interest on funds the Institute receives for distribu
tion to official credit institutions.
Art. 22. The Government, on the proposal of the Minister of Finance,
shall determine the incompatibilities between holding the offices of Presi
dent, General Manager, and other members of the Executive Council of
the Institute and other public or private offices.
Art. 23. The officers of the staff of the Ministry of Finance who are
designated to render services to the Institute for Medium-Term and Long
Term Credit shall, on the proposal of the Institute and by order of the
Minister and Chief of Department, be considered to be in active service
status for all purposes.
Art. 24. The Minister of Finance is authorized to prescribe the regu
lations necessary to carry out the provisions of this Decree-Law, which
shall be reported immediately to the Cortes.
Art. 25. Articles 1 to 4 and 6 to 10 of the Law of December 26,
1958 on Official Medium- and Long-Term Credit Institutions are revoked
or amended insofar as they are contrary to the provisions of the present
Decree-Law.
Art. 26. The present Decree-Law shall enter into force on the day of
its promulgation.
ADDITIONAL PROVISION
The Office of Commissioner of Official Banks is abolished.
TRANSITIONAL PROVISION
Until the nationalization of the official banks and the reorganization
of the other official credit institutions, as referred to in the first and fourth
paragraphs of Base 4 of Law No. 2 of April 14, 1962 on the Foundations
for the Credit and Banking System, is accomplished, they shall continue
to be governed by their present organs of direction and administration.
Thus I order by the present Decree-Law, done in Madrid on June 7,
1962.
FRANCISCO FRANCO
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The Decree-Law on Industrial and
Investment Banks, 1962 1
Law No. 2 of April 14, 1962 on the Foundations of the Credit and
Banking System orders in Base 6 the proclaiming of the legal status of
industrial and investment banks whose primary function shall be to promote
new industrial enterprises, thereby stimulating and revitalizing private initia
tive, and to cooperate in long-term financing. 2
This is one of the most urgent tasks entrusted to the Government by
that Law, since the establishment of new banks of this type will permit
maximum use of the possibilities offered to the national economy by the
savings available for investment.
In the provisions governing the regime of industrial and investment
banks, the aim has been to make all the kinds of facilities required by
banks of this type for the development of their promotion and financing
activities compatible with the proper precautions which are also neces
sary to ensure their sound and safe expansion.
The aim has also been to avoid all unnecessary rigidity through the
establishment of flexible formulas. In this connection, the limitation imposed
by other legislation in respect of the period during which the banks may
hold securities issued by the concerns in which they participate has
been replaced by a system of indirect incentives for liquidation of such
securities through the granting of fiscal benefits which decrease in
proportion to the period during which such securities are held in the
banks' portfolios; this system, on the other hand, stimulates the creation
of enterprises that show promise of becoming profitable in the shortest
time, which are also those least likely to give rise to inflationary tenden
cies.
The obtaining of resources by the industrial and investment banks,
aside from their own capital and reserves, is facilitated through the grant
ing of tax and other privileges affecting the cash bonds and debentures
issued by them, and this will provide for savings a new and interesting
form of investment which was missing in our system.
Finally, transitional regulations are issued so that existing banks that
wish to become industrial banks [sic] may adapt themselves to the new
legal status.
THEREFORE, on the motion of the Council of Ministers at its meeting
on November 9, 1962, using the authority given me by Article 1 3 of the
Law of the Cortes, and having heard the Committee referred to in
Article 1 0 of the Law on the Legal Regime of the State Administration,
! ORDER:
1 Decreto-Ley 53/ 1962, de 29 noviembre, sobre Bancos industriales y
de negocios (Decree-Law No. 53 of November 29, 1962 on Industrial and
Investment Banks) . The Decree-Law was published in the Boletin Oficial
del Estado of N ovember 30, 1962.
2 For the text of Law No. 2 of April 14, 1962, see above, pp. 622-634.
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Art. 1. With effect from the publication of the present Decree-Law,
the Minister of Finance, on the recommendation of the Bank of Spain
and having heard the report of the High Banking Council, may authorize
the establishment of new industrial and investment banks which will be
governed by the regulations contained in the following Articles, and by
those applicable to banks in general as far as they are not amended hereby,
and they will also be governed by the general provisions governing joint
stock companies.
Art. 2. The new banks shall adopt the form of joint-stock companies.
Art. 3. Their capital stock shall not amount to less than one hundred
million pesetas, fully paid up. All the shares representing the capital shall
enjoy equal rights, and the founders are forbidden to reserve for them
selves special remunerations or advantages of any kind.
Other banks may own a share in the capital of these financial institu
tions, provided that the total does not exceed fifty per cent.
Art. 4. Industrial and investment banks may accept demand and time
deposits, and may issue cash bonds and debentures with maturities of
more than two years which shall be negotiable on the official stock
exchanges.
The issuing of cash bonds and debentures shall be subject to the
approval of the Institute for Medium-Term and Long-Term Credit, the
report of the Bank of Spain having been heard.
Industrial and investment banks shall not engage in commercial trans
actions except when dealing with concerns in which, in the opinion of
the Minister of Finance, they have an important participation.
Demand or time deposits having a maturity of less than two years can
only be invested in medium-term and long-term transactions if the
liquidity requirements fixed by the Ministry of Finance have been com
plied with.
Art. 5. These banks shall not maintain more than three branches or
agencies, and the head office or one of the branches must be located at a
place where there is an official stock exchange in operation.
Art. 6. The special object of industrial and investment banks shall
be the promotion of new industrial or agricultural undertakings and the
medium-term and long-term financing of them.
For this purpose they may grant credits for up to three years without
the authorization of the Institute for Medium-Term and Long-Term
Credit.
Art. 7. The outside funds held by the banks created under the pro
visions of the present Decree-Law may be used only for the acquisition
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of shares or participation in industrial or agricultural enterprises at the
time of their organization, or directly when a previously organized com
pany enlarges its capital, but never at a price higher than the par value,
if there is a subscription to new shares justified by the holding of old shares,
and if there is an express prior authorization by the Ministry of Finance.
The maximum limit on industrial securities held in the portfolios of
these banks shall not exceed the percentage fixed by the Minister of
Finance with reference to their own resources and to the capital of the
concerns in question. As long as the Minister of Finance does not instruct
otherwise, these percentages shall be three times the amount of their own
resources and one half of the capital of the concern in which they have
a share; temporarily, however, and for reasons of national interest, indus
trial and investment banks may be authorized to hold a larger partici
pation, but the period of time necessary to bring the holding down to
the general limits in force must be fixed.
Industrial and investment banks shall not invest in, or extend credit
to, any single enterprise for a total in excess of a certain percentage
of their own total resources, to be fixed by the Minister of Finance.
As long as the Minister of Finance does not instruct otherwise, the
maximum percentage shall be ten.
Art. 8. The Minister of Finance, bearing in mind the characteristics
and purposes of these banks, shall determine their cash, liquidity and
guarantee ratios.
Art. 9. The value increases obtained by these banks when they sell
industrial securities out of their portfolios shall be wholly exempt from
the tax on corporate profits if the sale is made within four years from
the purchase date; if the sale is made after four years, a reduction
of seventy-five per cent will be granted instead of total exemption, provided
that the sale is made within the fifth year, of fifty per cent if it is made
in the sixth year and of twenty-five per cent within the seventh year,
after the expiration of which no reduction will be made.
Art. 10. Fifty per cent of the value increases referred to in the
preceding Article shall be placed in a special reserve fund which, like
the other funds of this type, may not be distributed without the express
authorization of the Minister of Finance, the report of the Bank of Spain
having been heard.
Art. 1 1 . The deposits received and the cash bonds and debentures
issued by the banks referred to in this Decree-Law shall be exempt from
tax on capital income, transfer tax, stamp duty and any tax on the issue
or negotiation of bearer securities.
The Minister of Finance may extend to these bonds and debentures
the other privileges and exemptions enjoyed by public funds.
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Art. 12. The Minister of Finance, on the recommendation of the Bank
of Spain, shall determine the interest rates and commissions applicable
to the credits granted or received by the industrial and investment banks.
Art. 13. Industrial and investment banks shall have access to the
rediscount facilities of the Bank of Spain, in accordance with the general
norms applicable to banks and taking into special consideration their
nature and the operations they engage in.
FINAL PROVISIONS
First. Banks already in operation may request from the Minister of
Finance the classification of industrial and investment bank, which will
be granted, in any case, once the transitional regulations to which they
must submit in order to adjust themselves gradually to the legal status
provided by this Decree-Law have been issued.
Second. The Minister of Finance shall issue any complementary regu
lations that may be necessary for the implementation of and better
compliance with and execution of the provisions of this Decree-Law, which
will be reported immediately to Parliament.
Third. The Minister of Finance shall exercise the powers conferred
on him in connection with the industrial and investment banks after
hearing the Bank of Spain, to whom he may delegate all or part of such
powers.
Thus I order by the present Decree-Law, done in Madrid on Novem
ber 29, 1962.
FRANCISCO FRANCO

The Monetary Unit :

A Note

The basic monetary unit of Spain is the peseta. Originally, it
was represented by silver coin and was divided into four reales;
subsequently, it was divided into 1 00 centimes .
It appears that coins designated as pesetas were issued for the
first time in 1 772 by virtue of the Ordinance of Aranjuez. On
Janaury 1 , 1 8 59 a peseta equal to 1 French franc or 4.5 grams of
fine silver or 290.322 milligrams of fine gold was introduced as
the monetary unit. During the years 1 8 64-68 this peseta was re
placed by the escudo, but it was reintroduced, at par with the
French franc, on October 1 9 , 1 8 68. The silver content of the
coins, whether of the denomination of 1 peseta or multiples or
fractions thereof, has been changed from time to time. For de-
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tailed information on such changes in the period 1 868- 1 95 1 and
related changes in the foreign exchange rates in terms of pesetas
during the same period, see Rene Sedillot, Toutes les monnaies du
monde: Dictionnaire des changes (Paris, 1 9 5 5 ) , pp. 384-3 85.
Par Value. With effect from July 1 7, 1 959, Spain agreed with
the International Monetary Fund on an initial par value for the
peseta of 0.0148 1 1 2 gram of fine gold per peseta or 60 pesetas per
U.S. dollar.

The Decree-Law on the Bretton Woods
Agreementsl 1958 1
The contribution which Spain can make to cooperation among the
countries of the free world and the desirability of its progressive integra
tion into various international organizations make it advisable for Spain
to become a member of the International Monetary Fund and the Inter
national Bank for Reconstruction and Development, institutions that
since their creation have been working actively for the expansion and
stability of world trade and the economic development of their member
countries, encouraging monetary cooperation for the establishment of a
multilateral system of payments in international transactions.
THEREFORE, on the motion of the Council of Ministers, and using the
authority given me by Article 13 of the Law of July 17, 1942 as amended
by the Law of March 9, 1946, and having heard the Committee of the
Cortes, in compliance with Article 1 0 ( 3 ) of the Law on the Legal Regime
of the State Administration, I ORDER :
Art. I. Approval shall be granted for the adherence by Spain to the
Articles of Agreement of the International Monetary Fund and of the
International Bank for Reconstruction and Development, which form
Annexes A and B, respectively, to the Final Act of the United Nations
Monetary and Financial Conference, held in Bretton Woods from July 1
to July 22, 1942. 2 A translation of the said Articles of Agreement is attached
to the present Decree-Law.
------- -----------

----------

1

Decreto-Ley de 4 de julio de 1 958 por el que Espafia se adhiere a Ios
Convenios Constitutivos del Fondo Monetario Internacional y del Banco
Internacional de Reconstrucci6n y Fomento (Decree-Law of July 4,
1958 Whereby Spain Adheres to the Articles of Agreement of the Inter
national Monetary Fund and of the International Bank for Reconstruc
tion and Development) . The Decree-Law was published in the
of July 1 0, 1958 and therefore entered into force on
that date. An error in Art. 6 was corrected in the
of July 1 5 ,
1958.
2 Error in Spanish text : 1942 should read 1 944.

Oficial del Estado

Boletin
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Art. 2. By virtue of Resolution No. 1 3-5 of the Board of Governors
of the International Monetary Fund and Resolution No. 1 22 of the
Board of Governors of the International Bank for Reconstruction and
Development, concerning the membership of Spain in those institutions,
Spain has agreed with the International Monetary Fund to set a quota
of one hundred million U.S. dollars, a and with the International Bank for
Reconstruction and Development to subscribe to one thousand shares of
the Bank's capital having a nominal value of one hundred thousand U.S.
dollars each. Spain's subscription to the Fund shall be equal to its quota.
The subscription to each of these institutions shall be paid in gold, U.S.
dollars and pesetas, in the proportions determined by the said Resolutions
on membership and by the pertinent provisions of the Articles of Agree
ment.
Art. 3. The Ministry of Finance shall be authorized to arrange with
the Bank of Spain special non-interest-bearing credits to cover the portion
of the subscriptions to the International Monetary Fund and the capital
of the International Bank for Reconstruction and Development payable
in pesetas, as well as the amounts to be paid in under the Articles of
Agreement of the said organizations and the Resolutions of the Boards
of Governors thereof concerning the membership of Spain. These credits
shall not be computable for purposes of the limitation provided for in
Article 22 of the Law of December 3 1 , 1 946 on the Banking System, in
regard to advances from the Bank of Spain to the Treasury.
The Spanish Foreign Exchange Institute shall be authorized to allocate
the gold or U.S. dollars necessary to meet payment of the above-men
tioned subscriptions.
Art. 4. In conformity with Article XIII, Section 2, of the Articles of
Agreement of the International Monetary Fund and Article XV, Section
1 1, of the Articles of Agreement of the International Bank for Reconstruc
tion and Development, the Bank of Spain shall be designated as deposi
tory of the peseta funds held in favor of the said organizations. The
Bank of Spain shall open in the name of the International Monetary Fund
and of the International Bank for Reconstruction and Development the
accounts in pesetas necessary to carry out their operations.
Furthermore, and for the purposes referred to in Article V, Section 1 ,
o f the Fund Agreement and in Article Ill, Section 2 , of the Bank Agree
ment, the Spanish Foreign Exchange Institute shall be designated as the
official organization through which the Spanish Government shall deal
with the said international organizations.
Art. 5. The Minister of Finance shall be authorized to sign and issue
promissory notes or other similar obligations, non-interest-bearing, non-

3 This quota was increased to US$ 1 50 million with effect from J uly 23,
1 960, and to US$250 million with effect from March 25, 1 966 (pursuant to
Resolutions of the Board of Governors of the Fund Nos. 14-1 and 20-7,
respectively ) .
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negotiable and payable at par on demand, in place of the payments to
be made in pesetas in favor of the International Monetary Fund in con
formity with Article Ill, Section 5, of the Fund Agreement, and in favor
of the International Bank for Reconstruction and Development in accor
dance with Article V, Section 12, of the Bank Agreement.
Art. 6. The International Monetary Fund and the International
Bank for Reconstruction and Development shall enjoy, in the territories
referred to in Article 8 of this Decree-Law, the status, immunities and
privileges recognized in Article IX of the Fund Agreement and Article VII
of the Bank Agreement.
Art. 7. The Council of Ministers, on the proposal of the Minister
of Commerce, shall determine the par value of the peseta on the terms
provided for in the Articles of Agreement of the International Monetary
Fund and in Resolution 1 3-5 of the Board of Governors of the Fund.
Art. 8. The two Agreements referred to in Article 1 of this Decree
Law and published as Annexes thereto shall have the force of law in
Spain and in the cities and provinces under Spanish sovereignty in
Africa. The said Agreements shall enter into force on the day they are
signed and when they have been formally accepted in the name of the
Spanish Government. 4
Art. 9. The Minister of Foreign Affairs, the Minister of Finance and
the Minister of Commerce shall be authorized to issue such regulations as
may be necessary for the execution of the provisions of this Decree-Law.
The Minister of Foreign Affairs shall be authorized to issue and sign
the full powers and instruments of acceptance in relation to the adherence
of Spain to the Articles of Agreement of the International Monetary
Fund and of the International Bank for Reconstruction and Development.
Art. 10. All legal provisions shall be revoked that are contrary to
the present Decree-Law, which shall enter into force on the day it is
published in the
5 and which shall be reported
immediately to the Cortes.

Boletin Oficial del Estado

Thus I order by the present Decree-Law, done in Madrid on July 4,
1958.
FRANCISCO FRANCO

4 September 1 5 , 1958.
5 July 10, 1958.
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Publication of Statutes and Regulations

Statutes, regulations, and certain other public notifications are
published in the Svensk Forfattningssamling (SFS) , which is pub
lished several times a month. Other public notices are published
in official gazettes [allmiinna tidningar], that is, newspapers and
journals designated for this purpose.
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1
The Sveriges Riksbank Act, 1934
934x
NoTE : -The Sveriges Riksbank was founded in 1 668 as a State
institution. The exclusive right of note issue was conferred on it
by an Act of May 1 2, 1 897. The Bank is now governed by the
Sveriges Riksbank Act of June 30, 1934 as amended, which
should be read in conjunction with Article 72 and the second
paragraph of Article 1 1 1 of the Constitution of the Realm
( sometimes referred to as the Instrument of Government) and
Articles 4 1 ( 1 ) and ( 2 ) , 70( 1 ) , ( 3 ) , and ( 4 ) , and 7 1 of the
Riksdag Statutes; these are published below, pp. 670-672.

CHAPTER 1. GUARANTEE OF RIKSDAG AND SPHERE OF ACTIVITY

I.

Art.
In accordance with Article 7 2 of the Constitution of the Realm,
the Sveriges Riksbank is placed under the guarantee of the Riksdag.
Art. 2. The Riksbank, which in accordance with special regulations
issued thereon is exclusively authorized to issue bank notes, shall carry on
banking in conformity with the present Act.
Further, the Riksbank may carry on printing at its printing works and
paper production at its paper mill.
The Riksbank may not take part in or carry on any kind of business other
than that expressly permitted to the Bank by the present Act.
CHAPTER 2. CAPITAL, RESERVE FUND AND PROFITS
Art. 3.

The capital of the Riksbank shall be fifty million kronor.

Art. 4. The reserve fund of the Riksbank shall be twenty million
kronor. If the reserve fund falls below that amount, at least ten per cent
of the Riksbank's yearly net profit shall be allocated to the reserve fund
until it reaches the amount prescribed.
Art. 5. The Riksdag is entitled to decide upon the disposal of the
yearly net profit of the Riksbank, subject, however, to the due observance
of the provisions of Article 4.

1 Lag for Sveriges Riksbank (Act No. 437 ) of June 30, 1 934, as amended
through July 3 1 , 1966. In the version published here, the word Chapter
corresponds to the Swedish word Kapitel and the word Article (Art.) to the
sign §. For the Swedish text of the original Act, see Svensk Forfattnings
samling, 1 934 : 437.
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3. ISSUE OF NoTES
Art. 6. In conformity with Article 72 of the Constitution of the Realm,
notes issued by the Riksbank are legal tender within the Realm and are
redeemable by the Riksbank at their face value.2
The redemption of the notes of the Riksbank shall take place at the head
office of the Bank.
CHAPTER

Art. 7.

[Repealed]

Art. 8. The Riksbank shall issue notes in denominations of five, ten,
fifty, one hundred, and one thousand kronor, and may also, if and when
the Board of Directors of the Riksbank deem it expedient, issue notes in
the denomination of ten thousand kronor. Further, if the demand for sub
sidiary coin has increased in consequence of exceptional circumstances, the
King in Council may, if and when it is deemed necessary, upon the recom
mendation of the Board of Directors of the Riksbank, permit the Riksbank
to issue notes for one krona; such notes must, however, be withdrawn from
circulation as soon as possible.

Art. 9. The Riksbank may issue notes to an amount corresponding to
double the amount of the Riksbank's gold reserve, calculated in the manner
specified in Article 1 1, and, in addition, to an amount of three hundred
and fifty million kronor.
If an increase in the right of issue is deemed necessary in consequence of
exceptional circumstances, the King in Council and the Riksdag acting
jointly or, if the Riksdag is not in session, the King in Council alone may,
upon the recommendation of the Board of Directors of the Riksbank and
after consultation with the Board of Directors of the National Debt Office,
permit the Riksbank to issue notes to an additional amount of not more
than three hundred and fifty million kronor. Such permission granted by
the King in Council between the sessions of the Riksdag shall, unless it is
ratified by the Riksdag within twenty days after the commencement of its
next ensuing session, become void at the expiration of the said period. The
Board of Directors of the Riksbank are under obligation as soon as possible
to withdraw from circulation notes to an amount corresponding to what
may have been issued by reason of an increase in the right of issue thus
granted.3
2 Since September 28, 1931, the Riksbank has, in accordance with special
legislation renewed from time to time, been exempted from the liability to
redeem in gold, on presentation, notes issued by it. The Bank has, however,
retained the right to resume the redemption of its notes when the circum
stances call for it. The law currently in force, dated April 29, 1966,
provides for exemption from July 1, 1966 through June 30, 1967.
Art. 72 of the Constitution of the Realm is published below, pp. 670-671 .
3 The provisions of Art. 9 and the first paragraph of Art. 1 1 have been
replaced by special regulations on the Riksbank's right to issue notes; see
below, p. 673.
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Art. 10. That portion of the Riksbank's notes in circulation which
exceeds the Bank's gold reserve must be covered by the following assets:
(a) easily realizable government securities;
(b) bonds of the Sveriges Allmanna Hypoteksbank (General Mortgage
Bank of Sweden) and of the Konungariket Sveriges Stadshypoteks
kassa (City Mortgage Bank of the Kingdom of Sweden) , as well
such other Swedish bonds as are quoted on stock exchanges abroad;
such gold coin and bullion deposited abroad or in transit therefrom,
duly insured, as is not included in the gold reserve in conformity
with Article 1 1;
(d) bills payable within the Realm or abroad;
such deposits with banks or bankers abroad as fall due within six
months, less any sums owing by the Riksbank to banks or bankers
abroad;
(f) advances for a fixed period not exceeding three months or at not
more than three months' notice made against such government
securities and bonds as are defined under (a) and (b) as well as,
up to an amount not exceeding one hundred million kronor, against
other security;
(g) balances resulting from subscription or lending to the International
Monetary Fund.

as

(c)

(e)

Art. 1 1 . As constituting the gold reserve of the Riksbank shall be
considered all gold coin and bullion belonging to the Riksbank and held in
Sweden as well as, up to an amount corresponding to fifteen per cent of the
total gold reserve, gold coin and bullion belonging to the Riksbank and
deposited abroad or in transit therefrom, duly insured.
The gold reserve may not be allowed to remain below one hundred and
fifty million kronor.
1

Art. 12. The Riksbank carries on banking at the head office in Stock
holm and at branch offices within the Realm.
CHAPTER 4. BANKING ACTIVITIES

The Riksbank may buy and sell gold and silver.
Gold bullion delivered to the Royal Mint for the Riksbank's account shall
be paid for by the Bank at the value of gold in Swedish currency, i.e., at the
rate of two thousand four hundred and eighty kronor per kilogram of fine
gold, less one quarter per cent, for the minting charges and such other pre
scribed fees as are payable to the Royal Mint; the Board of Directors of
the Riksbank may, however, if and when they deem it justified, exempt the
seller from all or part of the minting charges.
Art. 13.

Art.
The Riksbank may buy and sell foreign exchange of a maximum
maturity of one year.

14.

4

See footnote 3, above.
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Art. 15. The Riksbank may raise credits abroad as well as grant credits
to foreign central banks and to the International Monetary Fund.
Further, the Riksbank may deposit funds with banking firms abroad and
accept deposits from such firms with or without interest.

The Riksbank may buy and sell:
Swedish Government bonds and other Swedish Government securi
ties;
( b ) other Swedish bonds;
easily realizable foreign government bonds and other government
securities;
easily realizable foreign bonds other than government bonds, pro
vided that they fall due within one year. The Riksbank may also
negotiate the purchase and sale of such bonds and securities.
Further, the Riksbank may acquire shares of the Bank for International
Settlements up to an amount decided by the King in Council and the
Riksdag.s

(a)
(c)
(d)

Art. 16.

(a)

The Riksbank may:
discount bills falling due within six months;
make advances on bonds, shares or other secuntles for a fixed
period not exceeding six months or at not more than three months'
notice; municipalities and similar public bodies may, however, obtain
advances, subject to the conditions of payment stated above, with
out other collateral than their own notes of hand;
make advances redeemable at a fixed date within six months against
pledge either constituted by way of transfer of a warehouse warrant
or receipt of the kind mentioned in the Warehouses and Warehouse
Warrants Act
granted in merchandise deposited in a public
weigh-house or lodged for safekeeping with a third party who has
undertaken to hold them, or their value, at the disposal of the Riks
bank, provided that the party who has issued the warrant or receipt
or has undertaken the obligation is found to be solvent;
open credits in current account, for a period not exceeding twelve
months, against bonds issued by the Swedish State, the Sveriges
Allmanna Hypoteksbank (General Mortgage Bank of Sweden) or
the Konungariket Sveriges Stadshypotekskassa (City Mortgage
Bank of the Kingdom of Sweden) or, up to an amount of fifteen
million kronor, against other security.

Art. 1 7.

(b)

(c)

or

(d)

Art. 18. From special funds placed under the administration of the
Riksbank the Bank may grant loans in conformity with special regulations
issued thereon.
" In accordance with a decision of the Riksdag of May 7, 1930 and a
Royal Decree of May 9, 1930, the Riksbank may acquire such shares up
to a nominal amount of twenty million Swiss francs.
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Art. 19. The Riksbank may accept at its head office and at its branch
offices:
(a) deposits on checking account without interest repayable on demand;
(b) deposits on deposit account without interest repayable on demand
or at a date fixed when the deposit is made; receipts for such deposits
shall be issued in a specific name.
Nevertheless, the Board of Directors of the Riksbank may allow firms
who discount bills with the Riksbank and do not themselves carry on bank
ing to receive interest on funds deposited on checking account.
Where the circumstances call for it, the Board of Directors of the Riks
bank may also allow interest to be paid on deposits in cases other than those
stated in the preceding paragraph.
The Board of Directors of the Riksbank may also make arrangements
to facilitate bank clearings.

Art. 20. The Riksbank is under the obligation to receive funds, without
interest, on behalf of the Treasury and to make payments from the credit
balance of the Treasury in accordance with special regulations issued
thereon.

Art. 21. The Riksbank is under obligation to issue at the head office
as well as at the branch offices free of charge, against payments, drafts on
the Sveriges Riksbank in Stockholm payable on presentation. The Riksbank
may also receive at all offices funds to be paid out elsewhere.
Art. 22.

The Riksbank may carry on collection business.

Art. 23. The Riksbank's liability with regard to the exchange and re
demption of coins is subject to special regulations laid down.

Art. 24. The Riksbank may accept for safekeeping gold and silver, in
coin or bullion, as well as bonds, shares and other securities and goods
under seal. The Riksbank is under obligation to accept for safe deposit at
the head office such securities as are lodged for that purpose by State
authorities or are deposited with the Riksbank in accordance with special
regulations.

Art. 25. The Riksbank may acquire such real estate as is intended for
the Bank's offices, its printing works or paper mill.
Further, with a view to safeguarding a claim, the Riksbank may buy at
public auction or on the Stock Exchange such property as is distrained or
pledged for the claim and may also accept in payment of the claim
property, whether pledged as guarantee for the claim or not. Property thus
acquired shall be disposed of when it is deemed expedient to do so, and
in any case when it is possible to sell without a loss.
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Art. 26. The books of the Riksbank shall be closed at the end of each
calendar year.
The Riksbank's real estate, office equipment and collection of coins and
medals shall not be included in the balance sheet.
CHAPTER 5. CLOSING OF BOOKS AND PUBLICATION OF STATEMENTS

Art. 27. Immediately after the end of each month a statement shall
be drawn up showing the assets and liabilities of the Riksbank under
separate headings. This statement shall then without delay be printed and
distributed with the Official Gazette.
Further, as at the seventh, fifteenth, twenty-third and last day of each
month or, if such day falls on a Sunday or a holiday, as at the preceding
working-day, there shall be drawn up and published in the Official Gazette
a statement of the Riksbank's gold reserve, such assets as are specified in
Article 10, the notes in circulation and the unutilized portion of the right of
issue.

B OARD OF DmECTORS AND ADMINISTRATION
Art. 28. The Riksbank is administered by seven Directors, who, as well
as deputies, are appointed or elected in conformity with Article 72 of the
Constitution of the Realm and Articles 70 and 7 1 of the Riksdag Statutes.6
CHAPTER 6.

Art. 29. The Chairman of the Board of Directors of the Riksbank shall
receive out of the funds of the Riksbank an annual fee to an amount equal
to that to which each of the other Directors is entitled, in accordance with
the decision of the Riksdag, and in addition two thousand kronor a year.
Art. 30. A Cabinet Minister or a Director of the National Debt Office
may not be a Director of the Riksbank nor Deputy Governor.

Art. 31. Non-Swedish subjects, persons under guardianship, or bank
rupts, may not be Directors of the Riksbank.
A Director of the Riksbank may not be a director of any Swedish bank
other than savings banks and the Post Office Savings Bank, nor of any
foreign bank except those in which the State, through the Riksbank or
other institution, is part owner.
The provisions of the present article concerning Directors are likewise
applicable to the Deputy Governor.

Art. 32. The Directors may not receive instructions with regard to the
administration of the Riksbank from anyone except the Riksdag and its
Banking Committee in cases in which that Committee is competent to give
instructions on behalf of the Riksdag; the Directors are not obliged to
Art. 72 of the Constitution of the Realm and Arts. 70 and 71 of the
Riksdag Statutes are published below, pp. 670-671 and p. 672.
6
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account for their functions as Directors to anyone except to the Riksdag or
its Banking Committee and Auditors.
The Riksdag decides on the granting of discharge to the Directors of
the Riksbank.
With regard to the responsibility of the Directors and the Deputy
Governor elected by the Board of Directors of the Riksbank, special provi
sions have been enacted.

Art. 33. If the King in Council, either upon the recommendation of
the Board of Directors of the Riksbank or else when it is otherwise deemed
necessary to do so, has authorized a representative to confer with the Board
of Directors of the Riksbank on some special matter, the Board may discuss
with the representative of the King in Council but must not take any
decision in his presence.

Art. 34. The boards of management of the branch offices are appointed
by the Board of Directors of the Riksbank in conformity with such regula
tions as the Riksdag may issue.

Art. 35. The following affairs of the Riksbank shall be kept secret:
credit transactions and such matters as are mentioned in Articles 14, 1 5
and 1 6, as well as other matters concerning the relations of clients with the
Riksbank or any other credit institution; questions concerning monetary
policy the publication of which might, in the opinion of the Board of
Directors, be prejudicial to the Riksbank; questions concerning the manu
facture and control of bank notes and the administration of the funds of
the Riksbank.
Discussions and decisions on such questions shall be recorded in separate
minutes, the purport of which shall not be made public before the expira
tion of fifty years from the date of the minutes unless the Banking Com
mittee or Auditors of the Riksdag or the Board of Directors of the Riks
bank find that this may take place earlier without prejudice to the Riksbank.

Art. 36. The Directors of the Riksbank, the Deputy Directors, the
members of the boards of management of the branch offices, as well as
the officials of the Riksbank, shall observe secrecy with regard to such
questions as shall be kept secret in accordance with the present Act.
Nevertheless, the Board of Directors of the Riksbank may advise the
Royal Banking Inspectorate and the Royal Savings Banks Inspectorate of
such circumstances in connection with the administration of the Riksbank
as the Board may find to be of importance for the exercise of the offices
of the said Inspectorates.
Art. 37. After the end of each year, the Board of Directors of the Riks
bank shall submit to the Banking Committee of the Riksdag a report on
the position, business and administration of the Riksbank. This report shall
be printed and made public.
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Further, as at or before September 15 of each year, the Board of
Directors of the Riksbank shall submit a report on the same matters to
the Auditors of the Riksdag.
The report on the examination of the administration of the Riksbank
which is submitted by the Auditors of the Riksdag shall, by direction of
the Board of Directors of the Riksbank, be printed, made public, and sub
mitted to the Riksdag with such observations and explanations as it may
occasion.

Art. 38. Such rules as are necessary for the administration of the
Riksbank in addition to the present Act are laid down by the Riksdag in
special regulations.

The Constitution of the Realm 1
(June 6, 1 809, as amended)

ARTICLE 72
The Riksbank remains under the guarantee of the Riksdag and is ad
ministered in accordance with Acts laid down jointly by the King in Council
and the Riksdag by Directors appointed ad hoc.
The Board of Directors of the Riksbank shall consist of seven members,
of whom the King in Council appoints one, with one deputy, for a period
of three years at a time and the remaining six, with six deputies, are elected
by the Riksdag for such period and in such manner as are specified by the
Riksdag Statutes. The Director appointed by the King in Council shall be
Chairman of the Board of Directors of the Riksbank but may not hold any
other office in the management of the Riksbank. A Director who is not
granted discharge by the Riksdag shall vacate office. The Director, as well
as the deputy, appointed by the King in Council may be removed when
the King in Council deems it expedient.
The Directors of the Riksbank shall elect from among themselves one
Governor of the Riksbank and from among or outside themselves one
Deputy Governor to replace the Governor in case of his absence, with the
powers and duties of a Director.
The Riksbank is exclusively authorized to issue notes that shall be legal
tender within the Realm. Such notes shall be redeemed by the Riksbank
on demand in gold at their face value. Suspension of this obligation may,
however, if considered absolutely necessary in consequence of war, threat
of war, or a serious financial crisis, be granted for a fixed period by the
King in Council and the Riksdag acting jointly or, if the Riksdag is not in
The Constitution of the Realm (Regeringsjorm ) , sometimes referred to
as the Instrument of Government, is one of the four fundamental laws of
Sweden.
1
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session, by the King in Council alone, on the recommendation of the Board
of Directors of the Riksbank and after consultation with the Board of
Directors of the National Debt Office. Such suspension granted by the King
in Council between the sessions of the Riksdag shall, unless it is ratified by
the Riksdag within twenty days after the commencement of its next ensuing
session, become void at the expiration of the said period.

ARTICLE 1 1 1, PARAGRAPH 2
The Directors of the Sveriges Riksbank and of the National Debt Office
and the Auditors of the Riksdag may not, in or for the exercise of their
duties, receive orders from anyone except the Riksdag, and in accordance
with its instructions, nor may they be called to account or responsibility
except by decision of the Riksdag.

The Riksdag Statutes

1

(June 22, 1 866, as amended)

ARTICLES 41, 70, AND 71
Art. 41.-( 1 ) It is incumbent upon the Banking Committee to investi
gate and inquire into the management and state of the Sveriges Riksbank
and the National Debt Office and to propose and, wherever the Riksdag
has delegated such power to the Committee to make, regulations on the
management of the Sveriges Riksbank and the National Debt Office. The
Committee shall propose what is necessary to meet the needs of the Na
tional Debt Office. The Committee, furthermore, shall make reports and
present proposals with reference to those matters referred to the Committee
from the Chambers which concern the use of loan funds administered by
the National Debt Office.
(2) It devolves upon the Committee, moreover, to make reports and
present proposals with regard to matters referred to the Committee from
the Chambers concerning the enactment, amendment, interpretation or
repeal of laws and statutes relating to the Sveriges Riksbank as well as
other banking establishments and to the currency of the Realm, and also
such matters concerning the organization and condition of the general
economy or particular branches of economic life as are not of a nature to be
handled in another committee.
[The third paragraph, omitted here, concerns the functions of the Bank
ing Committee in respect of expenses of the Riksdag.]

The Riksdag Statutes (Riksdagsordning) , sometimes referred to as the
Riksdag Act, comprise one of the four fundamental laws of Sweden.
1
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Art. 70.-( 1 ) Those six Directors of the Riksbank who are to be elected
by the Riksdag in accordance with Article 72 of the Constitution of the
Realm are elected during ordinary sessions of the Riksdag for a period
beginning with the date of election until another election has taken place
during the third year thereafter. Two of the Directors elected by the Riks
dag shall vacate office each year. If a Director elected by the Riksdag has
vacated office before the expiration of his term of office or if he has not
been granted discharge, a new election shall take place for the remainder
of the period for which he was elected.

[The second paragraph, omitted here, concerns the election of directors for
the National Debt Office.]

( 3 ) The Directors of the Riksbank shall be elected by forty-eight elec
tors, of whom each Chamber shall select twenty-four from among its mem
bers. The elections shall take place by secret ballot. An election for a
longer term of office shall take place before an election for a shorter term.
A Director vacating office is eligible for re-election.
( 4) The Directors may themselves elect from among themselves one
Vice-Chairman; the person presiding over the meetings of the Board of
Directors of the Riksbank shall have the deciding vote in the event of an
equality of votes in favor of two divergent opinions on questions which are
made subject to voting at the meetings of the Board of Directors.

Art. 71. At the same time and by the same procedure as the Directors
are elected by the Riksdag in accordance with Article 70, one deputy shall
be elected for each Director elected by the Riksdag, to replace the latter in
case of his absence; the deputy of a Director who is elected Governor of
the Riksbank shall not enter office, however, unless the Deputy Governor
elected by the Board of Directors in accordance with Article 72 of the
Constitution of the Realm is also absent. If both a Director and his deputy
elected by the Riksdag are absent, the Board of Directors shall call upon
another deputy to enter office.
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Special Regulations on the Rikshank's
Right to Issue Notes, 1966 1

In place of Article 9 and the first paragraph of Article 1 1 of the Riksbank
Act of June 30, 1934 (Act No. 437 ) , the following special regulations shall
be valid from July 1, 1966 up to and including June 30, 1967.
Art. I. The Riksbank may issue notes to an amount not exceeding nine
thousand nine hundred million kronor.

Art. 2. If an increase in the right of issue is deemed necessary in
consequence of exceptional circumstances, the King in Council may, when
the Riksdag is not in session, upon the recommendation of the Board of
Directors of the Riksbank and after consultation with the Board of Direc
tors of the National Debt Office, permit the Riksbank to issue notes to an
additional amount of not more than seven hundred million kronor. Such
permission granted by the King in Council shall, unless it is ratified by the
Riksdag within twenty days after the commencement of its next ensuing
session, become void at the expiration of the said period.

Art. 3. As constituting the gold reserve of the Riksbank shall be con
sidered all gold coin and bullion belonging to the Riksbank.
Lag med sarskilda bestammelser om riksbankens sedelutgivning (Act
No. 128 ) of April 29, 1966. These provisions are temporary and have been
extended each year since the first law (No. 248 of May 28, 1948) was
passed.
1

The Liquidity and Cash Ratio Act, 1962 1

Art. I. If deemed indispensably necessary in order to achieve the aim
fixed for the monetary policy of the Riksbank, the King may, at the request
of the Board of Directors of the Riksbank and in accordance with what
is said in this Act, ordain that liquidity ratios or cash ratios shall be
observed. An ordinance shall be valid for a fixed period or until further
notice.
The Riksbank issues the regulations necessary for the application of the
ordinance.
Lag om likviditetskvot och kassakvot for vissa kreditinrattningar (likvi
ditets- och kassakvotslag) , given Stockholms slott den 25 maj 1962 (Act
Concerning Liquidity Ratios and Cash Ratios for Certain Credit Institu
tions, No. 256 of May 25, 1962 ) . As amended by Act. No. 210 of May 26,
1965. In the version given here, the word Article (Art.) corresponds to
the sign § and the Swedish word
has been translated as
commercial bank.
1

bankaktiebolag
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Art. 2. An ordinance concerning liquidity ratios may include the com
mercial banks, the savings banks, the agricultural credit associations, the
Post Office Savings Bank or the postal giro service. An ordinance concern
ing cash ratios may include the commercial banks, the Post Office Savings
Bank or the postal giro service.
As regards the commercial banks, the savings banks and the credit asso
ciations, the ordinance may be limited to cover only those institutions whose
funds or total assets reach a certain amount, determined separately for each
kind of institution. When justified in view of special circumstances, an
individual credit institution may be exempted.
Art. 3. The liquidity ratio is the ratio at a given date of calculation
between the net amount of the liquid assets of the credit institution, deter
mined according to Article 4, and the total liabilities of the institution with
the exception of those mentioned under Article 5.

Art. 4. The sum of the following assets shall form the basis for the cal
culation of the net amount of liquid assets:
cash in hand together with deposits with the Riksbank and the
National Debt Office;
(b) domestic checks and bank money orders in transit;
(c) deposits in those credit institutions which could be subject to an
ordinance on liquidity ratios;
(d) Treasury bills, bonds and other debt certificates issued by the Govern
ment, all at market value;
bonds issued by the General Mortgage Bank, the City Mortgage Bank
and the Residential Credit Bank, as well as bonds issued after Janu
ary 1 , 1 9 5 9 by mortgage companies for housing loans, all at market
value; and
(f) short-term claims on foreign banks and bankers, as well foreign
bills rediscountable in the Riksbank to the extent that they have not
been rediscounted or sold.
The net amount of liquid assets consists of the sum mentioned in the
preceding paragraph reduced by:
debts to the Riksbank and liabilities on account of domestic bills
rediscounted in the Riksbank;
(b) debts to those credit institutions which can be subject to an ordinance
on liquidity ratios; in the case of credit institutions whose liabilities
consist mainly of deposits from a special group of credit institutions,
such deposits are deducted only up to the extent that a credit balance
with an institution in the group has been included in the assets in
the preceding paragraph (c) ;2
(c) short-term debts to foreign banks or bankers.
2 This provision would be applicable to the Sparbankernas Bank and the
Jordbrukets Bank. These two banks act as central banks for the savings
banks and the agricultural credit associations, respectively, and their deposits
therefore come mainly from those two groups of institutions.

(a)

(e)

as

(a)
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When justified in view of the circumstances the Riksbank may decide
that other assets be included among the liquid assets or that certain kinds of
liabilities in accordance with the second paragraph may not be deducted
when calculating the net amount. The Riksbank may also decide that assets
in foreign currency, after deduction of debts in such currency, shall not be
included among the liquid assets by more than what corresponds to a
certain percentage of the total liabilities of the credit institution with the
exceptions mentioned in Article 5.

Art. 5. In calculating the liquidity ratios the following liabilities are
deducted from the liabilities:
(a) debts that have been deducted in accordance with Article 4;
credits granted but not utilized;
(c) guarantees;
deferred debentures which, with the King's permission, are not
regarded as deposits;
(e) loans obtained from the National Pensions Insurance Fund in con
nection with relending.
When justified in view of the circumstances, the Riksbank may permit
other kinds of liabilities to be exempted.

(b)
(d)

Art. 6. The minimum percentage of the liquidity ratio shall be determined
by the Riksbank. The percentage may not exceed twenty-five in the case of
the savings banks and the agricultural credit associations and fifty in the
case of other credit institutions.
When deemed appropriate the Riksbank may divide the credit institutions
concerned into groups for which different percentages may be determined.
The division into groups shall be based either on the total amount of liabili
ties of the institutions except those mentioned under Article 5 or on the
type of business.

Art. 7. The cash ratio shall be the ratio at a given date of calculation
between the deposits of the credit institution with the Riksbank and the
total liabilities of the institution, with the excepion of those mentioned under
Article 5.
The minimum percentage to which the cash ratio shall amount shall be
determined by the Riksbank. The percentage may not exceed fifteen. The
provision in the second paragraph of Article 6 may be applied in this case
also.
Art. 8. Irrespective of an ordinance by virtue of this Act, commercial
banks, savings banks and agricultural credit associations shall observe the
reserve requirements laid down in the Banking Act, the Savings Bank Act
and the Act on Agricultural Credit Associations.
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Art. 9. A credit institution that is or could be subject to an ordinance by
virtue of this Act is under obligation to furnish the Riksbank on demand
with such information as the Riksbank deems appropriate in order to judge
if an ordinance is necessary and to determine and calculate the ratios.
Regulations on the dates of calculation as well as on the obligation to
submit information are issued by the Riksbank.

Art. 10. If the liquidity ratio or cash ratio maintained by a credit insti
tution is smaller than that stipulated, the institution shall, when demanded
by the Riksbank, pay interest on the deficit to the State. The interest is calcu
lated for the period from the preceding date of calculation or, if no preced
ing calculation has taken place, from the coming into force of the ordinance
to the date of calculation at which the deficit was established. The rate of
interest is determined by the Riksbank; it may not exceed four per cent per
annum in the case of liquidity ratios, and in the case of cash ratios it may
not exceed a rate equivalent to three percentage points above the Riksbank's
lowest discount rate for bills up to three months.
When applying the provisions of the preceding paragraph, the Riksbank
may allow the balancing of surpluses and deficits during a certain period
(balancing period) . In that case the interest shall be calculated on the
average deficit at the dates of calculation within the balancing period
and for that period.
If an agricultural credit association has not maintained the liquidity ratio,
the Riksbank may grant exemption from the obligation to pay interest
stipulated in this Article, provided that all agricultural credit associations
together have complied with the liquidity requirements. What is said in
the previous sentence shall be applied analogously, in the case of liquidity
ratios as well as cash ratios, to the Post Office Savings Bank and the postal
giro service. When justified in view of special circumstances, an institution
may also in other cases be relieved, entirely or partially, from the obliga
tion to pay interest.
Art. I I. Appeals may not be made against decisions taken by the Riks
bank in conformity with this Act.

1. This Act shall enter into force on July 1 , 1962, when the Act of June 3,
1 949 (No. 3 14) authorizing the King to issue under certain conditions
special regulations on the liquid assets of banking companies expires.
2. The new Act shall be valid up to and including June 30, 1968. The
provisions of the Act shall be valid before it comes into force in respect of
such measures as are necessary for the application thereafter.
3. The provisions of the earlier Act shall continue to be applicable to
circumstances relating to its period of validity.
4. An ordinance issued by virtue of the new Act may not be in force
after the expiration of the Act.
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The Investment Ratio Act, 1962

1

Art. 1. If because of extraordinary conditions it is deemed necessary in
order to secure long-term credits for the State or for housing, the King may,
at the request of the Board of Directors of the Riksbank and in accord
ance with what is said in this Act, ordain that investment ratios shall be
observed. An ordinance shall be valid for a fixed period or until further
notice.
The Riksbank shall issue the regulations necessary for the application of
the ordinance.

Art. 2. An ordinance concerning investment ratios may include the
insurance companies, the savings banks, the Post Office Savings Bank, the
postal giro service or the boards administering the National Pension Insur
ance Fund.
In respect of the insurance companies and the savings banks, the ordi
nance may be limited to those institutions which have funds or a balance
sheet total reaching an amount specified separately for each kind of institu
tion, or those institutions whose business meets certain requirements. When
special circumstances warrant, a credit institution may be exempted from
the ordinance.

Art. 3. The investment ratio is the relation between the change during
a period fixed in advance (period of calculation) in the investments of the
institution according to Article 4 (priority investments) and the change
during the same period in the total of the investments of the institution with
the exceptions given in Article 5.
The changes shall be calculated on a cash basis or from face values or,
in those cases where such values are not applicable from other values,
according to the regulations issued for application of the ordinance.

In computing the investment ratio, priority investments shall be:
(a) cash, checks and bank deposits after deduction of bank debts;
(b) government bonds or other government debt instruments;
bonds issued by the General Mortgage Bank, the City Mortgage Bank
and the Residential Credit Bank, as well as bonds issued after
January 1, 1959 by mortgage companies for housing loans;
(d) loans secured by mortgages on property or on leasehold rights
where the greater part of the buildings are used as dwellings; loans
granted during the period of the ordinance may, however, be classed
as priority investments only if they are related to new buildings;
Lag om placeringskvot for vissa kreditinrattningar (placeringskvotslag) ,
given Stockholms slott den 25 maj 1962 (Law Concerning Investment
Ratios for Certain Credit Institutions, No. 257 of May 25, 1962). As
amended by Act No. 2 1 1 of May 26, 1965. In the version given here,
the word Article (Art.) corresponds to the sign § in the Swedish text.
Art. 4.

(c)

1
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(e) loans which are fully guaranteed by municipalities or similar public
bodies and which are granted for buildings the greater part of which
are used as dwellings; loans granted during the period of the ordi
nance may, however, be classed as priority investments only if they
are related to new buildings;
(f) properties owned by the credit institution of which the greater part
are used as dwellings, after reduction for mortgage loans encumber
ing the property; properties acquired during a period when an
ordinance according to this Act is in force shall be considered as
priority investments only if the buildings are new or to the extent
that the value of the property is equivalent to that of another
property which meets the requirements and which has been sold.
Credits to municipalities are considered equivalent to lending according
to (e), to the extent that such lending corresponds to the calculated value of
land leased on leasehold terms.
In special circumstances the Riksbank may permit other investments to be
considered as priority investments, provided that they are related to new
buildings used predominantly for dwellings.

Art. 5. In calculating the investment ratio, the following items are deducted from the total investments of the credit institution:
(a) debts, deducted according to Article 4;
(b) loans granted by life insurance companies against policies;
( c ) loans granted by the National Pension Insurance Fund in connection
with relending; 2
(d) relending loans granted by the institution.2
In special cases the Riksbank may permit other kinds of assets to be
exempted in the calculation of investment ratios.

Art. 6. The minimum percentage of the investment ratios is determined
by the King. The percentage may not exceed eighty.
When appropriate the credit institutions falling under the provisions of
this Act may be divided into different groups with different percentage ratios
for each group. The division into groups shall be based on the size of their
total investments or on the type of business.
If during the period of calculation the investment total should diminish,
the investment ratio shall be replaced by the provision that, except for the
exemptions listed in Article 5, the percentage of the investment total con
sisting of priority investments shall not be reduced.

Art. 7. A credit institution for which investment ratios are or can be
prescribed is under obligation to furnish the Riksbank on demand with
2 Banks extend loans to contributing employers under the National
Pension Insurance system (relending) ; such loans are subject to given rules
and are refinanced by a loan from the National Pension Insurance Fund to
the bank.
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such information as the Riksbank deems appropriate in order to judge if
an ordinance is necessary and to determine and calculate the ratios.
Regulations on dates of calculation as well as on the obligation to submit
information shall be issued by the Riksbank.

Art. 8. If a credit institution has not maintained the stipulated invest
ment ratio or met the requirements of the third paragraph of Article 6, the
institution shall, when demanded by the Riksbank, pay interest on the
deficit to the State for the calculation period in which the deficit arose. For
subsequent calculation periods interest is calculated on the deficit remain
ing after deduction of surpluses during these periods. Interest is not to be
charged for more than five years from the calculation period in which the
deficit arose, nor for any period after the ordinance has expired without
being immediately followed by a new ordinance. The rate of interest is
two per cent a year.
When applying the preceding provisions, the Riksbank may allow the
balancing of surpluses and deficits during a certain period (balancing
period). In that case the balancing period replaces the calculation period
in the calculation of interest.
If the Post Office Savings Bank or the postal giro service have not main
tained the investment ratio, the Riksbank may grant exemption from the
obligation to pay interest, provided that the two institutions taken together
have complied with the investment requirements.
When justified in view of special circumstances, an institution may also
in other cases be relieved, entirely or partially, of the obligation to pay
interest.
Art. 9. Appeals may not be made against decisions taken by the
Riksbank in conformity with this Act.

1. This Act shall enter into force on July 1, 1962 and be valid until
June 30, 1968. The provisions of the Act shall be valid before it comes into
force in respect of such measures as are necessary for the application
thereafter.
2. An ordinance issued by virtue of this Act may not be in force after
the expiration of the Act.

©International Monetary Fund. Not for Redistribution

680

SWEDEN

The Interest Control Act, 1962

1

Art.
The King may, at the request of the Board of Directors of the
Riksbank, ordain that the stipulations set forth below concerning the
Riksbank's authority to require reports, to prescribe maximum interest rates ,
to prescribe minimum interest rates and to require an application for per
mission before the issue of certain instruments of indebtedness, shall be
applied entirely or partially if, because of extraordinary conditions, it is
deemed necessary in order to achieve the aim fixed for the monetary
policy of the Riksbank.

I.

Art. 2. In this Act every payment that is a remuneration for the lending
of money and does not cover only special costs in connection with the loan,
is considered as interest.
Art. 3. The provisions of this Act do not affect interest the calculation
or determination of which is subject to special provisions by law or other
public statute or otherwise by royal decision.

Art. 4. The Riksbank may prescribe the obligation to report. In respect
of deposits, the obligation may apply to credit institutions or others which
receive deposits on accounts commonly used by banks. In respect of the
lending of money, it may apply to commercial banks, savings banks, agricul
tural credit associations, the Post Office Savings Bank, the postal giro service,
insurance companies and the boards administering the National Pension
Insurance Fund. Interest-bearing insurance claims on life insurance com
panies, due for payment, are also considered as deposits.
The obligation to report may cover rates of interest and other conditions
applied to deposits or to lending and also changes of interest rates on
deposits and increases of interest rates on loans. In the last case, it may
also be prescribed that the report shall be made not less than eight days
in advance of the day when the change is intended to come into force and
that it shall give the reasons for the change.

Art. 5. The Riksbank may fix maximum or minimum rates on deposits
mentioned in Article 4 and maximum rates on loans from the credit
institutions mentioned in the same Article. Different rates may be fixed for
different types of deposits or loans.
Regulations in accordance with this provision may be issued for a definite
period no longer than six months. The period may be prolonged for further
periods of no more than six months.
Lag om riintereglering och emissionskontroll (riinteregleringslag), given
Stockholms slott den 25 maj 1962 (Act Concerning Control of Rates of
Interest and Bond Issues, No. 258 of May 25, 1962). As amended by
Act No. 212 of May 26, 1965. In the version published here, the word
Article (Art. ) corresponds to the sign § and the Swedish word bankaktie
bolag has been translated as commercial bank.
1
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Art. 6. The Riksbank may prescribe that bonds, deferred debentures or
other debt instruments designed to be sold in the market must not be issued
without the permission of the Riksbank. Debt instruments of the National
Debt Office are exempted from this provision.

Art. 7. The control of the observance of this Act shall be carried out
by the authority appointed by the King for this purpose.
Those subject to the provisions of maximum or minimum rates of interest
must on request give the authority all the information which is deemed
necessary by the authority in order to carry out the control.

Art. 8. A credit institution which has exceeded the maximum rate
prescribed by the Riksbank shall, on the request of the Riksbank, pay to
the State twice the amount by which the interest has differed from the
maximum.
The provisions of this Article shall also be applicable when credit insti
tutions or others which accept deposits according to Article 4 have paid
interest at a rate higher than a maximum rate or lower than a minimum
rate prescribed by the Riksbank.
When justified in view of special circumstances, the obligation to pay
may be dispensed with entirely or partially.

Art. 9. If bonds, deferred debentures or other debt instruments men
tioned in Article 6 are issued without permit, the issuer shall at the request
of the Riksbank pay to the State an amount corresponding to one half of
one per cent of the total amount issued for each year of the maximum
currency of the loan.
What is said in Article 8, third paragraph, shall be applied also in this case.
Art. 10. Information obtained under Articles 4 and 7 must not be dis
closed unless this is necessary to achieve the purpose of those provisions.

Art. l l . Appeals may not be made against decisions taken by the
Riksbank in conformity with this Act.
The King enacts the further regulations necessary for the application of
this Act.

1. This Act shall enter into force on July 1, 1962, when the Act of Decem
ber 7, 1 95 1 (No. 767) concerning control of rates of interest, etc., expires.
2. The new Act shall be valid up to and including June 30, 1968. The
provisions of the Act shall be valid before it comes into force in respect of
such measures as are necessary for the application thereafter.
3. The provisions of the earlier Act shall continue to be applicable to
circumstances relating to its period of validity.
4. An ordinance issued by virtue of the new Act may not be in force
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after the expiration of the Act. What is provided in the Act about the
consequences of violations of the maximum or minimum rates or of the
obligation to obtain a permit before issuing certain debt instruments or of
the obligation to observe secrecy shall, however, be valid also after the
expiration of the Act.
5. Regulations issued by virtue of Article 5 shall not be an obstacle to
the application of agreements on interest entered into before the coming
into force of the regulation. An agreement may be applied, if there is a
right to terminate it, during a period corresponding to the term of notice
and otherwise as long as the agreement runs. Regulations under Article 6
shall not be applicable to debt instruments offered to the public before the
regulation had come into force.
The Banking Act, 1955 1
SUMMARY
The B anking Act, 1 95 5 , comprises 1 94 articles, grouped under
the following headings : Introductory Provisions (Arts. 1 -3 ) , For
mation of a B anking Company (Arts. 4-22 ) , Share Certificates
and Shareholders' Register (Arts. 23-25 ) , Payment for Shares
(Arts. 26-3 1 ) , Increase of the Share Capital (Arts. 32-44) ,
Reduction of the Share Capital ( Arts. 45-49 ) , Legal Reserve
Fund and the Right of a General Meeting to Dispose of the
Company's Property by Dividends or Otherwise (Arts. 50-52) ,
Scope of Business Activities (Arts. 5 3-70 ) , Board of Directors
(Arts. 7 1 -8 8 ) , Annual Account of the Board of Directors (Arts.
89-94 ) , Audit ( Arts. 95-103 ) , General Meetings (Arts. 1 041 08 ) , Action Against a Director and Others (Art. 1 09 ) , Alteration
of the Articles of Association and Certain Other Cases Where
a Special Plurality of Votes at a General Meeting Is Required
(Arts. 1 1 0-1 1 4 ) , Legal Action Against a Resolution Adopted at
a General Meeting (Arts. 1 1 5- 1 1 6 ) , Prolongation of Royal

Lag om bankrorelse (banklagen) , given Stockholms slott den 31 mars
1 955 (Act Concerning Banking Business, No. 183 of March 3 1 , 1955), as
amended through July 3 1, 1966. The Act entered into force on January I ,
1 956. For the Swedish text of the original Act, see
1 955 : 1 83. An English translation, including amendments adopted
in 1 956, has been published by the Swedish Banks Association ( 1958).
In the summary presented here, the word Article (Art.) corresponds to
the sign § in the Swedish text, and the Swedish word
has
been translated as bank.
1

samling,

Svensk Forfattnings
bankaktiebolag
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Charter (Art. 1 1 7 ) , Liquidation and Dissolution (Arts. 1 1 8-146 ) ,
Supervision of Banking Companies (Arts. 1 47- 1 62 ) , Registration
(Arts. 1 63 - 1 74 ) , Appeals Against Decisions by the Supervisory
and Registration Authority (Art. 1 75 ) , Damages (Arts. 1 7 6- 1 8 1 ) ,
Penalties (Arts. 1 82- 1 8 6 ) , and Special Provisions ( Arts. 1 871 94 ) . The provisions which appear to be of particular interest are
summarized below.
The Act concerns banking companies ( hereafter usually referred
to as banks ) which have obtained authorization from the King
( royal charter ) to carry on banking business. The latter term
includes acceptance of money deposits from the public (Art. 1 ) . 2
Apart from duly authorized banks in the sense of Art. 1 , only the
Sveriges Riksbank, the Post Office Bank, the General Mortgage
Bank, and the savings banks may use the word "bank" in the name
of their firm or for the purpose of describing their business activity
(Art. 2 ) .3
Persons who intend to establish a bank shall draft articles of
association, file them with the supervisory authority ( the Bank
Inspection Board, pursuant to Art. 1 62 ) , which in turn will
transmit the articles of association to the King for approval.
There shall be at least ten founders, all of whom must be Swedish
citizens residing in Sweden ( Arts. 3 and 4) .
The King will examine the articles of association for compati
bility with the law and will consider whether special provisions are
to be included in view of the scope and nature of the projected
enterprise. The King will sanction the articles of association and
grant a charter for a period not exceeding ten years. Any change
in the articles of association has to be sanctioned by the King, unless
the King has delegated this function to the Bank Inspection Board.
When granting a charter the King may obligate the bank to accept
securities in safe custody and to perform related services as pro
vided by the law relating to guardianship and similar laws (Art. 4) .
The essential features of the articles of association of a bank are
enumerated in Art. 5 .

2 Art. 1, third paragraph, states that special provisions have been enacted
for the Post Office Bank, including the Post Office Savings Bank and the
postal giro service, the savings banks, the central associations of rural credit
societies, and the Ironmasters' Association.
3 Special provisions apply to the use of the word "bank" in the name of a
registered benevolent society (Art. 2).
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The name of a banking company shall contain the word "bank."
The name of a new bank shall be clearly distinct from that of an
existing one and from that of any foreign bank that is widely known
in Sweden (Art. 6 ) . 4
The share capital shall be divided into shares of equal denomina
tions expressed in Swedish currency. The shares shall have the
form of certificates issued in the name of an individual person
(Art. 7 ) .
When a charter has been granted, the founders shall prepare a
subscription list, including statements on the amount to be paid
for a share, the period within which a share shall be paid for, and
the period within which the statutory meeting is to be held (Art. 9 ) .
Subscriptions for shares shall be made on the original subscrip
tion list or on a duly certified copy of that list. Copies of the
charter resolution and the articles of association shall be attached
to the subscription list (Art. 1 0 ( 1 ) ) .
The share subscription shall cease to be an obligation if the
statutory meeting does not adopt a resolution to form the bank
within the specified period or if the application to register the bank
has not been made within one year from the date the charter was
granted (Art. 1 3 ) .
The founders shall publish a notice of the date and place in
Sweden of the statutory meeting, which is to be held within the
period indicated in the subscription list. At this meeting, the
founders shall present the lists on which subscriptions to shares
have been made, the charter resolution, and the articles of associa
tion (Art. 1 5 ( 1 ) ) . At the statutory meeting a resolution to form
the company shall be presented for voting. If all those entitled
to vote second the resolution or if, where a poll is taken, a
majority of voters having an aggregate share of more than one
half of the share capital represented at the meeting and at least one
fourth of the total share capital vote for the resolution, the bank
shall be deemed to be in existence. If the necessary minimum
vote in favor of the resolution is not cast, the proposal to form the
bank is rejected (Art. 1 5 ( 2 ) ) .
When a bank has been formed, its board of directors and
auditors shall be elected at the statutory meeting (Art. 1 6 ) .

Under Art. 170, a firm that is already entered in a register may, if the
registered name of a bank is similar to its own, bring action to disallow
the use of the name by the bank and to claim damages.
4
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Shares in a bank may be acquired through subscription or trans
fer only by Swedish citizens and Swedish companies and associa
tions ( Art. 1 8 ) .
When the board of directors and the auditors have been elected,
the bank may be registered in accordance with the relevant provi
sions of the Act, provided that the minimum capital has been fully
paid (Art. 1 9 ) .
Prior to the date of its registration, the bank cannot acquire
rights, assume liabilities, or be party to any action in a court of
law or before any other authority (Art. 20 ) .
If the bank is not registered within the prescribed period, the
board of directors is responsible, jointly or individually, for the
reimbursement of payments-subject to specified deductions or
increments-received by the board as subscriptions to shares
( Art. 2 1 ) .
Application for registration of a bank shall be made by the
board of directors not later than one year from the date the
charter was granted (Art. 22 ) . The minimum information required
is enumerated in Art. 22.
Normally any increase of the share capital by means of new
share offerings requires prior approval by a general meeting.
Where such action would necessitate an alteration of the articles
of association, the decision may be taken only after the alteration
has been sanctioned (Art. 3 2 ) .5
The resolution to increase the share capital shall state the amount
by which the share capital may be increased and shall contain
certain other information prescribed in Art. 3 3 . The new shares
shall be paid in full not later than one year from the date the
resolution to increase the share capital was adopted by the general
meeting (Art. 4 1 ) .
The number of shares fully paid for shall be reported for
registration not later than six months from the expiration of the
period within which payment may be made (Art. 42 ) .
The board of directors may, notwithstanding the provisions of
Arts. 32-42, decide to increase the share capital subject to the
subsequent approval of a general meeting. Under this procedure
the appropriate notice to the public and the information on the

Art. 8 ( 1 ) states that the share capital may be fixed at a higher or lower
amount than that indicated in the articles of association, if an express
provision to this effect has been incorporated in the articles.
5
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decision to the shareholders may be issued forthwith and subscrip
tions to the new shares may be solicited. However, the decision to
increase the share capital may not be entered in the shareholders'
register before it has been approved by the general meeting (Art.
43 ) . If, at the end of a financial year and after a decision on
distribution of profits has been taken by the general meeting, a
bank has at its disposal undivided profits not set aside for a
reserve fund, the share capital may be raised by converting such
profits into capital (Art. 44 ) .
If a bank under its articles of association is empowered to fix
its share capital at a lower or higher amount without alteration of
the articles, the share capital may be reduced by a redemption of
shares, but not below the minimum share capital specified in the
articles (Art. 45 ) ; otherwise, a resolution of the general meeting
to reduce the share capital is required (Art. 46 ) .
A resolution to reduce the share capital under Art. 46 which
does not provide for the transfer to the legal reserve fund of an
amount equal to the capital reduction may be effected only with
the concurrence of the competent court (Art. 47 ( 1 ) )
A bank may not acquire its own shares in any other manner
than that provided for in Arts. 45 and 46 (for example, by redemp
tion, retirement of shares without repayment, or reduction of face
value) or accept its own shares as collateral. A contract which
disregards this prohibition shall be null and void (Art. 49 ) .
Of the net profits of a bank during a financial year, at least 1 5
per cent shall b e set aside for the legal reserve fund until that fund
equals 50 per cent of the capital. A reduction of the legal reserve
fund is permissible only to cover a loss which cannot be covered by
other existing reserves (Art. 50) .
The general meeting is exclusively responsible for determining,
in accordance with the articles of association, whether and to what
extent a dividend shall be paid out of the profits and distributed
( Arts. 5 1 and 5 2 ) .
The various business activities which banks governed by the Act
may transact are specified in Arts. 5 3-70. A bank may receive
deposits, grant loans and advances, and engage in related trans
actions. The rights and obligations of a bank insofar as it acts as
a broker are governed by special provisions not included in this
Act (Art. 5 3 ) .
.
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A bank may deal in domestic and foreign currencies, gold,
checks, bills of exchange, money orders, and other evidences of
debt intended for general circulation, except instruments conferring
a right to payment only after the issuers' other creditors have been
satisfied (forlagsbevis) . A bank may, subject to Art. 55, acquire
real estate for its own use as office space or as living quarters for
an officer of the bank; it may also acquire shares in a company
which administers real estate for the above-mentioned purposes.
Moreover, it may acquire furniture and equipment necessary for
the conduct of its business (Art. 54 as amended by Act No. 85 of
April 1 0, 1 959 ) .
To safeguard its rights arising from a claim and if it otherwise
would incur a considerable loss, a bank may purchase at public
auction or on the stock exchange, or accept in settlement of a
claim, shares, debentures, or property which have been pledged as
collateral. The securities, real estate, or other property rights
acquired under Art. 5 5 should be sold as soon as feasible. Any
acquisition by a bank pursuant to this Article shall be promptly
reported to the Bank Inspection Board ( Art. 5 5 ) .
A bank may grant credit only against adequate security in the
form of movable or immovable property of the borrower or a
claim against a person other than the borrower; however, the
following unsecured credit transactions are permissible : ( 1 ) credit
to the Government, a municipality, or other comparable entity,
to a public credit society or institution whose statutes have been
sanctioned by the King, and to another bank, a savings bank, or a
foreign bank; ( 2 ) short-term credit to a businessman who is con
sidered creditworthy ; ( 3 ) discounting of a bill of exchange drawn
by a reliable person but prior to its acceptance by the drawee;
and ( 4) credits up to an aggregate amount equal to one tenth of
the bank's capital, provided that individual credits to small busi
nessmen may not exceed SKr 75 ,000 or, in all other instances, may
not exceed SKr 1 5 ,000 ( Art. 56 as amended by Act No. 6 1 5 of
December 7 , 1 962 ) .
Overdrafts are repayable within twelve months and credits in
the form of loans are generally repayable within six months ; how
ever, loans for a period of ten years may be granted up to a maxi
mum of SKr 1 50,000, provided that the aggregate amount of such
loans does not exceed 20 per cent of the capital of the creditor
bank (Art. 57 as amended by Act No. 6 1 5 of December 7, 1 962 ) .
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A bank is generally precluded from granting credit to its manag
ing director or deputy managing director, to a voting member of the
board of directors, or to an auditor or deputy auditor; however,
certain exceptions covering credits against specified collateral or
credits not exceeding SKr 25,000 are set forth (Art. 5 8 ) .
Where shares serve as collateral for a bank credit, the following
limitations shall be observed : ( 1 ) there shall be a reasonable
margin between the market value and the amount of the credit;
( 2 ) the amount of the credit outstanding shall at no time exceed
the market value of the shares held as security; ( 3 ) shares in a
company whose main business is dealing in shares, holding shares,
or managing shareholdings are not acceptable as collateral. The
same limitations apply to certain debt certificates (forlagsbevis)
issued by banks (Art. 59 ) .
The provisions of Arts. 56, 5 8 , and 5 9 shall apply correspond
ingly to guarantee obligations assumed by a bank (Art. 60 as
amended by Act No. 1 47 of April 27, 1 956 ) .
The Act, in addition to providing in Art. 5 6 ( 4 ) for quantitative
limitations on credit to individual borrowers, obligates banks not
to grant credit to a single borrower or to a group of borrowers who
share an essential economic interest ( viisentlig ekonomisk intres
segemenskap ) to an extent that would endanger the financial
position of the creditor bank; the same principle applies to guaran
tees assumed by a creditor bank (Art. 6 1 ) .
Art. 62 sets forth upper limits for deposit liabilities which banks
may undertake. These limits are fixed ( 1 ) in reference to a
bank's capital and reserves, in particular where the combined
capital and reserves do not exceed SKr 5 million, and ( 2 ) by refer
ence to specified assets such as cash, credit balances at the Sveriges
Riksbank, the postal giro service, and other Swedish banks, checks
drawn on Swedish monetary institutions, Treasury bills, and bonds
issued by the Swedish Government.
Banks are required to maintain at all times cash reserves in the
form of liquid assets, that is, cash and claims payable on demand
or at less than one month's notice amounting to at least 25 per
cent of their short-term liabilities ( excluding guarantees and sav
ings deposits ) , plus at least 4 per cent of their other liabilities (Art.
63 ) . 6
6

For the text of Art. 63, see below, pp. 694-695.
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A bank may not reserve for itself a share of the profit of any
transaction which it may not lawfully enter into or carry out,
whether the profit accrues in connection with a credit contract or
whether it arises from any other business forming part of the bank's
activities. Moreover, apart from dividend payments or other pay
ments due to a bank as an owner of shares, a bank may not be
offered participation in the profits of a business which the bank
is not entitled to conduct itself ( Art. 64 ) .
A bank may not make any credit contingent on a commitment
by the borrower to deposit with the creditor bank as a time
deposit an amount which equals, or constitutes a part of, the sum
which has been extended as credit for a period exceeding six
months or as a deposit subject to more than six months' withdrawal
notice (Art. 65 ) .
Banks governed by the Act have no right to issue notes or
similar evidences of debt payable to bearer ; however, banks may
issue interest-bearing debentures with a face value of not less than
SKr 1 00 (Art. 66 ) .
A bank may refund money deposited in a savings account only
after the expiration of fixed periods of notice, which as a minimum
shall be one week; the board of directors may, however, consent to
a withdrawal on shorter notice if such withdrawal is not deemed to
impair the interests of the bank. The amount credited to one
depositor's savings account together with all interest accrued,
whether recorded in one or more passbooks, shall not exceed
SKr 5 0,000 (Art. 67 as amended by Act No. 6 1 5 of December 7,
1 962 ) .
A bank may establish a branch office in a place where it does not
already maintain an office only with the permission of the King,
which will be granted only if it is considered to be in the public
interest. A bank which opens a branch in a place where it
already has an office must report such opening promptly to the
Bank Inspection Board (Art. 68 ) .
In places where a bank is not entitled to maintain its principal
office or a branch office, it may carry on deposit or loan business,
or solicit deposit or loan business, only through a duly authorized
bank, savings bank, or rural credit fund (Art. 69 ) .
A bank shall have a board of directors comprising not less than
five and not more than fifteen members. The members of the
Board shall be Swedish citizens residing in Sweden. Only one out
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of every five members of the board may be an official of the bank
(Arts. 7 1 and 72) .
The board of directors shall be elected at a general meeting,
unless the articles of association provide that one or more of the
board members shall be selected in a different manner (Art. 73 ) .
The board of directors shall select one of its members to be
managing director; if required, more than one managing director
may be appointed. The board shall also appoint one of its mem
bers as deputy managing director (Art. 7 4 ) .
The chairman of the board shall be elected by the board, unless
the chairman has been elected by the general meeting or unless the
articles of association provide that one of the members of the
board who has not been selected by election shall be the chairman.
A managing director or an official of the bank may not be chairman
( Art. 7 7 ) .
The chairman shall convene meetings of the board as frequently
as prescribed in the articles of association and whenever necessary
or requested by a member of the board (Art. 7 8 ) .
The presence of more than one ha1f of the members of the
board constitutes a quorum, unless the articles of association
require a larger number ( Art. 79 ) .
The board of directors shall administer the bank in accordance
with the Act, the articles of association, or the decisions of the
general meeting (Arts. 7 1 and 84) . The board of directors shall
issue instructions to the appropriate officers of the bank and shaH
as soon as possible transmit copies of the instructions to the Bank
Inspection Board (Art. 7 4) . The board may delegate the exer
cise of its powers to individual members of the board or to other
persons, except those expressly reserved for the board in Art. 74
(such as the opening or closing of a branch office, the appoint
ment or dismissal of members of the permanent staff, and the fixing
of general rates of interest for deposits and advances ) .
The board of directors is generaiiy empowered to act on behalf
of the bank or to represent the bank before courts and other
authorities in accordance with the provisions of the Act (Art. 8 1 ;
Arts . 74 and 8 3 are also relevant ) .
Individual members of the board may not be party to any
transaction or take part in any decision in which they have a
personal interest (Art. 80 ) .

©International Monetary Fund. Not for Redistribution

BANKING ACT, 1955

69 1

The board of directors shall render an account of the activities
of the bank for each financial year. Such an account shall include
a balance sheet stating the position of the bank at the end of the
financial year; a profit and loss account; and a report on the
administration of the bank during the year. These statements
shall be signed by all the members of the board; however, any
dissenting opinion by any member of the board which has been
recorded in the minutes shall be attached to the account. The
board shall have the report on the preceding financial year trans
mitted to the auditors at least one month before the annual general
meeting ( Art. 89 ) . The Act specifies in Arts. 9 1 -94 certain
principles which are to be observed in the bookkeeping practices
of banks and in the preparation of their balance sheets, profit and
loss accounts, and annual reports.
The accounts of a bank shall be audited by at least two auditors
selected at the annual general meeting and one or more auditors
appointed by the Bank Inspection Board in accordance with Art.
1 49 of the Act (Art. 95 ) . Auditors and deputy auditors shall be
appointed annually to hold office until the next annual general
meeting (Art. 96 ) . The auditors shall appoint among themselves
a chairman whose duty it shall be to direct the audit and to
convene meetings of the auditors as frequently as necessary (Art.
98 ) . Art. 99 enumerates specific principles and practices which
auditors shall observe in the discharge of their duties. The signed
audit report for the financial year shall state the result of the
examination and, where appropriate, whether in the view of the
auditors the financial statement submitted to them, the book
keeping of the bank, the inventory of its assets, or the administra
tion and conduct of the bank's activities gives cause for censure.
Where there is cause for any censure, it shall be stated in the
audit report. The auditors may also include in their report such
other observations as in their opinion should be brought to the
attention of the shareholders (Art. 1 02 ) .
The ordinary general meeting shall be held within three months
after the end of the financial year (Art. 1 0 6 ) . The shareholders
may vote at, and participate in, these meetings in accordance with
Art. 1 04 of the Act and the provisions of the Companies Act
enumerated therein. At this meeting the board of directors
shall present the account and the audit report for the preceding
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financial year for discussion and approval; the meeting shall also
decide upon the disposition of the bank's profit or loss as set out
in the profit and loss account (Art. 1 06 ) .
Application for the prolongation of a bank's charter shall be
submitted to the B ank Inspection Board for appropriate action by
the King not later than sixteen months prior to the expiration of
the charter. Such application presupposes that a resolution to
this effect was duly adopted at the ordinary general meeting (Art.
1 17 ) .
The Bank Inspection Board shall ensure that a bank in all its
actions observes the provisions of this Act; of other Acts insofar
as they affect banking; of its articles of association; and of the
resolutions and decisions of the general meeting and the board of
directors. Moreover, the B ank Inspection Board shall follow all
other activities of a bank with a view to safeguarding the interests
of the customers and the soundness of the banking enterprise
( Art. 1 47 ) . Supervision shall be carried out on the basis of
documents and such other information as may be obtained in the
course of a bank examination, which shall take place as often as
necessary or when ordered by the King (Art. 1 48 ) .
The Bank Inspection Board may convene meetings of the board
of directors of a bank whenever it considers this necessary. If
the board of a bank fails to comply with a request of the Bank
Inspection to convene an extraordinary general meeting, the Inspec
tion may itself convene such a meeting (Art. 1 5 0 ) .
Anyone who by royal ordinance is empowered to represent the
Bank Inspection Board shall have the right to attend a general
meeting of a bank or a meeting of its board of directors convened
by the Bank Inspection and to participate in the discussions (Art.
1 50 ) .
The Bank Inspection Board may give detailed directives to
banks on the manner in which the accounts shall be recorded and
presented and on the safekeeping of documents of value
[vardehandlingar] (Art. 1 5 1 ) .
B anks are required ( 1 ) to make their cash and other assets
accessible to examination at any time by officials of the B ank
Inspection Board; ( 2 ) to submit monthly statements promptly to
the Bank Inspection, indicating their assets and liabilities as well
as the rates of interest which were p ayable on credits of, or
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deposits with, the bank during the month under review ; and ( 3 )
to submit to the B ank Inspection, as soon as possible, the annual
accounts of the bank and the minutes of the ordinary general
meeting (Art. 1 5 2 ) .
The Bank Inspection Board may order that a decision or
resolution of the board of directors or of the general meeting which
is incompatible with the Act or the articles of association shall
not be carried out. Where such a decision or resolution has been
put into effect, the Bank Inspection may enjoin the board of
directors to take remedial steps and to fulfill its obligations under
the Act and the articles of association. In case of a serious
infringement of the Act or of the articles of association, the Bank
Inspection shall report the incident to the King, who may revoke
the charter of the bank (Art. 1 5 3 ) .
The Bank Inspection Board may, even if there is no infringe
ment of the law, make such observations to a bank on the conduct
of its business as it considers appropriate. Where the Bank
Inspection finds that the management of a bank acts in a manner
prejudicial to the public interest, it may prescribe corrective
measures. If the board of directors fails to take these measures,
the Bank Inspection may report this to the King, who may revoke
the charter of the bank (Art. 1 5 4) and, if he wishes, order his
decision to be registered (Art. 1 5 6 ) . When the B ank Inspection
issues an injunction or prohibition under the Act, it may impose
penalties (Art. 1 57 ) .
If a bank enters into liquidation, the Bank Inspection Board may
appoint a representative who shall be present at the meetings of
the liquidators, have the right to have his opinion recorded in the
minutes, and otherwise supervise the liquidation (Art. 1 5 8 ) .
A bank shall make an annual contribution, equaling a specified
percentage of its own capital and liabilities, to defraying the cost
of the B ank Inspection Board; the percentage shall in no case
exceed three thousandths of one per cent. A bank shall also be
obliged to pay to an auditor, public trustee, or liquidation auditor
such remuneration as is determined by the Bank Inspection (Art.
1 59 as amended by Act No. 60 1 of December 6, 1 963 ) .
No official of the Bank Inspection Board may be an employee
or a member of the board of directors of a bank ( Art. 1 60 ) .
The date on which a bank commences business and on which
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it enters into liquidation shall be published in the official gazette
and also reported to the Bank Inspection Board (Art. 1 6 1 ) .
The Bank Inspection Board also functions as the registration
authority for the purposes of the Act (Art. 1 74 ) .
I f a bank is granted registration, the Bank Inspection Board
shall inter alia have the following information entered in the
register : the date of the royal charter and the resolution to form
the bank; the name of the bank; the objectives of the bank; the
amount of the share capital as a fixed sum or, where the capital
may be fixed at a lower or higher amount without an alteration of
the articles of association, the minimum and maximum share
capital; the face value of the shares; information on the paid-up
capital and on the time within which payments have to be made on
subscribed capital; the seat of the registered office of the board of
directors ; the time of year at which the ordinary general meeting
of the bank is to be held; the complete names and addresses of
every member and deputy member of the board of directors, and
also of any other person authorized to sign on behalf of the bank
(Art. 1 65 ) . There also shall be recorded in the register any
report which has been completed subsequent to the registration of
the bank and which under the Act is to be filed with the Bank
Inspection Board (Art. 1 66 ) . All that is entered in the register
of banks, except a bankruptcy report as referred to in Art. 144,
shall promptly be published by the registration authority in the
official gazette ( Art. 1 72 ) .
ARTICLE 63

A banking company shall be under the obligation to maintain, in relation
to the scope and nature of its activities, a sufficient ratio of assets easily
convertible into cash.
The ratio of such liquid assets, inclusive of the cash in the tills, shall equal
an amount of no less than the sum of
(a) twenty-five per cent of the bank's liabilities payable at demand or
at less than one month's notice, exclusive, however, of its liabilities
in the form of obligations under guarantees and of deposits on
savings accounts;
four per cent of the bank's liabilities that on the ground of (a)
shall not be taken into account when calculating the liquidity ratio,
exclusive, however, of obligations under guarantees and of bonds
or other comparable liabilities.

(b)
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If the liquidity ratio falls below the requirement just laid down, it shall
be raised to the stipulated figure as soon as possible.
An asset of the nature described in the first paragraph of this Article, if
pledged as security, may not be taken into account when calculating the
liquidity ratio; however, where the asset has been pledged as security for
a credit obtained by the bank but not wholly drawn upon, such asset may
be taken into account up to the amount outstanding which the bank is
entitled to receive under the credit contract.

The Monetary Unit :

A Note

The basic monetary unit of Sweden is the krona, in accordance
with Art. 3 of the Monetary Act, 1 87 3 (see below) .
On the legal and factual status of the krona in the period 1 8731 95 1 , see Rene Sedillot, Toutes les monnaies du monde: Diction
naire des changes ( Paris, 1 955 ) , pp. 1 06-1 07 ; see also Eli F.
Heckscher, A n Economic History of Sweden (Cambridge, Mass.,
1 954 ) .
Par Value. With effect from November 5 , 1 95 1 , Sweden agreed
with the International Monetary Fund on an initial par value of
0. 1 7 1 783 gram of fine gold per krona or 5 . 1 73 2 1 kronor per U.S.
dollar.

The Monetary Act, 1873 1

Art. I. Gold shall be the sole standard of value in the Realm and shall
consequently serve as the basis for its monetary system.

Art. 2. The unit of weight of the monetary system of the Realm shall
be the metric gram.

Art. 3. The unit of currency shall be called the krona. The krona is
divided into one hundred ore.
1 Lag om rikets mynt (Act No. 3 1 ) of May 30, 1873, as amended through
July 3 1, 1966. In the version published here, the word Article (Art.)
corresponds to the sign § in the Swedish text.
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Art. 4. Of gold are struck three principal coins, viz., one for five, one
for ten, and one for twenty kronor. Out of one thousand grams, i.e., one
kilogram, of fine gold are coined:
four hundred and ninety-six five-krona pieces, or two hundred and forty
eight ten-krona pieces, or one hundred and twenty-four twenty-krona pieces.
The gold coins are struck of mint gold, which is an alloy of nine hundred
parts by weight of fine gold and one hundred parts by weight of copper.
Consequently,
each five-krona piece shall weigh 2.24015 grams and contain 2.016129
grams of fine gold,
each ten-krona piece shall weigh 4.4803 grams and contain 4.032258
grams of fine gold,
each twenty-krona piece shall weigh 8.9606 grams and contain 8.064516
grams of fine gold.

Art. 5. For subsidiary coins shall be used either silver alloyed with
copper or with copper and nickel or with some other metal suitable for
the purpose, or cupronickel, or else bronze or iron.

Of silver shall be struck coins of the following face value, viz.,
two kronor,
one krona,
fifty ore,
twenty-five ore,
ten ore.
Further, subject to a decision to that effect of the King in Council,
silver coins of a face value of five kronor may be struck.
Silver coins shall be struck of an alloy containing at least forty hundredths
of fine silver.
One hundred pieces of silver coin shall contain the following minimum
quantity of fine silver, viz.,
five-krona pieces: nine hundred and fifteen and two-tenths grams,
two-krona pieces: five hundred and sixty grams,
one-krona pieces: two hundred and eighty grams,
fifty-ore pieces: one hundred and ninety-two grams,
twenty-five-ore pieces: ninety-two and eight-tenths grams,
ten-ore pieces: fifty-seven and six-tenths grams.
Of cupronickel, subject to a decision to that effect of the King in Council,
coins of the following face value may be struck, viz.,
fifty ore,
twenty-five ore,
ten ore.
Art. 6.

five ore,
two ore,
one ore.
Art. 7.

Of bronze are struck coins of the following face value, viz.,
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Of iron, subject to a decision to that effect of the King in Council, coins
of the following face value may be struck, viz.,
five ore,
two ore,
one ore.

Art. 8. The maximum remedy allowance above or below the standard
fineness of gold prescribed by Article 4 shall be fifteen ten-thousandths of
fine gold of the gross weight of each piece.
The maximum remedy allowance above or below the standard weight
prescribed by Article 4 shall be:
for each twenty-krona piece: fifteen ten-thousandths,
for each ten-krona piece: twenty ten-thousandths,
for each five-krona piece: thirty ten-thousandths,
of the prescribed standard weight of each piece; when gold is coined,
however, it shall be observed that the remedy allowance in weight for each
quantity of ten kilograms of mint gold may not exceed five grams.

Art. 9. Anyone who delivers gold to the Royal Mint for coining is
entitled to obtain in exchange twenty-krona pieces or ten-krona pieces,
although against payment, to cover the minting expenses, of one-fourth
per cent for twenty-krona pieces and one-third per cent for ten-krona
pieces, of the value of the amount coined.
Five-krona pieces are coined only on behalf of the Treasury or the
Sveriges Riksbank, in the latter case against payment, to cover the minting
expenses, of one-half per cent of the value of the amount coined.
lrt. 10. Subsidiary coins may not be made or struck in the Realm
on behalf of private persons.

Art. 1 1 . The King in Council will issue further regulations relating to
the composition of the alloys of which silver coins, cupronickel coins and
bronze coins shall be struck, to the weights of the silver coins, to the
number of subsidiary coins of other kinds to be coined out of a certain
quantity of metal, and to the maximum remedy allowance with regard to
the fineness of silver and weight of the silver coins.
The King in Council will issue special regulations relating to the diameter,
impress, inscription, edge and other particulars of the design of the principal
and subsidiary coins, as well as regulations to be applied by the Royal Mint
in regard to assaying and weighing, delivery of gold for coining, etc.
Art. 12. Gold coins struck in pursuance of the provisions of the present
Act are legal tender in relation to anyone up to any amount, on the
conditions specified below.
The subsidiary coins shall be accepted to an unlimited amount in payments
to the State revenue departments. No one else shall be obliged to accept
in one payment a larger amount than fifty kronor in five-krona pieces,
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twenty kronor in two-krona and one-krona pieces, five kronor in smaller
silver coins or cupronickel coins, one krona in bronze coins, and one krona
in iron coins.

Art. 13. Any gold, silver, cupronickel, bronze or iron coin that has
been defaced or damaged through scraping, filing, boring, soldering or other
unlawful action shall have ceased to be legal tender.
Defaced or damaged Swedish silver, cupronickel, bronze or iron coins
may, however, on such conditions and at such date as the King in Council
may determine, be redeemed by the Royal Mint at their full face value,
provided that the damage has not caused any substantial diminution in the
weight of the coins and that the person who presents such coins for
redemption may be deemed to have received them bona fide without having
neglected ordinary precautions on receiving them and that there is no reason
to presume that he himself has willfully caused the damage.

Art. 14. Twenty-krona pieces and ten-krona pieces cease to be legal
tender in relation to State revenue departments when they have lost, through
wear and tear, more than two per cent, but in relation to all others when
they have lost more than one half per cent of their standard weight
prescribed by Article 4 of the present Act. The gold five-krona piece ceases
to be legal tender in relation to State revenue departments when it is so
worn that it cannot be discerned beyond doubt whether it has been coined
on behalf of the Realm, but in relation to all others when it has lost more
than six-tenths per cent of the weight mentioned.
Subsidiary coins cease to be legal tender in relation to State revenue
departments when they are so worn that it cannot be discerned beyond
doubt whether they have been coined on behalf of the Realm, but in relation
to all others when the impress, through wear and tear, has become indistinct.

Art. 15. Coins that have ceased to be legal tender in relation to anyone
and silver coins that have lost four per cent or more of their prescribed
standard weight may not, after having been received by any of the State
revenue departments, be again put into circulation.

Art. 16. At the head office of the Sveriges Riksbank, as well as at its
branch offices at Goteborg and Malmo, anyone is entitled to have any
amount of such coins as are legal tender only in relation to State revenue
departments exchanged for an equivalent amount of current coins of the
same kind. Likewise anyone is entitled, at the said offices of the Riksbank,
to have any amount divisible by ten kronor of subsidiary coins exchanged
for gold coins; these provisions shall not, however, be applied during a
period for which the Riksbank has been exempted from the liability to
redeem notes issued by the Bank in gold on presentation. By special
regulations it is laid down at what other places such exchange as is
mentioned in the present Article shall take place.
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Art. 1 7. The provisions of Article 12, the first paragraph of Article 1 3
and Articles 14, 15 and 1 6 relating to the coins of the Realm, their validity
as means of payment, their exchange at their face value and issue by State
revenue departments, shall, subject to the conditions specified in agreements
between Sweden, Norway and Denmark, be applied also to gold, silver,
cupronickel, bronze and iron coins struck for Norway and Denmark in
pursuance of such agreements.

Art. 18. At such State revenue department or departments as the
King in Council may decide upon, the Sveriges Riksbank is entitled upon
demand to have any amount divisible by ten kronor of such Swedish
subsidiary coins as are legal tender in relation to the State revenue
departments exchanged for gold coins or Riksbank notes.
Special provisions are laid down in regard to the redemption of defaced
or damaged Swedish silver, cupronickel, bronze or iron coins.

Bretton Woods Agreements Measures
NoTE : -Upon the introduction of a bill by His Majesty the
King of Sweden (Bill No. 8 9/ 1 950) and after a report of the
B anking Committee of the Riksdag (No. 8 / 1 950) , the Riksdag of
1 950 authorized the Swedish Government (Riksdag's Letter No.
1 52/1950) to take the measures necessary for Sweden to become
a member of the International Monetary Fund and the Inter
national B ank for Reconstruction and Development. The perti
nent text of these documents is reproduced below.

Excerpts from His Majesty's Bill No. 89/1950

Government Bill to the Riksdag concerning Sweden's entrance
as a member of the International Monetary Fund and the
International B ank for Reconstruction and Development, etc.;
done at Drottningholm Castle on February 1 0, 1 950.

His Majesty the King proposes to the Riksdag, with reference to the
attached summary of the ministerial proceedings on current financial affairs,
that it approve the proposal which the responsible Minister has requested
be submitted to the Riksdag.
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Excerpts from Report No. 8/1950 of the Banking
Committee of the Riksdag

Report with reference to His Majesty's Bill concerning Sweden's
admission to the International Monetary Fund and the Inter
national Bank for Reconstruction and Development, etc.
[April 1 8, 1 950]

In His Majesty's Bill No. 89, dated February 10, 1950, which was
referred to the Banking Committee for its preliminary findings, the Govern
ment, with reference to the summary of the ministerial proceedings on
financial affairs of the same date, attached to the Bill, proposed to the
Riksdag that it:
(1 ) authorize the Government, in accordance with the recommendations
made in the Bill, to take the steps required for Sweden's admission
to the International Monetary Fund and the International Bank for
Reconstruction and Development, and to furnish the guarantee
stipulated by the Board of Directors of the Riksbank to cover any
losses which might be incurred by the Riksbank on account of the
membership in question,
(2) authorize the Riksbank to contribute the capital subscription,1
( 3) should Sweden not become a member of the above-named institutions,
authorize the Government to enter into the special exchange agree
ments provided for in Article 24, paragraph 6, of the Havana Charter
for an International Trade Organization and Article XV, paragraph 6,
of the General Agreement on Tariffs and Trade.
. . . On the basis of the above considerations, the Committee recommends
that the Riksdag approve His Majesty's present Bill.
Riksdag's Letter No. 1 52/1950

Riksdag's Letter to the King with reference to His Majesty's Bill
concerning Sweden's admission to the International Monetary
Fund and the International Bank for Reconstruction and Devel
opment, etc. [May 9, 1 950]

To the King:
With the transmittal of a printed copy of the Banking Committee's
Report No. 8 with reference to His Majesty's Bill (No. 89) concerning
1 Sweden's initial quota in the Fund, US$100 million, was increased to
US$150 million with effect from September 15, 1959, and to US$225
million with effect from March 24, 1966 (pursuant to Resolutions of the
Board of Governors of the Fund Nos. 14-1 and 20-7, respectively) . Also,
the Sveriges Riksbank is a participant in the Fund's General Arrangements
to Borrow, for amounts not exceeding SKr 5 17,320,000 (equivalent to
US$100 million) ; see Appendix VI, below.
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Sweden's admission to the International Monetary Fund and the Inter
national Bank for Reconstruction and Development, etc., the Riksdag
announces that the Riksdag's finding is in agreement with what the Com
mittee proposes in the report.

PUBLICATIONS OF THE SVERIGES RIKSBANK
Arsbok (annual, 1908-). The Yearbooks for 1950-1956 include English
versions of the tables and related materials; those for 1957-1960 con
tain a virtually complete English version of the Swedish text. Beginning
with 1961, the English version appears as a separate volume with the
title Yearbook.
Bibliographical Note

Sveriges Riksbank, 1 668-1918 [-1924]: Bankens tillkomst och verksam
het (Sveriges Riksbank, 1668-1918 [-1 924]: The Establishment of

the Bank and Its Activities) , (published for the Riksbank by P. A.
Norstedt & Soner, Stockholm, 1 918-1931 ) , 5 vols.
The first volume ( 19 18 ) includes Sven Brisman, "Den Palmstruchska
Banken, 1657-1668" (The Palmstruch Bank, 1657-1668 ) , pp. 1-80;
"Riksens SH:inders Bank under den karolinska tiden [1668-1718]" (The
Bank of the Estates of the Realm During the Reign of Karl XI and
Karl XII [1668-17 18]) , pp. 8 1 -230; and statistical tables and legislation
pertaining to the years 1668-1718.
The second volume ( 1919) includes Car! Hallendorff, "Riksens
Stiinders Bank, 1719-1766" (The Bank of the Estates of the Realm,
1719-1766 ) , pp. 1-3 10; Excursus on various subjects, pp. 3 12-388; and
legislation pertaining to the years 1719-1766.
The third volume ( 1920) includes Arthur Montgomery, "Riksbanken
och de valutapolitiska problemen, 1719-1778" (The Riksbank and
the Problems of Exchange Policy) , 228 pp.; Carl Hallendorff,
"Bankens oden fran Mossviildet till den andra realisationen ( 17661803 ) " (The Fortunes of the Bank from Mossviildet to the Second
Liquidation of Credit Notes ( 1766-1803 ) , 296 pp.; Excursus on various
subjects, pp. 297-357; and legislation pertaining to the period 17681803.
The fourth volume ( 193 1 ) includes Sven Brisman, "Tiden 18031834" (The Period 1803-1834), 175 pp.; David Davidson, "Tiden
1834-1860" (The Period 1 834-1860), 232 pp.; Sven Brisman, "Den
stora reformperioden, 1860-1904" (The Period of the Great Reform,
1860-1904) , 226 pp.; and K. G. Simonsson, "Riksbanken som
centralbank, 1904-1924" (The Riksbank as a Central Bank, 19041924), 63 pp.
The fifth volume ( 193 1 ) includes statistical tables for the period
1668-1924, prepared by the Statistical Department of the Riksbank,
221 pp.; Karl Lofstrom, "Fullmiiktige i Riksbanken: Personhistoriska
uppgifter" (Executives of the Riksbank: Biographical Information),
94 pp.; K. G. Simonsson, "Riksbankens sedeltryckeri och pappersbruk"
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(The Riksbank's Note Printing Office and Paper Mill), 57 pp.; and
Oscar Montelius, "Mynt och sedlar" (Coins and Notes) , 142 pp.

PUBLICATIONS RELATING TO BANKING AND CENTRAL
BANKING
Ahren, F. "The Lending Activities of the Swedish Commercial Banks,"
in
A Series of Lectures
Delivered at the Third International Banking Summer School, SaltsjjiS
baden, September 1950 (Stockholm, 1950), pp. 243-263 .
.Akerlund, H.,
(Sweden's Monetary System and the Proposal for a New Riksbank
Law), (Stockholm, 195 1 ) .
Clayton, G., "Sweden," in R. S. Sayers, ed.,
(Oxford, 1962), pp. 259-297.
EklOf, K., "Den nya kreditpolitiken och bostadsfinansieringen" (The
New Credit Policy for Home Financing) ,
(Stockholm) , vol. 42 ( 1958 ) , pp. 220-230.
Fischler, Josef,
2nd ed. (Heidelberg, 1965 ) .
Jalakas, Rudolf, "Banking in Sweden," i n H . W . Auburn, ed.,
3rd ed. (London, 1966), pp. 141-145.
Kock, K.,
1924-1958, (The Credit Market
and Interest Rate Policy, 1924-1958), (Stockholm 1961-1962).
Lindh, Sven, "Sveriges Riksbank," in
(London and New York, 1963 ) , pp. 308-336.
Lindahl, Erik, "Synpunkter pa den svenska penninglagstiftningen" (Com
ments on Sweden's Monetary Legislation) , in
(Uppsala, 1959), pp. 251-269 and 421-422.
Rooth, Ivar, "Riksbanken som centralbank" (The Riksbank as Central
(Stockholm) , February 1960, pp. 127-132.
Bank),
Thunholm, Lars-Erik, "The Commercial Banks in the Economy: New
Perspective and New Activities,"
Skandinaviska
Banken (Stockholm) , No. 2, 1964, pp. 3 1-37.
(The Swedish Credit System) , 5th ed.
(Stockholm, 1962 ) .
, "Sweden," i n B . H . Beckhart,
(New York,
1954), pp. 657-692.
Vikbladh, lnge, "Das schwedische Bankwesen,"
(Vienna) , March 1957, pp. 1 1 1-123.
RELATED LAWS
BILLS OF EXCHANGE AND CHECK LAW
Checklag (Check Act) of May 13, 1932.
Vaxellag (Bills of Exchange Act) of May 13, 1932.
See also section entitled "Schweden" (text in Swedish and German) in
Schettler and Biieler,
(Cologne, 1957-, loose-leaf) .

Economic Conditions and Banking Problems,
Sveriges penningviisen och forslaget till ny riksbankslag
Banking in Western Europe
Svensk Sparbanks Tidskrift
fur die
Wirtschaftspraxis,Schwedisches Handels- und VerfahrensrechtCompara
tive Banking,
Kreditmarknad och riintepolitik,
Eight European Central Banks
Festskrift tilliignad
Halvar Sundberg
Ekonomisk Revy
Quarterly Review,
, Svenskt Kreditviisen
Banking Systems
Osterreichisches Bank
Archiv

---

---

Das Wechsel- und Scheckrecht aller Liinder

Lag om aktiebolag (Joint-Stock Companies Act) of September 14, 1944.

COMPANY LAW
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Publication of Statutes and Regulations

Statutes, ordinances, and treaties are published, as soon as they
are promulgated, in Die Eidgenossische Gesetzessammlung, which
is issued at irregular intervals as an annex to the Bundesblatt
der Schweizerischen Eidgenossenschaft. The Bundesblatt contains
resolutions and other rules emanating from the Executive Power
as well as the texts of bills and related reports of parliamentary
committees. Die Bereinigte Sammlung der Bundesgesetze und
Verordnungen, 1848-1947, comprising ten volumes of laws and
ordinances, four volumes of treaties, and one index volume (Bern,
1 949- 1 95 5 ) , is a consolidated edition of the laws, ordinances,
and treaties in force on December 3 1 , 1 947 . The two periodicals
and the collection are published in French, German, and Italian,
the corresponding French titles being, respectively, Recueil ofjiciel
des lois, Feuille jederale, and Recueil systematique des lois et
ordonnances de la Confederation suisse, 1848-1947. The Schwei
zerische Handelsamtsblatt (Feuille ofjicielle suisse du commerce)
carries other public notifications.
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The National Bank Law, 1953 1
NoTE :-The Swiss National Bank was established by virtue of
the Federal Law of October 6, 1 905, to serve as the country's
central bank. On June 20, 1 907 the Bank began operations,
including the exercise of the note-issue monopoly conferred on
it by the Confederation. The Bank is presently governed by the
Federal Law on the Swiss National Bank of December 23, 1 9 5 3
(see below ) , which should b e read i n conjunction with Article 3 9
o f the Federal Constitution as amended i n 1 95 1 ( also published
below, p. 724 ) .

The Federal Parliament o f the Swiss Confederation, by virtue of
of the Federal Constitution, and having considered
Articles 39 and
a message of April 21, 1953 from the Federal Council, RESOLVES:

64bis

I. GENERAL
Art. 1.-( 1 ) The exclusive right to issue bank notes is hereby granted
by the Confederation to a central bank of issue, which shall be known by
the names
Schweizerische Nationalbank;
Banque nationale suisse;
Banca nazionale svizzera.
(2) It shall be vested with the rights of a juristic person and shall with
the participation and supervision of the Confederation be managed in
compliance with the provisions of this Law.

Art. 2.-( 1 ) The principal task of the National Bank shall be to regulate
the country's monetary circulation, facilitate payments transactions, and
implement a credit and monetary policy serving the general interests of
the country. It shall advise the Federal authorities in monetary matters.
(2) It shall furthermore carry out the tasks which the Confederation has
assigned to it in the fields of cash transactions, coinage, administration of
moneys and securities, investment of public funds, administration of the
national debt and issue of loans.
The official title of the Law in German is Bundesgesetz tiber die
Schweizerische Nationalbank vom 23. Dezember 1953. The Law entered
into force on July 1, 1954 by virtue of a Resolution of the Federal Council.
For the original text in German, see
1954, Part 1, pp. 599-618.
1

Die Eidgenossische Gesetzessammlung,
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Art. 3.-( 1 ) The National Bank shall have its legal and administrative
seat in Bern, where the General Meeting of Shareholders and, as a rule, the
meetings of the Bank Council and the Bank Committee shall take place.
(2) The seat of the Directorate shall be in Zurich.
( 3 ) The Directorate shall be divided into three Departments. Two of the
Departments shall have their seat in Zurich and one in Bern.

Art. 4.-( 1 ) Transactions of the National Bank shall be carried out in
Bern and Zurich by its head offices, in the principal commercial centers by
and elsewhere by agencies.
branch offices
(2) Before establishing a branch office or agency the Bank shall obtain
the approval of the cantonal government concerned. In case of a dispute
between a canton and the National Bank, the Federal Council shall have
the final decision.
(3) A canton or semi-canton that has no branch office may request that
an agency be established within its territory.
( 4) Upon request of the cantonal government such an agency shall be
assigned to the cantonal bank.

[Zweiganstalten],

Art. 5.-( 1 ) The basic capital of the National Bank shall amount to
fifty million francs. It shall be divided into one hundred thousand registered
shares of five hundred francs each.
(2) Half the Bank's basic capital shall be paid up. Payment of the
remainder or of partial amounts shall be made at the decision of the Bank
Council and at a time announced by it six months in advance.
( 3) Shareholders who fail to make their payments on time shall pay
default interest
of five per cent. If, upon notification by
registered mail that payment is due, they do not make such payment within
the prescribed period, they may be declared to have forfeited their rights
resulting from the possession or subscription of shares and also the partial
payment which they have already made.
(4) To replace shares canceled in this manner new shares shall be issued.

[Verzugszinsen]

The basic capital of the National Bank may be increased
Art.
by decision of the General Meeting. The decision shall require the approval
of the Federal Parliament, which shall furthermore decide the manner in
which the new capital shall be raised.
(2) In allotting shares the smaller subscriptions shall be considered first,
so that each subscriber receives at least one share.

6.- (1)

Art. 7. Only Swiss nationals, Swiss public-law corporations, general and
limited partnerships, and juristic persons, with principal residence in
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Switzerland, shall be eligible to be entered in the Shareholders' Register
or to subscribe to new shares.

Art. 8.-( 1 ) Shares shall be transferred by assignment of the title
together with an endorsement.
(2) Each transfer shall be subject to the approval of the Bank Committee.
Unless at least six members of the Bank Committee approve, the Bank
Council shall decide.
(3) If approval is given, the Bank Committee shall have the transfer
recorded on the title and entered in the Shareholders' Register.
( 4) Upon being entered in the Shareholders' Register the transfer of a
share shall become legally valid with respect to the National Bank.

Art. 9.-( 1 ) The National Bank shall recognize as shareholders only
persons listed in the Shareholders' Register; they alone shall have the right
to vote.
(2) It shall recognize only one representative for each share.

Art. 10. Shares shall carry the facsimile signatures of the Chairman of
the Bank Council and the President of the Directorate and, furthermore,
the handwritten signature of the official responsible for maintaining the
Shareholders' Register.

Art. 11.-(1 ) Notifications to shareholders shall be sent by registered
mail to the last address listed in the Shareholders' Register and shall be
published in the
(2) For announcing dividend payments a single publication in the
shall suffice.
(3) Publication prescribed by law shall be in the
With respect to other announcements the Bank Committee
shall decide their manner of publication.

Schweizerische Handelsamtsblatt.
Schweizerische Handelsamtsblatt
delsamtsblatt.

Schweizerische Han

Art. 12.-( 1 ) The National Bank shall not be subject to any taxation by
the cantons. Its documents and the receipts which it issues shall be exempt
from cantonal stamp taxes.
(2) This exemption shall not apply to cantonal and communal transfer
fees and other fees for special services by cantons and municipalities.

Art. 13. The provisions of Title Twenty-Six of the Swiss Law on
Obligations; relating to joint-stock companies, shall be applicable to the

The term Law on Obligations refers to that part of the Swiss Civil Code
usually referred to as Schweizerisches Obligationenrecht and which is
based primarily on the Federal Laws of March 30, 1 9 1 1 and December 18,
1936.
2
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National Bank insofar as the present Law does not contain provisions to
the contrary.
11. SCOPE OF OPERATIONS OF NATIONAL BANK

Art. 14. The National Bank is empowered to engage in the following
transactions:
l . Discounting: Swiss bills and checks bearing the signatures of at least
two persons independent of each other and known to be solvent; Federal
Treasury bonds; cantonal or municipal Treasury bills bearing the signature
of bank; Swiss bonds eligible as collateral and Federal Debt Register
claims.
The maturity of discounted claims may not exceed three months.
2. Buying and selling: Treasury bills and bonds of the Confederation
and the Federal Railways, Federal Debt Register claims, bonds of cantons
and cantonal banks in the sense of the Federal Law on Banks and Savings
Banks, and mortgage bonds issued by the Swiss central mortgage institutions.
3. Buying and selling: checks drawn on payees abroad bearing the
signatures of at least two persons independent of each other and known to
be solvent and having a maturity not exceeding three months; easily
realizable bonds of foreign governments with a maturity not exceeding
three months; foreign sight balances.
4. Granting interest-bearing current-account advances at up to ten days'
notice against the security of Swiss bonds, Federal Debt Register claims,
discountable bills and gold in bars or coins.
Shares and participations in cooperatives are not eligible as security for
such advances.
subject to
5. Issuing discount and security assurances
a time limit for claims and securities that in conformity with items 1 and 4
are eligible for discount or as security.
6. Accepting deposits non-interest-bearing account subject to Article
15(1).
7 . Conducting the giro, clearing and collection systems.
8. Opening correspondent accounts with domestic and foreign banks;
delivering Swiss and foreign checks.
9. Buying and selling gold for its own account.
1 0. Buying and selling gold and silver for the account of others.
1 1 . Issuing gold certificates.
12. Undertaking the custody and management of securities and valuables,
a

[Lombardzusagen]

en
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the purchase and sale of securities and subscriptions for the account of
others.
1 3. Acting as a subscription office for bond issues of the Confederation,
the cantons, enterprises guaranteed by a canton and the central mortgage
institutions, but excluding participation in the actual acquisition of bonds.

Art. 15.-( 1 ) The National Bank shall accept payments for the account
of the Confederation and shall make payments to others on behalf of the
Confederation up to the limit of the credit balance of the Confederation.
It may pay interest on credit balances of the Confederation. The National
Bank shall furthermore undertake the custody and management of securities
and valuables given into its care by the competent Federal agencies. It shall
maintain the Federal Debt Register in the name of and on behalf of the
Confederation. The National Bank shall carry out its activities for the
account of the Confederation free of charge.
(2) The National Bank shall participate in the investment of Federal
public funds, in the issuing of bonds of the Confederation and in the coin
service
Art. 16.-(1 ) The National Bank shall regularly publish its discount
rates and its interest rates on loans.
(2) It shall publish weekly returns showing its assets and liabilities.

[Miinzdienst].

Ill.

Art. 17.-(1 ) The National Bank shall, commensurate with the volume
of transactions and in conformity with the provisions of this Law, issue
bank notes, for which it alone shall bear responsibility.
(2) The manufacture, delivery, withdrawal from circulation and destruc
tion of notes shall take place under the supervision of the Federal Finance
and Customs Department.
ISSUE, COVER, REDEMPTION AND WITHDRAWAL OF BANK NOTES

Art. 18. The fixing of the denominations of notes to be issued shall
require the approval of the Federal Council."

Art. 19.-(1 ) The equivalent value of notes in circulation shall be on
hand: in gold coins and gold bars; in Swiss and foreign bills and checks
" By virtue of Art. 43( 1 ) , item 7, of this Law, the Bank Council of the
National Bank on June 10, 1954 adopted a Decision concerning the
denominations of bank notes to be issued by the National Bank. Art. 1
of this Decision reads: "The Swiss National Bank shall issue bank notes
in denominations of five, ten, twenty, fifty, one hundred, five hundred and
one thousand francs." Art. 2 provides that the Decision shall enter into
force, subject to the approval of the Federal Council, on July 1 , 1954. By
a Resolution of June 29, 1954, the Federal Council approved the above
mentioned Decision and repealed its Resolution of October 3, 1921 which
had authorized the Swiss National Bank to issue bank notes in denomina
tions of five francs and twenty francs.
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with a maturity not exceeding three months as well as in sight balances in
foreign countries (Article 14, items 1, 2 and 3 ) ; in Treasury bills and bonds
of the Confederation and the Federal Railways, Federal Debt Register claims,
bonds of the cantons and cantonal banks in the sense of the Federal Law
on Banks and Savings Banks, and mortgage bonds of the Swiss central
mortgage institutions with a maturity not exceeding two years; in current
account claims resulting from advances against collateral;
against bonds
and Federal Debt Register claims pursuant to the provisions of Article 14,
item 4 and ( b ) against gold (Article 14, item 4).
(2) The gold cover shall amount to at least forty per cent of the notes
in circulation. The minimum gold cover shall remain in safekeeping in
Switzerland.

(a)

Art. 20.-(1 ) The National Bank shall be obligated always to accept its
notes at their nominal value in payment or for the formation of credit
balances.
(2) The public cash offices of the Confederation shall also be obligated
to accept the notes of the National Bank in payment at their nominal value.

Art. 21.-( 1 ) The National Bank shall be obligated, subject to Article 22,
to redeem its notes at their nominal value, at its discretion either with Swiss
gold coins or with gold bars of the legal standard weight:
(a) at its head office in Bern in any amount;
( b ) at its head office in Ziirich, its branch offices, and the agencies
maintained by the Bank, insofar as the gold on hand and the Bank's
own requirements permit it to do so and in any case within a period
sufficient to have the required gold sent from its main cash office.
(2) The redemption service shall be organized in accordance with the
requirements of the locality.

Art. 22. In time of war or in time of disturbed monetary conditions the
Federal Council may relieve the National Bank of the obligation to redeem
its notes and may declare them legal tender, in which case the National Bank
shall remain obligated to maintain the value of the franc at the parity
prescribed by law; when buying and selling gold it shall observe the price
limits to be fixed by the Federal Council.'
• On June 29, 1954 the Federal Council adopted a Resolution concerning
the legal tender of bank notes and the suspension of their redemption in
gold, providing as follows:
"ART. 1. The bank notes of the Swiss National Bank shall be legal tender;
they shall be accepted in payment by everyone without limitation.
"ART. 2. The Swiss National Bank shall be relieved of the obligation to
redeem its bank notes against Swiss gold coins or gold bars pursuant to
Article 2 1 of the Federal Law on the Swiss National Bank of December 23,
1953.
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Art. 23.-( 1 ) The National Bank shall withdraw worn and damaged
notes from circulation. It shall provide compensation for damaged notes,
provided that their series and numbers are recognizable and the holder
presents a part that is larger than half or proves that the missing part of
the note has been destroyed.
(2) The National Bank shall not provide any compensation for destroyed,
lost or counterfeit notes.

Art. 24.-( 1 ) The National Bank may with the approval of the Federal
Council withdraw from circulation note denominations, types and series.
(2) The public cash offices of the Confederation shall accept the with
drawn notes in payment at their nominal value for six months after the
first notice of withdrawal.
(3) The National Bank shall be required to exchange the withdrawn
notes at their nominal value for twenty years after the first notice of
withdrawal.
( 4) The equivalent value of notes not presented for exchange within this
period shall accrue to the Swiss fund for aid in respect of uninsurable
damages by the forces of nature.

IV.

RENDERING OF ACCOUNTS, RESERVE FUND AND DISTRIBUTION
OF PROFITS

Art. 25.-( 1 ) The accounts of the National Bank shall be kept on a
calendar year basis.
(2) The annual balance sheet shall be rendered in accordance with the
principles laid down in the Law on Obligations."
(3) The annual accounts shall be submitted to the Federal Council for
approval before being published and before being received by the General
Meeting of Shareholders.
Art. 26.-( 1 ) To cover any losses affecting the basic capital there shall
be a Reserve Fund, which is to be built up by allocations from net profits.
(2) This Reserve Fund shall constitute part of the Bank's working capital.

Art. 27 .-( 1 ) Out of the net profits as shown in the profit and loss
account an amount that may not exceed two per cent of the Bank's basic
capital shall first of all be allocated to the Reserve Fund.
"ART. 3. When buying and selling gold the Swiss National Bank shall
apply only prices which, for deliveries in Bern, deviate by no more than
one and a half per cent above or below the price corresponding to the legal
monetary standard.
"ART. 4. This Resolution shall enter into force on July 1, 1954."
See also Art. 63, item 2(e), below, p. 72 1 .
See footnote 2, above.
5
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(2) A dividend not to exceed six per cent of the Bank's paid-up basic
capital shall then be declared.
(3) The remainder shall be distributed as follows:
(a) First, the cantons shall receive an indemnity of eighty centimes per
capita of their population. If net profits do not suffice for this, the
deficiency shall be made good during the next five years if the Bank's
finances permit.
( b ) Out of any surplus still remaining, one third shall accrue to the
Confederation and two thirds to the cantons.
( 4) The allocation to the cantons shall be made by the Federal Council
in proportion to their resident population as established by the last census.
V. ORGANS OF TilE NATIONAL BANK
Art, 28. The organs of the National Bank shall be the following:
A. For its supervision and control:
the General Meeting of Shareholders;
the Bank authorities, namely: the Bank Council, the Bank Com
mittee, the Local Committees, and the Committee of Auditors;
B. For its management:
the Directorate;
the branch managers.

a. General Meeting of Shareholders
Art, 29.-( 1 ) Any shareholder listed in the Shareholders' Register or
another shareholder duly authorized by him shall be eligible to attend the
General Meeting.
(2) Shares registered in the same name shall be represented by only one
person.
( 3) The Bank Council shall issue the necessary regulations concerning the
form that the power of representation shall take.
( 4) Members of the Bank Council and of the Directorate who are not
shareholders shall attend the General Meeting in an advisory capacity.
1. INDIVIDUAL ORGANS

Art. 30.-(1 ) The Chairman of the Bank Council shall convene the
General Meeting at least three weeks before the day of assembly.
(2) In cases which he considers urgent he may reduce this period to
eight days.
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( 3 ) The agenda shall be included i n the letter convening the meeting.
The agenda shall also list proposals that have been submitted in writing to
the Bank Council by at least ten shareholders before the letter convening the
meeting has been sent out.
( 4) No decisions shall be made with respect to matters not listed on the
agenda, with the exception of a motion to convene an Extraordinary General
Meeting which is made at the General Meeting itself. For submitting
proposals or for discussions which do not involve decisions, no announce
ment on the agenda is required.

Art. 31.-( 1 ) The Chairman of the Bank Council shall preside over the
General Meeting; if he is unable to attend, the chair shall be taken by the
Deputy Chairman or if necessary by a member of the Bank Committee to
be designated by the Bank Council.
(2) The tellers shall be chosen each time for the duration of the General
Meeting by an absolute majority of those present in an open ballot. Members
of the Bank Council shall not be eligible as tellers.
( 3) A record of the proceedings and decisions of the General Meeting
shall be kept in the form of minutes, which shall be signed by the Chairman,
the recorder of the minutes and the tellers.
( 4) The recorder of the minutes shall be designated by the Bank Council.
(5) Extracts from the minutes shall be certified by the Chairman and one
other member of the Bank Council.
Art. 32.-( 1 ) A list of persons present shall be kept showing the names
and domicile of the shareholders attending or represented at the General
Meeting and the number of shares they represent.
(2) The list of persons present shall be signed by the Chairman, the
recorder of the minutes and the tellers.
(3) If decisions are to be taken for the validity of which the law requires
a public deed to be drawn up, an authorized certifying official shall be
present at the proceedings.

Art. 33. Shareholders shall submit their requests for admission cards to
the General Meeting at least three days before the day on which it con
venes, to the Departments of the Directorate, the branch offices, or the
agencies. Admission cards shall be issued on the basis of the listing in the
Shareholders' Register.

Art. 34.-( 1 ) The General Meeting shall constitute a quorum when at
least thirty shareholders are present who together represent at least ten
thousand shares.
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(2) If a General Meeting does not constitute a quorum when first con
vened, another General Meeting shall be called immediately, and it shall
then be deemed to constitute a quorum regardless of the number of share
holders present and the number of shares represented.
( 3 ) These provisions shall be subject to Article 39.

35.-( 1) Each share shall carry one vote.
(2) Votes cast by companies and institutions incorporated under public
law shall not be subject to any limitation.
( 3) Other shareholders may not cast more than one hundred votes for
their own shares and those they represent.
Art.

Art. 36. The General Meeting shall make decisions by an absolute
majority of the votes of shares represented, subject to Article 39. If the
votes are tied, the Chairman shall decide. Balloting shall as a rule be open,
but it shall be secret if the Chairman so orders or upon request of at least
five shareholders present. Election by the General Meeting of members of
the Bank Council and of the members and alternates of the Committee of
Auditors shall be by secret ballot.

Art. 37.-( 1 ) Each year, in April at the latest, the Ordinary General
Meeting shall be held to receive the annual report and the annual accounts
and to decide on the distribution of the net profit.
(2) Before the decision is taken the report of the Committee of Auditors
shall be read.
(3) Taking note of the accounts without reservation shall be construed
as approval of the organs of the Bank in charge of administration with
respect to their management during the fiscal year.
( 4) Exrraordinary General Meetings shall be held when the Bank
Council or the Committee of Auditors considers them necessary.
(5) Moreover, Extraordinary General Meetings shall be convened by
the decision of a General Meeting or when shareholders whose combined
shares amount to at least one tenth of the Bank's basic capital request it in
a petition signed by them and stating the purpose.

Art. 38. In addition to the powers enumerated in Article 3 7 ( I ) the
General Meeting shall also be empowered:
1. to elect fifteen members of the Bank Council;
2. to elect the Committee of Auditors;
3. to decide on all matters which are submitted by the Bank Council of
its own accord for the decision of the General Meeting or which are
brought before it pursuant to Article 37 (5);
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4. to decide on an increase in the Bank's basic capital, subject to the
approval of the Federal Parliament;
5. to make proposals to the Federal Council for submission to the
Federal Parliament concerning amendment of this Law;
6. to decide, at the latest one year before the expiration of its privilege,
on the continued existence or dissolution of the Bank.

Art. 39.-( 1 ) Decisions regarding an increase in the Bank's basic capital
and with respect to proposals to the Federal Council concerning amend
ment of this Law shall be made only if at least one quarter, and in the
case of a decision regarding the continued existence or dissolution of the
Bank only if at least one half, of the total shares are represented.
(2) If a General Meeting does not constitute such a quorum when first
convened, a second General Meeting shall be called at another date not
less than thirty days later, and shall be empowered to make the decisions
envisaged in the first paragraph even if the number of shares required
therein are not represented. This shall be mentioned in the notice convening
the second General Meeting.
(3) The continued existence of the Bank after the expiration of its
privilege shall be considered to have been decided on, unless at least two
thirds of the votes cast are in favor of dissolution.

b. Bank Council
Art. 40. The Bank Council shall be comprised of forty members selected
for a term of four years, of whom fifteen shall be elected by the General
Meeting of Shareholders and twenty-five shall be selected by the Federal
Council. By a year shall be understood the period between the end of one
Ordinary General Meeting and the end of the next Ordinary General
Meeting.

Art. 41. The various sectors of the economy and the individual admini
strative divisions of the country, taking into account the major banking,
industrial and commercial centers, shall be represented on the Bank Council.

The Bank Council shall be selected in the following manner:
First, the Federal Council shall appoint the Chairman and the Deputy
Chairman. Next, the General Meeting shall elect fifteen members and shall
inform the Federal Council of its choices. Then the Federal Council shall
select the remaining twenty-three members, of whom no more than five
shall be members of the Federal Parliament and five of cantonal govern
ments.
(2) Members of the Bank Council shall be exempt from the requirement
of depositing shares as a guarantee.
Art. 42.-( 1 )
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Art. 43.- ( 1 ) In addition to the general supervision of operations and
management the Bank Council shall deal with the following:
1 . choosing eight members of the Bank Committee;
2. appointing the Local Committees;
3. making proposals regarding the choice of members of the Directorate,
their deputies and the managers of the branch offices;
examining and putting into their final form the regulations, annual
reports and annual accounts, which are prepared by the Bank Com
mittee in conjunction with the Directorate and are subject to the
approval of the Federal Council;
5. establishing regulations regarding the transfer of shares;
6. deciding on the opening or closing of branch offices and agencies;
7. fixing the denominations of notes to be issued;G
8. calling the unpaid portion of the Bank's capital;
9. withdrawing notes by denominations, types and series;
10. fixing salaries in conformity with Article 62;
1 1. confirming proposals put before the General Meeting;
12. appraising the credit rating of customers with respect to amounts
exceeding five million francs;
13. approving the purchase or sale of real estate whose price exceeds five
hundred thousand francs and approving credits for building projects
in this amount.
(2) Credit transactions involving amounts in excess of ten million francs
shall require the concurrence of at least thirty members of the Bank
Council.
(3) In all other cases decisions shall be made by an absolute majority of
votes; if there is a tie, the Chairman's vote shall count double.

4.

Art. 44.-( 1 ) Minutes shall be kept of the proceedings of the Bank
Council; upon approval they shall be signed by the Chairman and the
recorder of the minutes.
(2) The Bank Council shall nominate the recorder of the minutes.
Art. 45. All directives and documents issued by the Bank Council shall
bear the signatures of the Chairman of the Bank Council and one member
of the Directorate.
See footnote 3, above.
•
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Art. 46.-( 1 ) Members of the Bank Council may resign at any time;
however, the Bank Council shall be notified of such intention three months
in advance.
(2) When members elected by the General Meeting are to be replaced,
such action shall be taken at the next Ordinary General Meeting. However,
if the number of members elected by the General Meeting has been reduced
to twelve, an Extraordinary General Meeting shall be called to elect
replacements.
(3) When members appointed by the Federal Council are to be replaced,
the Federal Council shall appoint the replacements as soon as possible.
( 4) Replacements shall serve for the remainder of the current term.
(5) Members of the Bank Council shall be eligible for re-election.

Art. 4 7.-( 1 ) The Bank Council shall meet at least once in every calen
dar quarter. It may also be convened in extraordinary session by the
Chairman or upon demand of ten members.
(2) For a quorum the presence of a majority of its members shall be
required.
(3) If the members cannot be assembled in a number sufficient for a
quorum, the Chairman shall be authorized to call in members of the Local
Committees as alternates. In such cases, there shall be an appropriate rota
tion of the persons serving as alternates.

c. Bank Committee
Art. 48.-( 1 ) A Bank Committee appointed for a term of four years
shall carry out the more detailed supervision and control of the Bank's
management, on behalf of the Bank Council.
(2) It shall consist of the Chairman and the Deputy Chairman of the
Bank Council and other members appointed by the Bank Council. In
appointing the Bank Committee care shall be taken to see that the various
parts of the country are represented; as a rule a canton may be represented
on the Bank Committee by only one member, but in exceptional cases by
two.
(3) The Bank Committee shall meet when necessary, but at least once
a month. For a quorum the presence of a majority of its members shall be
required. In case of a tie, the Chairman's vote shall count double.
( 4) If a matter of business is either particularly urgent or not important
enough to justify calling a meeting, the Chairman may decide in writing.
Such decisions shall be submitted to the next meeting and recorded in the
minutes.
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Art.
1 ) It is incumbent upon the Bank Committee to discuss in
advance all matters to be dealt with by the Bank Council. The Committee
shall participate in an advisory capacity in fixing the official discount rate
and the interest rate on loans.
(2) It shall decide on all matters which this Law does not assign to
another of the Bank's organs.
( 3) Any loan exceeding three million francs that is not to be submitted
to the Bank Council for decision shall require the approval of the Bank
Committee.
( 4) The Bank Committee shall make proposals to the Bank Council, for
submission to the Federal Council, regarding the choice of members of the
Directorate, their deputies and managers of the Bank's branch offices.
(5) With the advice of the Directorate, the Bank Committee shall choose
the department managers and the department supervisors, as well as those
officials of the Bank with full powers to act, and shall fix their salaries.

49.-(

d. Local Committees
Art. 50.-( 1 ) Attached to each of the head offices and branch offices for
the purpose of making loan appraisals and examining liabilities resulting
from bills of exchange and secured advances shall be Local Committees
consisting of three members, whom the Bank Council shall appoint, prefer
ably from among the business and industrial circles of the locality and its
surroundings, for a term of four years.
(2) The Local Committees attached to the branch offices shall give their
opinion regarding the selection, for the branch concerned, of the manager
and of the officials with full powers to act.
(3) From among the members of a Local Committee the Bank Com
mittee shall designate the chairman and his deputy.
( 4 ) The Local Committees shall meet when necessary; the presence of
two members shall constitute a quorum.
e. Committee of Auditors
Art. 51.-(1 ) The Ordinary General Meeting shall each year elect the
Committee of Auditors, consisting of three members and three alternates.
Persons who are not shareholders shall be eligible.
(2) The Committee of Auditors shall audit the annual accounts and
balance sheet and submit to the General Meeting a written report on its
findings. The Federal Council shall also be informed of this report.
(3) The Committee of Auditors shall be entitled to examine at any time
all aspects of the Bank's business.
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f. Directorate
Art. 52.-( 1 ) The Directorate shall be the highest managing and execu
tive authority. Subject to the provisions of Articles 43 and 49, it shall in
conformity with the regulations be responsible for all action required for
the fulfillment of the functions and purposes of the National Bank. It shall
in particular, after receiving the approval of the Bank Committee and
informing the managers of the principal branch offices, fix the official
discount rate and the interest rate on loans.
(2) It shall select the officials and employees of the head office, insofar
as they are not to be appointed by the Federal Council or the Bank Com
mittee, and shall approve the appointments in the branch offices.
( 3 ) It shall make proposals to the Bank Committee for the selection of
the deputies of the Directorate, the managers of the branch offices and the
officials to be chosen by the Bank Committee.
( 4) The Directorate shall represent the Swiss National Bank vis-a-vis
third parties. It shall be the authority to which the officials and employees
of the head offices and the local managers shall be directly responsible.

Art. 53.-( 1 ) The Directorate shall consist' of three members, to which
may be added deputies and department managers.
(2) The members of the Directorate and their deputies shall be appointed
by the Federal Council for a term of six years upon the recommendation
of the Bank Council.
(3) The Federal Council shall appoint from among the members of the
Directorate a President and a Vice-President.
( 4) The Bank's operations shall be divided among three Departments
(Article 3 ( 3 ) ) . The Departments in Zurich shall be in charge of discount
ing and foreign exchange transactions, advances against collateral, giro
operations and control. The Department in Bern shall direct the issuing
of bank notes, shall manage the gold holdings and shall carry on business
dealings with the Federal Administration and the Federal Railways.
(5) The managers shall administer their Departments in accordance with
the decisions and directives of the Directorate.

g. Local Management
Art. 54.-( 1 ) Each branch office shall be headed by a manager, who
shall be appointed by the Federal Council for a term of six years upon
recommendation of the Bank Council.
(2) The manager shall be responsible for the direction and management
of the branch office in accordance with the instructions and directives of the
Directorate and the regulations.

©International Monetary Fund. Not for Redistribution

720

SWITZERLAND

( 3) He shall select the officials and employees of the branch office who
are not appointed by the Bank Committee. His appointments shall be
submitted to the Directorate for approval.
( 4) All officials and employees of the branch office shall be directly
responsible to the manager.

2. GENERAL PROVISIONS
Art. 55. The Bank authorities and all officials and employees of the Bank
shall be Swiss nationals residing in Switzerland.

Art. 56. Members of the Directorate, their deputies, the managers of the
branch offices and the department managers shall not be members of the
Federal Parliament, a cantonal government, or the Bank Council.
Art. 57. For a valid signature in the name of the National Bank the
signature of two persons whose signatures are authorized shall be required.

Art. 58. The Bank authorities as well as officials and employees of the
National Bank shall be bound to strict secrecy regarding the business rela
tions of the Bank with outside parties and matters and arrangements relating
to the Bank which, because of their nature or in accordance with special
provisions, are to be treated confidentially. The requirement of secrecy
shall remain in force even after a person has ceased to be a Bank authority
or to be employed by the Bank.
Art. 59. The Bank authorities as well as officials and employees of the
National Bank shall be subject to Federal legislation concerning the responsi
bility under civil and penal law of Federal authorities and officials.

Art. 60. The Bank authorities and officials and employees of the National
Bank may, by a decision of the executive body or the authority by which
they were elected or appointed, be dismissed upon statement of the grounds
for dismissal.
Art. 61. The competence of the Bank authorities and relations between
them, maximum and minimum salaries and the conduct of business shall be
established through regulations issued by the Bank Council, subject to the
approval of the Federal Council.

Art. 62.-( 1 ) Within the limits set by these regulations [Article 61] the
salaries of members of the Directorate, their deputies and managers of
branch offices shall be fixed by the Bank Council, and those of the
remaining officials and employees by the appointing authority.
(2) Profit sharing shall be prohibited.
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VI. PARTICIPATION O F AND SUPERVISION B Y CONFEDERATION
Art. 63. Participation of and supervision by the Confederation shall,
pursuant to the Constitution, be carried out by:
1. The Federal Parliament, by approving an increase in the Bank's basic
capital (Article 6(1 ) ) .
2. The Federal Council, by:
appointing representatives to the Bank Council (Articles 40-42) ;
( b ) appointing the members of the Directorate, their deputies and the
managers of the branch offices (Articles 53 and 54) ;
deciding in case of a dispute between a canton and the National Bank
regarding the establishment of a branch office or an agency (Article
4(2) ) ;
approving the denominations of notes to be issued pursuant to
Article 18;
( e ) relieving the National Bank of the obligation to redeem its notes
and declaring them legal tender, insofar as the required conditions
exist, in which case it shall fix the price limits to be observed by the
National Bank when buying and selling gold (Article 22) ;7
(f) authorizing the withdrawal from circulation of certain note denomi
nations, types and series (Article 24) ;
(g) making the final decision with respect to the share of the cantons [in
the Bank's net profit] (Article 27(3 ) ) ;
approving regulations issued by the Bank Council (Article 6 1 ) ;
(i) approving the annual report and the annual accounts (Article 25) ;
( k) submitting reports to the Federal Parliament.
3. The Federal Finance and Customs Department, by superv1smg the
printing, delivery, withdrawal and destruction of notes (Article 17(2)).

(a)
(c)

(d)

(h)

VII. PENAL PROVISIONS
Art. 64.-( 1 ) Counterfeiting and altering bank notes as well as putting
into circulation, importing, acquiring and storing counterfeit or altered bank
notes shall be punishable in accordance with the provisions of the Swiss
Penal Code.
(2) These provisions shall also be applicable to monetary instruments
that are put on the same footing with bank notes, especially gold certificates
that are considered to be monetary instruments under Article 65 (2).
See footnote 4, above.
1
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Art. 65.-( 1 ) Anyone who in contravention of the provisions of Article 39
of the Federal Constitution 8 issues bank notes or other equivalent monetary
instruments, and anyone who puts such bank notes or monetary instruments
into circulation, shall be punishable by imprisonment or a fine; the punish
ments may be combined.
(2) Gold certificates in the form of securities incorporating an ownership
right or claim to minted or unminted gold and made out to the bearer or
transferable as if they were bearer securities shall be considered monetary
instruments in the sense of the first paragraph.
(3) These criminal cases shall come under the jurisdiction of the Federal
judiciary system.

VIII.

DURATION OF PRIVILEGE

Art. 66.-( 1 ) The note-issue privilege shall be granted to the National
Bank for periods of twenty years each. It shall be renewed by Resolution
of the Federal Parliament.9
(2) If the Confederation does not wish to renew the privilege, it reserves
the right, following an announcement one year in advance, to take over the
National Bank with its assets and liabilities on the basis of a balance sheet
drawn up by mutual agreement or in case of dispute by a decision of the
Federal Court. The taking over shall be carried out by Federal law.
( 3 ) The Confederation may take over the National Bank in the same
manner if the General Meeting decides to dissolve the Bank.

Art, 67. In the absence of a Resolution by the Federal Parliament pur
suant to Article 66, the National Bank shall continue to be responsible for
issuing bank notes for another three years. A conflicting decision to dissolve
the National Bank shall be legally invalid.

Art. 68.-( 1 ) If the National Bank should be taken over by the Con
federation, its paid-up capital as well as five per cent interest for the duration
of its liquidation shall be refunded.
(2) The Reserve Fund, insofar as it does not have to be used to cover
losses, shall be allocated as follows:
one third, but not more than ten per cent of the paid-up capital, to the
shareholders;
See below, p. 724.
9 On December 4, 1956, the Federal Parliament resolved, by virtue of
Art. 66, to renew the note-issue privilege of the Bank; the sole article of
this Resolution reads as follows: "The exclusive right of the Swiss National
Bank to issue bank notes shall be renewed from June 2 1 , 1 957 for a period
of twenty years until June 20, 1 977."
s
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one half of the remaining sum to the Confederation for the new bank of
issue, and the other half to the cantons in proportion to their population.
( 3) Any remaining assets shall become the property of the new bank of
issue of the Confederation.
Art. 69.-( 1 ) The Federal Court shall hand down decisions as the court
of first instance with respect to:
(a) all civil-law suits arising from the issuing of notes;
(b) suits of the Confederation, cantons and other owners of shares in
the National Bank against each other or against the National Bank
with respect to net profits or compensation in connection with
liquidation;
(c) suits with respect to the drawing up of the balance sheet in connec
tion with the taking over of the National Bank by the Confederation.
(2) All other lawsuits involving the National Bank shall be settled by the
ordinary legal procedure.
IX. STATUS B EFORE THE CoURTS

Art. 70. With the entering into force of this Law, the following are
repealed:
the Federal Law of April 7, 1921-December 20, 1929 on the Swiss
National Bank;
Articles 1 and 2 of the Resolution of the Federal Council of September 27,
1936 Relating to Monetary Measures.
X. FINAL PROVISIONS

Art. 71. The Federal Council shall decide the date on which this Law
is to enter into force.1o
The Law entered into force on July 1, 1954.
10
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The Federal Constitution
(May 29, 1 874, as amended)

ARTICLE 39 1
The right to issue bank notes and any other fiduciary money is vested
exclusively in the Confederation.
The Confederation may exercise its monopoly of note issue through a
state bank under a special administration, or may confer its exercise,
subject to the right of redemption, on a central joint-stock bank administered
with the assistance and under the control of the Confederation.
The principal function of the bank holding the bank-note monopoly is
to regulate the money market in Switzerland, to facilitate payments and to
pursue credit and monetary policies that serve the general interests of the
country.
At least two thirds of the net profits of the bank, after payment of interest
or reasonable dividend on the endowment or share capital and deductions of
payments to the reserve funds, shall go to the cantons.
The bank and its branches shall be exempt from all cantonal taxation.
The Confederation may not suspend the obligation to redeem bank notes
and any other fiduciary money nor decree their compulsory acceptance
except in time of war or of disturbance of the monetary situation.
The bank notes issued must be covered by gold and by short-term credits.
This Article shall be implemented by means of Federal legislation.
1 As amended in 1951.
The Banking Law, 1934 1
SUMMARY
The Federal Law on Banks and Savings B anks was promulgated
on November 8, 1 934 and entered into force on March 1 , 1 935.2
It comprises 5 6 articles, arranged in 1 5 parts, as follows : Part I,

The official German title of the Law is Bundesgesetz iiber die Banken
und Sparkassen; there are also official French and Italian versions. For
text and detailed comments on the Law, see Robert Reimann,
8.
1 934
. . . (Zurich, 1963 ). Arts. 7-10 are published below, pp. 733-734. In
those Articles, and in the summary presented here, the word Part corresponds
and the word Article (Art.) to the German
to the German word
or its abbreviation
word
2 B y virtue of a Resolution of the Federal Council of February 26, 1935,
adopted pursuant to Art. 56 of the Law.
1

Kommentar
zum Bundesgesetz uber die Banken und Sparkassen vom November
Abschnitt (Art.).
Artikel
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__:_

_
_
_
_

Scope of the Law (Arts. 1 -2 ) ; Part II, Internal Organization of
Banks ( Art. 3 ) ; Part Ill, Own Resources and Liquidity (Arts.
4-5 ) ; Part IV, Annual Accounts and Balance Sheets (Art. 6 ) ;
Part V, Relationship of Banks to National Bank: Filing of Balance
Sheets, Investments and Credits Abroad, and Interest Rates for
Cash Obligations (Arts. 7- 1 0 ) ; Part VI, Capital Repayment
Including Special Provisions Relating to Cooperative Banks (Arts.
1 1- 1 4 ) ; Part VII, Savings Deposits (Arts. 1 5-1 6 ) ; Part VIII,
Pledge Contracts ( Art. 1 7 ) ; Part IX, Supervision and Auditing
(Arts. 1 8-22 ) ; Part X, Federal Banking Commission (Arts.
23-24 ) ; Part XI, Deferment of Due Date (Fiilligkeitsaufschub )
(Arts. 25-28 ) ; Part XII, Deferment (Stundung) (Arts. 29-3 5 ) ;
Part XIII, Special Provisions Relating to Bankruptcy and Compo
sition 3 (Nachlassverfahren) Procedures (Arts. 36-37 ) ; Part XIV,
Liability and Penal Provisions (Arts. 38-5 1 ) ; and Part XV,
Transitional and Final Provisions (Arts. 52-56 ) .
On August 30, 1 9 6 1 , by virtue of Art. 56 of the Law, the Swiss
Federal Council issued the Implementing Ordinance Concerning
the Federal Law on Banks and Savings Banks. 4 The Ordinance
supplements the Law in many respects, and its provisions are an
indispensable aid in any interpretation of the Law.
The following enterprises are subject to the Law: banks in the
strict sense; private bankers organized as individual firms or as
unlimited partnerships (Kollektivgesellschaft) or limited partner
ships ( Kommanditgesellschaft) ; savings banks; and finance com
panies, similar to banks, which publicly solicit deposits. 5 All the
foregoing types of enterprise are regarded as banks for purposes
of the Law (Art. 1 ( 1 ) ) .
The persons and enterprises that are not subject to the Law are
enumerated in Art. 1 ( 2 ) : they include industrial and commercial

debtor who has
3 Composition may be defined as an arrangement by
become unable to meet in full his monetary obligations toward his creditors,
reduction of their claims.
under which the creditors accept a
4 The official title of the Ordinance is Vollziehungsverordnung zum
Bundesgesetz iiber die Banken und Sparkassen; it entered into force on
October 1 , 1961, superseding the corresponding Ordinance of February 26,
1935 and the Resolution of the Federal Council of November 5, 1935
Relating to the Organization of the Banking Commission. For the text and
commentary on the 1961 Ordinance, see Reimann,
cit., pp. 130-171;
for Appendix I and 1 1 see ibid., pp. 172-184.
These finance companies are similar to banks in that they are, in
principle, designed to finance through loans or investments an indeterminate
p. 21.
number of other companies; see on this point Reimann,
a

pro rata

op.

s

op. cit.,
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finance companies,6 stockbrokers, administrators of estates, and
public notaries who administer moneys entrusted to them but are
not in charge of banking enterprises. 7
The Federal Banking Commission decides in cases of doubt
whether an enterprise is subject to the Law (Art. 1 ( 4) ) .
Enterprises which are not subject to the Law may not use the
term "bank" or "banker" in any combination as part of the name
of the firm, in references to the purpose of the enterprise, or in
advertisements (Art. 1 ( 3 ) ) .
It appears that cantonal banks, although not expressly mentioned
in Art. 1 ( 1 ) or Art. 1 ( 2 ) , are not completely outside the scope
of the Law. Considering that there are several clauses which
specifically exempt cantonal banks from individual provisions of
the Law ( see, for example, the discussions below of Arts. 3 , 5,
1 8 , and 3 8 ) , it may be inferred that other provisions are, in
principle, applicable also to cantonal banks. Art. 3 1 quater of the
Swiss Federal Constitution should also be mentioned in this context,
as it authorizes the Confederation to regulate banking and specifies
that in so doing the Confederation must take into account the
special function and position of cantonal banks. 8
The Law provides further that, subject to Arts. 7-1 0, the Swiss
National Bank is not one of the enterprises that are subject to the
Law (Art. 1 ( 5 ) ) .9
The provisions of the Law are generally applicable also to
branches of foreign banks which are established in Switzerland.
The Banking Commission issues the necessary directives (Art.
2 ( 1 ) ) . Moreover, the Federal Council, having heard the Banking
Commission, sets forth the conditions governing the carrying on
of banking business of foreign banks (Art. 2 ( 2 ) ) .
Banks are required to circumscribe in their articles of associa
tion, statutes, or regulations their range of activity and to provide
for an organizational structure appropriate to their business activity

See, however, Arts. 7 and 8, below, pp. 733-734.
7 Jt should be noted that Art.
relating to
(or so-called Building Savings Banks), is obsolete, as this type
of credit institution ceased to exist after 1947.
s Cantonal banks are public institutions established by cantonal law; their
deposit liabilities are guaranteed by the government of the canton in which
the bank is situated.
Actually, there are provisions other than those contained in Arts. 7-10
which confer specified functions on the National Bank; for example, Art. 27
requires the Federal Council to consult with the Bank before deciding on
a deferment of due date.
6

Wartezeit

1( 2 )(e),

Kreditkassen mit

9

©International Monetary Fund. Not for Redistribution

BANKING LAW, 1934

727

(Art. 3 ( 1 ) ) . Where warranted by the purpose and scope of the
enterprise, the organs charged with the management of the bank
are to be separate and distinct from those responsible for the
over-all direction, supervision, and control of the enterprise
(Art. 3 (2 ) ) .
The articles of association, statutes, or regulations of a bank
which is about to be established or those concerning the reorgan
ization of a bank are to be filed with the Banking Commission.
The Commission is empowered to determine whether the require
ments of Art. 3 ( 1 ) and ( 2 ) have been observed; prior to such
determination a bank may not commence business and may not
be entered in the Commercial Register (Handelsregister) (Art.
3 ( 3 ) ) . The provisions of Art. 3 ( 1 ) , ( 2 ) , and ( 3 ) do not apply
to cantonal banks (Art. 3 ( 4 ) ) .
Banks have to maintain appropriate ratios (a) between their own
resources and their total liabilities, and ( b ) between their readily
available resources and easily disposable assets on the one hand
and their short-term liabilities on the other (Art. 4 ( 1 ) ) . Art. 4 ( 2 )
provides that the Implementing Ordinance shall set out the guiding
principles to be observed in normal circumstances and shall define
the terms "readily available resources," "easily disposable assets,"
and "short-term liabilities." Readily available resources (greifbare
Mittel) are defined in Art. 1 2 of the Implementing Ordinance as
comprising cash on hand and deposits on giro account with the
National Bank and the Post Office; easily disposable assets and
short-term liabilities are defined in Arts. 1 3 and 1 4 of the Ordi
nance.10 The Ordinance prescribes in particular (in Arts. 1 5 and
1 6 ) the percentage ratios of readily available resources and of
easily disposable assets to be maintained at all times.U The Banking
Commission may in special cases permit deviations from the
guiding principles (Art. 4 ( 3 ) ) .
For private bankers who do not publicly solicit money as
deposits, no ratio of their own resources to total liabilities is
prescribed (Art. 4 ( 4 ) ) .
Banks are required, each year, to transfer to a reserve fund at
least 5 per cent of their net profit until the reserve fund equals
at least 20 per cent of the bank's capital (Art. 5 ( 1 ) ) . This

For fuller information about the Implementing Ordinance, see foot
note 4, above.
For the percentage ratios prescribed under the Implementing Ordinance,
see Reimann, op. cit., pp. 142-144.
to
n
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requirement does not apply to cantonal banks or to private bankers
who do not publicly solicit deposits (Art. 5 ( 2 ) ) .
Banks have to prepare periodic statements on their liquidity in
accordance with Appendix I to the Implementing Ordinance.
Art. 1 7 of the Ordinance provides that such statements shall be
prepared quarterly by banks whose total assets (Bilanzsumme)
exceed Sw F 20 million, semiannually by banks whose total assets
exceed Sw F 5 million, and annually by all other banks.
Banks are also required to prepare annual accounts, including a
balance sheet and a profit and loss account (Art. 6 ( 1 ) , ( 2 ) , and
( 5 ) ) . In addition, banks with total assets of at least Sw F 20
million are required to prepare interim balance sheets semiannually
and those with total assets of at least Sw F 1 00 million are required
to prepare interim balance sheets quarterly (Art. 6 ( 3 ) ) . The main
headings and the layout of the balance sheet are set out in Art. 1 8
of the Implementing Ordinance.
The provisions of Part V (Arts. 7- 1 0 ) of the Law contain special
rules governing the relationship between the banks and the National
Bank.12
All banks, as well as finance companies similar to banks that
do not publicly solicit deposits, are required to file their annual
accounts with the National Bank to enable it to carry out its statu
tory functions in regard to the regulation of money and credit
( Art. 7 ( 1 ) and ( 4 ) ) , 1 3 Banks with total assets of at least Sw F 1 00
million may be required to submit monthly statements to the
National Bank and, if the National Bank so requests, semiannual
statements ; where necessary, the National Bank may request infor
mation relating to these statements (Art. 7 ( 2 ) ) .
Banks, as well as finance companies similar to banks that do not
publicly solicit deposits, must notify the National Bank before they
conclude, or participate in, any of the following transactions :
foreign loans, acceptance or issuance of shares of foreign com
panies, and foreign credits or investments with maturities of at
least 1 2 months. In practice, only those transactions which involve
amounts of at least Sw F 1 0 million have to be reported to the
Bank. However, contingent on circumstances expressly stated in
the Law, the Bank may also request such notification regarding
transactions in smaller amounts (Art. 8 ( 1 ) and ( 2 ) ) . The Bank
1 2 These are given below, pp. 733-734.

13

See Art. 2( 1 ) of the National Bank Law, above, p. 705.
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may, with due regard to the currency situation and to the interest
rates in the money and capital market, object to such transactions
or subject them to specified conditions. If the Bank objects or the
conditions prescribed by the Bank for a transaction cannot be met,
the transaction may not be concluded (Art. 8 ( 3 ) and ( 4 ) ) .
The National Bank is obligated to treat all information received
by it as secret (Art. 9 ) . 14
Banks with total assets of at least Sw F 20 million which intend
to raise the interest rate on their cash obligations (Kassenobliga
tionen/obligations de caisse) shall notify the National Bank at
least two weeks before the increase is to take effect. The Bank
shall examine the proposed increase with due regard to the public
interest, the interest of the applicant, and the rate level in the
money and capital market. If the Bank deems it appropriate it
will consult the interested banks. It may decide against the pro
posed increase; if so, it will suggest that it not be carried out
(Art. 1 0 ) .
Of the provisions of Part VII of the Law, relating to savings
deposits, only the following need be mentioned : "Deposits which
are designated as 'savings' may be accepted only by banks which
publish statements of their activities" (Art. 1 5 ) and the special
rules governing savings deposits with cantonal banks in Art. 1 6.
Banks are obliged to have their annual accounts examined each
year by an external auditing firm (Revisionsstelle) (Art. 1 8 ( 1 ) ) .
However, under Art. 1 8 (2 ) of the Law cantonal banks which are
regularly examined by competent internal auditors are exempt
from this requirement. The auditing firm shall ascertain ( a )
whether the form and content o f the annual accounts comply with
the Law and applicable regulations and ( b ) whether the provisions
of this Law, the Implementing Ordinance, and the relevant can
tonal laws relating to savings deposits have been observed. The
bank which is being examined shall supply the auditing firm with
such information as will enable the firm to carry out its examination
(Art. 1 9 ( 1 ) and ( 2 ) ) .
Only a firm recognized as a bank auditing firm in conformity
with the Implementing Ordinance may be entrusted with the audit-

However, Art. 6(4) of the Law provides that the annual accounts and
intermediary balance sheets of banks shall be published or shall be made
accessible to the public.
14
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ing; the Banking Commission determines whether an individual
firm meets the legal requirements (Art. 20 ( 1 ) ) . 1 5
Under Art. 21 ( 1 ) the auditing report shall contain the results of
the findings required by Art. 1 9 ( 1 ) of the Law; the Implementing
Ordinance shall prescribe the essential features of such reports. If
the examination of a bank results in a finding (a) of a violation
of statutory provisions, ( b ) of facts which endanger the creditors,
or (c) of a reduction by half of the basic capital of a legal person,
the auditing firm shall fix an appropriate time in which to remedy
the situation. If this time limit is not observed the auditing firm
has to make a report to the Banking Commission (Art. 2 1 ( 3 ) ) .
As soon as an auditing firm finds that the assets of a bank are
insufficient to meet the creditors' claims, it shall report this finding
promptly to the Banking Commission (Art. 2 1 ( 4 ) ) .
The costs of the auditing are to be borne by the bank which is
examined in accordance with a schedule of fees to be fixed by the
B anking Commission (Art. 22) .
The Federal Council establishes the Federal Banking Commis
sion, which comprises five members, and appoints the President
and the Vice-President of the Commission; the term of office of
the members of the Commission is four years (Art. 23 ( 1 ) of the
Law and Art. 5 6 ( 1 ) of the Implementing Ordinance ) . There is
a Secretariat of the Commission; the President of the Secretariat is
selected by the Federal Council and the other members by the
Banking Commission (Art. 23 ( 1 ) of the Law and Art. 57 ( 1 ) and
( 2 ) of the Implementing Ordinance ) .
Members of the Commission must be experienced in banking or
auditing; they may not serve as president, vice-president, or
members of the administration or management of a bank or
auditing firm (Art. 23 ( 2 ) ) .
The functions of the Banking Commission are enumerated in
the Law (especially Art. 23 ( 3 ) ) and are specified in various
provisions of the Implementing Ordinance (especially Arts. 5,
23 ( 2 ) , 45 ( 1 ) , and 50) .
The Commission may, in addition to the functions previously

The Law refers to "auditing association"
and
"trust company"
the Implementing Ordinance, in
provides for "auditing associations to which at least 12 banks
Art.
adhere; these associations have to select a special organ to examine the
auditing reports, on which only one fourth of the associated banks may be
represented."
15

30(1)(a), (Treuhandgesel/schaft);

(Revisionsverband)
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mentioned, request an auditing report from the auditing firm in
special cases; it may also order an extraordinary examination of a
bank ( Art. 23 ( 3 ) (i) ) . The Commission scrutinizes auditing
reports submitted to it under special provisions of the Law (that is,
reports filed pursuant to Art. 21 ( 3 ) and ( 4 ) ) ; it may request
information from the auditing firm before taking action against a
bank under Art. 23 ( 3 ) (1) , having been notified of irregularities or
infringements of the Law. In such situations the Commission may
fix a time limit for the bank to remedy the irregularity, or resort to
appropriate administrative or court procedures (Art. 23 ( 3 ) ( 1 ) ) .
The Banking Commission shall furnish to the Federal Council
a report on its activities at least once a year (Art. 23 ( 5 ) ) .
The costs of the Banking Commission and of its Secretariat are
borne by the Confederation (Art. 23 (7 ) of the Law and Arts. 56,
57, and 59 of the Implementing Ordinance ) .
Art. 24 of the Law sets forth certain procedural safeguards
to ensure the right of appeal against decisions of the Banking
Commission.
The Law contains in Parts XI-XIII a series of provisions which
are designed to assist banks faced with temporary difficulties.
Part XI (Arts. 25-28 ) provides for deferment of due date
( Fiilligkeitsaufschub ) for all or specified types of liabilities, except
certain interest payments. A request for such deferment is to be
addressed to the Federal Council, which decides on such requests
after consulting the National Bank and the Banking Commission;
the deferment must be limited in time (Arts. 25 ( 1 ) and 27 ) . It
may be granted only if the auditing report finds that the claims of
the creditors are fully covered (Art. 25 ( 2 ) )
Part XII (Arts. 29-3 5 ) provides for a special procedure called
Stundung, translated here as "deferment." A request for deferment
is to be filed with the appropriate cantonal court (Art. 29 ( 1 ) and
( 4 ) ) . The court grants a deferment for one year if the bank's
status shows that it is in debt ( iib erschuldet literally in the red ) .
If circumstances warrant, the deferment may b e extended for
another year (Art. 29 ( 2 ) ) . The court, if it grants deferment,
appoints one or several experienced persons as commissioner ( s )
( Art. 3 0 ( 1 ) ) . The bank concerned continues its business activities
under the supervision and subject to the directions of the commis
sioner ( s ) , provided that no action is taken which impairs the
interests of the creditors. With the concurrence of the commis.

-

,
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sioner ( s ) the bank may make payments to creditors within the
limits of the Law. In this respect Art. 3 2 ( 2 ) is noteworthy, since
it sets forth certain guiding principles which commissioners have to
observe in the conduct of the business concerned; in particular, it
specifies that payments to creditors may not exceed 50 per cent
of the amounts available as cover for the liabilities of the bank
concerned.
Bankruptcy procedures and composition procedures for banks
are governed by Arts. 36 and 37 of the Law, respectively, and by
the relevant provisions of the Implementing Ordinance.16 Bank
ruptcy procedures as well as composition procedures may have
been preceded either by special arrangements for deferment of
due date (Arts. 25-28 ) or by deferment in the sense of Art. 29 of
the Law, or they may be instituted directly.
The provisions on civil liability 17 cover the following four cate
gories of liability : prospectus liability (Art. 39 ) , liability of
founders (Art. 40 ) , liability of organs of banks (Art. 4 1 ) , and
liability of liquidators and commissioners (Art. 42 ) . It is note
worthy that under these provisions persons are generally liable for
negligent as well as culpable behavior; however, Art. 40 (c) is
applicable only to persons who knowingly bring about acceptance
of subscriptions by insolvent persons.
The following categories of behavior are subject to penalty or
fine : contravention of the individual provisions of the Law enu
merated in Art. 46; dereliction of duty on the part of auditors or
auditing firms under Art. 47 ( 1 ) ( a ) ; violation of the duty to
remain silent or of the obligation not to divulge professional
secrets ; 1 8 and impairment of, or threat to, the credit standing of
16 Arts. 44-46, 49-51, and 53 of the Implementing Ordinance deal with
bankruptcy procedures and Arts. 44, 48, 50, and 52-54 of the Ordinance
deal with composition procedures.
Cantonal banks are subject to the provisions of cantonal law relating to
civil liability (Art. 38 ( 1 ) ) ; the civil liability of private bankers is governed
by the relevant provisions of the Law on Obligations.
Art. 47 ( 1 )
of the Law reads: "Anyone who, in the capacity of
organ, official, or employee of a bank, auditor or assistant to an auditor,
member of the Banking Commission, or official or employee of the Secretariat
of the Commission, deliberately violates his duty to remain silent
or his obligation not to divulge professional secrets
shall be punished by a fine not exceeding twenty thousand francs or six
months in jail or both." If failure to comply with the foregoing rule is due
to negligence, the penalty shall be a fine not exceeding ten thousand francs
(Art. 47(2) ). The Law contains additional rules on secrecy in Art. 9 (relat
ing to the Swiss National Bank) , in Art. 20(5) (relating to auditing firms),
and in Art. 23 ( 6) (relating to the Banking Commission) .
17
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a bank through deliberate allegation or dissemination of untrue
facts (Art. 48 ) .
If contraventions of the Law are committed in the course of
business by a legal person or an unlimited or limited partnership,
penalties or fines will be imposed on the persons who acted for
these entities; however, the legal person or partnership involved is
jointly liable for the payment of fines or costs.
ARTICLES

7-10

Art. 7.-( 1) Banks, and finance companies that do not publicly solicit
deposits, shall submit their annual accounts to the National Bank.
(2) Banks with total assets of at least one hundred million francs shall
furthermore submit to the National Bank, at its request, an interim balance
sheet at the end of each month and a detailed balance sheet at the end of
each half of the calendar year. The National Bank may also require detailed
semiannual balance sheets from banks with total assets of less than one
hundred million francs and from finance companies that do not publicly
solicit deposits. Statements regarding such balance sheets or other necessary
information shall be submitted to the National Bank.
( 3 ) The National Bank shall determine the form of the detailed semi
annual balance sheets and the time limit within which they must be sub
mitted. These balance sheets shall include adequate information concerning
the composition of foreign assets and liabilities.
( 4) The sole purpose of handing in balance sheets and submitting infor
mation shall be to assist the National Bank in carrying out the tasks assigned
to it under Article 2 of the National Bank Law.

Art. 8.-( 1 ) Banks, and finance companies that do not publicly solicit
deposits, shall inform the National Bank before carrying out a transaction
described in paragraph (2) in an amount of more than ten million francs
or before participating to a like extent in such transactions. If the situation
in the money market or economic conditions seem to warrant it, the National
Bank may also require that it be informed of transactions of less than ten
million francs.
(2) The following transactions shall be subject to the provisions of
paragraph ( 1 ) :
(a) The granting of foreign loans, whether they are to be regularly
negotiated in part or in whole, either as a loan by the bank itself
or as a public issue, or whether they are undertaken for placement
on a brokerage basis; in all of these cases without regard to whether
the loan serves to create new money, to convert another loan, or to
consolidate a debt;
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The acquisition or issue of shares of foreign companies, unless it
involves the exercise of a subscription right;
(c) Credits and investments abroad, whether by loans granted for twelve
months or more or by the acquisition of foreign short-term govern
ment securities [Reskriptionen] or of medium-term notes for twelve
months or more, or also for a shorter term with a renewal clause
enabling the operation to be extended to twelve months or more.
( 3 ) With due regard to the national currency, to the effect of interest
rates on the money and capital market and to the economic interests of the
country, the National Bank may object to such transactions or may attach
conditions to their execution. It shall not be the task of the National Bank
to check on the security of the investment.
( 4) If the National Bank raises an objection or if the required conditions
cannot be met, the transaction must not be undertaken.
(b)

Art. 9. The National Bank shall be bound to secrecy regarding informa
tion it has obtained.

Art. 10.-(
Banks with total assets of at least twenty million francs
that propose to raise the interest rate on their cash obligations [Kassenobli
gationen] shall inform the National Bank thereof at least two weeks in
advance.
(2) The National Bank shall examine the proposed raising of the interest
rate in the light of its possible effect on the economic interests of the country
and on the formation of interest rates in the money and capital market, and
also having regard to the legitimate interests of the bank making the request;
when necessary the National Bank shall consult with the bank concerned
on the matter. If the National Bank considers it advisable, it shall endeavor
to prevent the raising of the interest rate.

1)

The Monetary Unit :

A Note

The basic monetary unit of Switzerland is the franc, by virtue of
Art. 1 of the Coinage Law, 1952 (see below) .
On the legal and factual status of the franc in the period 1 799
through 1 954, see Rene Sedillot, Toutes les monnaies du monde:
Dictionnaire des changes (Paris, 1 955 ) , pp. 2 1 3-2 1 5 and 506-507.
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The Coinage Law, 1952

1

The Federal Parliament of the Swiss Confederation, by virtue of Articles
of the Federal Constitution, and having considered a message
38 2 and
of March 4, 1949 from the Federal Council, RESOLVEs:

64bis

PART I. MONETARY UNIT AND PARITY

The Swiss monetary unit is the franc. It is divided into one
Art.
hundred centimes.

I.

Art. 2. The franc is equivalent to 6o/:no ( = 0.20322 . . . ) gram of fine
gold. ( One kilogram of fine gold = 4,9204%3 francs.)
PART 11. COINAGE SYSTEM

and their specifications shall be as follows: [See the
]
tabulation onThe coinsbelow.
Art. 3.

p. 736,

Art. 4.-( 1 )

The Confederation has the sole right of minting coins.
(2) The Confederation maintains the Federal Mint.

Art. 5.-( 1 ) Subject to the conditions to be determined by the Federal
Council, anyone may deliver gold to the Federal Mint and have coins minted
with nominal values of fifty and twenty-five francs.
(2) As long as the Swiss National Bank is not obligated to redeem its
notes in gold, the authorization of the Federal Council shall be required for
the minting of coins for private persons.
Art. 6. Swiss gold coins shall be accepted in payment without limitation
as to amount. On the other hand, no one shall be obligated to accept more
than one hundred subsidiary coins in one payment, subject, however, to the
provisions of Article 7.

Art. 7. The public cash offices of the Confederation and of the cantons
and the cash offices of the Swiss National Bank shall be obligated to accept
all Swiss coins in payment without limitation as to amount.
The official title of the Law in German is Bundesgesetz tiber das
Mtinzwesen vom 17. Dezember 1952. The Law entered into force on
April 20, 1953 by virtue of a Resolution of the Federal Council. In the
version published here, the word Part corresponds to the word
and the word Article (Art.) to the word
or its abbreviation
in the German language text.
Article 38 of the Federal Constitution provides that the Confederation
shall exercise all the rights pertaining to the coinage monopoly, that it has
the sole right to coin money, and that it shall determine the monetary
system and may, if necessary, regulate the foreign exchange rate.
1

Artikel

Abschnitt
(Art.),

z
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Types of coin
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to put into circulation the necessary amounts of subsidiary coins;
to withdraw from circulation superfluous subsidiary coins and to
replace them by other subsidiary coins or bank notes or by means of
postal check transfers or payments into bank accounts.
(2) The Federal Treasury shall maintain such reserves of subsidiary
coins as are necessary to meet day-to-day requirements and to provide for
extraordinary contingencies and, in addition, reserves of auxiliary subsidiary
coins against wartime emergencies.
( 3) The cash offices of the postal and customs authorities, of the Federal
Railways and of the Swiss National Bank shall be obligated to exchange
subsidiary coins to the limit of their available cash holdings.
Art.

(a)

(b)

Art. 9. The Federal Treasury shall withdraw from circulation worn,
soiled and damaged Swiss coins, and also debased and counterfeit coinage;
in the performance of this duty it shall have the assistance of the other
Federal cash offices and of the National Bank.

Art. 10. The amounts of coins to be minted are to be determined in the
light of the current requirements of the economy.
Art. 1 1 . In order to cover losses arising from the exercise of the minting
prerogative, a reserve of ten million francs shall be formed; when this
reserve has been drawn upon, it shall be replenished by the profits derived
from minting in subsequent years.

Art. 12.-( 1 ) Persons wishing to manufacture or import articles which
resemble Swiss coins in imprint, weight or size shall be required to apply
for authorization to the Federal Finance and Customs Department.
(2) Authorization shall be withheld if abuse is likely, and it shall be
withdrawn if and when it becomes clear that such abuse has taken place.

PART Ill. PENAL PROVISIONS
Art. 1 3.-( 1 ) Persons importing or acquiring demonetized coins for the
purpose of putting them into circulation, and persons putting such coins
into circulation, shall be fined or imprisoned.
(2) Such coins shall be confiscated.
Art. 14.-( 1 ) Persons who, without authority from the Federal Finance
and Customs Department, manufacture or import articles which resemble
Swiss coins in imprint, weight or size shall be fined.
(2) The objects mentioned in paragraph ( 1 ) shall be confiscated.
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Art. 15.-( 1 ) The punishable offences named in the present Law shall be
subject to the criminal jurisdiction of the Confederation.
(2) The Federal Council is empowered to delegate the investigation and
trial of such offences to the cantonal authorities.
PART IV. TRANSITIONAL AND FINAL PROVISIONS

Art. 16. In addition to the coins mentioned in Article 3, the pure nickel
twenty-centime, ten-centime and five-centime pieces shall be legal tender
until the Federal Council withdraws them from circulation.
Art. 17. The penal provisions for the protection of the coinage shall also
apply to the former hundred-franc, twenty-franc and ten-franc gold coins.

Art. 18. The reserve fund of the Federal Mint shall be dissolved when
ten million francs have been allocated to the reserve provided for in
Article 1 1 .
Art. 19. From the date of the entry into force of the present Law, the
following are repealed: the Federal Coinage Law of June 3, 193 1 ; Article 3
of the Federal Council's Resolution of September 27, 1936 concerning
monetary measures.

Art. 20. The Federal Council shall determine the date upon which the
present Law shall enter into force.s The Federal Council is charged with
the implementation of this Law.
The Law entered into force on April 20, 1953.
s

The Ordinance to Implement the 1952 Coinage Law 1

The Swiss Federal Council, by virtue of Article 20 of the Federal Law
of December 17, 1952 concerning coinage, RESOLVEs:
Art. l.

A. COINAGE
Choosing the designs of coins shall be left to the Federal Council.

Art. 2. The annual coinage program shall be established by the Finance
and Customs Department with the agreement of the Swiss National Bank.
The official title of the Ordinance in German is Vollziehungsverordnung
zum Miinzgesetz vom 15. April 1953. The Ordinance entered into force on
April 20, 1953.
1
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Art. 3.-( 1 ) Subject to the conditions set forth in Article 5 and insofar as
the National Bank is obligated to redeem its notes in gold without limit,
anyone may deliver gold to the Federal Mint and have it minted in the form
of coins in denominations of fifty and twenty-five francs.
(2) As long as the National Bank is not obligated to redeem its notes in
gold without limit, the minting of gold coins for private parties shall require
the permission of the Finance and Customs Department, which in turn
shall have each coinage order approved by the National Bank.
Art. 4. Minting orders shall be filled in the order in which they are
received. The National Bank shall as a matter of principle have precedence
over others.

Art. 5.-( 1 ) The Mint shall accept minting orders for gold coins only in
a minimum amount of one hundred thousand francs.
(2) Gold sent in shall have a purity of at least 90%ooo and shall contain
no alloy other than copper.
(3) The purity of gold bullion shall be verified by the Federal Central
Bureau for the Control of Precious Metals or by another testing authority
recognized by the Finance and Customs Department.

Art. 6. The Mint shall test the weight and purity of gold that has been
sent in and on the basis thereof shall give the sender a receipt. The gold
shall be calculated at parity in conformity with Article 2 of the Coinage
Law.
Art. 7.

The Mint shall fill minting orders within an appropriate period.

Art.
To cover minting costs a schedule of charges to be fixed by the
Finance and Customs Department shall be levied.

8.

Art. 9. Coins produced by the Mint shall be checked for conformity with
the legal specifications in accordance with rules to be issued by the Finance
and Customs Department.

B. CIRCULATION OF COINS
Art. 10. Gold coins that have diminished in weight to more than \-2 per
cent below the margin of error (tolerance weight) referred to in Article of
the Coinage Law, that is, coins of fifty francs weighing less than 1 1.21 1
grams and coins of twenty-five francs weighing less than 5.606 grams, shall
no longer be legal tender.

3

Art. l l . The Federal Council shall decide upon the withdrawal from
circulation of a particular coin issue.
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Art. 12. Coins that have been withdrawn from circulation shall be ac
cepted by public cash offices of the Confederation (the Federal Treasury
and cash offices of the Post Office, the Customs Service, and the Federal
Railways) and by cash offices of the National Bank for at least six months
after the time of withdrawal from circulation and at their full nominal value.
Art. 13. Worn, soiled or otherwise defaced coins shall be withdrawn
from circulation by public cash offices of the Confederation and the cantons
and by cash offices of the National Bank and shall be turned over to the
Treasury, which shall provide compensation at their fu11 nominal value.
Art. 14. Damaged and diminished coins shaH also be withdrawn from
circulation. The Treasury shall not be obligated to accept such coins at
their nominal value.

Art. 15.-( 1 ) Public cash offices of the Confederation and the cantons
and cash offices of the National Bank shall be obligated to turn counterfeit,
altered, diminished or suspect coins that are paid in or shown to them
over to the local police authorities uncut and accompanied by the name and
address of the person handing them in and any special observations (reasons
for suspicion) .
(2) The police authorities shall examine whether there exists any suspi
cion of a criminal action in contravention of provisions for the protection of
coins and shall turn over the coins without alteration to the Mint for
technical examination. Otherwise the police authorities shall proceed in
accordance with regulations concerning the execution of Federal penal
legislation.
( 3 ) The Mint shall submit its report to the Treasury for presentation to
the Office of the Federal Prosecutor. The counterfeit coins shall be made
unusable by the Mint and shall be taken into custody by the Office of the
Federal Prosecutor. They may be placed at the disposal of police or legal
authorities.
( 4) The Office of the Federal Prosecutor shall send information to the
cantonal police headquarters regarding the Mint's report, to be forwarded
to the police authorities and the cash office that turned in the counterfeit
coins, and shall make the necessary announcements.
(5) If the suspect coins prove to be genuine, the Treasury shall provide
compensation at their full nominal value.

Art. 16. Public cash offices of the Confederation and the cantons and
cash offices of the National Bank shall be authorized on behalf of the
Treasury to redeem coins that have been withdrawn from circulation at a
scale of charges to be fixed by the Finance and Customs Department.
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Art. 1 7.-(
The central authority for the redemption of coins shall
be the Treasury. It shall be assisted in its task by the other public cash
offices of the Confederation and by the cash offices of the National Bank.
The Finance and Customs Department may conclude special agree
ments with the National Bank regarding its participation in the coin service.

1)

(2)

charge.

Art. 18.

Rappen
Art.

Coins turned in to the Treasury shall be exchanged without

C. FINAL PROVISIONS
shall be Fr. and for
19. The official abbreviation for
Rp.; in French fr. and c.; in Italian fr. and et.

Franken

Art. 20. This Ordinance shall enter into force on April
It
shall replace the Ordinance of January
The Finance and Customs
Department shall be in charge of its implementation.

16, 1934.

20, 1 953 .
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RELATED LAWS
BILLS OF EXCHANGE AND CHECK LAW
The Swiss Code of Obligations
dated March 30, 1 9 1 1/December 18, 1936,
contains in Title 33, Fourth Section (Arts. 990-1099), provisions
relating to bills of exchange and promissory notes, and in Title 33,
Fifth Section (Arts. 1 100-1 143 ) , provisions relating to checks. See
also section entitled "Schweiz" in Schettler and Bileler,
(Cologne, 1957-, loose
leaf) , for text in German, French, and Italian of these provisions of
the Code of Obligations and related measures.

Code des Obligations),

(Schweizerisches Obligationenrecht/

Wechsel- und Scheckrecht aller Liinder

Das

The Swiss Code of Obligations
contains in Titles 23 through 28 (Arts. 530827) provisions on company Jaw relating to partnership (Arts.
530-551 ) ; general partnership (Arts. 552-593) ; partially limited
company (Arts. 594-619); joint-stock company (Arts. 620-763 ) ;
company partially limited by shares (Arts. 764-771 ) ; limited liability
company (Arts. 772-827) .

COMPANY LAW

Code des Obligations)

(Schweizerisches Obligationenrecht/

CREDIT CONTROL MEASURES
Bundesbeschluss ilber die Bekampfung der Teuerung durch Massnahmen
auf dem Gebiete des Geld- und Kapitalmarktes und des Kredit
wesens (Federal Resolution concerning the fight against a rise in
prices through measures affecting the money and capital markets and
credit). The Resolution, dated March 13, 1964, was originally
adopted for a period of two years beginning March 17, 1964 and
has been extended for a third (and last) year to March 17, 1967
without modification.
Bundesratsbeschluss ilber die Allgemeinverbindlicherliirung der Verein
barung ilber die Kreditbegrenzung (Resolution of the Federal
Council, dated June 1 , 1964, conferring obligatory force on the
Agreement on the limitation of credit. The Agreement on the
limitation of credit, dated May 1, 1964, has been modified by a
circular of the Swiss National Bank, dated December 28, 1965,
addressed to the banks that are parties to the Agreement.
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Publication of Statutes and Regulations

Statutes, decrees, and other public notifications are published
in the Sluzbeni List Socijalisticke Federativne Republike Jugo
slavije. The Sluzbeni List is available in Serbo-Croatian, Croatian
Serbian, Macedonian, and Slovenian editions.
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The National Bank of Yugoslavia Law, 1965 1
NoTE :-The first national bank of Yugoslavia was established
in 1 8 8 3 with the title Privileged National Bank of the Kingdom of
Serbia ( Privilegovana Narodna banka Kraljevine Srbije ) , by virtue
of the Law on the National Bank of January 6, 1 8 83. By the
Law on the National Bank of the Kingdom of Serbs, Croats and
Slovenes of January 26, 1 920, the title was changed to National
Bank of the Kingdom of Serbs, Croats and Slovenes (Narodna
banka Kraljevstva Srba, Hrvata i Slovenaca) . In 1 929, by a
Decision of the Board of Directors of October 8, 1 929 based on
the Law of October 3, 1 929, the Bank became the National Bank
of the Kingdom of Yugoslavia (Narodna banka Kraljevine Jugo
slavije ) , and in 1 946 it became the National Bank of the Federal
People's Republic of Yugoslavia (Narodna banka Federativne
Narodne Republike Jugoslavije ) by virtue of a Law of January 1 5,
1 946 amending the Law of the National Bank of the Kingdom of
Yugoslavia.
Pursuant to a Decree on the merging of credit enterprises of the
State sector of September 25, 1 946, the six Republican economic
banks and the four Federal banks were merged with the National
Bank. In 1 952 the Bank took over the activities of the State
Investment Bank by Decision of the Government No. 994 of
March 20, 1 952 on the merging of the National Bank, the State
Investment Bank, and the State banks for crediting of agricultural
cooperatives and on the liquidation of the communal banks.
(These activities were, however, taken over in 1956 by the newly
established Yugoslav Investment Bank, pursuant to a Decree of
the Federal Executive Council of July 1 2, 1 956. )
The present title, National Bank of Yugoslavia (Narodna banka
Jugoslavije ) , was established by the Constitution of 1 963 and
by the Law on the National Bank of Yugoslavia of February 25,
1 965, by which it is presently governed (see below) . The National
Bank of Yugoslavia has the sole right to issue bank notes, as
well as to perform the customary functions of a central bank.

Zakon o Narodnoj banci Jugoslavije. As amended by a Law of Novem
ber 26, 1 966. The Law was adopted by the Federal Assembly on February 25,
1 965 and proclaimed by a Decree of February 27, 1965; it entered into force
on April 1 , 1965. For the official text in Croatian-Serbian, see the Official
Gazette of Yugoslavia, No. 12, March 24, 1965, pp. 408-4 1 1 .
1
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BASIC PROVISIONS
Art.
The National Bank of Yugoslavia (hereinafter referred to as the
National Bank) shall be the bank of issue of Yugoslavia.
By virtue of its issue and credit functions, as well as of certain functions
in the field of international payments, the National Bank shall ensure the
implementation of monetary and credit policy in accordance with the
requirements of internal stability and liquidity in international payments.
Through its operations, the National Bank shall ensure the application of
a uniform monetary, credit and foreign exchange system.
For performing its functions the National Bank shall have special rights
and obligations established by this Law.

I.

J.

Art, 2. The National Bank shall perform its tasks in accordance with
Federal laws and with decisions and resolutions of the Federal Assembly,
as well as with decisions and resolutions of the Federal Executive Council
adopted for implementing Federal laws and decisions and guidelines of the
Federal Assembly.
The National Bank shall be independent in performing its tasks.
The National Bank shall be responsible to the Federal Assembly and to
the Federal Executive Council for the performance of its tasks.

Art. 3. The National Bank shall promote the stability and development
of the economy by regulating the necessary supply of money, by proposing
measures designed to finance the activation of the productive capacity of
the economy and by coordinating relations in the process of social reproduc
tion within the framework of established economic policy, as well as by
proposing and undertaking measures to ensure liquidity in payments with
foreign countries.

Art. 4. The National Bank shall control the activity of business banks in
respect of the implementation of short-term credit policy and in respect of
their liquidity.
Art. 5. The National Bank shall ensure liquidity in payments with
foreign countries; regulate methods of payments with foreign countries in
accordance with existing regulations and international agreements; ensure
the accumulation and maintenance of foreign exchange reserves; and exercise
the necessary influence on the establishment of credit relations with foreign
countries and ensure judicious conduct of these relations.

Art. 6. The National Bank shall survey and study questions in connection
with the application of credit and foreign exchange policies and the applica
tion of the policy in respect of credit relations with foreign countries; it shall
make reports on these matters and propose appropriate measures to the
Federal Assembly and the Federal Executive Council.
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Art. 7. The National Bank shall cooperate with the business banks in
implementing the credit and foreign exchange policies and in implementing
the decisions and resolutions of the Federal Assembly and the Federal
Executive Council.
Art.
The National Bank shall be a legal person.
The Head Office of the National Bank shall be in Belgrade.

8.

Art. 9. The obligations of the National Bank shall be guaranteed by the
Federation.

The National Bank shall have its own By-Laws.
The By-Laws of the National Bank shall be established by the Governor
of the National Bank and the council of the working community of the
Bank.
The By-Laws of the National Bank shall be confirmed by the Federal
Assembly.z
Art. 10.

Art. 1 1 . The working community of the National Bank shall have the
right of self-management by virtue of this Law and the Bank's By-Laws.
Unless otherwise provided by this Law, the general regulations on labor
relations shall, where appropriate, be applied to labor relations of the
workers of the National Bank.

Art. 12. Supervision of the legality of the National Bank's operations
shall be carried out by the Federal Secretariat for Finance.
The Federal Secretariat for Finance shall be charged with following the
guidelines and carrying out the resolutions of the Federal Assembly and the
Federal Executive Council which concern the operations of the National
Bank.
Art. 1 3. The seal of the National Bank shall bear the coat-of-arms of the
Socialist Federal Republic of Yugoslavia.
11. OPERATIONS OF THE NATIONAL BANK
1 . REGULATION OF MONEY SUPPLY

Art. 14. The National Bank, in performing its issue function, shall ensure
the supply of money necessary for the unimpeded carrying on of production
and trade.
The task referred to in the first paragraph of this Article shall be carried
out by the National Bank in operational cooperation with the business
banks, which supply working and other organizations with money through
short-term credits.
For the text of the By-Laws, see pp. 759-812, below.
2
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The National Bank shall regulate the credit potential of the business
banks by establishing the level of the reserves which they are required to
hold at the National Bank and by granting credits to them.
The level of reserves that business banks are required to hold at the
National Bank and the conditions under which the National Bank grants
credit to business banks shall be equal for all business banks.
In performing its functions, the National Bank may issue obligations and
deposit certificates, establish detailed conditions of creditworthiness for
credit applicants, make recommendations for implementing credit policy
and undertake other measures for which it is authorized by law.
The National Bank may, in agreement with the Federal Executive
Council, limit temporarily, for a specified period depending on current
economic developments, the value of short-term credits granted by business
banks when this is required for preventing or alleviating major disturbances
in the economy.

Art. 14A. The National Bank shall grant to business banks rediscount
and documentary credits up to a specified amount.
The amount of the credits referred to in the first paragraph of this
Article shall be determined by the application of a certain percentage to
deposits and other resources at a bank's disposal.
Business banks shall utilize the credits of the National Bank referred
to in the first paragraph of this Article on the basis of specified documents.
The National Bank, in agreement with the Federal Executive Council,
shall determine the percentage referred to in the second paragraph of this
Article, the deposits and resources to which this percentage shall be ap
plied, the documents referred to in the third paragraph of this Article, the
credit repayment periods and further conditions for granting credits.3

Art. 15. The compulsory reserves of the business banks with the National
Bank shall amount to up to thirty-five per cent of their sight deposits, time
deposits with notice of less than one year and resources obtained by issuing
bonds and deposit certificates with repayment periods of less than one year.
The Law of November 26, 1966 on Amendments and Additions to the
National Bank of Yugoslavia Law, by virtue of which Art. 14A was added,
also provides as follows (Art. 5 ) :
"The National Bank of Yugoslavia, in agreement with the Federal
Executive Council, shall determine the method for the conversion into
rediscount and documentary credits of credits granted by the National
Bank of Yugoslavia to business banks after the repayment periods of
these credits have expired; the method for repayment of the part of the
credit of the National Bank of Yugoslavia to business banks which will
not be converted into rediscount and documentary credits; the method for
determining the total indebtedness of business banks to the National Bank
of Yugoslavia after the applicable date of this Law [January 1, 1967]; the
time limits for submitting documents as cover for rediscount and docu
mentary credits and the time limits within which business banks must
fulfill the conditions for obtaining credits from the National Bank of
Yugoslavia."
3
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Up to the percentage mentioned in the first paragraph of this Article, the
National Bank may prescribe various percentages of compulsory reserves
for individual kinds of bank deposits and resources obtained by issuing
bonds and deposit certificates.

Art. 16. In order to maintain stability of the economy, Federal regula
tions may determine sources, volume and purposes of assets which the
National Bank may use in granting credits.

Art. 1 7. The National Bank may grant short-term credits to business
banks for activating the productive capacity of the economy pursuant to
Article 3 of this Law only for purposes determined by special Federal
regulations.

Art. 18. The National Bank may grant credits to business banks from
resources derived from distribution of income only from sources and to
the extent defined by special Federal regulations.

Art. 19. The National Bank may grant credits to business banks on
condition that the banks carry out their credit operations in accordance with
the regulations establishing the credit policy and that they carry on their
business in a manner which does not impair their liquidity.
The National Bank, in agreement with the Federal Executive Council,
may direct that business banks, as the minimum obligation for the mainte
nance of their liquidity, shall grant a certain part of their total short-term
credits with repayment periods of up to three months.
Art. 20. The Federal Executive Council, on the proposal of the National
Bank, shall determine the interest rate for credits granted to business banks
by the National Bank.

Art. 21. The interest which the National Bank charges for credits
granted shall be revenue of the Federation, after deduction of the interest
which the National Bank pays and that part of the interest which remains
with the National Bank as recompense for performing its tasks.

Art. 22. The National Bank shall grant credits to the Federation within
the limits and for the purposes designated by Federal law.

2.

Art. 23. The National Bank shall ensure liquidity in respect of payments
with foreign countries by coordinating the inflow and use of foreign means
of payment.
PAYMENTS AND CREDIT RELATIONS WITH FOREIGN COUNTRIES

Art. 24. For ensuring liquidity in payments with foreign countries, the
National Bank shall form current foreign exchange reserves and shall
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propose and undertake measures to keep these reserves in the necessary
amounts.

Art. 25. The National Bank shall manage the permanent foreign exchange
reserves in accordance with the law by which these reserves were formed.

Art. 26. In order to exercise influence on the establishment of credit
relations with foreign countries and to ensure judicious conduct of these
relations, the National Bank shall propose measures for regulating credit
relations with foreign countries, carry out the measures which it is authorized
to undertake, and cooperate with the business banks.
Art. 27. The National Bank shall buy and sell foreign means of payment
on the basis of a special Federal law.
The National Bank may also buy and sell foreign means of payment
through business banks or working and other organizations, on the basis of
contracts concluded with these banks or organizations.

Art. 28. Within the limits of the availability of foreign means of pay
ment, the National Bank shall grant credits to business banks from these
resources, in accordance with special Federal regulations.

Art. 29. The National Bank shall be charged with the duty of carrying
out the provisions of payments and financial agreements with foreign
countries.
The National Bank may also approve a method of payment other than
that provided in a payments or financial agreement, if such a method of
payment is not precluded by the agreement.

Art. 30. The National Bank shall determine the method of payment in
respect of countries with which no payments or financial agreement has
been concluded.
Art. 3 1 . The National Bank may enter into credit and other business
relations with foreign banks and organizations.
The National Bank may participate in international financial
organizations.

Art. 32. The National Bank shall organize payments operations with
foreign countries.
The National Bank may itself also carry out payments operations with
foreign countries.

3. ISSUE OF BANK NOTES AND COINS
Art. 33. The National Bank shall have the sole right to issue bank notes
and coins in the territory of Yugoslavia.
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The bank notes and coins issued by the National Bank shall be legal
tender.

Art. 34. The Federal Assembly shall decide on the production of new
kinds of bank notes and coins.
The basic design of new kinds of bank notes and coins (shape, kind of
paper or metal, color, content, denominations, technical details, etc.) shall
also be determined by decision as referred to in the first paragraph of this
Article.

Art. 35. Particular kinds of bank notes and coins shall be put into or
withdrawn from circulation on the basis of a decision of the National Bank,
taken in agreement with the Federal Executive Council.

Art. 36. Bank notes and coins which are withdrawn from circulation
shall cease to be legal tender and shall be exchanged at times and in the
manner established by a decision of the National Bank, in accordance with
Article 35 of this Law.
By the decision referred to in the first paragraph of this Article, the time
within which the National Bank will exchange bank notes or coins which
have ceased to be legal tender shall also be established.
After the expiration of the time referred to in the second paragraph of
this Article, the subsequent exchange of bank notes or coins which have
ceased to be legal tender may be carried out during a further period of three
years at the most, in accordance with a decision to be taken by the Federal
Secretary for Finance on the proposal of the National Bank.
Art, 37. The amounts of bank notes and coins not exchanged in the
period referred to in the third paragraph of Article 36 of this Law shall
constitute revenues of the Federation.

Art. 38. The National Bank shall exchange bank notes and coins which
become unfit for circulation as follows: worn notes, at their full value;
damaged notes and coins, on conditions which the National Bank shall
specify.
Art. 39. The bank notes and coins issued by the National Bank shall be
manufactured by the Bank Notes Printing Institute.
The conditions for manufacturing bank notes and coins, as weli as the
method of ensuring control of their manufacture, shall be established by
contract between the National Bank and the Bank Notes Printing Institute.

Art. 40. Decisions of the National Bank on putting bank notes and coins
into or withdrawing them from circulation shaH be published in the Official
Gazette of Yugoslavia.
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Art. 41. The National Bank shall buy and sell gold and other precious
metals, as well as silver.
The National Bank may authorize other banks and other organizations
to carry out for its account the particular operations referred to in the first
paragraph of this Article.

4. OTHER OPERATIONS OF THE NATIONAL BANK

Art. 42. The National Bank shall perform all operations in connection
with the utilization and repayment of loans of the Federation at home and
abroad, except as otherwise provided for any loan by Federal regulations
or the loan agreement.

Art. 43. Credit and other banking operations for units and establishments
of the Yugoslav People's Army, for active military personnel, and for eco
nomic organizations which produce or perform services for certain needs of
the Yugoslav People's Army shall be carried out by the National Bank
through a special organizational unit which operates under the regulations
applicable to business banks.
The regulations applicable to business banks and the extent to which
these regulations are applied to operations of the special organizational unit
of the National Bank referred to in the first paragraph of this Article shall
be determined by the Governor of the National Bank in agreement with
the State Secretary for National Defense and the Federal Secretary for
Finance.
The National Bank may, in agreement with the State Secretary for
National Defense, authorize another bank to carry out certain of the
operations referred to in the first paragraph of this Article.
The bank to which operations referred to in the third paragraph of this
Article are transferred shall perform these operations in accordance with
instructions of the National Bank.

NATIONAL BANK
Art. 44. The National Bank shall issue instructions for the implementa
tion of the short-term credit policy and foreign exchange policy, in
accordance with the regulations by which these policies are determined.
Ill. SPECIAL AUTHORIZATIONS OF THE

Art. 45. In controlling the implementation by business banks of the
short-term credit policy and the foreign exchange policy, the National Bank
shall have the right to inspect the books and other documents of these banks
and of the beneficiaries of their credits and may require that they provide
data or submit reports on questions connected with the performance of its
tasks.

Art. 46. If it is established that a business bank is not observing the
regulations implementing the credit and foreign exchange policies, or that
it is operating in a manner which tends to impair its liquidity, the National
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Bank may discontinue granting further credits to it or demand repayment
of any credits granted, without regard to the repayment terms agreed upon.
The assembly of the social-political community that supervises the
legality of the business bank's operations shall be informed by the National
Bank of any measures undertaken in accordance with the first paragraph
of this Article.
In the case referred to in the first paragraph of this Article, the National
Bank may call an extraordinary meeting of the assembly of the business
bank to adopt measures which the assembly of the bank is authorized by
law to take.

Art. 47. If it is established that a business bank with which the National
Bank has no credit relations is not observing the regulations implementing
the credit and foreign exchange policies, or that it is operating in a manner
which tends to impair its liquidity, the assembly of the social-political
community that supervises the legality of the bank's operations shall be
informed by the National Bank of the irregularities that have been found;
but action may also be taken in accordance with the third paragraph of
Article 46 of this Law.

IV.

ORGANS AND ORGANIZATION OF THE NATIONAL BANK

Art. 48. The operations of the National Bank shall be managed by the
Governor.
The Governor of the National Bank shall be appointed, on the proposal of
the Federal Executive Council, by the Federal Assembly for a term of four
years.

Art. 49. The Governor shall manage the work and organize the operations
of the National Bank on the basis of the Law and the By-Laws of the
Bank.
The Governor shall represent the Bank in all its relations with govern
ernmental organs and third parties.
In matters involving property, the Governor or two officers authorized to
do so shall sign for the National Bank, in the manner prescribed by the
Bank's By-Laws.
In other matters, the manner of signing for the National Bank shall be
defined by the Bank's By-Laws.

Art. 50. A Vice-Governor may be appointed in the National Bank.
The Vice-Governor shall be appointed by the Federal Executive Council
for a term of four years. The same person may be reappointed Vice
Governor.
The By-Laws of the National Bank shall determine which of the opera
tions reserved to the Governor may be delegated by the Governor to the
Vice-Governor or to other leading officers of the Bank.
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Art. 51. When the Governor is absent or incapable of performing his
duties, his substitute shall be the Vice-Governor, who then shall have all
the rights and powers of the Governor.

Art. 52. A council of the working community of the National Bank shall
be formed in the National Bank.
The council of the working community of the National Bank shall be
elected by the working people employed in the operational units of the
National Bank in the manner and by the procedure established by the Bank's
By-Laws and in accordance with the Federal law on the election of managing
organs of working organizations.

Art. 53. The number of members of the council of the working com
munity, the manner of their election and the duration of their term, as well
as the operating procedure and the manner of taking decisions, shall be
prescribed by the By-Laws of the National Bank in accordance with the law.

shall:

Art. 54.

The council of the working community of the National Bank

( 1) establish the By-Laws of the National Bank;

(3 )
(2)

( 4)

(5)

(6)

(7)

establish the rules on the distribution of income (net revenue);
establish the rules on principles for the distribution of resources
intended for personal incomes;
establish the financial plan and the balance sheet of the National
Bank, in agreement with the Governor;
establish, in agreement with the Federal Secretary for Finance, the
schedule of fees which the National Bank charges for the services
that it performs in its operations;
decide on the use of the assets of the funds of the National Bank,
except those of the special reserve fund;
promote the improvement of working conditions and the professional
qualifications of Bank workers.

Art. 55. The National Bank may have operational units in places where
the needs of the economy so require.
The internal organization, the field of activities and the rights and duties
of the operational units shall be prescribed in the By-Laws of the National
Bank.
The working community of an operational unit of the National Bank
shall have rights of self-management as prescribed in the By-Laws and in
accordance with the law.

Art. 56. The leading officer of an operational unit of the National Bank
shall manage the work and organize the operations of the unit on the basis
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of existing regulations and the By-Laws of the National Bank, but on the
Governor's instructions.
The leading officer of an operational unit shall validly represent and act
for the Bank in matters specified in the By-Laws of the National Bank.
The leading officer of an operational unit shall be appointed in the manner
provided in the By-Laws of the National Bank.

Art.
Working community councils shall be formed in the operational
units of the National Bank, in the manner and by the procedure provided in
the By-Laws of the National Bank, and in accordance with the Federal law
on the election of managing organs of working organizations which have
operational units (departments and the like) in their structure.
The rights and duties of the councils referred to in the first paragraph of
this Article, as well as the mutual relations between the council of the
working community of the National Bank and the councils of the working
communities of its operational units, shall be prescribed in the By-Laws of
the National Bank.

57.

Art.
The council of the working community of the National Bank or
the council of the working community of an operational unit of the National
Bank shall decide on the admission of workers and on the cessation of their
work, as well as on other mutual labor relations.
The By-Laws of the National Bank shall provide for posts which may be
filled by workers only in agreement with the Governor or the leading
officer of an operational unit of the National Bank.

58.

V. REVENUES AND FUNDS OF THE NATIONAL BANK
Art.
The revenues of the National Bank shall be:
( 1 ) fees according to the terms and conditions for services which the
National Bank performs for its clients;
(2) that part of the interest which remains with the National Bank as
recompense for performing its tasks;
( 3 ) other revenues which the National Bank realizes from its operations.
The part of the interest referred to in the second item of the first para
graph of this Article shall be determined by the Federal Assembly in
accordance with the volume of business activity and the results of the work
of the Bank, as well as in accordance with the movement of personal
incomes of working people in working organizations, having in view also
the need for setting aside assets for the Bank's funds.
As an exception to the second paragraph of this Article, the Federal
Assembly may decide on a special way of covering certain kinds of expendi
tures which the National Bank incurs in the operations which it carries out
for the account of the Federation.

59.

Art. 60. The revenues and expenditures of the National Bank shall be
established for each year in the financial plan.
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Art. 61. The revenues referred to in Article 59 of this Law which the
National Bank realizes in accordance with the final accounting statement
shall represent the total revenues for the year for which the final balance
sheet is prepared.
Out of total revenues the National Bank shall pay:
( 1 ) depreciation of fixed assets and inventory;
(2) interest on the operational fund;
( 3 ) turnover tax;
( 4) expenses for supplies and other operational expenditures.
The total revenues of the National Bank minus the operational expendi
tures referred to in the second paragraph of this Article shall represent its
income (net revenue).

Art. 62. On its income (net revenue) the National Bank shall not be
required to pay a contribution from income.

Art, 63. The National Bank shall carry out the distribution of its income
(net revenue) in accordance with the regulations applicable to economic
organizations, except as otherwise provided by this Law.

Art, 64. The National Bank shall establish a special reserve fund to cover
risks arising from its credit operations.
Assets for the fund referred to in the first paragraph of this Article shall
be set aside by the National Bank from the total interest collected, in a
percentage to be fixed by the Federal Assembly on the proposal of the
National Bank.
The setting aside of assets for the special reserve fund shall cease when
the fund reaches one per cent of the total amount of credits according to the
final accounting statement of the National Bank for the year in which the
assets were set aside.
The Governor of the National Bank shall decide on the use of the assets
of the special reserve fund.
Art. 65. The National Bank shall bring its organization and operations
into conformity with the provisions of this Law within six months from the
day this Law enters into force.

VI, TRANSITIONAL AND FINAL PROVISIONS

Art. 66. This Law shall enter into force on the eighth day after the date
of its publication in the Official Gazette of Yugoslavia.4
4 The Law entered into force on April 1, 1965.
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The By-Laws of the National Bank of Yugoslavia 1
Art. I. The National Bank of Yugoslavia (hereinafter referred to as the
National Bank) shall be the bank of issue of Yugoslavia.
I. GENERAL PROVISIONS

Art. 2. The National Bank shall perform tasks and carry out operations
on the basis of the National Bank of Yugoslavia Law, the Banking and
Credit Law, other Federal laws, and decisions, resolutions and guidelines of
the Federal Assembly and the Federal Executive Council.
In performing its tasks, the National Bank shall operate in accordance
with the provisions of these By-Laws.

Art. 3. The By-Laws of the National Bank shall establish the internal
organization and operations of the Bank, the competence and responsibility
of its organs, the status of its operational units and the self-management
rights of people working in these units, labor and other internal relations,
as well as other questions of importance for the fulfillment of tasks and
self-management in the Bank.
In addition to the matters referred to in the preceding paragraph, the
By-Laws of the National Bank shall also contain provisions on tasks and
operations entrusted to the National Bank by Article 2 of these By-Laws as
well as by authorizations given to the National Bank by virtue of laws and
other Federal regulations.
The By-Laws of the National Bank and amendments and additions to
them shall be established by the Governor of the National Bank and by the
council of the working community of the National Bank.

The Head Office of the National Bank shall be in Belgrade.
The head offices of operational units of the National Bank shall be in
places designated by these By-Laws or by the decision on the establishment
of an operational unit.
Art. 4.

Art. 5. The National Bank shall be a legal person.
The operational units of the National Bank may appear independently
as parties before the court in connection with operations falling within their
competence.

The National Bank shall be independent in performing its tasks.
For the performance of its tasks, the National Bank shall be responsible
to the Federal Assembly and to the Federal Executive Council.
1 Statut Narodne banka Jugoslavije. The By-Laws were issued by the
Governor and the council of the working community of the National Bank
on December 8, 1965 and were confirmed by the Federal Assembly in its
Decision No. 498 of December 30, 1965.
Art. 6.
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Art. 7. The legality of the work of the National Bank shall be super
vised by the Federal Secretariat for Finance.

Art. 8. The National Bank shall be responsible for the fulfillment of
obligations arising from its operations.
The obligations of the National Bank shall be guaranteed by the
Federation.
Art. 9. The working community of the National Bank shall have the
right of self-management, established by the National Bank of Yugoslavia
Law, Federal regulations and these By-Laws.
The general regulations on labor relations, unless otherwise provided by
the National Bank of Yugoslavia Law or the provisions of these By-Laws or
the general records of the working community of the National Bank
adopted on the basis of these By-Laws, shall be applied as appropriate to
labor relations of workers of the National Bank.

Art. 10. The seal of the National Bank shall contain the full title of
the Bank and the coat-of-arms of the Socialist Federal Republic of
Yugoslavia.
The seal of an operational unit of the National Bank shall contain the full
title of the Bank, the coat-of-arms of the Socialist Federal Republic of
Yugoslavia and the title of the operational unit as established by these
By-Laws.

BANK
Art. l l . On the basis of the regulations referred to in Article 2 of these
By-Laws, the National Bank shall perform the following tasks and
operations:
( 1 ) In performing its issue function, it shall ensure the supply of money
necessary for the unimpeded development of production and trade.
(2) It shall ensure liquidity in payments with foreign countries, regulate
the methods to be applied to these payments and see to the accumulation
and maintenance of foreign exchange reserves.
( 3 ) It shall issue bank notes and coins.
( 4) It shall follow, study, propose and undertake measures relating to
the application of monetary, credit and foreign exchange policy and submit
the corresponding reports and analyses to the Federal Assembly and the
Federal Executive Council.
(5) It shall also perform other operations provided for by Federal
regulations.
11. TASKS AND OPERATIONS OF THE NATIONAL
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Art. 12. By its issue and credit functions, the National Bank shall
ensure the implementation of monetary and credit policy in accordance with
the social plan of Yugoslavia, other Federal regulations and requirements
for the stability of the economy.
1. REGULATION OF THE MONEY SUPPLY

Art. 13. In performing its function of ensuring the implementation of
monetary and credit policy, the National Bank shall especially:
( 1 ) undertake measures of monetary and credit policy as authorized by
Federal laws and other Federal regulations;
( 2 ) submit proposals for taking measures in the field of monetary and
credit policy;
(3) determine, within the margins prescribed by law, the proportion of
compulsory reserves which business banks are obliged to keep
with the National Bank;
( 4) submit proposals to the Federal Executive Council for establishing
the interest rate on credits granted by the National Bank to business
banks;
(5) make proposals for determining sources, volume and purposes of
resources which may be utilized by the National Bank for granting
credits and determine the sources of funds for business banks and
the limits within which they may grant credits for certain operations
or purposes;
( 6) grant to business banks credits for the supply of money to the
economy and regulate their credit potential;
(7) prescribe conditions and methods for establishing the creditworthiness
of credit applicants, other conditions for granting credits, the method
of fixing the amount of credit, the necessary documentation and the
keeping of credit records;
(8) determine the maximum period for repayment of short-term credits
for individual purposes, periods for the granting of credit to offset an
uneven inflow of receipts, as well as cases and conditions in which
business banks may grant short-term credits for extra stocks of
goods;
(9) determine conditions for the granting of consumer credits.

Art. 14. Credit operations performed by the National Bank shall
comprise:
( 1 ) the granting of credit to business banks;
( 2 ) the granting of credit to the Federation;
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( 3 ) the granting of credit to the borrowers referred to in Article 43 of
the National Bank Yugoslavia Law and other users determined by
Federal regulations;
( 4) the performance, in addition, of other operations in the credit field.

Art.
The National Bank shall control the work of business banks in
respect of the implementation of short-term credit policy.
Control of the work of business banks as referred to in the preceding para
graph shall be understood to mean the supervision performed by the
National Bank in respect of observance by these banks of the regulations
and guidelines by which credit policy is determined, as well as supervision in
respect of the maintenance of the liquidity of business banks.

15.

Art. 16. In controlling the implementation of short-term credit policy,
the National Bank shall have the right to inspect the business books and
other documents of business banks and of the beneficiaries of their credits,
as well as the business books and other documentation of other credit users
receiving credit direct from the National Bank.
The control referred to in the preceding paragraph shall be performed
according to a uniform procedure established by the Governor of the
National Bank.

Art.
In controlling the work of business banks as described in the
preceding Article, the National Bank shall apply the authorizations given to
it by Articles 46 and 47 of the National Bank of Yugoslavia Law.
Should the National Bank, in carrying out the control, find that a criminal
act or an economic offense has been committed, the authorized control
officer who has made the finding shall notify the public prosecutor.

17.

Art.
The National Bank may issue promissory notes and deposit
certificates in performing its function of ensuring the necessary supply of
money.
The Governor of the National Bank shall prescribe detailed provisions on
the issue of promissory notes and deposit certificates by the National Bank.

18.

Art.
The National Bank shall issue instructions for the implementa
tion of short-term credit policy, in accordance with the authorizations and
provisions by which that policy has been established.

19.

Ensuring Liquidity in Payments with Foreign Countries
Art. 20. The National Bank shall ensure liquidity in payments with
foreign countries by coordinating the use of foreign means of payment
with their inflow.
2. PAYMENTS AND CREDIT RELATIONS WITH FOREIGN COUNTRIES
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In order to attain the objective expressed in the preceding paragraph, the
National Bank shall accumulate liquid foreign exchange reserves, manage
them and propose and take measures for maintaining them in tht'
necessary amounts.

Art. 21. Permanent foreign exchange reserves shall be accumulated in
the National Bank and shall be managed by it in accordance with the law
by which they are established.

Credit Relations with Foreign Countries
Art. 22. The National Bank shall propose measures for the regulation
of credit relations with foreign countries, take such measures as it is
authorized by law to take and cooperate with business banks in such
operations.

Art. 23. In order to promote credit relations with foreign countries and
ensure judicious conduct of these relations, and on the basis of Federal
provisions and of authorizations obtained, the National Bank shall:
( 1 ) conclude with foreign banks and other financial organizations con
tracts for obtaining and granting credits to finance imports and
exports of goods and services, as well as other financial and
banking arrangements;
(2) conclude contracts on insurance and refinancing of commercial
credits in connection with the claims of foreign and domestic
suppliers;
(3) provide guarantees in connection with the operations mentioned in
items ( 1 ) and (2) above;
( 4) propose to the competent Federal organ the fixing of the amount
of foreign means of payment which an authorized bank must have
at its disposal in its credit fund, or the amount of foreign means of
payment deposited with it, in order to make it possible to carry out
credit operations with foreign countries and issue guarantees for
such operations;
(5) judge whether a business bank has at its disposal the professional
personnel necessary for carrying out credit operations with foreign
countries;
(6) implement intergovernment agreements on loans and credits, if so
authorized by the Federal Executive Council;
( 7 ) give advance approval to economic organizations for initiating
negotiations for imports and exports of goods on credit, as well as
for the conclusion of other credit operations with foreign countries
in cases where such approval is required by Federal law;

©International Monetary Fund. Not for Redistribution

7 64

YUGOSLAVIA

ensure judicious conduct of credit relations with foreign countries,
receive from economic organizations and authorized banks notifica
tions or reports on credit operations concluded with foreign countries
and establish the method and time within which such notifications
and reports are to be submitted;
(9) allow economic organizations to postpone the deposit of the dinar
value of imports or to prolong the period for transferring foreign
exchange to Yugoslavia for exports on credit, where such postpone
ment or prolongation is provided by Federal law.
Should the National Bank, in giving its approval or consent pursuant to
the preceding paragraph, find that a foreign exchange offense has been com
mitted, it shall notify the Federal organ charged with the control of
foreign exchange operations.
(8)

Foreign Exchange and Payments Operations with Foreign Countries
Art. 24. The National Bank shall organize and carry out payments
operations with foreign countries and foreign exchange and foreign
currency operations.
The National Bank shall carry out the operations enumerated in the pre
ceding paragraph according to the provisions of the National Bank of
Yugoslavia Law, the Law on Foreign Exchange and Payments Operations
with Foreign Countries, the Law on Foreign Exchange Inspection and
other Federal regulations.

Art. 25. The National Bank shall carry out the following operations
within the framework of the tasks mentioned in the preceding Article:
(
organize and carry out payments with foreign countries;
(2) organize and carry out purchases and sales of foreign exchange,
foreign currencies and gold and other precious metals, and purchase
old silver and nickel coins;
(3) receive savings deposits in foreign currencies, keep the foreign
exchange accounts of citizens and determine the rate at which the
National Bank shall pay interest on such funds;
( 4) authorize business banks and other working organizations to per
form the operations mentioned in item (2), unless otherwise
provided by the Law on Foreign Exchange and Payments Opera
tions with Foreign Countries or other Federal regulations;
(5) make proposals to the competent Federal organ for determining
the banks authorized to sell foreign exchange (authorized banks) ;
(6) give approval to economic organizations, if the nature of their
operations so requires, to keep foreign exchange temporarily on
their accounts abroad;

1)
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(7) see to the implementation of the balance of payments and foreign
exchange program and make proposals to the competent organs
to take measures for its implementation;
(8) implement payments and financial agreements with foreign
countries;
(9) determine the method of payment vis-a-vis countries with which
no payments agreements have been concluded;
( 10) carry out operations in connection with foreign State loans and
credits and other foreign State debts;
( 1 1 ) buy and sell dinars abroad;
(12) issue decisions and grant approvals as required by foreign exchange
regulations, in its capacity as authorized foreign exchange organ;
( 1 3 ) maintain relations with and participate in international financial
organizations;
( 14) keep records, compile and analyze statistical data and prepare
analyses of all payments with foreign countries and of the imple
mentation of the balance of payments and foreign exchange
program;
( 15) perform other tasks in the field of foreign trade payments and
other financial operations with foreign countries which may be
entrusted to it by Federal regulations.

Art. 26. On the basis of its legal authorization, the National Bank shall
issue instructions for the uniform carrying out of foreign payments opera
tions and of foreign exchange and foreign currency operations and shall
establish standard forms to be used in such operations.

Control of Foreign Exchange Operations
Art. 27. On the basis of authorizations contained in the Law on
Foreign Exchange Inspection and in the Law on Foreign Exchange and
Payments Operations with Foreign Countries, the National Bank, as foreign
exchange organ, shall perform certain foreign exchange inspection and
control operations.

Art. 28. Pursuant to the preceding Article, the National Bank shall
perform the following control operations:
( 1 ) control of foreign exchange operations relating to the collection of
proceeds from goods exported and to payments for goods imported,
as well as control of collections and payments for services con
nected with these operations;
(2) control of foreign exchange operations related to collection or pay
ments effected through restricted accounts abroad;
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(3) control of operations of authorized exchange offices;
( 4) control of production, processing and trade in gold and other
precious metals in Yugoslavia, as well as of trade in gold and other
precious metals abroad.

Art. 29. The National Bank shall control the foreign exchange opera
tions specified in items ( 1 ) and ( 2) of the preceding Article by inspecting
documents in its possession (documentary control) and, if necessary, by
direct inspection of other documents of participants in foreign exchange
operations.
Art. 30. If, in performing the foreign exchange inspection and control
operations described in Article 28 of these By-Laws, the person authorized
to that effect by the National Bank ascertains illegalities or finds that
measures ordered by the competent organs were not applied, he shall be
obliged to report it at once to the Federal administrative organ charged
with the inspection of foreign exchange operations.

Art. 31. Should an illegality found in conformity with the provisions of
the preceding Article constitute a criminal act or an economic offense, the
person authorized by the National Bank to carry out the inspection and
control of foreign exchange operations shall be obliged to submit a
notification to this effect to the competent public prosecutor.

3. ISSUE OF BANK NOTES AND COINS
Art. 32. The National Bank shall issue bank notes and coins.
The National Bank shall issue the bank notes and coins in accordance
with the general economic policy established by the social plan of
Yugoslavia and by other Federal regulations.
Art. 33. The bank notes and coins issued by the National Bank shall
be legal tender.

Art. 34. The National Bank shall make proposals for the issue of new
types of bank notes and coins.

Art. 35. The bank notes issued by the National Bank shall bear the
facsimile signatures of the Governor and the Vice-Governor of the
National Bank.

Art. 36. The Governor of the National Bank shall determine the
quantity and amounts of bank notes or coins to be manufactured, by denom
ination and by total amount, in accordance with cash requirements.
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Art.
The Governor of the National Bank, in agreement with the
Federal Executive Council, shall make decisions on the types of bank notes
and coins that are to be put into or withdrawn from circulation.
The decisions referred to in the preceding paragraph shall establish the
day on which bank notes and coins are to be put into circulation, the day of
withdrawing them from circulation, the amounts of bank notes and coins,
by denomination, put into or withdrawn from circulation, including a
detailed description of them, as well as the period within which the
National Bank will exchange bank notes or coins which have ceased to be
legal tender.
The decision on putting bank notes and coins into circulation and
withdrawing them from circulation shall be published in the Official
Gazette of Yugoslavia.
Art. 38. After the expiration of the period referred to in the second
paragraph of the preceding Article, the subsequent exchange of bank notes
and coins which have ceased to be legal tender may be made within a
further period of not more than three years.
The length of the period mentioned in the preceding paragraph shall be
established by the Federal Secretary for Finance on the proposal of the
National Bank.
The amount of those bank notes and coins which have not been
exchanged within the period referred to in the second paragraph of this
Article shall represent revenue of the Federation.

39.

The National Bank shall exchange bank notes and coins which
Art.
become unfit for circulation.
Regulations issued by the Governor of the National Bank in accordance
with Article 38 of the National Bank of Yugoslavia Law shall establish
which bank notes and coins shall be treated as unfit for circulation and
under what conditions they shall be exchanged.
The conditions under which damaged bank notes and coins shall be
exchanged must be posted publicly in offices of the operational units of the
National Bank or in the cashier's office where the exchange takes place.
Art. 40. Bank notes and coins withdrawn from circulation shall be
destroyed on the basis of a decision of the Governor of the National Bank
and in such manner as he may decide.
Art. 41. Bank notes and coins issued by the National Bank shall be
manufactured by the Bank Notes Printing Institute.
The conditions for the manufacture of bank notes and coins, as well as
the manner of maintaining control over their manufacture, shall be estab
lished by a contract between the National Bank and the Bank Notes Printing
Institute.
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Art. 42. The National Bank shall compile and analyze statistical data
concerning short-term credit operations, foreign exchange and foreign cur
rency operations, payments operations with foreign countries, foreign credit
operations and other related banking operations performed by the National
Bank and by other banks.
4. ANALYTICAL AND STATISTICAL OPERATIONS

Art. 43. On the basis of statistical data compiled and analyzed under
the preceding Article, the National Bank shall prepare credit and monetary
analyses, analyses of all payments effected with foreign countries and of
the implementation of the balance of payments and foreign exchange
program, as well as other analyses connected with operations performed by
the National Bank and by other banks.
In preparing the analyses referred to in the preceding paragraph, the
National Bank shall also utilize data, reports and analyses made for social
accounting operations, as well as data and analyses of other banks, organs
and institutions.
In order to perform the tasks assigned in the preceding paragraphs and
in Article 42 of these By-Laws, the National Bank may require business
banks and other working organizations to submit data or send reports to it
on questions connected with the implementation of short-term credit
policy and foreign exchange policy.
Art. 44. The National Bank shall publish statistical data and analyses
in its regular and periodical publications.
The Governor of the National Bank shall determine which data and which
analyses shall be published and within what period.

5. OTHER OPERATIONS OF THE NATIONAL BANK
Operations Relating to State Loans and to Other State Debt
Art. 45. The National Bank shall carry out operations relating to
internal and external loans and other debts of the Federation, except as
otherwise provided for particular loans by a Federal regulation or a loan
agreement.
Art. 46. The National Bank shall carry out operations relating to
foreign loans of the Federation on the basis of the provisions of loan agree
ments concluded between Yugoslavia and foreign lenders or on the basis of
the law on the loan and of other regulations issued in connection with
individual foreign State loans.
The National Bank shall carry out operations concerning other debts of
the Federation on the basis of agreements concluded and of decisions of the
competent Federal organs.

Art. 47. The National Bank shall perform operations connected with
internal loans of the Federation on the basis of the Law on the Issue of
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Internal Loans, as well as on the basis of other Federal regulations issued in
connection with particular internal loans of the Federation.

Issue of Guarantees
Art. 4·8. The National Bank may issue letters of guarantee and other
forms of guarantees to business banks and working and other organizations
in connection with their operations in the country and abroad.
Detailed provisions on the method of issuing guarantees by the National
Bank shall be established by the Governor of the National Bank.

Nonmonetary Deposits
Art. 49. The National Bank may receive for safe custody, from working
and other organizations, from legal persons and from citizens, gold,
other precious metals, objects of gold and other precious metals and foreign
currencies, as well as gold, other fine metals and jewels which are involved
in litigation before the courts or other competent organs.

Issue of Tax Stamps
Art. 50. The National Bank may issue stamps evidencing payment of
fees and taxes.
In connection with the operation referred to in the foregoing paragraph,
the National Bank shall see to the manufacture of the stamps and to their
circulation.
The National Bank shall carry out the operations indicated in the first
paragraph of this Article on the basis of authorization from the competent
Federal organ.

General and Organizational Operations
Art. 5 1 . By operations of a general and organizational character shall
be understood operations of a general and internal character through which
the performance of the basic functions and tasks of the Bank is to be
ensured.
Ill.

Art. 52. The organs of the National Bank shall be the Governor of the
National Bank, who shall manage the operations of the National Bank, and
the council of the working community of the National Bank, in relationships
established by Federal law and by these By-Laws.
ORGANS AND ORGANIZATION OF THE NATIONAL BANK

1 . GOVERNOR
Art. 53. The Governor shall manage the work and organize the opera
tions of the National Bank on the basis of Federal laws, other Federal
regulations and these By-Laws.
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The Governor shall represent the Bank and act on its behalf in all its
relations with State organs and third persons.
The Governor shall be responsible for the legality, orderliness and time
liness of the work of the National Bank and for the performance of the
tasks and operations in the National Bank's field of activities.
Art. 54. The Governor shall be appointed by the Federal Assembly,
on the proposal of the Federal Executive Council, for a term of four years.

Art. 55. Within the framework of his function of managing the work
and organizing the operations of the National Bank, the Governor shall
adopt decisions, instructions and decrees independently or in conjunction
with the council of the working community of the Bank.

Art. 56. Within the framework of the National Bank's function of
ensuring the implementation of monetary, credit and foreign exchange
policy, the Governor shall have authority to:
( 1 ) submit proposals to Federal organs for taking necessary measures
in the field of monetary, credit and foreign exchange policy;
(2) submit reports to the Federal Assembly and to the Federal Execu
tive Council on the implementation of monetary, credit and foreign
exchange policy and the policy of credit relations with foreign
countries;
(3) make proposals for determining the sources, volume and purposes
of the resources which may be used by the National Bank for
granting credits;
( adopt decisions on establishing the conditions under which the
National Bank shall grant credits;
(5) adopt decisions on the amount of reserves that business banks are
required to hold at the National Bank;
(6) adopt decisions establishing conditions for the granting of consumer
credits;
(7) submit proposals to the Federal Executive Council for establishing
the level of the interest rate on credits granted to business banks
by the National Bank;
( 8 ) adopt decisions on establishing sources of funds from which busi
ness banks may grant credits for specified operations or purposes;
(9) adopt decisions prescribing conditions and methods of establishing
the creditworthiness of credit applicants, other conditions for grant
ing credits, and methods of establishing the amount of credit, the
documentation required and the keeping of credit records;

4)
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( 10) grant credits to business banks and to other users to whom the
Bank may grant credits direct;
( 1 1) grant authorizations to managers of operational units for granting
credits;
( 12) decide on measures to be taken in connection with the control of
the work of business banks;
( 13 ) adopt decisions on the issue of promissory notes and deposit certifi
cates by the National Bank;
( 14) make proposals and adopt decisions on measures to be taken for
ensuring liquidity in payments with foreign countries;
( 1 5 ) decide on the conclusion of credits with foreign banks and financial
organizations and on the conclusion of other banking arrangements;
( 16) grant foreign exchange credits to business banks;
( 17) take decisions on the formation of current foreign exchange reserves
and decide on measures to be taken for maintaining them in the
necessary amounts;
( 18) take decisions concerning the management of the permanent foreign
exchange reserves in accordance with the provisions on their
formation;
( 19 ) represent the National Bank in international financial organizations;
(20) take decisions on the fixing of prices at which the National Bank
shall buy and sell gold, other precious metals and silver, if such
prices have not been fixed by regulations;
(21) submit proposals to the Federal Assembly for taking decisions on
the printing of new types of bank notes and coins;
(22) take decisions, in agreement with the Federal Executive Council, on
putting into circulation or withdrawing from circulation certain
types of bank notes and coins;
(23) decide on quantities and types of bank notes and coins the manu
facture of which should be undertaken within a fixed period in
order to supply the economy with the necessary quantity of cash;
(24) decide on other questions connected with the performance of the
Bank's tasks and operations.
Decisions by the Governor in respect of matters referred to in the
preceding paragraph taken on the basis of authorizations given to the
National Bank shall be published in the Official Gazette of Yugoslavia.
The following matters concerning the internal operations of the Bank
shall be within the competence of the Governor:
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( 1 ) to submit proposals to the Federal Assembly for establishing the
percentage of resources to be allocated to the special reserve fund
of the National Bank out of total interest collected;
(2) to decide on the utilization of resources of the special reserve fund
of the Bank and to authorize managers of operational units to
take decisions on the utilization of resources from this fund, up to
a specified amount;
( 3) to grant authorization to sign on behalf of the Bank;
( 4) to take measures and issue orders for the implementation of deci
sions and conclusions of the council of the working community of
the bank;
(5) to decide on other matters concerning the internal operations of the
Bank which do not fall within the competence of the council of
the working community of the Bank.

Art. 57. The Governor shall decide the following matters in agreement
with the council of the working community of the Bank:
( 1 ) on the foundation and liquidation of operational units of the Bank;
(2) on the adoption of rules on the internal organization and work of
the Bank.
Art. 58. A Vice-Governor may be appointed in the National Bank.
The Vice-Governor of the National Bank shall be appointed by the
Federal Executive Council for a term of four years.
The same person may be reappointed Vice-Governor.

Art. 59. The Vice-Governor shall replace the Governor when the
latter is absent or incapable of performing his duties, and in such case
shall have all the rights and authority of the Governor.

Art. 60. The Vice-Governor shall have authority to carry out all such
operations within the competence of the Governor as are delegated to
him by the Governor.
The Governor may also, if necessary, delegate to other workers of the
Bank certain operations within his competence.

Art. 61. General managers in the Head Office of the National Bank
shall assist the Governor and the Vice-Governor in carrying out their
functions and shall perform tasks assigned to them by the Governor.
Art. 62. An Advisory Board shall be formed to advise the Governor
on questions within his field of activities.
This Advisory Board shall consider and submit to the Governor opinions

©International Monetary Fund. Not for Redistribution

BY-LAWS OF NATIONAL BANK OF YUGOSLAVIA

773

on the more important questions in connection with carrying out the tasks
of the Bank as well as on the more important questions relating to the
internal administration and work of the Bank.
The Advisory Board shall be formed by a decision of the Governor.
The Governor shall convene meetings of the Advisory Board and direct
its work.
More detailed provisions on the composition and methods of the work
of the Advisory Board shall be established by rules adopted by the Governor.
2. COUNCIL OF THE WORKING COMMUNITY OF THE NATIONAL BANK
Art. 63. The council of the working community of the National Bank
shall be elected by the working people employed in operational units of
the National Bank.
Art. 64. In exercising the rights of self-management of the working
community of the Bank, the council of the working community of the
Bank shall make its decisions and conclusions independently or in
agreement with the Governor.
Decisions and conclusions by the council of the working community
made independently shall be signed by the president of the council, but
decisions and conclusions made in agreement with the Governor shall be
signed both by the Governor and by the president of the council.
Art. 65. The council of the working community shall have authority
to:
(

1)

prescribe regulations on the distribution of income (net revenue) ;

(2) prescribe regulations on principles for the distribution of resources
intended for personal incomes;

(3)

fix, in agreement with the Federal Secretary for Finance, the
schedule of fees charged by the National Bank as compensation
for services rendered in its operations;

( 4) take decisions on the utilization of resources of the funds of the
National Bank, with the exception of the special reserve fund;

(5)

(7)

decide on buying, selling, leasing, or transferring without com
pensation, business premises, common social-welfare premises and
improved mechanized equipment of the Bank;

( 6 ) decide on the formation of the funds of the National Bank;
consider and adopt periodic settlements of income realized and
expenditures made by the Bank, and take decisions on the distri
bution of resources to operational units according to the settle
ment account;

( 8 ) prescribe regulations on labor relations and rules on disciplinary
and practical responsibility of workers of the Bank;
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(9)

( 10)
(11)

( 12)
( 13 )
( 14)

prescribe regulations on reimbursement of travel and other expenses
of workers of the Bank;
prescribe regulations on hygienic-technical protection;
prescribe rules for the work of the council of the working community of the Bank;
take action to improve working conditions in the National Bank;
promote the professional education of workers of the Bank;
approve other acts of a general character and decide on other
matters which, by their nature, fall within the competence of
the council of the working community of the Bank.

Art. 66. The council of the working community of the Bank shall
decide the following matters in agreement with the Governor:
( I ) on submitting a request to the Federal Assembly for determining
the portion of interest which shall remain with the National Bank
as compensation for performing its tasks;
(2) on the adoption of the financial plan and the final accounting
statement of the National Bank;
(3) on admitting workers to posts as provided by these By-Laws;
( 4) other matters concerning the Bank's internal operations for which
the Governor has requested the consent or opinion of the council.

3.

Art. 67. In order to perform its tasks and operations, the National
Bank shall have the following operational units:
A Head Office in Belgrade and Central Offices in the capitals of the
Socialist Republics.
The National Bank may also have, as operational units, branch offices
in places where the needs of the economy and operations of the National
Bank so require.
Operational units may have agencies as their outlying offices.
In accordance with the foregoing paragraphs of this Article, the opera
tional units of the National Bank shall bear the following titles:
National Bank of Yugoslavia-Head Office in Belgrade
National Bank of Yugoslavia-Central Office in (name of the place
where located)
National Bank of Yugoslavia-Branch Office in (name of the place
where located)
An agency shall bear the title:
National Bank of Yugoslavia-Agency in (name of the place where
located).
OPERATIONAL UNITS OF THE BANK AND THEIR FIELD OF ACTIVITIES
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Art. 68. The Governor, in agreement with the council of the working
community of the National Bank, shall take the decisions on founding and
abolishing branch offices of the National Bank, as well as representations
abroad.
The leading officer of an operational unit, in agreement with the council
of the working community of the operational unit, shall take the decisions
on founding and abolishing agencies.
Approval of the Governor shall be required to found or abolish an
agency.
Art. 69. The decision on founding a branch office or an agency shall
also determine its sphere of action, in accordance with the sphere of action
provided by these By-Laws , its territorial jurisdiction and its location.

Art. 70. The Head Office of the National Bank shall ensure the imple
mentation of a uniform monetary, credit and foreign exchange system by
adopting decisions and resolutions based on authorizations under Federal
regulations, and by issuing instructions for work in operational units of the
National Bank and in business banks.
In performing the tasks referred to in the preceding paragraph, the Head
Office of the National Bank shall organize, direct and coordinate the over
all work of the Bank and shall control the work of other operational units
in respect of the correct implementation of regulations, decisions of the
Bank's organs and instructions for the work of operational units.

Art. 71. In addition to the operations mentioned in the preceding
Article, the Head Office of the National Bank shall also carry out operations
in connection with regulation of the money supply, liquidity in payments
with foreign countries, credit operations with foreign countries, foreign
exchange operations and payments with foreign countries, control of
foreign exchange operations, issue of bank notes, coins and tax stamps,
analytical and statistical operations, and other operations of the National
Bank as provided in the National Bank of Yugoslavia Law, other Federal
regulations and these By-Laws.

Art. 72. The Vice-Governor shall manage the work and operations of
the Head Office, as an operational unit.

Art. 73. The Central Offices of the National Bank shall carry out
operations of an executive and operative character arising from the basic
functions of the National Bank and in accordance with decisions and
instructions of organs of the Bank.
The work and operations of a Central Office shall be managed by a
General Manager, who, if necessary, may have a deputy.
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Art. 74. A branch office of the National Bank shall carry out opera
tions of an executive and operative character as determined by the decision
on its founding, as well as other operations delegated to it by decisions of
organs of the Bank.
The work and operations of a branch office shall be managed by the
manager of the branch office, who, if necessary, may have a deputy.
Art. 75. An agency shall carry out operations as determined by the
decision on its founding, under the jurisdiction of the operational unit of
which it is an organizational part.
The work and operations of an agency shall be managed by an agency
chief.

Art. 76. The operational units of the National Bank shall ensure in
their territories the correct implementation of the regulations under which
the tasks of the National Bank are determined, as well as the correct
implementation of decisions and instructions of organs of the Bank.

Art. 77. The internal organization of operational units of the National
Bank shall ensure uniformity in the performance of the basic functions
and tasks of the National Bank and shall ensure the efficient performance
of all operations within the Bank's sphere of action.
According to the provisions of the foregoing paragraph, the operations
of operational units of the National Bank shall be divided into two basic
categories:
( 1 ) operations related to the execution of the basic functions of the
Bank, and
(2) operations of a general and organizational nature.
4. INTERNAL ORGANIZATION OF OPERATIONAL UNITS

Art. 78. Operations related to the execution of the basic functions of
the National Bank shall be:
( 1 ) operations of a directive, analytical and research character, such as
issuance of decisions and instructions related to banking operations,
preparation of analyses, studies and information, and preparation
of proposals and draft regulations connected with tasks entrusted
to the Bank;
(2) operations of an operative-executive character, such as credit opera
tions, payments operations with foreign countries, credit and foreign
exchange control operations, and the like.

Art. 79. In addition to the operations referred to in the preceding
Article, operational units shall also perform operations of a general and
organizational nature, such as those related to bank organization, legal
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operations, accounting and bank financing operations, personnel operations,
general administrative operations, and the like.

Art. 80. Operational units of the National Bank may have the following
organizational parts: departments, directorates, services, divisions and
subdivisions.
Banking operations shall be assigned to the organizational parts referred
to in the preceding paragraph according to their nature, importance, com
plexity, scope of action, and the like.
The Regulations on the Internal Organization and Work of the Bank
may also provide for other titles for the particular organizational parts
referred to in the first paragraph of this Article (for example, Secretariat,
Inspectorate, Control, and the like) .

Art. 81. A department shall be an organizational part i n which the
operations of a directive, analytical and research character referred to in
Article 78, item ( 1 ) , of these By-Laws are performed. Departments may be
formed only in the Head Office of the National Bank.
Departments may be divided, if necessary, into divisions.
A directorate shall be an organizational part where the operations of an
operative-executive character referred to in Article 78, item
are
performed and may also be formed, if necessary, for operations of a
general and organizational nature referred to in Article 79 of these By-Laws.
A directorate may, if necessary, be divided into divisions. Instead of
directorates, services may be formed as independent organizational parts.
Services and divisions may, if necessary, be divided into subdivisions.

( 2 ),

Art. 82. Divisions and subdivisions may be formed at the branch
offices of the National Bank.
Agencies shall not be divided into organizational parts.

Art. 83. The titles of leading officers of organizational parts in opera
tional units of the National Bank shall be determined by the Regulations
on the Internal Organization and Work of the Bank.

Art. 84. The Governor shall decide on the organization of the opera
tions of the separate organizational unit which performs the operations
referred to in Article 43 of the National Bank of Yugoslavia Law, in
accordance with its tasks.

Art. 85. More detailed proviSions on the internal organization of the
National Bank shall be prescribed in the Regulations on the Internal
Organization and Work of the Bank.
The internal organization of an operational unit shall be established by
the regulations on the internal organization of that operational unit adopted
by the leading officer of the unit in agreement with the council of the
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working community of the unit, and in accordance with these By-Laws and
the provisions of the Regulations referred to in the preceding paragraph.

5. ORGANS OF OPERATIONAL UNITS
a. Leading Officer of an Operational Unit
Art.
The leading officers of operational units of the National
Bank shall manage the work and organize the operations of those units
on the basis of valid regulations and these By-Laws and on instructions of
the Governor.
The leading officers of operational units of the National Bank shall
validly represent the Bank and act on its behalf in operations within the
competence of an operational unit, as determined by these By-Laws.
The leading officers of operational units are responsible for the legality,
orderliness and timeliness of the work of operational units and for the
execution of the tasks and operations of the National Bank that are
within the competence of an operational unit.

86.

Art.
Within the framework of his functions of managing the work
and organizing the operations of an operational unit, the leading officer
of an operational unit shall adopt decisions and conclusions independently or
in agreement with the council of the working community of the opera
tional unit.

87.

Art.
In addition to the general functions which he shall have as
the leading officer of an operational unit, the General Manager of a
Central Office shall have authority to:
( 1 ) submit proposals to the Governor for undertaking necessary mea
sures in the field of monetary, credit and foreign exchange" policy;
(2) submit reports to the Governor on the implementation of mone
tary, credit and foreign exchange policy;
( 3) grant credits to business banks within the framework of authoriza
tions given to him;
( 4) organize control of the work of business banks for the implementa
tion of credit policy;
(5) organize foreign exchange and foreign currency operations and
control over the work of authorized exchange offices;
( 6) organize foreign exchange control operations and certain operations
in respect of foreign exchange inspection;
(7) organize operations in connection with supplying the economy with
cash.
In matters pertaining to the Bank's internal operations, the General
Manager of a Central Office shall have authority to:

88.
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( 1 ) grant authorizations for signing on behalf of the Bank;
(2) take decisions on writing off Bank claims against the special reserve
fund, within the framework of the authorization given to him;
(3) take decisions and issue orders for the implementation of decisions
and resolutions of the council of the working community of the
Central Office.
The General Manager of a Central Office shall also decide on other
questions concerning operations of that Central Office which do not fall
within the competence of the council of the working community of the
Central Office.

Art. 89. An Advisory Board shall be formed to advise the General
Manager of a Central Office on questions within his competence.
The Advisory Board shall consider and give opinions to the General
Manager of the Central Office on the more important questions relating
to the execution of the tasks of the Bank, on questions relating to the
organization and work of the Central Office, and on questions on which
the agreement of the General Manager of the Central Office is required
for decisions of the council of the working community of the Central
Office.
Meetings of the Advisory Board shall be convened and the work of the
meetings managed by the General Manager of the Central Office.
The Advisory Board shall be formed by a decision of the General
Manager of the Central Office.
More detailed provisions on the composition and method of work of the
Advisory Board shall be laid down by rules for the work of the Advisory
Board adopted by the General Manager of the Central Office.

Art. 90. An advisory board may be formed at branch offices.
Meetings of the advisory board shall be convened and the work of the
meetings managed by the manager of the branch office.
More detailed provisions on the composition and method of work of
the advisory board shall be laid down by rules adopted by the manager
of the branch office.

b. Council of the Working Community of an Operational Unit
Art. 91. The council of the working community of an operational
unit of the National Bank shall be elected by the working people employed
in the operational unit.

Art. 92. In exercising the rights of self-management of the working
community of an operational unit, the council of the working community
shall take its decisions and conclusions independently or in agreement with
the leading officer of the operational unit.
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------- ------ -------- --------

Decisions and conclusions taken independently by the council of the
working community of an operational unit shall be signed by the presi
dent of the council, but decisions and conclusions taken in agreement with
the leading officer of the operational unit shall be signed both by the leading
officer of the operational unit and by the president of the council.

Art. 93. The council of the working community of an operational unit
shall have authority to:
( 1 ) adopt regulations on the distribution of resources intended for
personal incomes;
(2) take decisions on the utilization of resources of funds of the
operational unit;
( 3 ) take decisions on admission of workers to posts in the operational
unit, except as otherwise provided under the National Bank of
Yugoslavia Law and these By-Laws;
( 4) consider and adopt periodic settlements of revenues realized and
expenditures made, and take decisions on the distribution of re
sources to organizational parts for personal incomes, according to
the settlement account;
(5) take decisions, in accordance with Federal regulations and Bank
instructions on the utilization of resources of funds, on buying,
selling, leasing, and transferring without compensation of objects
representing fixed assets and common consumption assets, except
business premises;
(6) decide to write off bad claims of the Bank, except those which
are settled by debiting resources of the special reserve fund of
the National Bank;
(7) consider the draft schedule of fees for services and draft bank
regulations and rules, and submit proposals, comments and opinions
on these drafts;
( 8 ) see to health protection and improvements in living and working
conditions for workers in the operational unit and to the correct
implementation of regulations on hygienic-technical protection of
workers;
(9) consider and undertake measures for the promotion and rationali
zation of operations, for increasing labor productivity, for decreas
ing operational costs and for improving the quality of work in
the operational unit;
( 10) propose measures for the maintenance of order and discipline in
the work of the operational unit;
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( 1 1) decide on the introduction of overtime, night work and work on
days of weekly rest;
( 12) adopt regulations on the assignment of apartments for use by
workers of the operational unit, on the approval of loans for
housing construction and on prepayments for tenants' rights;
( 1 3 ) see to the implementation of guidelines and recommendations of
the council of the working community of the Bank;
( 14) take decisions on the more important questions relevant to the
working community of the operational unit and submit them to
the working community of the operational unit for their considera
tion;
( 15) consider other questions which, under the provisions or decisions
of organs of the Bank, fall within the competence of the council;
( 16) consider other questions pertaining to the internal operations of
the operational unit for which the leading officer of the operational
unit requests the consent or opinion of the council.

Art. 94. The council of the working community of an operational
unit, in agreement with the leading officer of the unit, shall decide on the
following:
( 1 ) the financial plan and the final balance sheet of the operational
unit;
(2) admission of workers to posts according to the second, third and
fourth paragraphs of Article 157 of these By-Laws;
( 3 ) plans for the professional education of workers of the operational
unit, and the granting of scholarships and other forms of assistance
for professional education and further training of workers of the
operational unit.

6.

ELECTION AND METHOD OF WORK OF SELF-MANAGEMENT ORGANS
IN THE NATIONAL BANK

Art. 95. Elections of councils of working communities in the National
Bank shall be carried out according to the manner and procedure laid
down by these By-Laws.
Members of the council of a working community shall be elected for a
period of two years.
Every year one half of the members of the council shall be elected.
Nobody may be elected a member of the same council twice in succession.
Art. 96. The council of the working community of the Bank shall
consist of at least fifteen members.
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In operational units of the Bank with not more than thirty workers, all
workers shall form the council of the working community.
In operational units with more than thirty workers, the council of the
working community shall have at least fifteen members.
The working community of an operational unit shall determine the
number of members of the council of the working community referred to in
the preceding paragraph.

Art.
The election of members of the council of the working com
munity of the Bank shall be carried out by electoral units. Every opera
tional unit of the Bank shall form one electoral unit. The working people
employed in an agency of the National Bank shall be members of the
working community of the operational unit of which that agency is a
part.

97.

Art.
The number of council members elected to the council of the
working community of the Bank by each electoral unit shall be pro
portionate to the number of workers of that electoral unit, but may not be
fewer than one.
For every one hundred workers, one member of the council of the
working community of the Bank shall be elected, and an electoral unit
with a remainder of at least fifty workers shall have the right to elect one
additional member to the council.

98.

Art.
Elections of members of the council of the working com
munity of the Bank shall be called by that council.
Elections of members of the council of the working community of an
operational unit shall be called by that council.
The election day and the number of members of the council to be
elected shall be fixed by the decision calling the election.
Announcement of an election must be made at least thirty days before
the day fixed for the election to take place.

99.

Art. lOO. Elections of members of the council of the working com
munity shall take place, in principle, at the beginning of each year after
the final balance sheet of the National Bank has been approved.

Art. 101. In order to carry out elections of members of the council of
the working community of the Bank, the council shall appoint an electoral
commission consisting of a president and two members.
The electoral commission of the council of the working community of
the Bank shall issue instructions for the work of electoral commissions in
electoral units, shall check the legality of the elections held and shall
proclaim the results of the elections of members of the council of the
working community of the Bank.
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Art. 102. Electoral commissions in electoral units shall be appointed
by the councils of working communities of operational units, and the elec
toral commissions shall also carry out elections of members of councils of
working communities of operational units, if such elections take place at
the same time.
Electoral commissions in electoral units shall see to the legality of the
conduct of elections, shall confirm lists of voters, appoint voting com
mittees, receive and confirm lists of candidates, decide on voting places,
establish and proclaim results of elections of members of the council of
the working community of the Bank in an electoral unit, and shall submit
to the electoral commission of the council of the working community of
the Bank a report on elections held for members of the council of the
working community of the Bank. These commissions shall also establish
and proclaim results of elections of members of the council of the working
community of an operational unit.

Art. 103. Elections of members of councils of working communities
in the National Bank shall be carried out on the basis of the Basic Law on
the Election of Workers' Councils and Other Managing Organs in Work
ing Organizations, and on the basis of relevant Republican regulations in
force in the territory of an electoral unit.

Art. 104. Any worker of the National Bank except the Governor
and the Vice-Governor may be nominated a candidate to become a mem
ber of the council of the working community of the Bank, if he has been
entered in the list of voters of his electoral unit.
Any worker entered in the list of voters of his operational unit, except
the leading officer of the operational unit and his deputy, may be nomi
nated a candidate to become a member of the council of the working com
munity of an operational unit.

Art. 105. The election of members of the councils of working com
munities shall be made by direct and secret ballot.

Art. 106. The election of members of councils of working communities
shall be carried out on the basis of lists of candidates.
Candidates who receive the greatest number of votes, regardless of the
list on which they were entered as candidates, shall be considered as
elected.

Art. 107. In the nomination of candidates, in the election and recall
ing of members of the council of the working community, and in the work
of electoral commissions, the relevant provisions of the Basic Law on the
Election of Workers' Councils and Other Managing Organs in Working
Organizations shall be applied as appropriate.
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Art. 108. The working community of an operational unit may recall
individual members of the council of the working community or the council
as a whole.
A member of the council of the working community of the Bank may
be recalled by voters of the electoral unit which elected him.
The procedure for recall shall be instituted on the proposal of not less
than one fifth of the members of the working community of the operational
unit, in accordance with the provisions of the Basic Law on the Election of
Workers' Councils and Other Managing Organs in Working Organizations.

Art. 109. The council of the working community of the Bank shall be
constituted not later than fifteen days after the elections, and the council of
the working community of an operational unit not later than eight days
after the elections.
The first meeting shall be convened by the president of the former coun
cil and presided over by the oldest member of the council.
The council of the working community shall elect by secret ballot, from
among its own members, a president and a vice-president for a term of
one year.

Art. UO. The council shall work in meetings, which may also be
attended by workers of the Bank or of an operational unit who are not
members of the council.
The date, agenda and place of the meetings shall be determined by the
president of the council.
The council's decisions shall be valid if more than half of the members
are present at the meeting.
Decisions and conclusions shall be taken by the council by a majority of
votes of the members present.

Art. I l l. The council of the working community of the Bank or the
council of the working community of an operational unit shall take deci
sions by a majority of two thirds of the votes of all members of the council
on the more important questions, such as adoption of regulations on the
distribution of income (net revenue) ; adoption of regulations on principles
for the distribution of resources intended for personal incomes; adoption of
regulations on the distribution of resources intended for personal incomes
of an operational unit; adoption of periodic settlements, and of decisions on
the distribution of resources according to the settlement account, to opera
tional units and, in operational units, to organizational parts.
Rules for the work of the council of the working community may provide
for other questions for which a two-thirds majority of the votes of all
members of the council shall be required.

Art. 112. The president of the council, and in his absence the vice
president, shall arrange and convene meetings of the council and manage
the work of these meetings. Should neither the president nor the vice-presi-
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dent be present at a meeting, the council shall designate one of its members
to preside at the meeting.
Meetings of the council of the working community shall take place
whenever necessary, but at least once in every three months.

Art. l l3. The president of the council of the working community of
the Bank or of an operational unit shall also be obliged to convene a
meeting of the council at the request of one third of the members of the
council, as well as at the request of the Governor or the leading officer of
an operational unit.
The president of the council of the working community of an operational
unit shall also convene the council at the request of the Executive Com
mittee of the Trade Union Branch of the workers of an operational unit.
Sponsors of requests as referred to in the preceding paragraphs shall be
obliged to submit to the president of the council of the working com
munity, with their request that a meeting be convened, their proposal for
the agenda with explanatory notes.

Art. 1 14. The Governor or the Vice-Governor shall, if necessary,
attend meetings of the council of the working community of the Bank, and
the leading officer of an operational unit or his deputy shall attend meetings
of the council of the working community of an operational unit.

Art. l l 5. The Governor and the leading officer of an operational unit
shall ensure conditions necessary for the work of the council of the working
community of the Bank and of the council of the working community of
the operational unit, respectively.

Art.
Councils of working communities in the National Bank may
form permanent or temporary commissions to consider and prepare
material and proposals on questions within the competence of the councils.
Members of councils of working communities shall conduct the work
of the commissions referred to in the preceding paragraph; however, work
ers of the Bank who are not members of councils of working communities
may be members of the commissions.
These commissions may also, if necessary, request opinions from experts
and institutions outside the Bank.

116.

Art.
In exercising the self-management rights provided by the
National Bank of Yugoslavia Law and these By-Laws, the working com
munity of the National Bank and the working community of an opera
tional unit may also take decisions directly-through a referendum-on
questions of essential importance for the economic situation of the working
people in the Bank and in the operational unit, respectively.
The following questions shall be considered of essential importance for
the economic situation of the working people referred to in the preceding
paragraph: decisions on the expenditure of more than half of the common

117.
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consumption fund, decisions on methods for the distribution of the part
of resources intended for personal incomes after the adoption of the final
balance sheet, decisions on changing the system of distribution of income
(net revenue) and on changing the system of distribution of personal
incomes, and the like.

Art. l l8. A decision to hold a referendum shall be taken by the
council of the working community of the Bank or by the council of the
working community of an operational unit.
Before holding a referendum, the council of the working community of
an operational unit shall be obliged to explain, at a meeting of the working
people, the meaning and the importance of the question which is the
subject of the referendum.
In a referendum, members of the working community shall vote "for"
or "against."
Voting shall be secret and shall be carried out by ballot. The decision
in a referendum shall be taken by a majority of votes of all members of
the working community of the Bank or of the working community of an
operational unit.

Art. 1 19. A decision taken by referendum is binding upon all organs
of the Bank, or organs of an operational unit.
Should the referendum result in a negative decision, the referendum may
not be held again until six months have passed.

Art. 120. Meetings of the working people shall be held in operational
units of the National Bank.
A meeting of the working people shall be held at least once a year and
shall be convened by the council of the working community of the opera
tional unit.
The council of the working community of an operational unit shall
submit a report to the meeting of the working people on the more important
questions relating to its work, shall reply to questions raised at the
meeting and shall give the reasons if certain proposals of the meeting
could not be adopted.
The council of the working community of an operational unit may put
before the meeting of the working people, for the purpose of preliminary
consideration, proposals of general rulings before they are adopted.

Art. 121. Detailed provisions on the work of the council shall be
prescribed by the rules of the council which shall be adopted by the
council of the working community of the National Bank, or by the council
of the working community of an operational unit.
Art. 122. When, under the provisions of these By-Laws, the council
of the working community of the National Bank or the council of the
7. RELATIONS AMONG ORGANS IN THE BANK
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working community of an operational unit adopts decisions and conclu
sions, the Governor and the leading officer of the operational unit, respec
tively, shall be in charge of the execution of these decisions and conclusions.
Should the Governor or the leading officer of an operational unit find
that a decision or conclusion of the council is contrary to the National
Bank of Yugoslavia Law, other Federal regulations, or these By-Laws, he
shall draw the attention of the council to this fact.
Should the council of the Bank, even after such an objection, stand by
its decision, the Governor shall be obliged, within a period of three days,
to propose to the organ in charge of supervising the legality of the work
of the Bank that execution of the decision be suspended.
Should the council of an operational unit, even after the objection on
the part of the leading officer of the operational unit, stand by its decision,
the leading officer shall be obliged, within three days, to propose to the
Governor that execution of the decision be suspended.
Until a ruling on the proposed suspension has been made, the council's
decision may not be executed.

Art. 123. If, under the provisions of these By-Laws, decisions and
conclusions are to be adopted by agreement between the Governor and the
council of the working community of the Bank, or between the leading
officer of an operational unit and the council of the working community
of the operational unit, and if such agreement is not reached, a decision
on the controversial question shall be taken by arbitration provided
in these By-Laws.
as

Art. 124. A decision on controversial questions referred to in the
preceding Article of these By-Laws shall be taken by an arbitration body
which shall consist of a president and two members.
One member of the arbitration body shall be appointed by the Gover
nor or the leading officer of the operational unit and one member by the
council of the working community, and the president shall be appointed
by the members from among experts outside the Bank.
The decision of the arbitration body shall be binding.
Art. 125. General
65 of these By-Laws)

rulings (rules, decisions, etc., referred to in Article
made by the council of the working community of
the Bank and decisions of the council which affect the whole working
community of the National Bank shall be binding upon the councils of
working communities of operational units.
Should a general ruling or a decision of the council of the working
community of an operational unit be contrary to a general ruling or
decision taken by the council of the working community of the Bank, the
general ruling or decision of the council of the working community of the
Bank shall be applied until the conflicting rulings or decisions have been
made to conform.
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8 . REPRESENTATION OF THE BANK AND AUTHORIZATION TO SIGN
ON ITS BEHALF

Art. 126. The Governor shall represent the Bank.
The Governor shall represent the Bank in all its relations with State
organs and third persons.
The Governor may authorize workers of the National Bank or other
persons to represent the Bank in matters involving property and in other
matters.

Art. 127. In property and other matters, the Governor or two workers
of the Bank authorized in accordance with the provisions of these By-Laws
shall sign for the National Bank.
Authorization of workers to sign for the National Bank may be limited
to specific operations or may be unlimited.

Art. 128. Signing for the National Bank, except when the Governor
alone signs for it, shall be done by placing the signature of two persons
authorized to sign for the Bank below the printed, stamped or written
title of the Bank indicating its operational unit.

Art. 129. The Vice-Governor, General Managers of the Head Office,
General Managers of Central Offices and their deputies, leading officers of
independent organizational parts in the Head Office and Central Offices,
managers of branch offices and their deputies, as well as agency chiefs,
shall have the right to sign for the Bank in respect of operations within
the country on the basis of their appointment or assignment to their posts,
and in respect of all operations of the Bank's operational unit to which
they belong, except as otherwise provided by these By-Laws.
The leading officers of other organizational parts in the Head Office
and Central Offices shall have the right to sign for the Bank on the basis
of their appointment or assignment to their posts in respect of operations
of their organizational parts.
Authorizations to other workers to sign for the Bank in respect of
operations within the country shall be given as follows: in the Head
Office by the Vice-Governor; in Central Offices and in operational units in
the territory of the respective Central Office by the General Manager of
the Central Office concerned.
The authorization referred to in the preceding paragraph shall specify
the operations in respect of which the authorized person may sign for the
Bank.
Art. 1 30. In operations with foreign countries, the following shall
have the right to sign for the Bank on the basis of their appointment:
the Vice-Governor, General Managers in the Head Office, leading officers
of organizational parts in the Head Office who carry out operations with
foreign countries, as well as General Managers of Central Offices, their
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deputies and leading officers of organizational parts in Central Offices who
carry out operations with foreign countries.
Authorization to other workers to sign for the Bank in respect of opera
tions with foreign countries shall be given by the Vice-Governor; however,
for workers in Central Offices and in the Bank's operational units in the
territory of a Central Office, such authorization shall be given by the
Vice-Governor on the proposal of the General Manager of the Central
Office concerned.

Art. 131. Persons authorized to sign for the Bank shall sign in the
following way: the person who works at the more responsible post in the
Bank shall sign on the right side, below the title of the Bank.

Art. 132. Legal rulings in the National Bank shall be in the form
of decisions, regulations, instructions, resolutions and rules of procedure.

9. LEGAL RULINGS

Art. 1 33. Decisions shall be taken in those cases in which the National
Bank is authorized by law or other Federal regulations to determine detailed
conditions and methods for regulating specific questions pertaining to the
implementation of monetary, credit and foreign exchange policy, or carrying
out foreign exchange and foreign currency operations, payments with
foreign countries and control of foreign exchange operations.
In cases provided for by law, the National Bank shall issue instructions
and resolutions instead of decisions.
Regulations shall be general rulings under which the provisions of the
National Bank of Yugoslavia Law, other Federal regulations and these
By-Laws shall be implemented in respect of operations of the Bank, its
internal organization of work and interrelations within the Bank.
Rules of procedure shall regulate the manner and techniques of the
work of the Bank's organs, the Advisory Board and organizational parts of
the Bank.
Art. 134. The decisions, instructions and resolutions referred to in the
shall be signed by the Governor
first and second paragraphs of Article
and published in the Official Gazette of Yugoslavia.

133

Art. 135. Resolutions are legal rulings adopted by the National Bank
in individual cases on the basis of law, other Federal regulations and these
By-Laws.
Art. 136. Decisions or resolutions shall be adopted by organs of the
Bank on matters within their competence.

Art. 137. The decisions referred to in the first and second paragraphs
of Article 133 of these By-Laws shall be taken by the Governor.
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Regulations shall be adopted by organs of the Bank according to the
provisions of these By-Laws.
Rules of procedure regulating the manner and technique of the work of
the Bank's organs shall be adopted by the organs themselves; rules of
procedure for the Advisory Board and the organizational parts shall be
issued by the Governor or by the leading officer of the operational unit.
The resolutions referred to in Article 1 3 5 of these By-Laws shall be
adopted by the Governor and by the leading officers of operational units.
The leading officers mentioned in the preceding paragraph may authorize
other workers in the Bank to adopt resolutions referred to in Article 135
of these By-Laws.

Art.
In addition to the legal rulings referred to in Article 132 of
these By-Laws, the National Bank shall also issue instructions (circulars
and circular letters).
The instructions referred to in the preceding paragraph shall be issued:
( 1 ) when the National Bank considers it necessary to issue professional
instructions for the implementation of Federal regulations and deci
sions of organs of the Bank in respect of operations of operational
units of the National Bank;
(2) when information is to be given to operational units of the National
Bank on interpretations and explanations of Federal regulations in
the field of banking operations; and
( 3 ) in other similar cases.
The instructions referred to in this Article shall be signed by the
Governor of the National Bank or by two persons authorized to sign for
the Bank.

138.

Art.
The instructions referred to in the preceding Article issued
for the purpose of executing the tasks entrusted to the National Bank by
the National Bank of Yugoslavia Law and other Federal regulations must
be implemented by operational units of the National Bank.

139.

IV. LABOR RELATIONS
Labor relations in the National Bank shall be regulated by
Art.
the provisions of the Basic Law on Labor Relations, other Federal regula
tions, the provisions of these By-Laws and other general rulings passed on
the basis of the law and these By-Laws.

140.

Art.
By starting work in the National Bank, which is a working
organization, a worker shall become a member, with equal rights, of the
working community of the National Bank, and shall assume duties and
acquire rights in his work and on the basis of his work.

141.
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A person admitted to work in the National Bank must, in
addition to general conditions under the Basic Law on Labor Relations,
fulfill special conditions determined by the National Bank.
1 . ADMISSIONS T O WORK AND ASSIGNMENTS T O POSTS

Art. 142.

The council of the working community of the Bank and the
Governor, or the council of the working community of an operational
unit and the leading officer of that unit, shall decide on the need to admit
new persons to vacant posts.
The council of the working community of an operational unit, in agree
ment with the leading officer of the unit, may assign a worker in the unit
to another post, if the worker agrees to it and if he complies with the
conditions for the post.

Art. 143.

Admission of workers to posts for which high or higher
professional education is required shall be carried out by means of a
public invitation to apply, except as otherwise provided by these By-Laws.
The council of the working community of the Bank may also establish
other posts which shall be filled by means of a public invitation to apply.

Art. 144.

Persons whose work in the National Bank was interrupted
because of their election to representative bodies or because of assignment
to work abroad in international financial and other organizations, persons
whose work was interrupted because of military service or because of
continued military training, persons obliged to work in the National Bank
under scholarship contracts, workers admitted to temporary work, as well as
workers admitted to work at posts not specified in the preceding Article,
shall be admitted to work without a public invitation to apply.

Art. 145.

Invitations to apply must be announced in public.
Announcement of the invitation to apply shall be published in daily
newspapers or in any other customary way.
The National Bank may also publish an announcement of the invitation
to apply referred to in the preceding paragraph through its own media of
information and announcement.

Art. 146.

The announcement of the invitation to apply shall specify
the general and special conditions for admission to work in vacant posts
and the time limits for submitting applications, which may not be less than
fifteen days nor more than three months from the day the announcement is
published. Should admission to work be made conditional upon a trial
period, this must be indicated in the announcement.

Art. 147.

The invitation to workers to apply for posts as provided in
these By-Laws, in respect of which admission to work shall be decided upon
by the council of the working community of the Bank in agreement with

Art. 148.

©International Monetary Fund. Not for Redistribution

792

YUGOSLAVIA

the Governor, shall be carried out by the National Bank's Commission on
matters concerning admission to work and termination of working rela
tions, which shall consist of three members.
Members of the Commission referred to in the preceding paragraph and
their deputies shall be nominated by the council of the working community
of the Bank in agreement with the Governor.

Art. 149. The invitation to workers to apply for posts in an operational
unit of the National Bank shall be carried out by the Commission on
matters concerning admission to work and termination of working relations
of the operational unit, which shall consist of five members.
Members of the Commission referred to in the preceding paragraph and
their deputies shall be nominated by the council of the working com
munity of the operational unit concerned.
Art. 150. The Commissions referred to in Articles 148 and
By-Laws shall be appointed for a period of two years.

149

of these

Art. 151. The Commissions on matters concerning admission to work
and termination of working relations shall be obliged to consider the
applications submitted and to establish the order of priority for the list
of candidates, according to the conditions which the individual candidates
meet (professional education, working experience, professional and other
works, as well as other conditions which may influence the order of
priority in the list of candidates) .
The Commissions shall be obliged to keep records of their work.

Art. 152. The council of the working community shall make a selection
from among the list of proposed candidates.
For posts for which the consent of the Governor or the leading officer
of the operational unit is required for a worker to be admitted , the selection
shall be final when these leading officers give their consent.
All candidates who answered the invitation to apply shall be informed
in writing of the selections made, within ten days from the day on which a
decision was taken by the council.

Art. 153. Anyone who answered the invitation to apply who considers
that the procedure established for considering applications has been
violated and that such violation may have essentially influenced the decision
on the selection of candidates, or who considers that the candidate admitted
does not fulfil! the conditions stipulated in the invitation, shall have the
right to appeal, within eight days from the day of receipt of the informa
tion referred to in the preceding Article, to the council of the working com
munity of the operational unit or to the council of the working com
munity of the Bank.
The council shall be obliged to decide on the appeal within thirty days
from the expiration of the time for submitting the appeal.
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Should the council of the working community of an opera
Art.
tional unit or the council of the working community of the Bank not
accept the appeal against its decision, the applicant shall have the right to
file a complaint with the court of general competence within thirty days
from the day of receipt of the decision of the competent council, or from
the expiration of the time limit within which the council was obliged to
decide on the appeal.

154.

Art.
If there are no applicants, or if those who apply do not
fulfill the announced conditions, the council of the working community
shall decide whether the invitation should be repeated or whether admission
to work should take place without it.
The invitation to apply must be repeated if the Governor or the leading
officer of an operational unit does not give his consent to the selection of
a candidate for a post requiring his agreement according to these By-Laws,
because he considers that the professional qualifications of the selected
candidate or his other qualities are not adequate for the efficient perform
ance of the duties of the post.

155.

Art.
Decisions on the admission of workers to work in the
National Bank and on the assignment of workers to posts shall be taken by
the Governor of the National Bank or by the leading officer of the
operational unit.
Should admission to work take place on the basis of an invitation to
apply, the decision referred to in the preceding paragraph shall be taken
after the expiration of the time limit provided for the submission of an
appeal or after a decision has been taken on appeals submitted.

156.

Art.
The council of the working community of the National
Bank shall decide, in agreement with the Governor, on the admission of
workers to the posts of General Managers in the Head Office, General
Managers and their deputies in Central Offices, and managers of branch
offices.
The council of the working community of the Head Office of the National
Bank, in agreement with the Vice-Governor as the leading officer of the
operational unit of the Head Office, shall decide on the admission of
workers to the posts of leading officers of independent organizational parts
and senior counsellors in the Head Office.
The council of the working community of a Central Office, in agreement
with the General Manager of the Central Office, shall decide on the
admission of workers to the posts of leading officers of independent
organizational parts and senior counsellors in that Central Office.
The council of the working community of a branch office, in agreement
with the manager of the branch office, shall decide on the admission of
workers to the posts of deputy manager of the branch office, leading
officer of an independent organizational part of the branch office, and
agency chief.

157.
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The councils of working communities of operational units of the
National Bank shall decide on the admission of workers to other posts in
the National Bank.

A worker who is successfully carrying out the duties of his post
in the National Bank and is given the highest ratings, may demand to be
assigned to another post which corresponds to his professional abilities and
to the results shown in his work, if such a vacancy exists.

Art. 158.
2.

AUTIIORIZATIONS AND DUTIES IN PERFORMANCE OF SERVICE

Workers employed in the National Bank shall carry out
operations within the competence of the National Bank in conformity
with the provisions of laws, these By-Laws and other regulations.

Art. 159.

A worker in the National B ank shall perform in a con
scientious and orderly manner the operations and tasks entrusted to him,
observing the laws and regulations, as well as the instructions and orders
of his immediate superior.

Art. 160.

A worker in the National Bank shall be obliged to carry
out the orders of the competent leading officer and to act in accordance
with them. Should he consider that an order of the leading officer is
unlawful or contrary to the common interest, he shall be obliged to draw
the attention of the leading officer to this. If the leading officer issues a
written order, the worker is obliged to carry it out, and in that case he
shall be relieved of the responsibility for any consequences resulting from
the execution of the order.
A worker shall not be obliged to carry out the written order referred
to in the preceding paragraph if its execution would represent a criminal
act. In that case, the worker is obliged to inform immediately the next
superior officer or the competent supervisory organ. Should the worker
carry out such an order he shall be responsible, together with the leading
officer who gave the order.

Art. 161.

A worker in the National Bank is obliged to keep a business
secret regardless of how it came to his knowledge.
The obligation to keep business secrets shall be observed even after
the termination of employment in the Bank.
Documents and data which, if disclosed, might cause damage to the
interests of the social community or to the interests of the National Bank
shall be considered business secrets.
Drafts and proposals of regulations and measures in the field of
implementation of monetary, credit and foreign exchange policy, data on
the implementation of the balance of payments and foreign exchange pro
gram, data on obligations and claims of the National Bank, or those kept

Art. 162.
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with it, and the like, shall be considered documents and data referred to in
the preceding paragraph.
In addition to the documents and data referred to in the preceding para
graph, documents and data on savings deposits in foreign currency, on
foreign exchange accounts of citizens, on operations carried out by the
National Bank under Article 43 of the National Bank of Yugoslavia Law,
cipher documents and data on operations in the country and with foreign
countries, and the like, shall also be considered business secrets.

Art.
In operational units, data and information on certain ques
tions within the competence of the National Bank may be given out only
by persons who shall be designated for such purposes by the leading officer
of an operational unit of the National Bank.

163.

Art.
Detailed provisions on business secrets, on methods for
handling documents and data considered as business secrets, and on other
elements of interest for keeping business secrets in the National Bank, shall
be prescribed by rules to be adopted by the council of the working
community of the Bank in agreement with the Governor.

164.

3. PROFESSIONAL EDUCATION OF WORKERS
Art.
Workers admitted to posts in the National Bank must have
the professional qualifications required for these posts.
The professional qualifications referred to in the preceding paragraph
shall be appropriate scholastic qualifications or those recognized as such,
working experience and other conditions required for performing
operations in the post in question.

165.

Art.
A person admitted to work in the National Bank, but
without the required working experience for performing operations in the
Bank, shall be admitted as a trainee for a fixed period of time (preparatory
period) .

166.

Art.
The rules on professional qualifications and professional edu
cation of workers in the National Bank shall determine:
( 1 ) the professional qualifications required for work in individual
posts;
( 2 ) the duration of the preparatory period;
(3) the work to be performed during the preparatory period (operations
which a trainee should learn during his preparatory period) , the
duration of training in individual operations, etc.;
( 4) the professional education of workers during the employment
period (seminars, courses, specialization in the country and abroad,
and the like) ;

167.
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(5) the methods of verifying the trainee's professional knowledge
(examinations, etc.) and the professional qualifications of workers
for individual posts;
( 6) other provisions.

Art.
Rules referred to in the preceding paragraph shall be passed
by the council of the working community of the Bank.

168.

Art.
A worker in the National Bank shall have the right to work
forty-two hours weekly (full working time).
4. WORKING TIME IN THE NATIONAL BANK

169.
Art. 170. A worker in the National Bank shall be obliged to work
longer than full working time when performing operations which must

unconditionally be kept up to date every day, when periodic settlements and
final balance sheets are in preparation, when statistical data are to be
elaborated and surveys prepared, when statements and reports are to be
submitted within fixed time limits, when analyses, reports and studies of an
urgent nature are to be prepared, when documentation required by Federal
organs is to be prepared, as well as when the prolongation of work in the
Bank is necessary in order to accomplish an initiated work process.
Work in excess of full working time shall be ordered by the leading
officer of an operational unit in agreement with the council of the working
community of that unit.
Art.
Working time in the National Bank shall, in principle, start
at 7 : 00 A.M. and end at 2 : 00 P.M.
The council of the working community of an operational unit, in agree
ment with the leading officer of the operational unit, may, because of
weather and other conditions, decide on different working hours, taking
into account the working hours in working and other organizations as well
as local conditions.
A worker in the National Bank shall have the right to take a rest of thirty
minutes during his daily work, but this rest may not be used at the
beginning or at the end of the working time.

171.

5.

Art.
A worker in the National Bank shall have the right to annual
leave during the year.
A worker in the National Bank may not renounce his right to annual
leave, nor may the National Bank deny a worker the use of his annual
leave.
A worker in the National Bank shall acquire the right to use annual leave
after eleven months of uninterrupted work. Time spent in another working
organization shall also be included in the period of eleven months if the
worker did not have an interruption of his work of more than three days.
ANNUAL LEAVE FOR WORKERS AND ABSENCE FROM WORK

172.
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The annual leave of workers in the National Bank shaH last at
least fourteen but not more than thirty working days.
Workers shaH have the right to annual leave as foHows:
Up to 5 years of service
-15 working days
From 5 to 15 years of service -20 working days
From 15 to 25 years of service -25 working days
-30 working days
Over 25 years of service
In addition to the fixed number of days of annual leave specified in the
preceding paragraph, workers in the National Bank may, taking into
account the burden and complexity of their work, the results achieved,
health and family conditions, be given three to five days of additional
annual leave, but the total annual leave may not exceed thirty working
days.
The number of days of annual leave referred to in the second paragraph
of this Article may be decreased by up to three days for a worker who does
not show sufficient success and effort in his work, or is rated below
average, but the annual leave of such worker must not be less than
fourteen working days.

Art. 173.

A worker in the National Bank has the right to be absent
from work for up to seven working days during one calendar year, with his
personal income paid.
A worker may be absent from work under the preceding paragraph
because of his marriage, a childbirth in his immediate family, the death
of a member of his immediate family, when taking professional
examinations, and in other similar cases.

Art. 174.

A worker in the National Bank who is sent out for profes
sional education or specialization has, during such absence from work, the
right to his personal income in the amount fixed by the council of the
working community of his operational unit.

Art. 175.

In case of pregnancy and childbirth, a woman worker in the
National Bank has the right to maternity leave of one hundred and thirty
three days without interruption, the beginning of the leave to be
determined in accordance with regulations.

Art. 176.

A worker in the National Bank may be given leave without
pay by the leading officer in the Bank for attending to personal affairs.
The leading officer of an operational unit shaH determine the number of
days of absence from work, evaluating the justification of the request and
the reasons for the leave.

Art. 177.

A worker in the National Bank shall have the right, without
having to give a reason and at any time, to stop working in the National
6. CESSATION OF WORK OF WORKERS IN THE NATIONAL BANK

Art. 178.
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Bank and to leave his working community, on condition that he notify the
National Bank and that after the date of notification he remain at work for
as long as these By-Laws specify.
The National Bank may decide to terminate the work of a worker of the
National Bank only in agreement with the worker. After a decision has
been taken, the worker shall be obliged to remain at work until the time
limit provided by these By-Laws expires.
The National Bank may decide that the work of a worker of the National
Bank shall be terminated without his agreement only in cases specified by
the Basic Law on Labor Relations.

Art.
A worker whose work in the National Bank is to be termi
nated in accordance with the preceding Article shall have the right and
duty to remain at work in the National Bank as follows:
A worker with up to 5 years of service
-2 months
A worker with from 5 to 10 years of service -4 months
-6 months
A worker with over 10 years of service

179.

Art.
The National Bank and a worker may agree to shorter
periods than those provided in the preceding Article.

180.
181.
to Article

When a worker's work in the National Bank ceases pursuant
of these By-Laws, the National Bank shall relieve him of
his duty on the day of the expiration of the period during which he had the
right and duty to remain at work pursuant to Article 179 of these By-Laws,
or as mutually agreed upon.
Art.

178

Art.
A worker's work in the National Bank shall cease if he is
expelled from his working community, and his work shall cease on the day
the decision expelling him is handed to him.

182.

Art.
The decision on the cessation of a worker's work in the
National Bank shall be taken by the council of the working community of
the Bank or the council of the working community of an operational unit,
on the proposal of the Commission on matters concerning admission to
work and termination of working relations.

183.

Art.
On all other matters related to the cessation of work of
workers in the National Bank, the provisions of the Basic Law on Labor
Relations shall be applied where appropriate.

184.

A worker in the National Bank shall have the right to attend
Art.
meetings of the council of the working community of an operational unit,
or of the council of the working community of the Bank, when decisions
concerning his rights or duties in the National Bank are to be taken.

185.

7. OTHER PROVISIONS
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A worker shall have the right to appeal any decision dealing
with his rights or duties arising from employment. The appeal should be
submitted within fifteen days from the day the decision was handed to him .
An appeal against a decision of the council of the working community of
an operational unit shall be submitted to the council of the working com
munity of the Bank, and an appeal against the decision of the leading
officer of an operational unit shall be submitted to the Governor.
The competent organ of appeal in the National Bank shall be obliged to
take a decision on the appeal within thirty days from the day the appeal
was submitted.
Appeal shall suspend the execution of the decision.
The decision taken on the appeal shall be final.
If a decision on a worker's rights and duties was taken by the Governor
or by the council of the working community of the Bank as the organ of
original jurisdiction, the decision shall be final.

Art. 186.

If a worker considers that his rights have been violated by a
final decision of the Bank, he may, in order to exercise these rights, lodge a
complaint with a court of general competence, in accordance with the
provisions of the Basic Law on Labor Relations.

Art. 187.

For operations which, because of their nature and importance
for the organization of work, because of their small volume, or because of
their periodic or temporary nature, do not require the creation of a special
post, the National Bank may engage people for whom this work is neither
the basic nor the sole source of income for their subsistence and who, on
the basis of such work, shall not acquire rights based on or derived from
regular labor relations.
Operations referred to in the preceding paragraph shall be professional
technical operations, preparation of monographs and special analyses,
accounting, bookkeeping and foreign exchange office operations, clerk and
public record operations, mechanical processing of statistical and other data,
translating, designing, and other similar operations.

Art. 188.

A contract shall be concluded between the National Bank and
the worker for performing the operations or tasks referred to in the
preceding paragraph.
Civil-law relations between the National Bank and the worker shall be
established under such contracts.

Art. 189.

Art.
For payment of earnings under a contract referred to in the
preceding Article, the National Bank shall set aside necessary funds out
of the resources intended for personal incomes. The basis and criteria for
payment of such earnings shall also be established by the decision on setting
aside funds. This decision shall be taken by the council of the working
community of the operational unit.

190.
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More detailed provisions for regulating labor relations shall
be laid down by the rules on labor relations adopted by the council of the
working community of the Bank.

Art. 191.
V.

DISCIPLINARY AND PRACTICAL RESPONSIBILITY OF WORKERS
IN THE NATIONAL BANK

Workers in the National Bank shall be responsible for viola
tions of working duty and working discipline in performing official
operations entrusted to them.
The responsibility of a worker may involve disciplinary, material and
criminal liability.
Criminal liability shall not exclude disciplinary and material liability.

Art. 192.

1 . DISCIPLINARY LIABILITY

A worker in the National Bank shall bear disciplinary liability
if he does not perform the operations and tasks entrusted to him in a con
scientious and orderly manner, if he does not observe laws and other
regulations, these By-Laws, decisions, or instructions of organs of the Bank
or the rules of conduct at work or in connection with work (violation of
working discipline) .

Art. 193.

A worker in the National Bank shall be liable for violations
of working discipline committed through his fault.

Art. 194.

Art.
195. Violations of working discipline may be mild or serious.
The mild violations of working discipline shall be, especially, irregular

arrivals at and departures from work, unjustified absence from work for up
to two days, indolent and superficial performance of working duties, incor
rect relations toward clients and members of the working community, and
the like.
Serious violations of working discipline shall be, especially, disclosure of
business secrets, unconscientious performance of duty, arbitrary leaving of
the office, misuse of official authorization, unlawful acquisition of means
belonging to the working community for which the worker has been con
demned, unjustified absence from work for more than two days, improper
behavior at work, habitual drinking, drunkenness at work, repetition of mild
violations of working discipline for which a disciplinary measure has been
pronounced, and the like.
The following measures may be pronounced against viola
tions of working discipline:
( 1 ) reprimand;
(2) public reprimand;

Art. 196.
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Measures against mild violations of working discipline in an
operational unit shall be pronounced by the disciplinary commission of the
operational unit.

Art. 197.

Measures against mild violations of working discipline shall
be pronounced by the disciplinary commission of the National Bank for
workers whose admission to work required a decision of the council of the
working community of the Bank in agreement with the Governor.

Art. 198.

The measure referred to in item ( 1 ) of Article 1 96 of these
By-Laws shall be pronounced for mild violations of working discipline, and
the measures referred to in items (2) and (3) of the said Article for
serious violations of working discipline.

Art. 199.

The measure referred to in item ( 4) of Article 196 of these
By-Laws may be pronounced for a violation of working discipline with
heavy material damage and other consequences for the working community
of the National Bank, as well as for a violation of the obligation to keep
a business secret.
If the disciplinary commission finds that, for a violation of working dis
cipline, expulsion from the working community of the National Bank
should be pronounced, the case shall be transmitted, together with the
commission's proposal, to the competent organ of the working community.

Art. 200.

The disciplinary commission of the National Bank shall decide
on the measures specified in items (2) and (3 ) of Article 196 of these By
Laws for workers whose admission to work required a decision of the council
of the working community of the Bank in agreement with the Governor.
For other workers, decisions on measures for violations of working dis
cipline referred to in the preceding paragraph shall be pronounced by the
disciplinary commission of an operational unit.

Art. 201.

Decisions on expelling workers from the working community
of the Bank shall be taken, in the case of workers whose admission to work
required a decision of the council of the working community of the Bank in
agreement with the Governor, by the council of the working community of
the Bank, on the proposal of the disciplinary commission of the National
Bank, and for other workers by the council of the working community of
an operational unit, on the proposal of the disciplinary commission of the
operational unit.

Art. 202.
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Art.
The council of the working community of an operational unit
shall decide on complaints lodged against decisions of the disciplinary
commission of the operational unit.
The council of the working community of the Bank shall decide on com
plaints lodged against the disciplinary commission of the National Bank.

203.

Art.
If a worker considers that the decision expelling him from the
working community of the National Bank violates the established pro
cedure or his rights, he may institute legal proceedings under the labor
regulations against such a decision.

204.

Art.
A demand for instituting proceedings against violations of
working discipline shall be submitted to the disciplinary commission by the
Governor or the leading officer of the operational unit or by a worker
authorized by them to do so.

205.

Art.
Disciplinary commissions shall be formed in operational
units of the National Bank.
In the Head Office of the National Bank, in addition to the disciplinary
commission of the Head Office as an operational unit, a disciplinary
commission of the National Bank shall also be formed.

206.

Art.
Disciplinary commissions of the National Bank shall take
decisions sitting in a council composed of a president and two members.
The president and each member of the commission shall have a deputy.
The president and the members of disciplinary commissions and their
deputies shall be appointed by councils of the working communities of
operational units or by the council of the working community of the
National Bank.
The president or one member of the disciplinary commission shall be a
lawyer.

207.

Art.
The functions of the president and the members of disciplinary
commissions and their deputies shall last two years.

208.

Art.
In pronouncing measures against violations of working dis
cipline, the organs pronouncing the measures shall be obliged to take
especially into account the seriousness of the violation and its consequences,
the degree of the worker's responsibility, the conditions under which the
violation was committed, the previous work and behavior of the worker, the
importance of his post, and the like.

209.

Art.
The disciplinary commission shall submit an annual report
on its work to the council of the working community that appointed it.

210.
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If disciplinary proceedings have been instituted against a
Art.
worker and if his continued presence at his post would be detrimental to
the interests of the service, the worker shall be assigned to another post.

211.

Art.
A worker in the National Bank shall have the right to com
pensation for the period he spends in custody or imprisonment pending
trial, in the amount of one third of the advance payments on his personal
income, or in the amount of one half of the advance payments on his per
sonal income if he supports his family.
Should judicial proceedings be suspended or a worker freed of liability,
the difference in his personal income shall be paid to him up to the full
amount of the advance payments.

212.

In proceedings before the disciplinary commission, the plain
shall be represented by the disciplinary prosecutor who has been
appointed by the Governor or the leading officer of an operational unit, or
by a person authorized by him for instituting disciplinary proceedings.
A worker shall have the right to appoint his defender in disciplinary
proceedings.
Proceedings before the disciplinary commission shall be conducted in
accordance with provisions of the Law on Penal Proceedings.
Art.

tiff

213.

2. WORKER'S LIABILITY FOR MATERIAL DAMAGE
Art.
A worker who, in performing his services, causes material dam
age to the National Bank, whether deliberately or by neglect, shall be
obliged to make indemnification for the damage.

214.

Art.
Proceedings for establishing indemnification for damage
caused shall be instituted by the Governor or the leading officer of the
operational unit, or by a person authorized by him for this purpose.
The existence of damage, the circumstances under which it occurred, the
extent of the damage and the person who caused it shall be established in
the rulings of a commission of three members, appointed by the Governor
or by the leading officer of an operational unit.
A worker may lodge a complaint with the council of the working com
munity of the Bank, or with the council of the working community of the
operational unit, against the ruling of the commission referred to in the
preceding paragraph, within eight days from the date of receipt of the
ruling.

215.

Art.
Should a worker not make indemnification for the damage
established by the ruling of the commission referred to in the preceding
Article, the National Bank may obtain compensation by submitting a request
to this effect to the court competent for issuing payment orders, according
to the provisions of the Civil Code procedure.

216.
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Art.
A worker may be released partially or entirely from payment
of compensation for the damage, if justified reasons exist.
A decision on nonpayment of compensation for damage shall be taken by
the council of the working community of an operational unit.
The decision referred to in the preceding paragraph may not be taken if
the damage was caused deliberately.

217.

Art.
The National Bank shall be responsible for damage caused to
individuals or legal persons by a worker of the National Bank through
his unlawful action and incorrect work in connection with the performance
of his official duty.
The National Bank shall have the right to demand from the worker com
pensation equivalent to the amount paid for the damage caused, if the
worker caused the damage deliberately or through negligence.

218.

Art.
More detailed provisions on workers' disciplinary liability,
disciplinary procedure and liability for material damage shall be prescribed
by the rules on disciplinary and material liability of workers of the
National Bank, adopted by the council of the working community of the
Bank.

219.

VI.

REVENUES, FUNDS AND PERSONAL INCOMES
}.

REVENUES AND THEIR DISTRIBUTION

The revenues and expenditures of the National Bank shall be
Art.
established for each year in the financial plan of the National Bank.
The financial plan of the National Bank shall be adopted by the council
of the working community of the Bank, in agreement with the Governor.

220.

Art.
Revenues and expenditures of an operational unit of the
National Bank shall be established for each year by the financial plan of
the operational unit.
The financial plan of the operational unit shall be adopted by the council
of the working community of the operational unit, in agreement with the
leading officer of the operational unit.

221.

Art.
The financial plan of the National Bank shall be adopted
after the portion of interest referred to in item (2) of the first paragraph of
Article 59 of the National Bank of Yugoslavia Law has been determined,
but not later than one month after the decision of the Federal Assembly
determining the portion of interest which shall remain with the National
Bank has been adopted.
The financial plan of an operational unit shall be adopted not later than
thirty days after the date of adoption of the financial plan of the National
Bank.

222.
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Pending adoption of the financial plan of the National Bank,
financing in the National B ank shall be carried out on a temporary basis,
but not for a period of more than three months.
The temporary financing referred to in the preceding paragraph shall be
carried out in proportion to the resources utilized in the same period of the
preceding year according to the financial plan, but not in excess of one
fourth of the total amount of resources distributed under this plan.

Art. 224.

Detailed provisions on financial plans in the National Bank
shall be prescribed by the rules on the distribution of income (net
revenue) .

Art. 225.
(1)

The revenues o f the National Bank shall be:

fees according to the schedule of fees for services which the Bank
performs for its clients;

( 2 ) that part of the interest which remains with the National Bank as
compensation for tasks performed;

(3)

other revenues realized by the Bank in its operations.

Art. 226.

The National Bank shall charge fees for services performed
in its operations according to the schedule of fees established by the
council of the working community of the Bank, in agreement with the
Federal Secretary for Finance.

Art. 227.

The Federal Assembly shall establish, in a uniform amount,
the portion of interest which shall remain with the Bank as compensation
for performing its tasks, at the beginning of each year and according to the
scope of the operations and the results of the work of the Bank as well as
according to the development of personal incomes in working organizations,
having also in view the requirements for setting aside resources for the
funds of the Bank.
The scope of operations referred to in the preceding paragraph shall be
estimated by the work program, comprising tasks within the competence of
the National Bank and tasks which the National Bank shall perform to
meet the needs of the Federation and its organs.
In case of an essential deviation from the estimated scope of operations,
the National Bank shall submit to the Federal Assembly relevant evidence
and proposals.
The request submitted by the National Bank to the Federal Assembly to
determine the uniform amount referred to in the first paragraph of this
Article shall be drawn up by the council of the working community of the
Bank in agreement with the Governor.
The National Bank shall be obliged to submit the request referred to in
the preceding paragraph not later than December 15 of each year.
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As an exception to the first paragraph of the preceding Article,
Art.
for certain kinds of costs incurred by the National Bank in operations aris
ing from its function and for the account of the Federation, the Federal
Assembly may establish special methods to cover such costs, according to
the provisions of the National Bank of Yugoslavia Law.
For performing exceptional operations not covered by the financial plan
and for which no compensation is provided in the schedule of fees, the
National Bank or the operational unit of the Bank shall contract in advance
the amount of compensation with the organ or organization requesting the
execution of such operations.

228.

Art.
The realized revenues referred to in Article 225 of these By
Laws shall represent the total revenue of the National Bank and shall be
fixed in the final balance sheet of the National Bank for the current year.
From the total revenue of the National Bank the following shall be
covered: depreciation of fixed assets and inventories, interest on the opera
tional fund, turnover tax and material and other expenditures (operational
costs) .

229.

Art.
The total revenue of the National Bank established according
to Articles 225 and 229 of these By-Laws, after deducting the expenditures
referred to in the second paragraph of Article 229 of these By-Laws, shall
represent the income (net revenue) of the National Bank.

230.

Art.
A part of the realized income (net revenue) of the National
Bank shall be set aside to meet the common needs of the Bank as a whole
(operational fund of the Bank and common consumption fund of the
Bank).
That part of the resources of the income (net revenue) which is set aside
according to the preceding paragraph shall be fixed by the council of the
working community of the Bank, depending on requirements for creating
conditions for the smooth execution of the Bank's tasks, as well as for the
common needs of the working community of the National Bank as a
whole.

231.

Art.
The remainder of the income (net revenue) , after setting
aside the resources for the common funds of the Bank, shall be distributed
to the operational units.
The distribution of the resources referred to in the preceding paragraph
shall be carried out according to the scope of operations and other criteria,
which shall be specified by the council of the working community of the
National Bank in accordance with the rules on the distribution of income
(net revenue) referred to in Article 248 of these By-Laws.

232.

2. FUNDS
Common funds of the Bank and funds of operational units of
Art.
the Bank shall be formed in the National Bank.

233.
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The common funds of the Bank shall be the operational fund of the
Bank, the common consumption fund, and the special reserve fund of the
Bank.
In the operational units of the Bank the following funds shall be formed:
the operational fund of the operational unit, the common consumption fund
of the operational unit, and the regular reserve fund of the operational unit.
In addition to the funds referred to in the foregoing paragraphs, other
funds may also be formed in the National Bank according to a decision of
the council of the working community of the National Bank or the council
of the working community of the operational unit.

Common Funds of the Bank
Art.
The operational fund of the Bank shall be formed from the
resources referred to in Article 23 1 of these By-Laws.
The resources of the operational fund may be used:
( 1 ) for constructing business premises and purchasing equipment for the
work of newly established operational units and for other expenses
incurred in this connection;
(2) for the construction, enlargement and reconstruction of business
premises of existing operational units;
( 3 ) for purchases of medium-level and high-level mechanized equipment;
( 4) for meeting obligations arising from the acquisition of fixed assets
through loans;
( 5 ) for granting loans to operational units for the enlargement, expansion
or reconstruction of business premises, and for purchases of
equipment;
( 6 ) for other purposes, according to the operations of the Bank.
The equipment referred to in the preceding paragraph shall be machines,
installations, tools, means of transportation, working and operational
equipment, and the like.

234.

Art.
The common consumption fund of the Bank shall be formed
of the resources referred to in Article 23 1 of these By-Laws.
The resources of the common consumption fund may be used:
( 1 ) for investment in rest houses and other projects to meet the needs
of workers of the Bank;
(2) for granting loans to operational units for enlargement and recon
struction of social-welfare projects, as well as for granting other
loans and assistance;

235.
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( 3) for meeting obligations arising from the acquisition through loans
of fixed assets for the common consumption of the Bank;
( 4) for other purposes, in accordance with the needs of the Bank and
its working community as a whole (expenditures for specialization of
Bank workers abroad and the like).

Art.
The council of the working community of the Bank shall
decide on the utilization of resources of the Bank's operational fund and
common consumption fund.

236.

Art.
The special reserve fund of the National Bank shall be formed
from resources set aside by the National Bank from the total interest col
lected, in a percentage to be fixed by the Federal Assembly on the proposal
of the Governor.
The special reserve fund of the National Bank shall serve to cover risks
arising from credit operations of the Bank.

237.

Art.
The setting aside of resources for the special reserve fund of
the National Bank according to the preceding Article shall cease when the
amount of this fund reaches one per cent of the total amount of credits
according to the final balance sheet of the National Bank for the year for
which resources are set aside.

238.

Art.
The Governor of the National Bank shall decide on the use of
the special reserve fund of the National Bank.

239.

Art.
The part of the income (net revenue) which belongs to an
operational unit under the provisions of Article 232 of these By-Laws shall
be allocated by the operational unit, depending on its needs, to create condi
tions for performing the tasks of the unit and meeting the common needs of
the working community of the unit, to resources for personal incomes and
to resources for the funds of the operational unit in accordance with the
provisions of the rules on distribution of income (net revenue) and criteria
to be determined by the operational unit itself.
The council of the working community of the operational unit shall take
a decision on the distribution referred to in the preceding paragraph.

240.

Art.
In allocating the resources from the income (net revenue) to
resources for funds and resources intended for personal incomes, an opera
tional unit is obliged to manage the resources for funds with the care of a
good businessman.
It shall be considered that an operational unit acts as a good businessman
if, through the allocation, it secures broader permanent conditions for
performing its tasks and operations and if it secures resources to meet the
needs of its workers.

241.
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In respect to setting aside resources for personal incomes, an operational
unit shall be considered to have acted with the care of a good businessman
if it sets aside these resources in accordance with the tasks performed and
the scope of operations, as well as in accordance with the development of
personal incomes in the territory of the operational unit.
Funds of Operational Units
The funds of an operational unit of the Bank shall be formed
from resources set aside in the operational unit in accordance with Article
240 of these By-Laws.

Art. 242.

The money resources of its operational fund, including
resources for depreciation, shall be used by an operational unit as fixed and
working assets by coordinating the purposes for which they are intended
with the needs of the unit.

Art. 243.

Resources of the common consumption fund of an opera
tional unit may be used:
( 1 ) for investments in social-welfare projects, such as apartment houses,
children's homes, services for assistance to households, and other
social-welfare projects to meet the needs of the workers of the
operational unit;
(2) for the current maintenance of capital goods investments represent
ing means of common consumption, except apartment houses, for
the insurance of such goods, as well as for other costs related to
these goods;
(3) for scholarships to students and pupils;
( 4) for professional education and training of members of the working
community of an operational unit;
(5) for the cultural needs of workers in the operational unit and for their
entertainment and recreation;
(6) for granting credits to members of the working community for
apartment construction;
( 7 ) for meeting obligations falling on the operational unit because of
acquisition of means of common consumption through loans;
(8) for other purposes according to the needs of the operational unit
and its working community.
An operational unit may invest in social-welfare projects by pooling
resources with other operational units of the Bank or with working or
other organizations.

Art. 244.
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Art. 245. An operational unit of the Bank may not use the resources of
its common consumption fund to increase the personal incomes of members
of its working community.

Art. 246. The resources of the reserve fund of an operational unit may
be used:
( 1 ) for writing off bad claims of the National Bank, except bad claims on
credits;
(2) for covering differences in internal settlements and uncollected
shortages;
( 3 ) for covering undepreciated amounts of fixed assets and equipment
written off or sold;
( 4) for other purposes envisaged in regulations on the use of reserve
fund resources.
Resources of the reserve fund may also be used temporarily to cover
excess expenditure according to the periodic settlement of an operational
unit. Resources thus used must be repaid to the operational unit's reserve
fund by the end of the year.

Art. 247. The council of the working community of an operational
unit shall decide on the use of resources of the operational fund and of the
common consumption fund.
The council of the working community of an operational unit, in agree
ment with the leading officer of the unit, shall decide on the use of resources
of the reserve fund of the operational unit.
The council of the working community of an operational unit may, by its
decision, authorize the leading officer of the operational unit to decide on
the use of resources of the unit's funds for specific purposes, up to a fixed
amount.

Art. 248. The rules on the distribution of income (net revenue) shall
also prescribe, among other things, detailed provisions on forming and
utilizing money resources from the funds of the Bank and from the funds
of operational units.
Art. 249. Personal incomes of workers in the National Bank shall be
formed according to the results achieved in work by each worker, by the
operational units and by the National Bank as a whole.
3. PERSONAL INCOMES

Art. 250. The distribution of resources for personal incomes of workers
in the National Bank shall be carried out according to principles prescribed
by the rules for the distribution of resources intended for personal incomes
of workers of the National Bank.

©International Monetary Fund. Not for Redistribution

BY-LAWS OF NATIONAL BANK OF YUGOSLAVIA

811

The rules referred to in the preceding paragraph shall be adopted by the
council of the working community of the Bank.

The distribution of resources for personal incomes of workers
in an operational unit shall be carried out according to the rules on dis
tribution of resources for personal incomes of workers of the operational
unit.
The rules referred to in the preceding paragraph shall be adopted by the
council of the working community of the operational unit in accordance
with the provisions of the rules on principles for the distribution of
resources intended for personal incomes of workers in the National Bank.

Art. 251.

VII.

AcCOUNTING STATEMENTS, FINAL BALANCE SHEET
AND REPORT ON OPERATIONS

The National Bank shall draw up its accounting statement
after the end of each month.

Art. 252.

The accounting statement referred to in the preceding paragraph shall
be drawn up by the Head Office of the National Bank on the basis of the
monthly accounting statements of the operational units of the National
Bank.

The National Bank shall draw up a periodic settlement for
the Bank and periodic settlements for operational units.
Time limits for and methods of drawing up the periodic settlements
referred to in the preceding paragraph shall be determined by the rules on
the distribution of income (net revenue) .

Art. 253.

The National Bank shall draw up a n annual final balance
sheet and an annual report on its operations, as prescribed by Federal
regulations.
The final balance sheet of the National Bank shall be adopted by the
council of the working community of the Bank in agreement with the
Governor.
The National Bank shall be obliged to publish its annual final balance
sheet in the Official Gazette of Yugoslavia, within a month from the date of
its approval.

Art. 254.

VIII. TRANSITIONAL AND FINAL PROVISIONS
In the first elections of members of the council of the working
community of the National Bank to be held according to the provisions of
these By-Laws, one half of the total number of members shall be elected
for a period of one year.
Candidates to be elected for a term of two years and those to be elected
for a term of one year shall be indicated separately on the lists of candidates.

Art. 255.
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Elections of new councils of working communities of the
National Bank must take place within three months from the date of
confirmation of these By-Laws by the Federal Assembly.

Art. 256.

The provisions of Article 95 of these By-Laws on limitations
on re-election of members of councils of working communities shall be
applied from the day of their election according to the provisions of these
By-Laws.

Art. 257.

The regulations and other general rulings which should be
adopted according to the provisions of these By-Laws must be adopted
within six months from the date of the adoption of these By-Laws.
Until the regulations and general rulings referred to in the preceding
paragraph are adopted, the existing regulations and general rulings shall be
applied unless they are contrary to the provisions of these By-Laws.

Art. 258.

Until the general rulings of the National Bank provided for
by these By-Laws are adopted, the labor relations in the National Bank may
be regulated by temporary decisions of the council of the working com
munity of the National Bank, in accordance with these By-Laws and the
provisions of the Basic Law on Labor Relations.

Art. 259.

Until elections of the council of the working community of
the Bank and the councils of the working communities of operational units
take place according to provisions of these By-Laws, the council of the
working collective of the National Bank and the councils of working col
lectives of operational units shall continue to perform their functions.

Art. 260.

When these By-Laws enter into force, the council of the work
ing community of the Bank shall take a decision on the allocation of
resources of the regular reserve fund of the Bank to the regular reserve
funds of operational units.

Art. 261.

These By-Laws shall enter into force when confirmed by the
Federal Assembly according to Article 10 of the National Bank of
Yugoslavia Law.2
2 These By-Laws were confirmed by the Federal Assembly in its Decision
No. 498 of December 30, 1965.

Art. 262.
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The Constitution 1

ARTICLE 28
The territory of Yugoslavia shaH be a unified economic and customs area.
Commerce in goods and services shall be unrestricted in the entire terri
tory of Yugoslavia and may be restricted only in accordance with Federal
law.
The working organizations may carry on economic and other activities
in the entire territory of Yugoslavia under conditions of equality.

ARTICLE 29
The monetary and credit systems shall be uniform. Financial transactions
shall be carried out in accordance with uniform principles.
The working and other autonomous organizations, the social-political
communities and their organs and anyone else in possession of socially
owned means shall make all payments, carry out all other financial opera
tions and deposit money in the manner prescribed by Federal law.
The working organizations and social-political communities shall be
entitled to banking credits under equal conditions prescribed by Federal
law.
Banks are economic organizations whose activity is of particular social
interest. The position, the rights and duties and the activities of the banks
shall be determined by Federal law.
The status of the National Bank of Yugoslavia shall be defined by Federal
law.

ARTICLE 1 17
The Federation shall provide for the unity of the monetary and credit
systems, determine the policy according to which currency shall be issued,
and ensure supervision of the currency circulation.
Paper currency and coins shall be issued by the National Bank of
Yugoslavia.
The Federation shall prescribe the compulsory deposits of banks with the
Federal banks, and the conditions and manner in which foreign currency
and similar reserves and deposits shall be used.
Ustav Socijalisticke Federativne Republike Jugoslavije (Constitution of
the Socialist Federal Republic of Yugoslavia) , adopted by the Federal
Assembly on April 7, 1 963 and published in the Official Gazette of Yugo
slavia on April 10, 1963.
1
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The Banking and Credit Law, 1965 1

I. BASIC PROVISIONS
Banks shall, in the name of the social community, manage the
common resources of social reproduction that are entrusted to them, in
accordance with the common social interest and within the framework
established by law.

Art. I.

In managing the common resources of social reproduction, banks
shall perform credit and other banking operations in order to satisfy the
needs of working and other organizations, social-political communities and
citizens in whose behalf they shall carry out their operations, in accordance
with the general social interest, and on the basis of the social plans of
Yugoslavia and the social plans of other social-political communities, in
relations established by this Law.

Art. 2.

Banks are economic organizations whose activity is of particular
social interest.
Banks shall carry on their activities in the whole territory of Yugoslavia.

Art. 3.

Banks shall act independently in accordance with banking prin
ciples, with due regard to the guidelines of credit policy.

Art. 4.
Art. 5. Credit and other banking operations shall be performed by
business banks and the National Bank of Yugoslavia.

The status of the National Bank of Yugoslavia shall be defined by a
special Federal law.
Provisions of the present Law refer also to the National Bank of Yugo
slavia, if not otherwise provided for by the special Federal law.2

The National Bank of Yugoslavia shall ensure by its activities
the carrying out of monetary and credit policy, in accordance with the
requirements for maintenance of stability in the economy.
In performing its functions, the National Bank of Yugoslavia shall have
special rights and obligations established by this and other Federal laws.

Art. 6.

A business bank (hereafter referred to as a bank) may be estab
lished by working and other organizations and by social-political com
munities.
Zakon o bankama i kreditnim poslovima (The Law on Banks and Credit
Operations) , as amended through July 7, 1966. The Law was adopted by
the Economic Chamber of the Federal Assembly on February 25, 1965 and
by the Federal Chamber of the Federal Assembly on March 1 1, 1965. It
was proclaimed by a Decree of March 15, 1965 and entered into force on
April 1, 1965. All value figures are given in terms of the new monetary
unit that was introduced in 1965 (see below, pp. 852-855 ) .
2 For the text of the National Bank of Yugoslavia Law, 1965, see above,
pp. 747-758.

Art. 7.
1
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To establish a bank, conditions defined by this Law and by regulations
issued on its basis must be fulfilled.

To meet the needs of the economy and of the social services,
and to establish the relationships by which a bank's status as an economic
organization is determined, a bank shall be managed by working and
other organizations and by social-political communities which deposit
resources in the bank, and by the working community of the bank, in
accordance with conditions provided for by this Law and the by-laws of
the bank.
A bank cannot deprive working or other organizations and social-political
communities of the right to deposit resources with it and thus to participate
in the management of the bank, if they fulfill the conditions provided for by
this Law and by the by-laws of the bank.

Art. 8.

The working community of a bank shall have the right to self
management defined by this and other Federal laws and by the by-laws of
the bank.

Art. 9.

A bank shall create resources for its operations from resources
which are deposited with it, from resources which working and other
organizations and social-political communities invest in its credit fund or
put at its disposal for specific purposes, from revenues that are created from
its own operations and from resources that it procures by means of credits,
both within the country and from abroad.

Art. 10.

l l . By its business policy, and especially by the offering of favorable
terms for depositing funds, and by business relations with working and other
organizations and social-political communities, as well as with citizens, a
bank shall stimulate these organizations, communities and citizens to
deposit their resources on longer term in the bank and to establish more
lasting business relations with the bank.

Act.

Banks shall determine their business policy in advance for a fixed
period of time.
General documents on the business policy of a bank shall be public, and
working and other organizations and social-political communities shall have
the right to inspect them.
Banks shall be obliged to publish terms and conditions for granting credits
in a manner that will make these terms and conditions accessible to all
interested organizations, communities and citizens.

Art. 12.

The depositing of resources in banks shall be performed by
means of contracts concluded between the bank and working or other
organizations, social-political communities or citizens.
A working or other organization, or social-political community, by signing

Art. 13.
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a contract on deposit of resources, cannot be deprived of the right to enter
into credit and other business relations with other banks.
Only by Federal law may working and other organizations and
social-political communities be compelled to deposit specific resources in a
bank as time deposits.

Art. 14.

A bank shall use resources deposited with it for granting credits
in accordance with the rules governing deposits, with the provisions of this
Law and with regulations issued on its basis.
A bank shall use the resources which the working and other organizations
and social-political communities have to deposit in the bank on the basis of
a special Federal law (Article 14) only for purposes defined by that Jaw.

Art. 15.

The resources that are placed at the disposal of a bank by a
social-political community for investment without obligation of repayment,
may be used by the bank in accordance with the purpose and terms for their
utilization as defined in the social plan, in the regulations of the social
political community which allocated the resources, or in a contract on the
allocation of such resources.

Art. 16.

Resources acquired on the basis of a credit contract shall be
used by a bank in accordance with the terms defined by the contract.

Art. 17.
Art. 18. The credit fund of a bank shall be created out of resources
invested in that fund by working and other organizations and social

political communities when the bank was founded or in the course of its
operations, as well as out of income that the bank realizes by its own
operations.
The credit fund may be used for granting all kinds of credits provided
for by this Law.

Resources of a social-political community intended for a wide
range of investments, but which are formed out of part of the realized value
of the social product of working organizations, may be used only for
investment in the economy, through banks.
The social-political community may, by its social plan, law or decision,
establish the basic guidelines for using the resources referred to in the
first paragraph of this Article.
A social-political community may by contract grant all or part of the
resources referred to in the first paragraph of this Article to a bank as a
credit, as a time deposit or as its investment in the bank's credit funds.
The purposes and conditions of the use of credit shall be fixed by the
credit contract referred to in the third paragraph of this Article, in
accordance with the guidelines referred to in the second paragraph.
A credit contract under the third and fourth paragraphs of this Article
shall be concluded with banks in respect of Federal resources by the
Federal Secretary for Finance.

Art. 19.
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Exceptionally, when so required for ensuring a more harmonious develop
ment of the economy, a portion of the resources referred to in the first
paragraph of this Article may be used for financing investments without
the obligation of repayment, as well as for the compensation of differences
in interest charges or for giving other compensation to a bank in accordance
with the second paragraph of Article 28 of this Law.
The management of resources for the economic development of eco
nomically underdeveloped Republics and regions is regulated by a special
Federal law.
A social-political community shall have, in respect of the
resources which belong to it according to the Law on financing social
political communities but which are deposited with a bank, the same rights
and obligations as the working organizations which deposit resources in the
bank.

Art. 20.

Depending on the success of a bank's operations, working and
other organizations and social-political communities that invest resources
in the bank's credit fund shall participate in the income of the bank through
interest on their invested resources, in a manner and under conditions
defined by this Law and the by-laws of the bank.
In addition to the interest which they receive on the basis of their contract
on deposit of resources, working and other organizations and social-political
communities whose resources are on longer-term time deposit shall partici
pate in the income of the bank through higher rates of interest than those
stipulated in the deposit contract, in a manner and under conditions provided
for by this Law and the by-laws of the bank.
If the bank pays a working or other organization or social-political com
munity higher interest on longer-term time deposits in the sense of the
second paragraph of this Article, the total interest rate on such resources
shall not exceed the interest rate at which the investors in the credit fund of
the bank participate in its income.
When so required, in order to achieve common social interests, the level
of the interest rate referred to in the first and second paragraphs of this
Article may be limited by a special Federal law.

Art. 21.

Working organizations may invest in a bank's credit fund and
make time deposits in a bank out of the resources of their funds, while
other organizations and social-political communities may do so [i.e., invest
and make time deposits] out of resources belonging to them.

Art. 22.

Art.
23. Banks shall charge interest only on credits granted.
For performing other banking operations, a bank shall charge fees accord

ing to a scale adopted by the highest body of management of the bank.
The fees referred to in the second paragraph of this Article may also be
charged by the bank for services performed in credit-granting operations in
which the interest charged does not accrue to the bank's income.
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Art. 24.

The highest interest rates which may be agreed upon for credits
shall be determined by the Federal Assembly. These interest rates may be
differentiated according to the types, purposes and beneficiaries of the
credits.
The Federal Executive Council may decree maximum rates for the fees
which banks may charge for performing the individual banking operations
mentioned in the second paragraph of Article 23 of this Law.

Art. 25.

The income of a bank shall consist of interest on credits granted,
compensation for performing other banking operations and other revenues
which the bank realizes from its operations.

Art. 26.

The income of a bank, after deduction of interest paid by the
bank, shall be distributed as follows: a portion to be placed in the credit
fund; a portion to be distributed by the working community of the bank;
and a portion by means of which working and other organizations and
social-political communities participate in the income of the bank in the
sense of Article 2 1 of this Law.

Art. 27.
Art. 28.

In granting credits, banks are to be guided by the principles of
efficient investment.
A social-political community may agree with a bank that credits
for certain purposes or to certain beneficiaries be granted at a lower interest
rate and under other, more favorable, terms than those under which the
bank normally gives such credits.
In the case referred to in the first paragraph of this Article, the social
political community shall be obliged to compensate the bank for the
difference in interest. By contract, other compensation may be provided
which the social-political community shall give to the bank because of
credits extended by the bank under more favorable terms.

Art. 29.
Art. 30.
Art. 31.
Art. 32

A bank shall be obliged to operate in a manner that makes it
always possible to fulfill its obligations.
A bank's liabilities shall be met out of the resources which it

manages.

Working and other organizations and social-political com
munities may in principle receive credits from all banks.
Working and other organizations and social-political com
munities shall have the right to receive credits from a bank under equal
terms, as defined by this Law or by regulations based on it.
.

Art. 33.

In their business relations the banks shall cooperate with working
and other organizations and social-political communities-their clients-in
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order to ensure such deposits from the resources of these organizations and
communities as are in accordance with the social plans of Yugoslavia and
with the guidelines of credit policy.
A bank shall have the right and the duty to caution the working and other
organizations and social-political communities-its clients-against invest
ments which they make from their own resources which the bank considers
are not efficient or not in accordance with the social plans of Yugoslavia
and with the guidelines of credit policy.
The workers' council or the corresponding organ of management of
working or other organizations shall be obliged to define its position on the
bank's observations.

Art. 34.

Banks shall cooperate among themselves primarily by linking
their own resources by means of credit and other long-term contracts, in
order to ensure funds for investments that are in accordance with the social
plans of Yugoslavia and with the guidelines of credit policy.
Banks shall cooperate among themselves in establishing credit relations
with foreign countries.

Art. 35.

Banks may enter into associations for promoting their activities,
for mutual cooperation and for seeking solutions to other questions of
common interest.

Art. 36.

In order to ensure the principle of efficient investment, banks
shall cooperate with enterprises and other organizations engaged in the
study of the economics of investment, planning and organizing investment
finance, the analysis of foreign credit markets and similar activities.
A bank may also itself establish an organization as described in the first
paragraph of this Article.

Art. 37.

According to the kinds of credit and other banking operations
which may be entrusted to them, banks shall be founded as investment
banks, commercial banks, or savings banks.
The act establishing a bank shall specify whether the bank is to be an
investment bank, a commercial bank or a savings bank, as well as the
operations that the bank may carry out.

Art. 38.

Investment banks shall grant investment credits for investments
in fixed and permanent working assets.
Investment banks may also extend short-term credits, as well as perform
other banking operations.

Art. 39.

Commercial banks shall supply economic organizations with
money for production and trade (short-term credits) .
Commercial banks may grant investment credits for housing and com
munal activities; for other activities, they may grant investment credits for
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investments in permanent working assets if they have at their disposal
resources which may be used for this purpose on the basis of this Law.
In addition to the credits outlined in the first and second paragraphs of
this Article, commercial banks that fulfill the special conditions provided for
in the fifth paragraph of Article 45 of this Law may also grant investment
credits for investments in fixed assets.
Commercial banks which do not fulfill the special conditions prescribed
in the sense of the third paragraph of this Article may grant investment
credits for investments in fixed assets from the resources of their own credit
fund through the banks which do fulfill the conditions for extending such
types of credit.
Commercial banks may also engage in other credit and banking
operations.

Art. 40.
Art. 41.

Savings banks shall accept savings deposits from, grant credits
to, and engage in other banking operations with, citizens.
Credits to working and other organizations, to social-political
communities and to citizens may be granted also by economic and other
working organizations for carrying out operations in connection with the
activity of the lenders, or for establishing business cooperation, increasing
production and promoting other common economic interests.

Art. 42.

Supervision of the operations of a bank founded by Federal or
Republican law shall be performed by the Federal or Republican Assembly,
as the case may be.
Supervision of the operations of other banks shall be performed by the
assembly of the commune in whose territory the bank is located.

Art. 43.
Art. 44.

Regulations concerning enterprises shall be applied also to banks ,
unless otherwise prescribed by this Law.
Banks shall carry out credit operations with foreign countries,
and foreign exchange and foreign currency operations, on the basis of this
Law and of a special Federal law.

Art. 45.

11. FOUNDATION OF BANKS

An investment bank may be founded if resources for investment
in its credit fund are assured in an amount at least equal to that prescribed
for this type of bank.
A commercial bank may be founded if resources for investment in its
credit fund and sight deposits are assured in amounts at least equal to those
prescribed for the founding of commercial banks.
A savings bank may be founded if resources for investment in its credit
fund are assured in an amount at least equal to that prescribed for the
founding of savings banks.
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A n investment bank, commercial bank o r savings bank may b e founded
if, besides fulfillment of the conditions prescribed in the first to third
paragraphs of this Article, at least the prescribed number of working and
other organizations and social-political communities participate in its forma
tion to assure funds in the amount prescribed for the founding of a bank
(bank founders) .
The minimum amounts of the credit fund and of deposits, as well as the
minimum number of working and other organizations and social-political
communities required to found a bank, shall be established by a special
decision of the Federal Assembly. a
A Republican Assembly may, as a condition for the founding of a bank
within its territory, prescribe larger amounts for the credit fund or deposits
than the amounts prescribed by decision in accordance with the fifth
paragraph of this Article.

Art. 46.

Investment banks in whose formation the Federation or a
Republic participates shall be founded by Federal or Republican law.
Provisions of this Law in respect to conditions and procedure for founding
a bank shall be applied also to investment banks which are founded by law.
An agreement of the Assembly of the Republic in whose territory the
bank is located is required for the founding of an investment bank whose
founders are working and other organizations and social-political com
munities, except the Federation and the Republics.

Art. 47.

Working and other organizations and social-political com
munities which found a bank shall constitute a founders' committee.
The founders' committee must undertake all work necessary for holding
a foundation meeting, must prepare a study on the founding of the bank
and must call the foundation meeting.
The calling of the foundation meeting and the conditions for participating
in the founding of the bank must be published in the Official Gazette of
Yugoslavia not later than three months before the foundation meeting is to
take place.

Art. 48.

The bank shall be founded at the foundation meeting. Working
and other organizations and social-political communities, the bank's
founders, shall participate in the work of the foundation meeting through
their plenipotentiary representatives.
The foundation meeting of the bank shall have the primary task of
establishing which working and other organizations and social-political
communities are to found the bank and with what amounts of resources
they are to take part in its founding, as well as whether the resources
prescribed as a condition for founding the bank are thus assured.
The foundation meeting of the bank shall establish the time prior to
which the founders of the bank shall be obligated to pay in their share to
s The conditions for founding a business bank were established by a
Decision of the Federal Assembly dated February 27, 1965 and effective
April 1, 1 965.
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the credit fund, or to place deposits in the bank. The founders shall put
these obligations in writing.
The foundation meeting of the bank shall establish also the obligations of
the founders in respect to ensuring conditions for starting bank operations.

Art. 49.

The foundation meeting shall take a decision on the founding
of the bank which shall include especially:

(1)

the names of working and other organizations and social-political
communities which found the bank (founders) ;

( 2 ) the name under which the bank will operate and the location of the
bank;

(3)

the type of bank being founded and the credit and other banking
operations the bank will perform;

( 4) the total amount of the credit fund and the total amount of deposits
that the founders will ensure, as well as the obligations of each indi
vidual founder for forming the credit fund or deposits;
( 5 ) the obligations of the founders in respect of assuring resources for
starting bank operations.
The decision on the founding of the bank shall be signed by all of the
founders.

Art. 50.

The foundation meeting shall establish the temporary by-laws
of the bank, elect the temporary executive committee, name the acting bank
manager, establish a temporary business policy and perform other actions
necessary for starting bank operations.
The foundation meeting may limit the authority of the acting bank
manager.
Detailed regulations on the summoning of and the work of a bank
foundation meeting shall be established, if necessary, by the Federal
Secretary for Finance.

Art. 51.

A bank shall become a legal person by being entered in the
register of economic organizations.
Announcement of registration shall be made within thirty days from the
date of the decision on founding the bank.4
With the declaration for registration shall be submitted :

(1)

(3 )

the decision on the founding of the bank,

( 2 ) the temporary by-laws of the bank,
proof that the conditions for founding the bank, as provided by
this Law and regulations issued on its basis, have been fulfilled.

Proof in the sense of item ( 3 ) of the third paragraph of this Article is
understood to mean confirmation from the Social Accounting Service that
4 See Art. 49, above.
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resources for the credit fund in the amount prescribed for that kind of bank
have been paid into the account of the bank, and confirmation from the
Social Accounting Service that payment orders of working and other
organizations and of social-political communities have been given and that
the resources in their accounts with the Social Accounting Service represent
deposits with the bank being founded, and also confirmation of the total
amount of these deposits.

Art. 52.

When entering the bank in the register of economic organi
zations, the district economic court shall establish, on the basis of the
documents submitted, whether all conditions for founding the bank have
been fulfilled.

Art. 53.

Within a period of six months from the date of the decision on
the bank's founding, the temporary executive committee must summon the
regular assembly of the bank at which, in accordance with the provisions
of this Law, the bank's by-laws shall be established, the executive committee
of the bank shall be elected, the bank manager shall be appointed, the
business policy shall be defined, and other operations which fall within the
competence of the bank's assembly shall be determined.
The council of the working community shall establish that part of the
bank's by-laws dealing with the self-managing rights of the working com
munity of the bank.

Art. 54.

The by-laws of the bank, before final adoption, shall be subject
to consideration by the assembly of the commune in the territory where the
bank is located.

Art. 55.

The by-laws of a bank that has been founded by Federal or
Republican law or for whose founding the agreement of a Republican
Assembly is required shall be subject to consideration by the Federal
Assembly or the Republican Assembly concerned.
The manager of a bank founded by Federal or Republican law shall be
appointed by the Federal Assembly or the Republican Assembly concerned.

Art. 56.

A savings bank may also be founded by only one social-political
community.5
In the case of the first paragraph of this Article, the rights and duties
provided for by this Law for founders, for the foundation meeting and for
the assembly of the bank shall be performed by the assembly of the social
political community which founded the savings bank.

Art. 57.

As an exception, when it is in the common interest, a bank may
be founded by a special Federal law for performing certain banking opera
tions in connection with imports and exports. That Law shall also establish
the manner of managing the bank.
s

Compare the third and fourth paragraphs of Art. 45, above.

©International Monetary Fund. Not for Redistribution

824

YUGOSLAVIA
Ill. MANAGEMENT OF BANKS

1 . MANAGEMENT ORGANS OF BANKS

Art. 58. The management organs of a bank shall be the assembly of the
bank, the executive committee and the manager.
The working community of a bank shall enjoy the rights of self-manage
ment, as defined by this and other Federal laws and by the bank's by-laws,
directly and through the council of the working community of the bank.
The bank shall have a credit committee.
Other organs having the right of deciding or giving opinions or making
proposals on certain questions in the bank's sphere of activity may be formed
by virtue of the by-laws of the bank.
Art. 59. The assembly of a bank shall be comprised of representatives
of working and other organizations and social-political communities which
have deposited resources in the bank and which have, under conditions
provided for by this Law and the bank's by-laws, obtained the right to
manage the bank, as well as representatives of the working community of
the bank.
Working and other organizations and social-political communities may
deposit resources with a bank even after the bank has been founded, and
accordingly acquire rights in the management of the bank.
Art. 60. The rights, obligations and responsibilities of members of the
assembly of a bank, taking into account the character and amount of their
resources which they have deposited in the bank, shall be established by the
by-laws of the bank.
Art. 61. No working or other organization or social-political community
may have in a bank's assembly more than ten per cent of the total number
of votes, as determined by criteria established by the bank's by-laws.
The by-laws shall establish the number of votes which belong to the
working community of the bank; the number may not, however, exceed the
ten per cent of the total number of votes determined in the sense of the first
paragraph of this Article.
Working and other organizations and social-political communities may
decide, on the basis of resources deposited in the bank, to unite in order to
acquire rights in the management of the bank.
Art. 62. The assembly of a bank shall meet at least once a year.
The executive committee of a bank shall decide on the time of the
meeting of the assembly.
The executive committee must convene the bank assembly, if so required
by at least one third of the total number of members of the bank assembly
or by the council of the working community of the bank, as well as in
other cases provided by the bank's by-laws.
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The assembly of a bank shall deliberate validly if it is attended
by more than one half of the total number of members of the assembly
having at least fifty per cent of the total number of votes as determined by
criteria established by the bank's by-laws.
The assembly of a bank shall take decisions by a majority of the votes of
the members present.
The by-laws of a bank may provide that decisions on individual questions
may be taken if the assembly is attended by a certain minimum number of
members having a certain number of votes, as well as that the decisions shall
be valid if a certain, qualified majority votes on them.
If the assembly is not attended by a sufficient number of members qualified
to take valid decisions, in the sense of the first paragraph of this Article, the
assembly shall be postponed and convened again, but it must be held within
a period not shorter than fifteen nor longer than thirty days from the post
ponement date. This assembly shall validly decide if attended by at least
one third of the total number of assembly members.

Art. 64.

The assembly of a bank shall, in particular:

( 1 ) decide on the bank's business policy;
( 2 ) decide on the general conditions for granting credits and depositing
resources in the bank;

( 3 ) decide on the distribution of the bank's income, that is, on the part
which goes into the credit fund, the part that the working com
munity of the bank distributes, and the part in which working and
other organizations and social-political communities share as partici
pants in the income of the bank in the sense of Article 2 1 of this
Law;
( 4) adopt guidelines for the improvement of the organization and
operations of the bank;
( 5 ) decide on establishing and abolishing operating units of the bank,
after having heard the opinion and proposals of the council of the
bank's working community;
( 6 ) change and supplement the bank's by-laws, except those parts dealing
with the self-managing rights of the bank's working community;
( 7 ) establish, on the proposal of the working community, the scale of
charges for the operations of the bank;
( 8 ) issue the bank's final accounting statement;
( 9 ) decide on other fundamental questions pertaining to the bank's
activities, as provided by the by-laws.

The part of income which the bank's working community distributes in
accordance with item ( 3 ) of the first paragraph of this Article shall be
determined by the assembly on the proposal of the bank's working
community.
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Art. 65. The assembly of a bank shall elect the executive committee from
among representatives of its own members.
The number of members of the executive committee shall be determined
by the bank's by-laws.
Members of the bank's executive committee shall be elected for four
years; half of the total number shall be elected every two years.
The bank manager shall be a member of the executive committee by
reason of his position.
The by-laws of a bank may provide that a representative of the bank's
working community be included in the bank's executive committee.

( 1 ) determine, on the basis of the established business policy of the
bank, the detailed purposes and conditions for granting certain kinds
of credits;

Art. 66. The executive committee of a bank shall, in particular:

( 2 ) decide on the incurring by the bank of debts, at home and abroad;
( 3 ) consider and prepare proposals on questions to be decided by the
bank's assembly;
( 4) take care of the implementation of decisions, resolutions and guide
lines of the bank's assembly;
( 5 ) decide on other questions that are placed within its competence by
this Law and its by-laws.
Provision shall be made in the bank's by-laws for cases in which the
executive committee, on the proposal of the credit committee, shall decide
on requests for credits.
If the executive committee takes a decision, in the sense of the second
paragraph of this Article, which departs from the proposal of the credit
committee, it shall be obligated to inform the bank's assembly of such
decision and to explain it.
Art. 67. The assembly of the bank shall appoint the credit committee
from among the workers of the bank.
The bank manager shall be the chairman of the credit committee.
The credit committee shall decide on requests for credits.
Art. 68. The bank manager and his assistant shall be appointed by the
assembly of the bank on the basis of public competition, on the proposal
of the competition commission, unless otherwise prescribed by this Law
(Article 5 5 ) .
It may b e provided i n the bank's by-laws that the assembly o f the bank
shall appoint other bank managerial workers also.
Provisions regarding the manager of an enterprise, according to regula
tions on enterprises, shall be accordingly applied to bank managers, unless
otherwise prescribed by this Law.
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Art. 69. The bank manager shall independently manage the bank's
operations, in conformity with decisions, resolutions and guidelines of the
assembly and the executive committee of the bank, as well as in accordance
with the law and the bank's by-laws.
The bank's by-laws shall establish which operations that are within his
own sphere of activity may be transferred by the manager to other bank
managerial workers.

70.

Art.
A bank manager may suspend the execution of a decision of the
executive committee or the credit committee of the bank if he considers that
the decision is contrary to social plans, in the sense of Article 2 of this
Law, to the bank's business policy and to the general conditions for granting
credits.
If the bank manager suspends the execution of a decision of the bank's
executive committee, he is obligated to ask immediately for the convening
of the assembly of the bank, which will take a decision on the disputed
decision of the executive committee.
If the bank manager suspends the implementation of a decision of the
credit committee, he shall bring the disputed decision without delay before
the bank's executive committee for decision.

2. ORGANS OF SELF-MANAGEMENT OF THE WORKING COMMUNITY
Art. 71. The self-managing organ of the working community of a bank
shall be the council of the working community.
The by-laws of a bank may provide that a managing board of the bank's
working community also be elected as a self-managing organ.
In matters which fall within a working community's sphere of self
management under this Law and the by-laws of the bank, the organs of
the working community shall have the same rights and duties as the self
managing organs of enterprises, unless otherwise prescribed by this Law.

72.

Art.
The council of the working community of a bank shall be
elected according to regulations on the election of the workers' councils of
enterprises.
Self-managing organs of the working community shall be formed in banks
having operating units (branches, etc.) in the same manner as that for
self-managing organs in enterprises having operating units (departments,
etc. ) . The rights and duties of these organs, as well as their interrelations,
shall be defined by the bank's by-laws.
Art.

73.

The council of the working community shall, in particular:

( 1 ) be entrusted with the promotion of the bank's business;
(2) establish that part of the bank's by-laws by which the self-managing
rights of the working community are regulated;
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(3)

distribute that part of income which belongs to the working com
munity of the bank (Article 26) ;

(5 )

establish the rules on the distribution of resources for workers'
personal income;

( 4 ) establish the rules on the distribution of income or net revenue;

( 6 ) decide on the use of the assets of the bank's funds, except assets
of the credit fund and the special reserve fund;
( 7 ) decide on the acquisition and transfer of goods which constitute
fixed assets and common consumption assets;

( 8 ) decide on the admission to work and cessation of work for workers,
as well as on other mutual labor relations;
( 9 ) promote the improvement of working conditions of bank workers;
( 10 ) be entrusted with improving the professional qualifications of bank
workers.

74.

Art.
The manager shall have the right and duty to withhold the
implementation of decisions of organs of the bank's working community
relating to operations within the assembly's competence, the performance
of which is entrusted to the working community, if he finds that these
decisions are not in conformity with the decisions, resolutions and guidelines
of the bank's assembly and the bank's executive committee.
The executive committee of the bank shall consider the disputed matter
referred to in the first paragraph of this Article.
The executive committee must hear the opinion of the representative of
the bank's working community.

75.

IV. BANK FUNDS

Art.
In addition to the funds which shall be created according to the
regulations on economic organizations, each bank shall also create a credit
fund and a special reserve fund.
The credit fund shall be created out of resources which are invested in
this fund by working and other organizations and social-political com
munities, and also out of bank income.
The special reserve fund shall be created out of bank income in the
manner provided for by this Law.

76.

Art.
The foundation meeting or the assembly of the bank may
decide that, under certain conditions, payments into the credit fund of a
bank may be made in part by depositing bonds issued by banks and other
securities.

77.

Art.
A working or other organization or social-political community
may transfer to another organization or community its deposit in a credit
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fund of a bank, in accordance with the regulations on utilization of
resources.
A working or other organization or social-political community to whom
a deposit in a credit fund is transferred shall enter into a relationship with
the bank carrying the same rights and liabilities as its predecessor had.
Detailed conditions and procedures for transferring a deposit in a credit
fund may be defined by a bank's by-laws.
An agreement in writing shall be concluded on the transfer of a deposit
in a credit fund, and such agreement shall be deposited with the bank
concerned.

Art. 78.

The assets of a special reserve fund shall be formed from that
part of the bank's income which is allocated to the credit fund, and in an
amount which the assembly of the bank shall establish.
The amount of the assets which, in the sense of the first paragraph of this
Article, shall be set aside by the assembly for a special reserve fund may
not be less than two tenths of one per cent of the amount of credits granted
by the bank as shown in the balance sheet for the year in which such assets
were set aside.
When the total assets of the special reserve fund reach a level of two
per cent of the average amount of credits granted as shown in the final
accounting statement of the bank for the last three years, the obligation to
set aside resources for the special reserve fund shall cease.

Art. 79.

The assets of the special reserve fund shall be used by the bank
for ensuring its own liquidity.
Assets of the special reserve fund utilized according to the first paragraph
of this Article must be returned by the bank to that fund at the end of the
year in which those assets were used.

Art. 80.

Uncollectible claims in respect of credits granted shall be
written off by the bank against its own income.
If the uncollectible claims in respect of credits granted cannot be written
off against the bank's income, they shall be written off against the special
reserve fund.
If the uncollectible claims in respect of credits granted cannot be written
off against the special reserve fund, the assembly of the bank shall decide on
the manner of writing off and on the sources of the assets against which
these claims are to be written off. Unless the assembly of the bank decides
otherwise, the uncollectible claims are to be written off against the bank's
other funds.
The bank may spread the writing-off of uncollectible claims over several,
but at the most five, years.
In the case referred to in the fourth paragraph of this Article, the bank
shall return to the special reserve fund the assets used from that fund,
according to the period over which the writing-off of the uncollectible claim
was spread.
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If the claim became uncollectible as a result of the work of the working
community, the assembly of the bank may, after hearing the opinions of the
working community, decide that the uncollectible claims are to be written
off partially against income which the bank's working community distributes.
Losses which do not result from uncollectible claims in respect of credits
granted shall be covered in the same manner in which the losses of an
economic organization are covered.

Art. 81.

The by-laws of a bank shall contain a provision concerning
the obligation of the working and other organizations and the social
political communities that manage the bank to ensure that a bank which is
not in a position to meet its obligations is provided for this purpose with
the necessary resources by means of additional deposits or by the granting of
a financial recovery credit.

Art. 82.

V. DISTRIBUTION OF BANK INCOME

The income of a bank, after deduction of the interest paid by
the bank, shall be distributed as follows:
( 1 ) a part to be placed in the bank's credit fund;
(2) a part to be distributed by the working community of the bank;
( 3 ) a part, in the form of interest on deposited resources, which belongs
to investors in the credit fund.
A portion of the bank's income may also be set aside for distribution in
the form of higher interest to the working and other organizations and
social-political communities which had deposited resources in the bank as
time deposits at more than three years' notice.
If regulations on the payment of interest on funds in the economy provide
for payments of interest on credit funds, the bank shall pay such interest
from its own income.
The interest paid by the bank in the sense of the first paragraph of this
Article shall be understood to include interest which the bank pays on
resources received by it to carry out its credit operations, interest which the
bank pays on resources deposited with it and interest on resources acquired
by the issue of bonds and deposit certificates.

Art. 83.

The distribution of the income of a bank shall be performed by
the bank's assembly.
That part of the income which in the sense of item ( 3 ) of the first para
graph of Article 82 of this Law is intended for investors in the bank's
credit fund shall be established by the bank's assembly on the basis of the
success of the bank's operations.
That part of the income which the working community of the bank
distributes shall be determined by the bank's assembly in accordance with
the volume of operations and the results of the work performed, as well as
in accordance with the development of personal incomes of the working
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people i n working organizations, having i n view also the need for setting
aside resources for the bank's funds.
That part of the income which the working community of the bank
distributes may be determined in advance by the bank's assembly, for a
year or a longer period.

84.

Art.
The bank shall pay a contribution on income, before distribution,
on that part of the income which is placed in the credit fund and on that
part which belongs to investors in the credit fund or which is set aside for
distribution in the form of higher interest.

85.

Art.
The assembly of the bank may decide that a part of the income
intended for investors in the credit fund or a part of the income intended
for working and other organizations and social-political communities which
have had time deposits in the bank for more than three years shall be used
to increase their investment in the credit fund or their deposits, respectively.
The assembly of the bank may decide that a part of the income intended
for depositors shall be ceded to working and other organizations, to be paid
into their corresponding funds, as well as to social-political communities if
the resources deposited in the bank derive from income that belongs to them
according to the Law on financing social-political communities.

86.

Art.
That part of income which belongs to the bank's working com
munity (Article 26) shall be distributed by the council of the working
community according to regulations on the distribution of the total income
of economic organizations.

87.

VI. CREDIT AND OTHER BANKING OPERATIONS

88.

1. CREDIT OPERATIONS

Art.
The operations of banks shall consist of granting credits,
receiving deposits, issuing bonds and deposit certificates, carrying out pay
ments transactions, performing foreign exchange-foreign currency opera
tions, issuing guarantees, opening letters of credit, issuing monetary and
credit instruments, performing discount operations, performing treasurer
and bookkeeping services on loans and obligations of social-political com
munities, as well as other banking operations.
Only by law may a bank be required to perform specified banking
operations.

According to the sources of the resources from which credits
Art.
are granted and according to the functions of such credits, under this Law,
credits shall be designated as investment, short-term, or consumer credits.
Investment credits are understood to be credits that the banks grant from
assets which derive, as a rule, from distribution of income and which have
the character of long-term deposits in the bank.
Short-term credits are understood to be credits that the banks grant on
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the basis of sight deposits and credits obtained from the National Bank of
Yugoslavia or other banks, and by which the total money supply is
influenced.
Consumer credits are understood to be credits that are granted to citizens
from resources derived from distribution of income and other sources of
assets, in order to stimulate consumption and to regulate inventories of
specified kinds of products.

Art. 89.

Investment Credits

Investment credits shall be granted by the banks to working and
other organizations and to social-political communities.
Banks may grant investment credits to citizens for promoting their
economic activities, as well as for the reconstruction of apartments or
purchases of apartments from the builders. Investment credits may be
granted to citizens for other purposes under conditions prescribed by
special Federal regulations.

Art. 90.

Investment credits shall be granted by a bank out of its credit
fund and out of the cash part of its other funds, except the reserve fund;
out of time deposits at more than one year's notice; out of assets acquired
by the issue of bonds with maturities of more than one year; out of funds
obtained in the form of credits, at home and abroad; and out of funds that
social-political communities put at its disposal for such purposes.
The National Bank of Yugoslavia may decide that particular assets not
included in the first paragraph of this Article, but not having the character
of long-term deposits in the bank, may be partially used for granting
investment credits.

Art. 91.
Art. 92.

Banks shall grant investment credits for economic and non
economic investments.
Banks shall grant investment credits for investments in fixed
assets and permanent working assets.
Investment credits in the sense of this Law shall be understood to include
financial recovery credits as well as other credits to working and other
organizations and social-political communities for purposes which are not
specifically defined.
Out of resources from which investment credits are granted, credits may
be granted to social-political communities, self-governing organizations and
funds to cover a deficiency of resources resulting from an uneven flow of
revenues.

Art. 93.

Investment credits shall be granted by the banks on the basis
of competitive bidding or by means of direct agreement.
In granting an investment credit, a bank shall select the most favorable
beneficiary of the credit.
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A bank may not grant a n investment credit unless the investor
has assured the resources for the entire investment out of the credits from
the bank or other sources, and unless the foreign exchange assets necessary
for construction of a project are assured or proof is submitted that such
resources will be assured.

Art. 95.

Basic documentation outlining the results that will be achieved
by investing the resources concerned must be submitted with the request for
an investment credit.
In screening the requests for credit, the bank may ask credit applicants
to present detailed documentation, elaborating on the basic documentation
already submitted.
Information contained in requests for credit and in documentation sub
mitted with the request shall represent a business secret of the bank.

Art. 96.
Art. 97.

The bank must inform each applicant for an investment credit
of its decision on his request for credit.
If a credit applicant claims that his interests are injured because
a bank, when granting credit, did not observe published conditions or did
not observe the procedure for granting credits established by the bank's
by-laws, he may, within eight days of receipt of the decision of the bank in
accordance with Article 96 of this Law, institute an action at the competent
communal court with a request that the court establish by judgment that
certain decisions of the bank in extending credit are contrary to the
regulations and conditions for the extension of credits.
If the court finds that the bank, when granting credit, did not observe
published conditions or that it did not observe the procedure for granting
credits established by the bank's by-laws, it will declare null and void the
disputed decision of the bank as a whole, or the part that is contrary to the
conditions or procedure for granting credits.
The bank must, on the request of the court, supply the data and docu
mentation necessary for a decision.

Art. 98.

Short-Term Credits

Banks shall grant short-term credits to working and other
organizations.
Short-term credits to economic organizations and institutions performing
economic activities shall be granted by banks for trade in goods and for
certain inventories, in accordance with the guidelines for credit policy.
As an exception, short-term credits may be granted to citizens for purposes
and under conditions provided by special Federal regulations.

Art. 99.

Short-term credits shall be granted by the banks on the basis of
sight deposits or from credits obtained from the National Bank of Yugoslavia
or other banks, as well as from all other resources at their disposal.
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Only short-term credits may be granted by the banks on the basis of
sight deposits.

Art. 100.

Short-term credits for trade in goods shall be granted by the
banks to economic organizations for goods sold but not paid for; to
economic organizations engaged in commerce, such credits may be granted
for goods bought but not paid for.
Short-term credits for trade in goods may not be granted when the buyer
is the final consumer.

Art. 101.

Short-term credits for inventories shall be granted by the banks
for seasonal inventories of finished and semifinished goods and raw materials
and for inventories of goods for export.
As an exception, short-term credits for special inventories of goods may
be granted by the banks under conditions and in cases determined by the
National Bank of Yugoslavia.

Art. 102.

The National Bank of Yugoslavia shall establish maximum
periods within which short-term credits for individual purposes should be
repaid.

Art. 103.

To institutions which are also engaged in economic activity,
the banks shall grant short-term credits for trade in goods and for inventories
under the same conditions as those governing such credits to economic
organizations.

Art. 104.
Art. 105.
Art. 106.

Banks may grant short-term credits to cover losses, inventories
of unmarketable goods and doubtful claims.
[Repealed]

Banks may extend short-term credits to activate the production
capability of the economy in accordance with the social plans of Yugo
slavia or, if so required by extraordinary circumstances, on the basis of a
special decision of the Federal Assembly.

Art. 107.

Consumer Credits

Consumer credits shall be granted by banks on the basis of
savings deposits.
Banks may also grant consumer credits from the resources of their own
funds, except reserve funds, from time deposits at more than one year's
notice and from resources acquired by issuing bonds with maturities of more
than one year.
The Federal Executive Council may decide that other resources may also
be used by banks for granting consumer credits.
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Consumer credits shall b e granted o n repayment terms o f up
to three years.
As an exception, the repayment term for consumer credits for purchases
of certain kinds of products may be up to five years.

Art. 109.

The Federal Executive Council, on the basis of credit policy
guidelines established by the social plan of Yugoslavia, and in accordance
with the provisions of this Law, shall establish the general conditions
governing consumer credits and the purposes for which such credits may
be granted.
The Federal Executive Council may establish the maximum interest rate
at which consumer credits may be granted.

Art. 110.

On the basis and within the framework of regulations of the
Federal Executive Council issued in accordance with Article 109 of this
Law, the National Bank of Yugoslavia shall establish the level up to which
credit applicants may be indebted for consumer credits and the level of
downpayments by beneficiaries, as well as other conditions for the extension
of consumer credits.
The National Bank may determine the maximum repayment periods for
consumer credits for purchases of certain products, within the limits
prescribed in Article 108 of this Law.

Art.

Ill. Subject to the conditions provided for consumer credits, the
economic organizations may sell products directly to citizens on credit.
The Federal Secretariat for Finance shall determine the conditions which
the economic organizations must fulfill to be authorized to sell products to
citizens on credit.

Art. 112.

If a lender grants consumer credits subject to administrative
blocking of the personal income of the credit beneficiary, the payers of the
personal income shall be obligated to carry out properly the administrative
blocking of the income.

Art. 113.

Credit Contracts

The bank shall conclude a credit contract in writing with the
credit applicant.
The conditions for the granting, use and repayment of the credit shall be
established by contract, as well as other rights and obligations of the parties
to the contract.
The credit contract must be drawn up in acccordance with conditions for
extending credits published beforehand, regardless of whether the credit is
granted on the basis of competitive bidding or by direct agreement.

Art. 114.

In concluding a credit contract, the bank must abide by banking
practices and good business custom, taking into account the interests of its
clients.
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Art. 115.

In concluding an investment credit contract, the bank must
make sure that a realistic repayment period is stipulated.
If credit is granted for investments in fixed assets, the repayment period
of the credit may not be longer than the lifetime of the fixed assets.

Art. 116.

If a credit contract provides that the borrower shall pay to
the bank penalty interest on the amount not repaid on an agreed date, the
rate of penalty interest may not be higher than the rate of ordinary interest.
If credit is granted at a lower interest rate in accordance with Article 28
of this Law, the rate of penalty interest referred to in the first paragraph of
this Article may be increased by the interest rate differential up to such
amounts as will compensate the bank for applying a lower interest rate.

Art. 117.

The credit contract may provide that the credit beneficiary
must pay to the bank an agreed penalty for withdrawal from the credit
contract, for utilization of the credit for purposes different than those agreed
upon, for nonfulfillment of obligations in regard to exports and in other
cases of nonfulfillment of obligations provided for by the credit contract.

Art. 118.

An investment credit contract may not provide a penalty
greater than one per cent of the total credit, in cases where the credit
beneficiary withdraws from the credit contract before beginning to use the
credit.
No penalty may be stipulated on account of nonutilization of an invest
ment credit as a result of savings in total construction costs, or on account
of nonutilization of short-term and consumer credits.

Art. 119.

If the bank does not put the credit at the disposal of the
credit beneficiary within the agreed time or in the agreed amount, it must
pay to the beneficiary a penalty of one per cent of the amount of credit not
placed at the beneficiary's disposal, if the credit contract does not provide
a larger agreed penalty.

Art. 120.

The rights and obligations of the credit contract may be
transferred by the credit beneficiary to other working or other organizations
or social-political communities only if it is assured that the credit will be
used for the same purpose and if the bank which granted the credit agrees to
this.

Art, 121.

Before concluding a credit contract, the bank must establish
the credit applicant's creditworthiness.
In establishing creditworthiness, the bank shall consider in particular
whether the credit applicant is achieving positive financial results in his
operations; whether he will be in a position to repay the credit in due time;
whether his financial operations and books are orderly and correctly audited;
whether he is fulfilling his duties in an orderly fashion; and whether he is
showing the state of his holdings in accordance with existing regulations.
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The bank may request that the necessary documentation for establishing
his creditworthiness be submitted by the applicant.
In the case of credit contracts concluded with enterprises producing
certain military supplies, the checking of data and submitting of documenta
tion in accordance with the second and third paragraphs of this Article shall
be done by the bank through the corresponding special organizational unit
of the Social Accounting Service or the National Bank.

122.

Art.
The bank may demand that certain credit applicants offer to it
the necessary assurance that they will properly fulfill their obligations in
accordance with the credit contract (by cession of claims, drawing of bills,
guarantees, etc. ) .

123.

Art.
The bank shall have the right and the duty t o check whether
the credit beneficiary uses the credit for the agreed purposes.

124.

2. CREDIT OPERATIONS WITH FOREIGN COUNTRIES

Art.
Banks which meet the conditions set forth in special Federal
laws may deal in credit operations with foreign countries.
Under credit operations with foreign countries are included in particular
incurring debts abroad; issuing guarantees to working organizations on
credit contracts concluded by them abroad; extending credits to foreign
beneficiaries and to working organizations for exports of goods on credit
or for performing services or carrying out investment projects abroad on
credit.

125.

Art.
On the basis of guidelines established by the social plan of
Yugoslavia, the Federal Executive Council shall establish the framework
and general conditions for incurring debts abroad and for extending credits
to foreign beneficiaries.
The National Bank of Yugoslavia, in cooperation with the business banks,
shall propose and undertake measures, as authorized, to ensure that incurring
debts abroad and extending credits to foreign beneficiaries are done within
the framework and under the conditions referred to in the first paragraph
of this Article.

126.

Art.
A bank shall decide independently on concluding the credit
operations mentioned in Article 124 of this Law.
A bank may incur debts abroad or give a guarantee for incurring debts
abroad if foreign exchange to repay the credit is ensured by the operations
for which the credit has been granted, or if such resources are obtained from
other sources available to the bank or if the bank secures them on the basis
of contracts with other banks.

127.

Art.
Credits to foreign beneficiaries and credits to working organi
zations for exports of goods or for performing services or for investment

©International Monetary Fund. Not for Redistribution

838

YUGOSLAVIA

works abroad shall be granted by the banks from resources from which
investment credits may be granted according to this Law and regulations
based on it.

Art. 128.

Banks must inform the National Bank of Yugoslavia of credit
operations concluded abroad, in a manner and at times that it shall
determine.
The National Bank of Yugoslavia may determine cases in which it must
be informed by banks even before credit operations abroad are concluded.
3 . DEPOSITS

Art. 129.

Money Deposits

The term money deposits in the sense of this Law is understood
to include resources which working and other organizations and social
political communities deposit with a bank on the basis of a contract or on
the basis of an obligation to deposit deriving from the law.
Citizens shall deposit resources with a bank in the form of savings deposits,
on the basis of a contract on current account, or on the basis of other
contracts for depositing of resources.

Art. 130.

Deposits may be sight or time deposits.
All resources deposited with banks shall be considered sight deposits if
a notice for their withdrawal is not provided by contract or law.

Art. 131.

Resources of working and other organizations and social
political communities on account with the Social Accounting Service shall
be considered as sight deposits of those banks with which these organizations
or communities have concluded contracts on deposit of such resources.
Working and other organizations and social-political communities shall
select the banks with which they will conclude contracts according to the
first paragraph of this Article.
The Social Accounting Service must regularly inform the banks concerned
of the position of accounts of organizations or communities referred to
in the first paragraph of this Article.

Art. 132.

The banks shall pay interest on time deposits. The rate of
interest shall be agreed upon and shall depend, in principle, on the length of
the notice to be given.
It may be agreed that interest shall be paid on sight deposits with a bank.
Interest on assets deposited with a bank shall be credited to the funds
of working and other organizations and social-political communities from
which the deposits with the bank have been made.

Art. 132A.

Foreign legal and physical persons may deposit dinar amounts
as sight deposits or time deposits only with the National Bank of Yugoslavia.
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Savings Deposits

Savings deposits may be accepted from citizens by commercial
banks and savings banks.
Savings deposits may also be accepted by Postal Savings Banks, savings
credit cooperatives, agricultural and other cooperatives and working
organizations which are engaged in agricultural production or cultivation
and exploitation of forests and which have a specially organized savings
credit service.
The founding and operation of savings-credit cooperatives and of savings
credit services mentioned in the second paragraph of this Article shall be
regulated by Republican law.

Art. 134.

Savings deposits may be
other organizations, if these deposits
citizens (mutual assistance funds in
funds collected in pensioners' societies,

Art. 135.

accepted also through working and
derive from organized savings of
union branches, mutual assistance
students' savings, and the like ) .

Savings deposits in foreign currencies may be accepted only by
the National Bank of Yugoslavia, unless otherwise provided by Federal law
or regulations based on Federal law.

Art. 136.

Savings deposits may be sight deposits or time deposits.
Savings deposits may be payable to the depositor, to the bearer or under
code word to the bearer.

Art. 137.

Information on savings deposits shall be the business secret
of the banks and organizations listed in the second paragraph of Article 1 3 3
o f this Law.
Information on savings deposits may be given out only on written demand
of a court.

Art. 138.

Interest shall be paid on savings deposits.
Interest shall be reckoned and added to savings deposits at the end of the
calendar year.
The Federal Executive Council may prescribe the minimum rate at which
banks and savings banks shall pay interest on savings deposits payable at
sight.

Art. 139.
Art. 140.
Art. 141.

Savings deposits and interest on savings shall not be subject
to payment of taxes and contributions.
Savings deposits in commercial and savings banks shall be
covered by the guarantee of the Federation.
The Federal Secretary for Finance shall issue, as necessary,
detailed regulations on operations on savings deposits with commercial and
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savings banks, on the issue and use of savings books and on the manner of
keeping records on savings deposits.

Art. 142.

Current Accounts of Citizens

Commercial banks and savings banks shall keep current
accounts of citizens and through these accounts carry out payment operations
for the holders of these accounts.
Holders of current accounts shall draw on their assets on such accounts
by prescribed payment instruments ( orders, checks, and the like ) .
I f assets on the current accounts of citizens are withdrawn by checks
whose payment is covered by the guarantee of a bank or savings bank on
which the check is drawn, working and other organizations and social
political communities must accept such checks in place of cash.

Art. 143.

Information on operations of citizens through their current
accounts shall be the business secret of the bank.
Information on operations of citizens through their current accounts may
be given out only on written demand of a court or competent financial
organ.

Art. 144.

Banks may pay interest in the sense of the second paragraph
of Article 132 of this Law on assets on the current accounts of citizens.

Art. I45.

Non-Money Deposits

Art. 146.

4. ISSUE OF BONDS AND DEPOSIT CERTIFICATES

Banks may receive for safekeeping securities, objects of gold
and other precious metals, jewels, and the like (non-money deposits) .
Banks dealing in operations referred to in the first paragraph of this
Article must insure deposits accepted by them.

To ensure the supply of money resources for certain purposes,
banks may issue bonds.
Bonds shall be issued in the name of the owner or to bearer.

Art. 147.

The decision of a bank to issue bonds shall, in particular,
prescribe the purpose for which the bonds are being issued, the terms and
conditions for their issue and the repayment period, the rate of interest and
the manner of its reckoning and payment.
The conditions listed in the first paragraph of this Article must be
printed on the bond itself.

Art. 148.

Bonds issued by the banks may be accepted in place of cash as
security that is deposited on the occasion of public bidding and in other
cases where a cash guarantee is demanded.
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Art. 14<9. The Federal Executive Council may establish the procedure
and conditions for buying and selling bonds that banks issue.
Art. 150. Banks may issue deposit certificates<
Deposit certificates shall be issued in round amounts, in thousand dinar
figures.
The amount in which a deposit certificate is to be issued shall be determined by the subscriber himself.
Deposit certificates shall be issued on fixed terms.
Deposit certificates may be discounted before maturity.
The interest rate on deposit certificates shall, in principle, be established
by reference to the maturity of the certificates.

Art. 151. Working organizations may utilize assets from their funds,
and other organizations and social-political communities resources of their
own, for subscribing to bonds and deposit certificates.
Interest which working and other organizations and social-political com
munities realize on the basis of the first paragraph of this Article shall be
credited to the assets from which the bonds and deposit certificates were
subscribed.
VII. COUNCIL OF B ANKS

Art. 152. In order to consider questions of common interest to the banks,
and to coordinate their work, a Council of Banks shall be founded.
Art. 153. The Council of Banks shall consist of the managers of the
business banks that are supervised by the Federation or by the Republics,
and, from each Republic or autonomous province, one representative elected
at a meeting of representatives of the banks from that Republic or province
and of a representative of the association of banks, if an association of
banks was created.
The Governor of the National Bank of Yugoslavia, by reason of his
position, shall be a member of the Council of Banks and shall be chairman
of its meetings.
Art. 154. The Council of Banks shall consider basic questions in connec
tion with the work and operations of banks, and in particular :
( 1 ) the carrying out of credit and foreign exchange policies prescribed by
the social plan of Yugoslavia and other Federal regulations;
( 2 ) the carrying out of the policy on credit relations with foreign
countries;
( 3 ) the carrying out of agreements and other acts of the banks issued in
performing certain common matters, or for taking common stand
points on credit and other relations in the country and abroad;
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( 4) questions in connection with establishing banking practices;
( 5 ) the application of certain criteria and economic instruments in the
granting of credits for investments and other kinds of credits (interest
rates, terms, participation, etc. ) ;
( 6 ) proposals or reports which need to be submitted to competent Federal
organs with a view to issuing regulations or undertaking necessary
measures;
( 7 ) improvement and coordination of methods for determining the part
of income to be distributed by a bank's working community;
( 8 ) discussing the bases for working out the social plans of Yugoslavia;
( 9 ) initiating and organizing studies of criteria for judging the economic
efficiency of investments and informing banks on the results achieved.
Art.

155.
156.

The Council of Banks shall establish rules for its work.

Art.
A council of banks may be established in a Republic by
Republican regulations.
The manner of establishing a council of banks in a Republic and the
sphere of its activity shall also be provided for in the regulations mentioned
in the first paragraph of this Article.

157.

VIII. CESSATION OF ACTIVITIES OF B ANKS

A bank shall cease activity if it is for a considerable period not
Art.
able to meet its obligations.
A bank shall be considered as being unable to meet its obligations if it
cannot carry out the client's orders for utilization of his assets; if it is not
able to repay credits received or to disburse credits granted to clients; if it
is not able to carry out other obligations because it has utilized assets for
purposes other than those intended.

158.

A bank shall also cease activities if in the course of its opera
Art.
tions it finds itself in a position where its credit fund and deposits do not
equal the amount of resources prescribed as a condition for founding that
type of bank, and if the assembly of the bank does not ensure the necessary
resources for raising the credit fund and deposits up to the prescribed
amounts.

159.

Art.
A bank's assembly may decide that the bank should cease
activity if it finds that there does not exist an economic interest for its
future operations.
In the case of the first paragraph of this Article, the assembly of the bank
that ceases activity shall decide on the transfer of that bank's operations
to other banks by agreement with those banks.
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A bank shall also cease activity if incorporated into another
bank or if merged with another bank, as well as in the case of partition of
the bank, in accordance with a decision of the bank's assembly.

Art. 161.

Regulations on cessation of activity, compulsory management
and financial recovery of enterprises, as well as on incorporations, mergers
and partitions of enterprises, shall be suitably applicable also to banks, unless
otherwise prescribed by Federal law.
IX. SUPERVISION OF LEGALITY OF WORK OF BANKS

Art. 162.

Supervision of the legality of the work of banks shall be
performed by the administrative organ responsible for the finances of the
commune in which the bank is located.
Supervision of the legality of the work of banks that have been founded
by Federal or Republican law shall be performed by the Federal or
Republican Secretariat for Finance.

Art. 163.

The assembly of a commune may, on its own initiative or on
the proposal of the organ referred to in the first paragraph of Article 1 62
of this Law, suspend the execution of general acts of a bank the legality
of which is supervised by the communal organ responsible for the finances
of the commune, if this organ finds that such acts are not in accordance with
the law.
The Federal or Republican Secretary for Finance may suspend the execu
tion of general decisions of a bank over which operational supervision is
performed by the Federal Assembly or a Republican Assembly, in the sense
of Article 42 of this Law, if it is established that they are not in accordance
with the law, and must inform accordingly the Federal or Republican
Executive Council, in order that suitable measures may be taken.
X. CREDIT OPERATIONS BY WORKING AND OTHER ORGANIZATIONS

Art. 164.

Working and other organizations may grant credits to working
and other organizations, social-political communities and citizens, in con
nection with the field of their activities, or to promote business cooperation,
or to increase production, or to promote other common economic interests.
If enterprises for the promotion of foreign trade, and other enterprises
designed to carry out foreign trade transactions, grant credits and perform
other banking operations in connection with the promotion of foreign
trade, they must perform these operations according to the provisions of
this Law.

Art. 165.

The credits referred to in Article 1 64 of this Law may be
granted by working organizations from resources of their funds, and by
other organizations from their own resources.
Working and other organizations may, in order to grant credits, combine
their assets referred to in the first paragraph of this Article.
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Art. 165A. Working and other organizations, state organs and associa
tions of citizens may, out of resources of the common consumption fund
or out of other, corresponding resources, grant credits to their workers for
purchases of apartments from builders of apartments, for the construction
of new or the completion and expansion of existing houses and apartments,
and for depositing the participation required in order to receive credit from
the bank for apartment construction.
Art. 166. Working and other organizations may use investment credits
obtained from a bank for granting credits to working and other organiza
tions, social-political communities and citizens only if this is explicitly
provided for by the credit contract with the bank.
Working and other organizations may not use short-term credits obtained
from a bank for granting credits to working and other organizations, social
political communities and citizens, except in cases provided for in this Law
and other Federal regulations.
Art. 167. Agricultural cooperatives and other working organizations
may grant credits to individual agricultural producers with whom they have
agreed to cooperate in agricultural or forestry production, in connection
with the execution of an agreement on cooperation.
Art. 168. Private craftsmen, independent innkeepers and other persons
who perform independent activities may obtain credits for advancement of
their economic activities from working and other organizations with which
they are in permanent economic cooperation.
Art. 169. The Federal Executive Council shall issue regulations on the
purposes for and conditions under which organizations referred to in
Articles 167 and 168 of this Law may grant credits to individual agricultural
producers, craftsmen, independent innkeepers and other persons who per
form independent activities, with whom they are in permanent economic
cooperation, as well as under what conditions the above organizations may
obtain credits from a bank for this kind of financing.

XI. PENALTY PROVISIONS
Art. 170. There shall be a fine of five hundred thousand to five million
dinars for an economic offence by a bank:

( 1 ) if it uses resources to extend credits contrary to the provisions of
this Law;
( 2 ) if it accepts as time deposits or for subscription to bonds and treasury
bills resources which may not be used for such purposes;
( 3 ) if credits are granted or resources used contrary to the credit policy
measures prescribed by Federal law on the implementation of the social
plans of Yugoslavia;
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( 4 ) if it prescribes in the contract, or if it charges, interest at rates
higher than the interest rate which has been prescribed by the Federal
Assembly;
( 5 ) if it charges for performing banking operations greater amounts than
those prescribed;
( 6 ) if it denies or limits the right of a working or other organization
to deposit resources in a bank's credit fund or deposits;
( 7 ) if it grants credits in a manner contrary to this Law or its by-laws;
( 8 ) if it permits credits to be used for purposes other than as provided
in the credit contract, or if measures are not taken to prevent the use of
credits for purposes for which they were not intended;
( 9 ) if consumer credits are granted for purposes for which, by regulation,
consumer credits may not be granted, or if consumer credits are granted
contrary to the general conditions governing the granting of such credits.
For the economic offence referred to in the first paragraph of this Article,
the responsible person of the bank shall also be fined from ten thousand to
one hundred thousand dinars.

171.

Art.
There shall be a fine of from five hundred thousand to five
million dinars for an economic offence by a working or other organization
or other legal person:

( 1 ) if it uses credit for purposes for which the credit was not granted;
( 2 ) if working and other organizations or social-political communities
and citizens are granted credits for operations which are outside the field
of their activities or are not related to the enhancement of their activities;
( 3 ) if it grants consumer credits for purposes for which, according to
regulations, consumer credits may not be granted or if consumer credits
are granted contrary to prescribed conditions;
( 4) if resources that may not be used for such purposes are used for
time deposits in a bank or for subscribing to bonds or deposit certificates.
For an economic offence referred to in the first paragraph of this Article,
the responsible person in the working or other organization, or other legal
entity, shall also be fined from ten thousand to one hundred thousand
dinars.

172. A

working or other organization or other legal entity shall be
Art.
fined up to one million dinars for an infringement:
( 1 ) if it refuses to block the personal income of a beneficiary of a
consumer credit or if such blocking is not carried out in an orderly manner;
( 2 ) if it refuses to accept from a citizen in place of cash a check covered
by a guarantee of a bank or savings bank;
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(3) if it hinders or makes it impossible for a bank to control the
intended use of a credit or if it does not submit to the bank on demand
appropriate documentation for such control.
For an infringement referred to in the first paragraph of this Article,
the responsible person in the working or other organization or other legal
entity, or in a State organ, shall also be fined up to fifty thousand dinars.

TRANSITIONAL AND FINAL PROVISIONS
Within one year from the date this Law enters into force,
banks founded prior to the date this Law enters into force shall conform
their organization and operations with the provisions of this Law and with
regulations published on its basis.
Conforming in the sense of the first paragraph of this Article shall be
carried out by the managing committee of the bank.
The managing committee of an existing bank shall have all the rights
and obligations provided by this Law to the founders' committee.
The managing committee of an existing bank shall consider
the bank's position and conditions for its future operations in the sense of
provisions of this Law and regulations based on it.
If the managing committee establishes that conditions for future bank
operations exist, or that these conditions may be assured, it shall prepare
and convene the assembly of the bank which shall have all the rights and
obligations of the foundation meeting as provided in Articles 48-50 of this
Law.
Prior to formation of the assembly of the bank in accordance with the
second paragraph of this Article, the managing committee shall manage the
bank and distribute the income.

Art. 173.

XII.

Art. 174.

If a bank, on the date this Law enters into force, has in its
credit fund resources of at least the minimum amount prescribed for such
a bank by the decision of the Federal Assembly referred to in Article 45
of this Law, it shall be considered that conditions are fulfilled for founding
the bank as far as the ensuring of resources for its credit fund is concerned.

Art. 175.

The resources of the General Investment Fund and other
Federal resources which were transferred to the credit funds of specialized
banks by December 3 1 , 1965 shall be withdrawn from the credit funds of
these banks and, together with Federal resources which, under the existing
regulations, were to be transferred to the credit funds of these banks as
from January 1 , 1 966, shall constitute Federal resources for investment in
the economy that shall be used to fulfill obligations created against these
resources on the basis of Federal regulations.
Relations between the Federation and the banks with regard to the use
of the resources referred to in the first paragraph of this Article shall be
regulated by a contract concluded with the respective bank by the Federal
Secretary for Finance in the name of the Federation.

Art. 175A.
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Republics, autonomous regions, districts or communes shall
have until February 28, 1966 to decide whether the resources of social
investment funds and other resources of social-political communities which
were transferred to the credit funds of banks shall be withdrawn from these
credit funds to form resources of the above-mentioned social-political com
munities for investment in the economy. The social-political communities
may use these resources in the way determined by Article 19 of this Law
only after they shall have settled the obligations created against these
resources.

Art. 176A.

Resources of the credit fund of a bank derived from interest
received prior to the day this Law enters into force shall not represent the
basis for managing a bank.

Art. 177.

If two or more social-political communities participate in the
management of a bank by virtue of resources transferred to the credit funds
before or after this Law enters into force, the aggregate of the votes
belonging to these social-political communities in the bank's assembly may
not be greater than twenty per cent of the total number of votes which was
established according to criteria provided by the bank's by-laws.
In the case of the first paragraph of this Article, the number of votes
belonging to each social-political community within the aggregate which
makes twenty per cent of the total number of votes in the bank's assembly
shall be determined in proportion to the resources of each social-political
community on the basis of which, in accordance with the bank's by-laws, it
acquires the right to manage the bank.

Art, 178.

If the managing committee finds that the bank is not in a
position to operate in the future, in the sense of the provisions of this Law
and the regulations issued on its basis, it shall propose to the assembly of
the social-political community which founded the bank that it take a decision
on the cessation of the activities of the bank.
If a communal bank was created by several communes, the decision on the
cessation of the activities of the bank shall be taken by the assembly of the
commune in which the bank is located, after prior agreement with the
assemblies of the other communes that were founders of the bank.

Art. 179.

Assets of funds and time deposits in a bank which ceases
activities, and credits granted from these assets, as well as other rights and
obligations of the bank deriving from these assets and credits, shall be
transferred to a specified bank, in accordance with the decision of the
assembly of the social-political community which founded the bank, on the
basis of an agreement with the bank to which the transfer is made.
Assets of the funds referred to in the first paragraph of this Article shall
be placed in the corresponding funds of the specified bank.

Art. 180.

If a bank is founded by several communes, they shall determine
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by mutual agreement the bank to which assets of the funds, time deposits
and credits granted from such assets shall be transferred.
If the founders do not reach agreement with regard to transferring the
assets and credits referred to in the first paragraph of this Article, the
assets of the funds of the bank which ceases activities shall be transferred
to the funds of certain banks, according to the decision of each of the
founders, in proportion to the investments from assets of the social invest
ment funds of each social-political community and according to the status
of such investments on December 3 1, 1964.
Taking into consideration the criteria for the distribution of the assets
of the funds of a bank which ceases activities, the transfer to corresponding
banks of time deposits shall also be made, as well as of credits granted
from assets of funds and time deposits.
By agreement between an interested bank and a depositor of assets or a
credit beneficiary, a departure from the provision of the third paragraph of
this Article may be made.

Art. 181.

Short-term credits granted by a bank which ceases activities
shall be collected by the bank itself in the course of the liquidation of its
operations.
Credits referred to in the first paragraph of this Article which mature
after expiration of the time period provided for the cessation of bank
activities shall be transferred to a bank with which the credit beneficiary
has concluded a contract on depositing the resources which are on his
accounts with the Social Accounting Service.
By agreement between interested banks and credit beneficiaries, indi
vidual credits referred to in the second paragraph of this Article may be
transferred to other banks also.

Art. 182.

With respect to Republican banks, on their proposal the Federal
Executive Council may postpone to June 30, 1 966 the application of provi
sions of this Law concerning the holding of a foundation meeting and the
forming of the assembly and the executive committee as organs of the bank.

Art. 183.
Art. 183A.

Credits granted by banks prior to the entry into force of this
Law shall be disbursed and repaid in accordance with the credit contract.
As an exception to the provisions of Article 98 of this Law,
banks may in 1 966 grant short-term credits to social-political communities,
social service institutions, self-managing organizations and funds in the case
of an uneven flow of revenues, in a manner and under conditions which
shall be decided by the National Bank of Yugoslavia according to existing
regulations.
The National Bank of Yugoslavia shall fix the periods within which credits
under the first paragraph of this Article may be granted, but the repayment
period of these credits may not extend beyond December 3 1 , 1966.
Short-term credits may be granted to the Federal Government in 1967
also, in the case of an uneven flow of revenues.
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The provision of item 17 of the Decision on test production
of economic organizations (Official Gazette of Yugoslavia, Nos. 3 1 157
and 45/58 ) and the provisions of items 20 and 21 of the Decision on test
production of economic organizations ( Official Gazette of Yugoslavia,
No. 3 8 / 5 5 ) shall cease to be valid on the day this Law enters into force.
Losses from test production for which working assets have been assured
from resources of social investment funds and for coverage of which
requests for credit had been submitted to the bank prior to the day this Law
enters into force shall be covered in accordance with the provisions of the
first paragraph of this Article. In other cases, losses from test production
shall be covered in the manner provided in the credit contract concluded
with the bank.

Art. 185.

The Federation guarantees obligations of existing specialized
banks-the Yugoslav Investment Bank, the Yugoslav Bank for Foreign
Trade, and the Yugoslav Agricultural Bank-undertaken or entered into
prior to this Law's coming into force, as well as obligations of these banks
which are entered into from the day this Law comes into force until these
banks are brought into conformity with the provisions of this Law.

Art. 186.

Incomes realized from January 1, 1 965 to the day this Law
comes into force shall be distributed by the banks according to the
provisions of this Law.

Art. 187.

The rights and duties of the assemblies of banks which cease
activities after this Law comes into force, in the sense of Article 1 78 of
this Law, and which by this Law relate to the distribution of bank income,
shall be assumed by the assembly of the social-political community which
founded the bank, or the assembly of the commune in which the bank is
located if the communal bank which ceases activities was founded by several
communes.

Art. 188.

On the day this Law comes into force, the following shall
cease to be valid:
( 1 ) Law on Banks ( Official Gazette, Nos. 10/6 1 , 30/62 and 53/62 ) ;
( 2 ) Law on Credit and Other Banking Operations ( Official Gazette,
Nos. 10/ 6 1 and 5 3 / 62 ) ;
( 3 ) Decision on the level of reserve requirements of banks (Official
Gazette, No. 10/62 ) ;

(4 ) Decision o n maximum interest rates which banks may charge
( Official Gazette, Nos. 10/ 6 1 and 30/62 ) ;

( 5 ) Decision o n the interest rate on credits for coal inventories beyond
minimal inventories ( Official Gazette, No. 1 2/63 ) ;
( 6 ) Decision on assets which are considered as central deposits (Official
Gazette, No. 53/62 ) ;
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( 7 ) Decision on maximum interest rates of the National Bank and
specialized banks (Official Gazette, Nos. 1 3 / 6 1 and 27/6 1 ) ;
( 8 ) Decision on the maximum rate for penalty interest on bank credits
(Official Gazette, No. 27/6 1 ) ;
( 9 ) Decision authorizing the Yugoslav Agricultural Bank to extend
credits to economic organizations for specified purposes and on the
transfer of these operations from the Yugoslav Investment Bank to
the Yugoslav Agricultural Bank (Official Gazette, No. 47/6 1 ) ;
( 1 0 ) Decision on extending credits for investments in fixed and working
assets by direct agreement (Official Gazette, No. 53/6 1 ) ;
( 1 1 ) Decision on the percentages to be set aside out of assets for the
reserve funds of the National Bank and business banks (Official
Gazette, No. 5 3 /6 1 ) ;
( 12 ) Decision on the maximum commissions and fees for services in
performing credit and other banking operations (Official Gazette,
Nos. 53/6 1 , 16/62, 28/62, 1 2/63, 30/63 and 1 2/64 ) ;
( 1 3 ) Decision o n the level o f reserve requirements o f business banks at
the National Bank (Official Gazette, Nos. 23/63, 4/64 and 4 1 /64) ;
( 14 ) Decision on approving credits covering the value of permanent stocks
of cattle feed to economic organizations and institutions engaged in
cattle breeding (Official Gazette, No. 26/63 ) ;
( 15 ) Decision on the rate at which interest on credits for wheat inventories
over minimum inventories are to be paid (Official Gazette, Nos. 28/63
and 44/63 ) ;
( 16 ) Order on determining economic organizations which may grant con
sumer credits (Official Gazette, No. 1 /62 ) ;
( 1 7 ) Order on conditions for approving credits for housing construction
for the market ( Official Gazette, Nos. 22/63 and 5/64 ) ;
( 1 8 ) Instructions on determining the period of the year for extension of
consumer credits for coal purchases (Official Gazette, No. 9/62) ;
( 19 ) Decision on credits to business banks by specialized banks (Official
Gazette, No. 2 1 /63 ) ;
(20) Decision on interest rates for credits which the National Bank grants
to business banks (Official Gazette, No. 30/63 ) ;
( 2 1 ) Instructions on the methods of disbursement of consumer credits
granted to workers, employees and other special categories of bene
ficiaries for annual vacation expenses (Official Gazette, No. 22/64 ) .
O n the day this Law comes into force, regulations which are not listed in
the first paragraph of this Article shall also cease to be valid if they are
contrary to the provisions of this Law.
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Until corresponding regulations are passed, the following
regulations shall remain in force :
( 1 ) Decree on consumer credits to workers, officials and other special
categories of beneficiaries (Official Gazette, Nos. 3 6/55, 1 8/57 and
2 1164 ) ;
( 2 ) Decree on credits and loans to agricultural cooperatives and other
agricultural organizations for cooperation with individual agricultural
producers (Official Gazette, Nos. 2 1 15 9 and 53/6 1 ) ;
( 3 ) Decision on conditions for credits for advancing and enlarging
activities by which an increase in exports is assured ( Official
Gazette, No. 26/63 ) ;
(4 ) Decision on the manner and conditions for depositing dinar counter
values for foreign loans and credits (Official Gazette, Nos. 2 1 1 6 1
and 27/6 1 ) ;
( 5 ) Decision on lower rates of interest on credits for temporary working
assets and for consumer credits ( Official Gazette, Nos. 5 3 / 6 1 , 3 1/62
and 42/62 ) ;
( 6 ) Decision on compensation to banks for interest on certain credits
(Official Gazette, Nos. 40/ 6 1 and 1 6/62 ) ;
( 7 ) Decision on granting credits to certain households in order to
increase capacity and improve conditions for accommodations and
food for tourists ( Official Gazette, Nos. 12/63 and 7/65 ) ;
( 8 ) Decision on operations that the Yugoslav Bank for Foreign Trade
performs in payments with foreign countries (Official Gazette,
No. 30/6 1 ) ;
( 9 ) Order for implementing the Decree on credits and loans to agricul
tural cooperatives and other agricultural organizations for coopera
tion with individual agricultural producers (Official Gazette, Nos.
28/59 and 1/62 ) ;
( 1 0 ) Order on conditions for approving credits for preparing and stocking
certain publications (Official Gazette, Nos. 28/63 and 12/64 ) ;
( 1 1 ) Order on approving credits for the production and sale of films
(Official Gazette, No. 28/63 ) ;
( 12 ) Order on the manner o f establishing the net foreign exchange effect
achieved by utilization of credits obtained for increasing exports
(Official Gazette, Nos. 29/63 and 32/64 ) ;
( 1 3 ) Order on payments of interest on utilized amounts of approved
advance payments (Official Gazette, Nos. 5/62 and 1 3 / 64 ) ;
( 14) Order on approving credits to publishing houses for selling books on
credit to libraries (Official Gazette, No. 22/64 ) ;
( 1 5 ) Instruction o n social assets which may b e lodged a s time deposits
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at a bank and used for investments in bonds and deposit certificates
( Official Gazette, Nos. 1 7/63, 42/63, 23/64 and 4 1 /64 ) ;
( 1 6 ) Instruction o n consumer credits to workers, officials and other
special categories of beneficiaries ( Official Gazette, No. 10/65 ) ;
( 17 ) Decision on the level of interest rates on savings deposits which the
Postal Savings Bank holds with the National Bank (Official Gazette,
No. 27/6 1 ) ;
( 1 8 ) Decision on interest rates on credits for exports of equipment and
ships and execution of investment work abroad (Official Gazette,
No. 2 1 1 64 ) ;
( 1 9 ) Decision on the interest rate on credits for manufacturing and export
ing hand-made carpets (Official Gazette, No. 42/64 ) .
Art. 190. This Law shall enter into force o n the eighth day after the date
of its publication in the Official Gazette of Yugoslavia.6

6 The Law entered into force on April 1 , 1965.

The Monetary Unit : A Note
The basic monetary unit of Yugoslavia is the dinar.
On the legal and factual status of the dinar as the unit of account
and the money of payment in the period 1 87 3 through 1 952, see
Rene Sedillot, Toutes les monnaies du monde: Dictionnaire des
changes (Paris, 1 955 ) , pp. 1 28-1 30.
In 1 965 a new dinar equivalent to 1 00 existing dinars was
issued and put into circulation : see the Currency Law, 1 965,
below.
Par Value. With effect from May 24, 1 949, Yugoslavia agreed
with the International Monetary Fund on an initial par value for
the dinar of 0.01 77734 gram of fine gold per dinar or 50 dinars
per U.S. dollar. Subsequently, with the concurrence of the Fund,
the par value was changed to 0.00296224 gram of fine gold per
dinar or 300 dinars per U.S. dollar with effect from January 1 ,
1 95 2, to 0.0007 10937 gram of fine gold per dinar or 1 ,250 dinars
per U.S. dollar with effect from July 26, 1 965, and to 0.071 0937
gram of fine gold per dinar or 1 2.50 dinars per U.S. dollar with
effect from January 1 , 1 966.
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The Law on the Parity of the Dinar, 1965 1

1.

Art.
The parity of the dinar shall be fixed on the basis of 0.7 109368
milligrams of fine gold per dinar or 1 ,406,594.79 dinars per kilogram of
fine gold.2
All calculations and payments with foreign countries, whether on a
commodity or a noncommodity basis, shall be carried out on the basis of
the parity referred to in the first paragraph of this Article and the exchange
rates fixed in accordance with that parity.

2.

Art.
The rates of exchange for foreign currencies shall be fixed by
the National Bank of Yugoslavia on the basis of the dinar parity referred to
in Article 1 of this Law.

3.

Art.
Exchange losses and profits resulting from the change of the
parity of the dinar under this Law shall be calculated according to special
regulations to be issued by the Federal Executive Council.
Those who are liable for payment of exchange losses may be granted
interest-free credits to pay these losses.
The beneficiaries of exchange profits may have the credits that have been
granted to them for working capital reduced by the amount of the calculated
exchange profits.
More detailed conditions for granting the credits referred to in the second
paragraph of this Article, and of the method of reduction of credits referred
to in the third paragraph of this Article, shall be prescribed by the Federal
Executive Council.
The interest differential resulting from the granting of interest-free
credits in accordance with the second paragraph of this Article shall be paid
to the granters of the credits out of Federal revenues derived from interest
earned by the National Bank of Yugoslavia.

4.

Art.
On the date this Law enters into force , the following shall cease
to be valid: the Decision on Fixing the Parity of the Dinar ( Official
Gazette of Yugoslavia, No. 58/5 1 ) ; the Decision on Fixing the Settlement
Rate for Payments and Collections in Transactions with Foreign Countries
(Official Gazette of Yugoslavia, No. 2/6 1 ) ; and the provisions of other
regulations which conflict with this Law.
Art.

5.

This Law shall enter into force on July 26, 1 965.

1 Zakon o paritetu dinara ( Law on the Parity of the Dinar) . The Law
was adopted by the Federal Chamber on July 24, 1965 and was proclaimed
on the same date. It entered into force on July 26, 1 965.
In the version given here, the phrase which, literally translated, would
read "positive and negative exchange differentials" has been rendered as
"exchange losses and profits."
2 The par value of the dinar as recorded by the International Monetary
Fund (with effect from January 1 , 1 966 ) is 0.07 1 0937 gram of fine gold
per dinar rather than 0.07 1 09368 gram, because it is the practice of the
Fund to express all par values in a uniform manner with six significant
figures other than initial zeros, and to round the last figure where necessary.
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The Currency Law, 1965 1

I. The National Bank of Yugoslavia shall issue new kinds of bank
notes and coins in the denominations determined by this Law.
Existin g bank notes and coins which are in circulation on the date this
Law enters into force shall continue to be legal tender in addition to the
new kinds of bank notes and coins.

Art. 2.

In relation to existing bank notes and coins, a new dinar shall be
worth 100 existing dinars.
The new dinar shall be divided into 100 paras.

Art. 3.

The new kinds of bank notes and coins shall be issued by the
National Bank of Yugoslavia in the following denominations:
Notes-in denominations of 1 00, 50, 10 and 5 dinars;
Coins-in denominations of 1 dinar and 50, 20, 10 and 5 paras.
The notes of 50, 10 and 5 dinars and the coins of 1 dinar and of 5 paras
shall be issued by the National Bank and put into circulation not later than
December 3 1 , 1965.

Art. 4.

From the date of circulation of the new bank notes and coins,
the prices of all goods in retail trade and of services shall be indicated in
both new and old dinars.

Art. 5.

Postal and revenue stamps and other revenue and tax instru
ments, checks, payment orders and other instruments of internal payment
which are in current use on December 3 1 , 1 965 shall continue to be valid,
but their value shall be one hundredth of the amount indicated on them.

Art. 6.

In respect of amounts stated in regulations and on bonds and
other securities, bills of exchange, contracts and other documents and obliga
tions issued up to December 3 1, 1 965, it shall be understood that 100 old
dinars are equivalent to 1 new dinar.

Art. 7.

Monetary amounts on securities and documents referred to in
Articles 5 and 6 of this Law that are issued from January 1 , 1966 onward
shall be expressed in new dinars.

Art. 8.

Banks, working and other organizations, social-political commu
nities, and their organs, shall convert the amounts of monetary funds which
they administer into new dinars as of December 3 1, 1 965.
1 Zakon o izdavanju novih novcanica i kovanog novca (Law on the Issue
of New Bank Notes and Coins ) . The Law was adopted by the Federal
Assembly on July 24, 1 965 and proclaimed on the same date. It entered
into force on August 1, 1965.
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From January 1 , 1966, all monetary receipts and expenditures shall be
effected in new dinars.

9.

Art.
If, in the conversion of old dinars into new dinars, amounts of
less than 5 paras result, they shall be rounded off in such a manner that the
amount of 2 paras shall be ignored and amounts exceeding 2 paras shall be
rounded off to 5 paras.
Art. 10. The Federal Executive Council shall, if and when necessary,
introduce more detailed regulations on the application of Articles 4 to 9 of
this Law.
Art. 1 1 . This Law enters into force on the eighth day following the date
of its publication in the Official Gazette of Yugoslavia.

Bretton Woods Agreements : A Note
On December 26, 1 945, Yugoslavia deposited with the U.S.
Department of State in Washington an instrument of acceptance,
dated December 1 6 , 1 945, stating that the Presidium of the Con
stituent Assembly of the Federal People's Republic of Yugoslavia
had accepted the Articles of Agreement of the International Mone
tary Fund and of the International Bank for Reconstruction and
Development and had approved, ratified, and confirmed them. 1
Having signed the original copy of the Articles of Agreement of the
International Monetary Fund on December 27, 1 945, Yugoslavia
became a member of the Fund as from that date.
Yugoslavia consented on September 1 1 , 1959 to an increase of
its initial quota in the Fund from US$60 million to US$90 million,
pursuant to Resolution of the Board of Governors of the Fund
No. 1 4- 1 . Subsequently, the quota was increased to US$ 1 20 mil
lion with effect from December 2 1 , 1 960, and to US$ 1 50 million
with effect from March 23, 1 966, pursuant to Resolutions of the
Board of Governors of the Fund Nos. 1 5-1 1 and 20-6, respec
tively.
1 The Presidium of the National Assembly of Yugoslavia reaffirmed the
approval of the Bretton Woods Agreements on May 1 8 , 1949.
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Brussels
(Art. 2 )

Copenhagen
( Sec. 2 )
Helsinki
(Art. 5 )
Paris
(Art. 1 )

National
Bank of
Belgium
(Art. 1 )

National
Bank of
Denmark

Bank of
Finland
(Art. 1 )

Bank of
France
(Art. 1 )

Belgium

Denmark

Finland

France

Arts. 76-78

Art. 5

Art. 2

Art. 6

Art. 5

Art. 2

Authority to Establish
Authority to Establish
Branches, Agencies, or
Branches or Agencies
Offices or Designate Corre- or Designate Correspondents Abroad
spondents at Home
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Vienna
(Art. 6)

Austrian
National
Bank
(Arts. 1-2)

Name

Austria

Country

Legal Place
of Head
Office

159 provincial branches
(succursales) ; 3 Parisian
branch offices (bureaux
de quartier) ; 83 suboffices ( bureaux
auxiliaires) ; 14 Seine
branches ( bureaux de la
Seine)

Branches: 12

Branches: 4
(Aalborg, Aarhus,
Kolding, Odense)

Branches: 3
(Antwerp, Liege,
Luxembourg)
Agencies: 40

Branch Offices: 8
( Bregenz, Eisenstadt,
Graz, Innsbruck,
Klagenfurt, Linz,
Salzburg, Villach)

Branches, Agencies, or
Offices Other than
Head Office •

NAME OF CENTRAL BANK, SEAT OF HEAD OFFICE, BRANCHES AND AGENCIES 1

APPENDIX I

00
0\
N

Central
Bank of
Iceland
(Art. 1 )

Central
Bank of
Ireland
(Sec. 5 ( 1 ) )

Bank of
Italy
( Art. 1 )

Netherlands
Bank
(Art. 1( 1 ) )

Iceland

Ireland

Italy

Netherlands
Amsterdam
(Art. 3 ( 1 ) )

Rome
(Art. 2)

Dublin 3

Reykjavik
(Art. 2)

Athens
(Art. 6)

Frankfurt
am Main
(Art. 2)

Legal Place
of Head
Office

Branch Office: 1
(Rotterdam)
Branches: 1 5

Agent: 1
(Bank of England,
London)

Branches: 27

Art. 3 (2 ) - (4)

(I)

Offices: 14
Branches: 79

Art. 6; Art. 27
and ( o )

Main Offices: 1 1
(the Central Bank of
each Land)
Main Branches: 61
Branches: 185

Branches, Agencies, or
Offices Other than
Head Office •

Art. 2

Art. 6

Art. 8 ( 1 ) ;
Art. 10

Authority to Establish
Authority to Establish
Branches or Agencies
Branches, Agencies, or
Offices or Designate Corre- or Designate Correspondents Abroad
spondents at Home
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Bank of
Greece
(Art. 1 )

Deutsche
Bundesbank
(Art. 1 )

Name

Greece

Germany

Country

I

NAME OF CENTRAL BANK, SEAT OF HEAD OFFICE, BRANCHES AND AGENCIES 1

APPENDIX I (continued)

Madrid •

Stockholm
(Art. 12)
Bern and
Zurich
(Art. 3 ) 4

Belgrade
(Art. 8 )

Bank of
Spain
(Art. 1 )

Sveriges
Riksbank
(Art. 1 )

Swiss National
Bank
(Art. 1 )

National Bank
of Yugoslavia
(Art. I )

Spain

Sweden

Switzerland

Yugoslavia

12

2

-·

I

2

By-Laws, Art. 67

Art. 4

Art.

Central Offices: 6
(Belgrade, Ljubljana,
Sarajevo, Skopje,
Titograd, Zagreb)

Branch Offices: 8
(Aarau, Basle, Geneva,
Lausanne, Lucerne,
Lugano, Neuchatel,
St. Gallen)

Branches: 23

Branches: 70

Agencies: 33

Branches: 20

Branches, Agencies, or
Offices Other than
Head Office •

entitled "International Banks and Kindred Firms" and "Geographical
Index."
3 There does not appear to be any statutory requirement concerning
the place of the head office.
3 provides that the National Bank shall have its legal and
• Art.
administrative seat in Bern, that the seat of the Directorate shall be in
ZUrich, and that two of the Departments of the Directorate shall be in
ZUrich and one in Bern.

Art. 55

Art.

Art.

Authority to Establish
Authority to Establish
Branches, Agencies, or
Branches or Agencies
Offices or Designate Corre- or Designate Correspondents at Home
spondents Abroad
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1 Unless otherwise indicated, the references t o articles o r sections in
this table refer to the central bank law of the country concerned, as
published in this volume.
• The location
within the country is given only if the number of
branches, agencies, or offices does not exceed eight. Correspondents
abroad are not given here; for a listing of these, the reader is referred to
The Bankers' Almanac and Year Book, 1965-66 (London, 1966 ) , sections

Lisbon
(Art. 2 )

Bank of
Portugal
(Art. 1 )

Portugal

Oslo 3

Norges Bank
(Art. 1 )

Name

Norway

Country

Legal Place
of Head
Office

NAME OF CENTRAL BANK, SEAT OF HEAD OFFICE, BRANCHES AND AGENCIES 1
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150 million schillings,
divided into 150,000
shares of 1 ,000 schillings each
(Art. 8 ( 1 ) )
400 million francs, divided into 400,000
shares o f 1,000 francs
each
(Art. 5, par. 1 )
50 million kroner
(Sec. 2 )
300 million markkas
(Art. 4)
250 million francs
290 million deutsche
mark
(Art. 2 )
I68 million drachmas
(Art. 8, par. I )
IOO million kronur
(Art. I )

Authorized capital

(Grundfond)
for footnotes 4, and

IO
(Art. 8, par. 4 )
IOO
( Arts. I-2 )

100 5
100 6
(Art. 2 )

4

3

50
(Art. 5, par. 2 )

50
(Art. 9 (2 ) )

I

2

90
(Art. 8, par. 4 )

4

3

50

50
(Art. 9 ( 1 ) and ( 3 ) )

Percentage of privately
held capital

Ownership
Percentage of
government ownership

©International Monetary Fund. Not for Redistribution

See

I

1

usages of the country concerned have to be taken into account
( for example, Finland and Sweden-see footnotes 4 and 14,
below) .
2 See Art. 6 of the By-Laws of the National Bank, 1939.
3 By virtue of Sec. I of the National Bank of Denmark Act,
1936, the status of the Bank was changed from that of an
independent to an official government corporation. Although
no private person any longer has any share in the General
Capital Fund
of the Bank, the Bank is not
deemed to be a government-owned institution.
p. 866
5,
6.

I 00 million kronur

I 68 million drachmas

250 million francs
290 million deutsche
mark

300 million markkas

50 million kroner

400 million francs

150 million schillings

Paid-up capital

The references to articles or sections in the table proper
refer to the central bank law of the country concerned, as
published in this volume.
Although it is customary to distinguish between govern
ment-owned and privately owned central banks, there are
instances where such a distinction does not apply (for
example, the National Bank of Denmark-see footnote 3,
below ) or where its applicability is by no means obvious (for
example, the Bank of ltaly-see footnote 8, below) . More
over, in determining whether or not a central bank is deemed
to be wholly or in part government owned, the traditions and

1

Iceland

Greece

France
Germany

Finland

Denmark

Belgium

Austria

Country

Capital
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oc
0\
0\

I�

I

(

'

I

I

17

4

---

I

I

I

8

---

17

1G

-- -

---------

1 :l

17

1G

14

Arts. 12-13

(Grundkapital)

" Art. 2 of the Law Concerning the Deutsche Bundesbank,
of the
1957, provides that the original capital
Bundesbank, amounting to 290 million deutsche mark, shall
be the property of the Federation. No private person holds
any share in this capital. The amount of the original capital
I

I

I

I

: -----

14

100
(Art. 1 and Additional
Provision )

10

100 "
1 00
Arts. 1 2-13

8

- - · - · ------ -

----·- ·

1

Ownership
Percentage of
Percentage of privately
government ownership
held capital
100 7
Art. 3
Art. 3

---�----- ------- -----

1"

11

I
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17

--- - - -----�---- �

----��- --- ---· --

50 million kronor
50 million kronor
I _(Art. 3 )
50 million francs, di- 25 million francs
I vided
into 1 00,000 (Art. 5 ( 2 ) ) ' "
shares of 500 francs I
each
(Art. 5 ( 1 ) )

I

I

I

----.. �--- --��--

I

I

I

Paid-up capital
Authorized capital I
40,000 pounds
24,000 pounds
(Sec. 9( 1 ) )
(Sec. 9 1 )- (2) )
300 million lire, repre- 300 million Tire
sented by 300,()00 I
shares (quote) of I
1,000 lire each (Art.
3)8
I
20 million guilders
20 million guilders
(Art. 4)
35 million kroner
35 million kroner
(Art. 2 )
193,560,000 escudos
2oo miliion escudos
divided into shares of
1 ,000 escudos each
_(Art. 7 )
228 million pesetas

Yugoslavia
No private person may own any share in the capital of the
Bank of Finland.
5 By virtue of Art. 1 of the Law of December 2, 1945 con
cerning the nationalization of the Bank of France, the shares
of the Bank were transferred to the State.

Sweden
Switzerland

Spain

Netherlands
Norway
Portugal

Ireland
Italy

Country

Capital

CAPITAL AND OWNERSHIP OF CENTRAL BANKS

APPENDIX II ( continued)

(Staatsblad,

Banks

Gelder),

(eigene

Eight European Central

Eight European Central Banks

14 No private person may own a share in the capital of the
Riksbank. On the capital, the reserve fund, and distribution of
the profits of the Riksbank, see Sven Lindh, "Sveriges Riks
(London and New
bank," in
York, 1963 ) , p. 309, who states : "The capital of the Riksbank
amounts to 50 million kronor; in addition, there is a general
reserve fund of 20 million kronor. In so far as the reserve
fund falls below this amount, 10 per cent of the annual profits
of the Bank has to be paid into the fund. Subject to this
restriction, the Riksbank's profits are at the disposal of the
Riksdag. Generally, part of the profits are appropriated to an
exchange adjustment account; the remainder goes into the
state budget."
15 It is noteworthy that the item "Own Funds"
which amounted, for example, to 58 million francs
in the Swiss National Bank's statement for July 1 5, 1 966,
comprised the paid-up share capital and the legal reserves.
1 6 "The Confederation does not own any part of the Bank's
capital. The majority of the shares have been held since the
Bank's formation by the cantons and by cantonal banks. At
the end of 1962 cantons, cantonal banks and other public-law
corporations and institutions together held 58 per cent, and
6,053 private shareholders 42 per cent, of the Bank's capital ;
4,8 1 1 private shareholders had from one to five shares each.
A private shareholder may not, however, cast more than one
hundred votes at the General Meeting in respect of his own
shares and those which he is representing." -W. Kull,
"Schweizerische Nationalbank," in
( London and New York, 1963 ) , p. 269.
1 7 Under Art. 9 of the National Bank of Yugoslavia Law,
1 965, the obligations of the National Bank shall be guaranteed
by the Federation. There is no provision in the Law specify
ing, or referring to, the capital of the Bank. No private person
may own any share in the "funds" of the Bank.

©International Monetary Fund. Not for Redistribution

(Staatsblad,

resulted from the merger of the constituent units of the ante
cedent central banking system as established in 1 948. The
Bundesbank is, under Art. 2 of the 1957 Law, an autonomous
Federal institution and considered to be owned by the Federal
Government.
7 As the Government is the only subscriber to the capital
of the Central Bank of Ireland, the Bank is considered to be
wholly government owned.
B See also Arts. 20 and 2 1 of the Banking Law, 1 936. The
question of whether and to what extent the institutions hold
ing the shares of the Bank of Italy are owned by the Govern
ment has to be examined in each individual instance; it may be
noted, however, that in effect the Government, or its agencies
and instrumentalities, holds a significant share in these
institutions.
9 By virtue of Art. 2 of the Act of April 23, 1 948 concern
ing the nationalization of the shares of the Netherlands Bank
1948, No. I 165 ) , the shares in the social capital
of the Netherlands Bank were nationalized, and under the
Royal Decrees of July 1 2 , 1948
1 948 , Nos. I
290 and 29 1 ) it became the sole property of the State as of
August 1 , 1 948.
1 o By virtue of an Act of July 8 , 1 949 (No. 1 5 ) , all shares
of the Norges Bank belonging to persons other than the State
were taken over by the State as of December 3 1 , 1 949.
1 1 This amount is recorded in the Bank of Portugal's
weekly statement dated July 6, 1 966.
1 2 The Bank of Spain Law, 1 962, does not specify the
amount of authorized or paid-up capital. However, Art. 1
of that Law, as well as Base 2 of Art. 1 and the first of the
Final Provisions of the Credit and Banking Law, 1 962, set
forth the conditions for establishing the Bank's capital. In
addition, the statement of the Bank of Spain dated July 9,
1966 lists as capital an amount of 228 million pesetas.
1 3 See also Base 2 of Art. 1 of the Credit and Banking Law,
1 962.

APPENDIX 11 (concluded)
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APPENDIX Ill
PRINCIPAL ORGANS OF CENTRAL BANKS
Principal Organs of the Austrian National Bank

1. Board of Directors (Art.

1

A. COLLECTIVE ORGANS AND REPRESENTATIVE OF MINISTRY OF FINANCE
20)

22).
22(1)).2

11

Number of members

14 (Art.

Composition

President,
(Art.

Term of office

President appointed by President of Republic for
5 years; Vice-Presidents and 5 directors appointed
by Federal Government for 5 years; all may be
reappointed (Arts.
1 ), 1 ) , 25 1 ) ) . 6 direc
tors elected by General Assembly of Shareholders
( Arts.
and

Vice-Presidents,

other members

23 ( 24 ( (
22(2) 25 (3)-(4 )).
23 ( 3 ) )
2. Executive Committee (Art.
31 ) )
2
31 ( )
22).
3. State Commissioner (Arts.
Presiding officer

President of Bank ( Art.

.

31 )

(1

Number of members

5 ( Art.

Composition

Vice-Presidents, General Manager,
President,
Deputy General Manager (Art.
1)

Presiding officer

President of Bank ( By-Laws, Art.

.

.

45-46)
The State Commissioner, representing the Ministry of Finance, attends
the meetings of the Board of Directors in an advisory capacity. He has
the right to raise objections to decisions of the Board (Art. 45 ( 4 ) ) ; see
also Art. 8 of the Rules and Regulations for the Board of Directors.2

4.

Board of Managers (Arts.

32-36)

33 (1)).

Number of members

4 to 6 (Art.

Composition

General Manager, Deputy General Manager, at
but not more than 4 Managers (Art.
least

Presiding officer

President or one of Vice-Presidents of Bank
( Rules and Regulations for Board of Managers,
Art. 5 ) .

33(1)).2

1 Unless otherwise indicated, the articles cited here refer to the National
Bank Law, 1 955, as published in this volume.
2 The State Commissioner is, strictly speaking, not a member of the Board
of Directors; see on this point, for example, Art. of the Rules and Regula
tions for the Board of Directors, which reads in part as follows: "All
members of the Board of Directors, as well as the State Commissioner, shall
be invited to meetings of the Board. .

2

.

."

869
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General Assembly of Shareholders (Arts.

10-1 9 )

President of Bank (Art. 1 5 ( 1 ) ) .

Presiding officer

B. CIDEF EXECUTIVE OFFICER
President of the Bank (Art. 23 ) ; see also Arts. 16-18 of Rules and Regula
tions for the Board of Directors.
C. PRINCIPAL ADMINISTRATIVE OFFICER
General Manager of the Bank (Art. 34 ( 1 ) ) ; see also Arts. 10-12 of Rules
and Regulations for the Board of Managers.

Principal Organs of the National Bank of Belgium 3

Board of Directors (Art.

A. COLLECTIVE ORGANS AND GOVERNMENT COMMISSIONER

1.

2.

3.

4.

22 )

Number of members

4 to 7 (Art. 23 ) .

Composition

Governor and at least 3 but not more than 6
directors (Art. 23 ) .

Term o f office

Governor-S years, appointed by King; directors
-6 years, appointed by King on proposal of
Council of Regency; all may be reappointed
(Art. 24 ) .

Presiding officer

Governor (Art. 23 ) .

Council of Regency (Art.

22 )

Number of members

14 to 17 (Art. 23 ) .

Composition

Governor, directors, and 10 regents (Art. 23 ) .

Term of office

3 years, elected by General Meeting of Share
holders (Art. 24; By-Laws, Art. 5 3 ) .

Presiding officer

Governor (By-Laws, Art. 6 1 ) .

Board of Censors (Art.

22)

Number of members

8 to 1 0 (Art. 23 ) .

Term of office

3 years, elected by General Meeting of Shareholders (Art. 24) .

Presiding officer

President, chosen by Board from among its
members (Art. 54 ) .

General Council (Art.
Number of members

22)
22 to 27 (Art. 23 ) .

a Unless otherwise indicated, the articles cited here refer to the Organic
Law of the National Bank, 1 939, as published in this volume.
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5.

6.

Composition

Governor, directors, regents, and censors (Art.
69 ) .

Presiding officer

Governor (By-Laws, Art. 6 1 ) .

Presiding officer

Governor ( By-Laws, Art. 6 1 ) .

General Meeting of Shareholders (By-Laws, Art.
Government Commissioner (Art. 29; By-Laws, Arts.

79 )

75-78 )

Appointed by King. Entrusted with exercise of authority of Minister of
Finance to control Bank's operations. May oppose execution of any
measure contrary to law, By-Laws, or interests of State. May attend
meetings of Board of Directors and other collective organs of Bank in
advisory capacity.
B. CHIEF EXECUTIVE OFFICER
Governor (Art. 22; By-Laws, Arts. 6 1-62 ) .

Principal Organs o f the National Bank o f Denmark 4

Board of Directors (Sec.

A. COLLECTIVE ORGANS AND ROYAL BANK-COMMISSIONER

I.

2.

Number o f members

25 (Sec. 4 ) .

Composition

8 with seats in Folketing; 2 appointed by Minister
of Trade, Industry and Shipping; 1 5 elected by
Board of Directors (Sec. 4; By-Laws, Sec. 1 ) .

Term of office

5 years (Sec. 4; By-Laws, Sec. 1 ) .

Presiding officer

Royal Bank-Commissioner (Sec. 7 ) .''

Committee of Directors (Sec.
Number of members
Composition

Presiding officer

3.

3)

7 (Sec. 5 ) .

Those 2 directors appointed by Ministry of Trade,
Industry and Shipping, and 5 elected for 1 year
by Board of Directors from among its members
(Sec. 5; By-Laws, Sec. 5 ) .
Chairman and deputy chairman elected for 1
year by the Committee from among its members
(Sec. 5; By-Laws, Sec. 5 ) .

Board of Governors (Sec.
Number of members

3)

3)

3 (Sec. 6 ) .

4 Unless otherwise indicated, the sections cited here refer t o the National
Bank of Denmark Act, 1936, as published in this volume.
3 See, however, Sec. 4, which provides that the Board of Directors shall
elect for 1 year at a time a chairman and a deputy chairman.
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1

2

Composition

appointed by Board of
appointed by King;
Directors on recommendation of Committee of
Directors (Sec.

Presiding officer

Governor appointed by King (Sec.

6).

Royal Bank-Commissioner (Sec.

6).

7)

The Minister of Trade, Industry and Shipping is designated b y Sec.
the Royal Bank-Commissioner.

7

as

B. CHIEF EXECUTIVE OFFICER
Neither the Act nor the By-Laws expressly provide for a chief executive
officer. It appears that the Board of Governors is generally referred to in
By-Laws, Secs.
however, the
"corporate capacity" (see Act, Sec.
Governor by royal appointment is the Chairman of the Board and has a
deciding vote in case of a tie (By-Laws, Sec.

6;

8-1 3 );

10).

Principal Organs o f the Bank o f Finland

6

A. CoLLECTIVE ORGANS

1. Bank Supervisors (Arts.
9
3

15, 1 7 ) 1

Number of members

(Rules for Diet, Art.

83).

Composition

who shall be the ordinary Bank Supervisors and
deal with all matters not reserved for the full
others; all
meeting of Bank Supervisors, plus
selected by Diet ( Rules for Diet, Art.

Term of office

Not specified.

Presiding officer

Not specified.

2. Board of Management (Art.

6 8 3 ).

16)

5

(Art.

16).

Number o f members

Not more than

Composition

Chairman and not more than 4 members,
appointed by President of Republic (Arts.

Term of office

Not specifie d.8

Presiding officer

Chairman (Arts.

16,

23 ).

16, 23).

1925,

6 Unless otherwise indicated, the articles cited here refer to the individual
articles of the Regulations for the Bank of Finland,
as published in
this volume.
1 See also Constitution Act,
Art.
and Rules for the Diet,
Arts.
and
Under Art.
of Rules for the Diet,
of the
8 See Art.
Regulations, the Bank Supervisors are empowered "to decide questions relat
ing to suspension from duty and questions of discipline affecting members of
the Board of Management."

50 83.83

1919, 73,
1928.

17( 2 1)
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B. PRINCIPAL ADMINISTRATIVE OFFICER
Chairman of Board of Management.

Principal Organs of the Bank of France

1.

General Council

9

A. COLLECTIVE ORGANS 1 0

Number of members

1 5 voting members plus 2 Auditors (Art. 44) .

Composition

Governor, 2 Deputy Governors, 12 Councillors,
2 Auditors (Art. 44) . 11

9 Unless otherwise indicated, the articles cited here refer to the Codified
Statutes of the Bank of France, as published in this volume.
1 o There is no collective organ in the Bank of France which corresponds
to the Board of Directors, or substantially identical organs, of other central
banks. An authoritative description of the structure and administration of
the Bank of France summarizes the situation as follows : ''The Governor . . .
holds very wide powers as regards the management of the B ank. The three
Governors [that is, the Governor and the two Deputy Governors] do not con
stitute a board, nor is there a Board of Directors standing between the
General Council and the Bank's administrative organs."-Jean Bolgert,
"Banque de France," in
(London and New
York, 1 963 ) , p. 12 8 .
In practice, however, the National Credit Council combines several
functions which in other central bank regimes are entrusted to the Board
of Directors and to organs charged with inspection and supervision of banks.
The National Credit Council was established by virtue of Art. 12 of the
Law of December 2, 1 945 Regarding the Nationalization of the Bank of
France and the Large Banks and Regarding the Organization of Credit. It
has no legal personality of its own, nor has it any staff; it acts through the
Bank of France, which furnishes it with a secretariat. The Minister of
Finance is designated president of the Council, but he may delegate his
powers to the Governor of the Bank of France (who is ex officio vice
president of the Council) .
In addition to the president and vice-president, the National Credit
Council has 42 members, selected as follows : 1 1 appointed by the Minister
of Finance with a view to conferring functional representation on specified
groups; 8 proposed by the leading trade unions ( 4 being appointed by the
Minister of Finance and 4 by the Minister of Labor) ; 8 representing
government departments; 8 appointed by the Minister of Finance in
consideration of their special competence in finance and banking; and 7
who bold or have held executive positions in public or semipublic credit
institutions. The Head of the Treasury Department attends all meetings of
the Council and of its committees. For a more detailed enumeration of the
criteria by which members of the Council are selected, see Art. 12 of the
1 945 Law.
Art. 12 of the 1 945 Law also provides that the Council shall set up five
committees: the Deposit Committee, the Short-Term Credit Committee,
the Medium- and Long-Term Credit Committee, the Foreign Trade Com
mittee, and the Banks and Financial Institutions Committee.
For a further description of the structure and functions of the National
pp. 1 69- 1 7 1 .
Credit Council, see Jean Bolgert,
11 For the method o f selecting the Councillors and Auditors, see Arts. 45
and 46.

Eight European Central Banks

op. cit.,
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Term of office

Councillors other than ex officio members-4
years; eligible for re-election or reappointment
(Art. 5 1 ) . 1 2

Presiding officer

Governor (Art. 29 ) .

Discount Board and Special Committees (Arts.

65-75 ) 1 3

B . CmEF EXECUTIVE OFFICER
Governor (Arts. 1 6 and 29 ) .

Principal Organs of the Deutsche Bundeshank 14
A. COLLECTIVE ORGANS

1.

Central Bank Council (Art.
Number of members

Up to 2 1 (Art. 6 (2 ) ) . 16

Composition

President and Vice-President of Bank, the other
members of the Directorate, and the Presidents
of the 1 1 Land Central Banks (Art. 6(2) ) . 1 1

Term of office

President, Vice-President, and the other members
of the Directorate-S years (or in exceptional
cases a shorter period, but not less than 2 years ) ,
appointed b y President o f Republic (Art. 7 (3 ) ) .
Term of office of Presidents of Land Central
Banks not specified (Art. 7 ( 3 ) ) .
President of Bank (Art. 6 ( 3 ) ) .

Presiding officer

2.

5 ) 15

Directorate (Art.

5 ) 18

Number of members

Up to 10 (Art. 7 ( 2 ) ) .

Composition

President and Vice-President of Bank and not
more than 8 other members (Art. 7 (2) ) .

op. cit.,

1 2 For the term of office of Auditors, see Art. 52.
1 3 See also Jean Bolgert,
pp. 1 30- 1 3 1 .
1 4 Unless otherwise indicated, the articles cited here refer to the individual
articles of the Law Concerning the Deutsche Bundesbank, 1 957, as published
in this volume.
1 0 See also By-Laws, Arts. 1 -8.
16 The number of members of the Central Bank Council varies with the
number of members of the Directorate (see below) .
1 7 Members of the Federal Government are entitled under Art. 1 3 (2)
to take part in the deliberations of the Central Bank Council. They
have no vote, but may make motions. At their request the taking of a
decision may be deferred, but not for more than two weeks. It is noteworthy,
however, that Art. 1 2 provides : "In the exercise of the powers conferred on
it under this Law, it [the Bank] shall not be subject to instructions from the
Federal Government."
1s See also By-Laws, Arts. 9- 1 1 .
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3.

Term of office

8 years (or in exceptional cases a shorter period,
but not less than 2 years) , appointed by President
of Republic (Art. 7 ( 3 ) ) .

Presiding officer

President o f Bank (Art. 7 ( 5 ) ) .

Boards of Management of Land Central Banks (Art.
Number of members
Composition

5 ) 19

President and Vice-President plus 1 or 2 addi
tional members as authorized by By-Laws (Art.
8 ( 3 ) ) . 20

At least 2 (Art. 8 ( 3 ) ) .

B. CHIEF EXECUTIVE OFFICER
The President of the Bank is in practice its chief executive officer; in
addition to the provisions relating to the status of the President in the
Central Bank Council (Art. 6 ( 3 ) ) and in the Directorate (Art. 7 ( 5 ) ) , there
are several provisions governing his authority to act as representative of
the Bank and in matters concerning the administration of the Bank. z1

Principal Organs of the Bank of Greece

Board of Directors (Art.

22

A. COLLECTIVE ORGANS

1.

20)

Number of members

12 (Art. 2 1 ) .

Composition

Governor, 2 Deputy Governors, 9
(Art. 2 1 ) .

Term of office

Governor and Deputy Governors-4 years,
appointed by Council of Ministers on proposal of
Board of Directors; eligible for reappointment
(Art. 29) . Directors-3 years, elected by Gen
eral Meeting of Shareholders; eligible for re
election (Art. 2 1 ) .

directors

1 9 See also By-Laws, Arts. 1 2- 1 5 .

2o

Besides the President and the Vice-President, 1 further member o f the
Board of Management may be appointed for the Land Central Banks in
Baden-Wi.irttemberg, Bayern, and Nordrhein-Westfalen ( By-Laws, Art.
12( 1 ) ).
The Law provides in Art. 9 ( 1 ) that at each Land Central Bank there shall
be an Advisory Board that shall consult ( 1 ) with the President of the
Land Central Bank on questions of monetary and credit policies and ( 2 )
with the Board o f Management o f the Land Central Bank on the imple
mentation of its responsibilities; see also By-Laws, Arts. 1 6-20.
2 1 See Arts. 6, 7, 8, 1 3 , 30, 3 1 , 32, 39, 40, and 4 1 ; see, in particular,
Art. 4 1 (4 ) , which reads in part: "The President of the Deutsche Bundesbank
shall be the supreme administrative organ
for per
sons to whom the provisions of paragraphs 1 and 2 [of Article 4 1 ] are
applicable."
2 2 The articles cited here refer to the Statutes of the Bank of Greece, as
published in this volume.

[oberste Dienstbehorde]
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Board of Management (Art.

Governor (Art. 30) .

Presiding officer

2.

3.

36)

Number of members

Not specified.

Composition

Governor, Deputy Governors, Managers (Art.
36).

Term o f office

Not specified; contingent on term of office of
Governor, Deputy Governors, and Managers.

Presiding officer

Governor.

General Meeting of Shareholders (Art.

11)

Supreme authority of the B ank.
B. CIDEF EXECUTNE OFFICER
Governor ( Arts. 30-32) .

Principal Organs of the Central Bank of Iceland 2 3

Board of Governors (Art.

A. COLLECTIVE ORGANS AND MINISTER IN CHARGE OF BANKING AFFAIRS
1.

2.

3.

25)

Number of members

3 ( Art. 2 5 ) .

Composition

3 Governors appointed by Minister concerned on
recommendation of Board of Directors (Art. 25 ) .

Term of office

Not specified.

Presiding officer

Chairman elected by Board of Governors for not
less than 1 year (Art. 25 ) .

Board of Directors (Art.

28)

Number of members

5 (Art. 28 ) .

Composition

5 persons elected by Althing (Art. 28 ) .

Term of office

4 years (Art. 2 8 ) .

Presiding officer

Chairman, appointed for 4 years by Minister
concerned from among the Directors (Art. 28 ) .

Minister in Charge of Banking Affairs (Art.

24)

The supreme authority of the Central Bank is vested in the Minister in
charge of banking affairs and the Board of Directors.
B. CHIEF EXECUTIVE OFFICER
Although the Act does not expressly designate the chief executive officer
of the Bank, in practice the Chairman of the Board of Governors is deemed
to be that officer.
2 3 The articles cited here refer to the Central Bank of Iceland Law, 1 96 1 ,
a s published i n this volume.
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Principal Organs of the Central Bank of Ireland 24
A. COLLECTIVE ORGANS AND MINISTER OF FINANCE

1. Board of Directors (Sec. )

5(3) .

4

5 (3)).

Number of members

At least

Composition

Governor,
banking Directors,25 and not more
than
other Directors, including not more than
) . 26
service Directors (Sec.

Term of office ( other
than of service
Directors)
Presiding officer

2. Executive Committee
1

but not more than 9 (Sec.

3
5
2
5(3)
5
24(3)-(4)).27
years (Sec.

Governor (Sec.

5(3)

) .2 8

3), 1943,

Sec. of Central Bank of Ireland Regulations (No.
provides:
"There shall be an Executive Committee of the Board consisting . . . of
such members of the Board as may from time to time be designated by
minute of the Board."

3. Minister of Finance (Sec.

6 (2 ) )

The Minister of Finance may request the Governor on behalf o f the
Board, or the Board itself, to consult with him or to give advice on the
performance of the Bank's functions specified in Sec. 6 ( 1 ) .2 9
B. CmEF ExECUTIVE OFFICER
Governor (Central Bank of Ireland Regulations (No.

24

1942, 23(2),

2), 1953,

Sec.

1).30

Unless otherwise indicated, the sections cited here refer to the Central
Bank Act,
as published in this volume.
25 Under Sec.
the banking Directors shall be appointed by the
Minister of Finance from a panel prepared by the representatives of the
Associated Banks; see also the Second Schedule to the Act (pp.
above) .
26 The term service Director is defined in Sec. as "a Director who is in
the permanent service of the State."
2 7 For the term of office of the first banking Directors, see Sec. 24( 1 ) ; for
that of the first directors who are neither banking Directors nor service
Directors, see Sec.
2 8 The status o f the Governor o f the Bank a s Chairman o f the Board may
and also from Sec.
which provides that
be inferred from Sec.
the Governor may, in the event of an equality of votes, exercise a second
or casting vote.
2 9 Regarding the authority of the Minister to issue, after consultation with
the Board of Directors, regulations on specified matters, see Secs.
and
3 0 Under Sec.
of the Act, the Governor shall be appointed for a
term of 7 years; regarding the authority to remove the Governor prior to
the expiration of this term, see Sec.
( 2) of the Act.

2

24(2).
5(3),

19(2)

398-400,

32(4),

21

50 51.
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Principal Organs of the Bank of Italy 3 1
A. COLLECTIVE ORGANS
1 . Board of Directors (Art. 1 7 )
Number o f members

14 (Art. 1 7 ) .

Composition

Governor and 1 3 directors (Art. 17; Banking
Law, Art. 2 2 ) .

Term o f office

Governor-term not specified, appointed by
Board of Directors (Art. 1 9 ) ; Directors-3
years, elected by General Meetings of Share
holders at Bank's regional offices, eligible for
re-election ( Art. 17; Banking Law, Art. 22 ) .

Presiding officer

Governor (Art. 1 8 ) .

2 . Committee of the Board of Directors (Art. 18)
4 directors, appointed by Board of Directors at its first meeting each year,
with the Governor as chairman.
3. General Meeting of Shareholders (A rt. 6 )
Supreme governing body o f the Bank.
4. Representative of the Minister of the Treasury
Appointed by Minister of the Treasury; may participate in meetings of
Board of Directors as observer; empowered to suspend implementation
of any Board decision which he considers contrary to the law, the regu
lations, or the statutes (statuti) . 3 2
B. CHI EF EXECUTIVE OFFICER
Governor (Arts. 17, 1 8, 25 ) .
C . PRINCIPAL ADMINISTRATIVE OFFICER
General Manager (Arts. 19, 27 ) .
31 Unless otherwise indicated, the articles cited here refer to the Statute
of the Bank of Italy, 1 936, as published in this volume.
32 See Art. 1 14 of Royal Decree No. 204 of April 28, 1 9 10, in G. A.
Micheli and P. Pagliazzi, Codice della banca, horse e valute, 7th ed.
(Bologna, 1952 ) , pp. 53-54. Under Art. 1 15 of the same Decree, the
Ministry of the Treasury may suspend decisions of the Board of Directors
for five days, even where the Treasury representative has not invoked his
authority to do so. After the expiration of the five-day period, the Ministry
may nullify such decisions.
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Principal Organs of the Netherlands Bank 33

1.

A. COLLECTIVE ORGANS AND ROYAL COMMISSIONER
Governing Board (Art. 22 )
Number of members

5 to 7 (Art. 22) .

Composition

President, Secretary, and at least 3 but not more
than 5 directors (Art. 22( 1 ) ) .

Term of office

President, Secretary, and directors appointed by
the Crown for 7 years; all may be reappointed
(Art. 23 ( 1 ) - ( 3 ) ) .

Presiding officer

President.a4

2. Board of Commissaries (Art. 27)3"
Number of members

1 2 (Art. 2 7 ( 1 ) ) .

Composition

Members appointed by the shareholders (Art.
27 ( 2 ) ) .

Term of office

4 years (Art. 27 ( 3 ) ) .

Presiding officer

President Commissary ( By-Laws, Art. 25 b ( 2 ) )

.

3. Joint Meeting of Governing Board and Board of Commissaries (A rts.
22-25 and 29)
Specified matters, primarily those relating to the internal organization of
the Bank, require decision by a joint meeting of the Governing Board
and the Board of Commissaries; for example, determination of number
of directors under Art. 22 ( 2) .
4. Bank Council (Art. 32 )36
Number of members

1 7 (Art. 3 2 ( 1 ) ) .

Composition

Royal Commissioner, 4 members of Board of
Commissaries, and 12 members appointed by
the Crown (Art. 3 2 ( 1 ) - ( 2 ) ) .

Term of office

4 years, except that the term for Royal Commis
sioner is not specified (Arts. 30( 1 ) , 3 2 ( 4 ) )
_

33 Unless otherwise indicated, the articles cited here refer to the Nether
lands Bank Act 1 948, as published in this volume.
34 This function of the President may be inferred from Art. 22 ( 1 ) ; the
procedure for and the method of conducting the Governing Board shall be
governed by a regulation issued under Art. 2 5 ( 2 ) .
35 Regulations regarding the functions of the Board of Commissaries
shall be made pursuant to Art. 29.
36 Regarding the authority of the Bank Council to draw up rules of pro
cedure, see By-Laws, Art. 34a.
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5. Royal Commissioner (Art. 30)
Supervises activities of Bank on behalf of Government. Entitled to attend
all meetings of shareholders and Board of Commissaries, including joint
meetings of Governing Board and Board of Commissaries. May request
Governing Board to provide him with all information which he con
siders necessary for performance of his duties (Art. 30( I ) - ( 3 ) ) .
B . CHIEF EXECUTIVE OFFICER
The President of the Governing Board (Arts. 22 ( 1 ) and 23 ( 1 ) ) is the
President of the Bank and in this capacity its chief executive officer.

Principal Organs of the Norges Bank 3 7
A. COLLECTIVE ORGANS
1 . Supervisory Council (Art. 20)
Number of members

15 (Art. 20) .

Composition

Members elected by Storting (Art. 2 1 ) .

Term o f office

6 years (Art. 2 1 ) .

Presiding officer

Chairman, elected by Council from among its
members for 1 year (Art. 26) .

2. Board of Directors (Art. 20 )
Number of members

5 (Art. 20 ) .

Composition

Chairman and Vice-Chairman, appointed by
King after hearing Supervisory Council's views;
other Directors elected by Storting (Art. 22 ) .

Term o f office

Directors elected by Storting-6 years; Chair
man and Vice-Chairman-term not fixed by law
(Art. 22 ) .

Presiding officer

Chairman (Art. 22) .

3. Boards of Management of Branch Offices (A rt. 20)
Number of members

3-4 (Art. 20) .

Composition

3 members elected by Storting, plus Managing
Director where one has been appointed (Arts. 20
and 29 ) .

Term of office

Elected members-6 years; Managing Director
term not fixed by law (Art. 23 ) .

Presiding officer

Chairman, elected each year by and from among
the Board members (Art. 29 ) .

3 7 The articles cited here refer to the Norges Bank Act, 1892, as published
in this volume.
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B. CmEF EXECUTIVE OFFICER
The Chairman of the Board of Directors (Art. 22) is the chief executive
officer of the Bank and, in this capacity, has the title "Governor."

Principal Organs of the Bank of Portugal

38

A. COLLECTIVE ORGANS
1 . Board of Directors (Art. 44)
Number of members

1 1 (Art. 46 ) .

Composition

Governor, 2 Deputy Governors for the State,
1 Deputy Governor for the Bank, and 7 other
Directors (Art. 46 ) .

Term of office

Governor and 2 Deputy Governors for the State
-5 years, by appointment; other Directors
( including Deputy Governors for the Bank)-4
years, elected by General Meeting; the terms of
all are renewable (Art. 46; see also Arts. 56 and
57 ) .

Presiding officer

Governor (Art. 46) .

2. Board of A uditors (Art. 47)
Composition

4 members elected by General Meeting for 4
years (Art. 47; see also Arts. 56 and 60) .

3 . General Council (Art. 45)
Number of members

1 5 (Art. 45 ) .

Composition

Board of Directors and Board of Auditors (Art.
45 ) .

Presiding officer

Governor (Art. 45 ) .

4 . G eneral Meeting (Art. 90)
5. Stabilization Committee (Art. 78 )
Number of members

6 (Art. 7 8 ) .

Composition

Governor, 2 Deputy Governors for the State,
Deputy Governor for the Bank, Director respon
sible for discounts and transfers, and Director
responsible for exchange operations, monetary
reserves, and foreign relations (Art. 7 8 ) .
B . CHIEF EXECUTIVE OFFICER

Governor; in addition to provisions concerning status of Governor in Board
of Directors (Art. 46) and General Council (Art. 45 ) , several provisions
38 The articles cited here refer to the Charter of the Bank of Portugal,
193 1 , as published in this volume.
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specify his powers and functions as representative of the Bank and his role
in its administration; see especially Art. 66.

Principal Organs of the Bank of Spain

39

A. COLLECTIVE ORGANS
1 . General Council (Art. 8 )
Number of members

17-18 (Art. 8 ) .40

Composition

Governor, 2 or 3 Deputy Governors, 14 other
members (Arts. 4, 5, 8 ) .

Term of office

Governor-term not specified, appointed by
Council of Ministers (Art. 4 ) ; 41 Deputy Gov
ernors-3 years, appointed by Council of Min
isters on proposal of Minister of Finance, may
be reappointed (Art. 5 ) ; other members-term
not specified, selected pursuant to Art. 8(c)-(h).42

Presiding officer

Governor (Arts. 4, 8 ) .

2. Board of Directors (Art. 7)
(Art. 7 ) .

Number of members

6-7

Composition

Governor, Deputy Governors, 3 members of
General Council designated by Minister of
Finance (Art. 7 ) .

Term of office

2 years."1 "

Presiding officer

Governor (Arts. 4, 7 ) .
B . CHIEF EXECUTIVE OFFICER

Governor of the Bank (Arts. 4, 1 1 ) .
39 The articles cited here refer to the Bank of Spain Law, 1962, as pub
lished in this volume.
The Minister of Finance has special powers with respect to the Bank of
Spain : Art. 1 provides that the Bank shall be subordinate to the Govern
ment through the Ministry of Fmance. Art. 9 gives authority in monetary
and credit matters to the Government, which, through the Minister of
Finance, may issue directives to the Bank pertaining to monetary and credit
policy. Art. 10 lists the specific powers which the Minister of Finance, in
agreement with the Council of Ministers, may exercise with respect to the
Bank.
4° It may be inferred from Art. 8 that all members of the General Council
may vote. In case of a tie, the vote of the presiding officer is decisive.
4 1 The Governor may be dismissed by the Council of Ministers (Art. 5 ) .
4 2 Members appointed under Art. 8 ( d ) , ( e ) , ( f ) , and ( h ) may be dis
missed at any time by the Minister of Finance (Art. 8, par. 2 ) .
4 3 Members o f the Board of Directors may, however, be dismissed at any
time by the Minister of Finance (Art. 7 ) .
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C. PRINCIPAL ADMINISTRATIVE OFFICERS
General Managers (Art. 6 ) .44

Principal Organs of the Sveriges Rikshank

45

A. COLLECTIVE ORGANS
1 . Board of Directors (Art. 28)

Number of members

7 (Art. 28 ) .

Composition

Chairman and 6 other Directors (Art. 28 ) .

Term o f office

Chairman (and his deputy )-3 years, appointed
by King in Council; ·1 6 Directors ( and their
deputies)-3 years, elected by Riksdag (Con
stitution, Art. 72, par. 2; Riksdag Statutes,
Art. 70( 1 ) ) .

Presiding officer

Chairman (Constitution, Art. 72, par. 2 ) .

2 . Board of Management 4 7
Number of members

5

Composition

Governor, Deputy Governor, Director perma
nently on Board of Management, 1 of Directors
elected by Riksdag, and reporting manager.

Presiding officer

Governor.
B. CHIEF EXECUTIVE OFFICER

The Governor of the Riksbank is its chief executive officer. Although
elected by the Directors from among themselves, and therefore a member of
the Board of Directors, he is not the Chairman of that Board. The Deputy
Governor is elected by the Directors either from among themselves or
from outside (Constitution, Art. 72 ) .
4 4 The General Managers may b e required t o attend meetings of the
Board of Directors in an advisory capacity without the right to vote (Art. 6 ) .
4 5 Unless otherwise indicated, the articles cited here refer to the Sveriges
Riksbank Act, 1 934, as published in this volume.
It should be noted that the Riksbank is guaranteed and governed by the
Riksdag; see Constitution, Arts. 72 and 1 1 1 , and Riksdag Statutes, Arts. 4 1 ,
7 0 , and 7 1 .
46 The Chairman (as well as his deputy) may be removed from office
when the King in Council deems it expedient (Constitution, Art. 72, par. 2 ) .
4 7 There i s no provision for a Board o f Management for the Riksbank in
the Act, the Constitution, or the Riksdag Statutes. The information given
here is taken from Sven Lindh, "Sveriges Riksbank," in Eight European
Central Banks (London and New York, 1963 ) , pp. 3 1 2-3 1 3 .
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Principal Organs of the Swiss National Bank
A. ORGANS RESPONSIBLE FOR SUPERVISION AND CONTROL

49

1 . General Meeting of Shareholders (A rts. 29-39)
2. Bank A uthorities (Arts. 40-49 )
a. Bank Council (A rts. 40-47)
Number of members

40 (Art. 40) .

Composition

15 elected by General Meeting of Share 
holders, 25 selected by Federal Council
(Arts. 40-42) .

Term of office

4 years (Art. 40) .

Presiding officer

Chairman (Art. 42 ( 1 ) ) .

b. Bank Committee (Arts. 48-49)
Number of members

Not specified. 5o

Composition

Chairman and Deputy Chairman of Bank
Council and other members appointed by
Bank Council (Art. 48(2) ) .

Term of office

4 years (Art. 48( 1 ) ) .

Presiding officer

Chairman (Art. 4 8 ( 2 ) ) .

c . Local Committees (Art. 50)
3 members, appointed by the B ank Council for a term of 4 years,
attached to each head office and branch office to make loan appraisals
and examine liabilities.
d. Committee of A uditors (Art. 5 1 )
3 members (and 3 alternates) elected each year b y General Meeting
of Shareholders.
B. ORGANS RESPONSIBLE FOR MANAGEMENT 49
1. Directorate (Art. 52 )
Number of members

At least 3 (Art. 53 ( 1 ) ) .

4 8 The articles cited here refer to the National Bank Law, 1 953, as pub
lished in this volume.
49 Art. 28 arranges the organs of the National Bank in two groups, accord
ing to their functions : ( 1 ) organs for the supervision and control of the
Bank (the General Meeting of Shareholders and the Bank authorities) and
( 2 ) organs responsible for the management of the Bank (the Directorate
and the branch managers) .
50 A s of April 1 966 there were 1 0 members of the Bank Committee. For
details, see W. Kull, "Schweizerische Nationalbank," in Eight European
Central Banks (London and New York, 1963 ) , pp. 272-273.
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3 members appointed by Federal Council, to
which may be added deputies and department
managers (Art. 53 ( 1 )- ( 2 ) ) .51

Term of office

6 years (Art. 53 (2 ) ) .

Presiding officers

President and Vice-President (Art. 53 ( 3 ) ) .

2. Branch Managers (Art. 54)
Appointed by Federal Council, on recommendation of Bank Council,
for a term of 6 years.
C. CmEF EXECUTIVE OFFICER
President of the Directorate (Arts. 52, 5 3 ) .

Principal Organs o f the National Bank o f Yugoslavia

52

A. COLLECTIVE ORGANS AND GOVERNOR
1. Council of the Working Community of the National Bank (Art. 52 )

Number of members

At least 1 5 (By-Laws, Art. 96) .53

Composition

Members elected by the working people em
ployed in the operational units of the National
Bank, except the Governor and Vice-Governor,
who may not be members (Art. 52; By-Laws,
Arts. 63, 1 04 ) .54

Term of office

2 years, one-half to be elected each year; no one
may be elected twice in succession (By-Laws,
Art. 9 5 ) .55

Presiding officer

President, elected by the council from among its
members for a term of 1 year (By-Laws, Art.
1 09 ) .

5 1 A s of April 1 966 the Directorate had 1 1 members : the President, the
Vice-President, the Director-General, 2 members representing the first
Department, 1 member representing the second Department, 2 members
representing the third Department, and 3 directors of sections (Abteilungs
leiter) .
5 2 Unless otherwise indicated, the articles cited here refer to the National
Bank of Yugoslavia Law, 1 965, as published in this volume.
53 In October 1 966, this council had 20 members.
54 Art. 65 of the By-Laws lists matters on which the council has authority
to decide; Art. 66 lists those requiring the concurrence of the Governor.
Art. 1 14 of the By-Laws provides that the Governor or the Vice-Governor
shall attend meetings of the council if necessary.
55 Detailed rules for the election and recall of members of all councils of
working communities in the National Bank are set forth in the By-Laws,
Arts. 95-108.
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Governor (Art.

48)

Appointed by the Federal Assembly on the proposal of the Federal
Executive Council, for a term of 4 years. 56
3.

Councils
(Art. of the Working Communities of the Operational Units
57)57

Number o f members

At least 1 5 or, in units with not more than 30
workers, all the workers (By-Laws, Art. 96)."'

Composition

Members elected by the
operational unit, except
the unit and his deputy,
bers ( By-Laws, Arts. 9 1 ,

Term of office

2 years, one-half to be elected each year; no one
may be elected twice in succession (By-Laws,
Art. 95 ) . 60

Presiding officer

President, elected by the council from among its
members for a term of 1 year (By-Laws, Art.

working people of the
the leading officer of
who may not be mem

1 04) .59

109 ) .

B . CHIEF ExECUTIVE OFFICER
Although neither the National Bank Law nor the By-Laws of the National
Bank expressly provide for a chief executive officer, it may be inferred from
Arts. 48 and 49 of the National Bank Law and from the listing of the powers
and functions of the Governor in Art. 56 of the By-Laws, that the office of
Governor corresponds for the most part to that of a chief executive officer of
a central bank.
56 Art. 56 of the By-Laws lists the matters for which the Governor has sole
authority; Art. 57 lists those which he may decide only in agreement with
the council of the working community of the National Bank.
5 7 These are the councils of the working communities of the Head Office
( as distinct from the council of the working community of the National
Bank as a whole) and of the Central Offices (one in each of the six
Republics) .
5 s In October 1 966 the council of the working community of the Head
Office had 17 members.
59 Art. 93 of the By-Laws lists matters on which the council has authority
to decide; Art. 94 lists those requiring the agreement of the leading officer
of the operational unit. Art. 1 14 of the By-Laws provides that the leading
officer of the operational unit or his deputy shall attend meetings of the
council.
so See footnote 55, above.
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SELECTED LIST OF CENTRAL BANK AND MONETARY
LAWS PUBLISHED IN THE LEAGUE OF NATIONS
COLLECTION OF MONETARY AND CENTRAL
BANK LAWS ( 1 932)
League o f Nations, Economic Intelligence Service, Monetary and Central Bank
Laws, edited by Paul Singer ( Geneva, 1932 ) .
This publication, printed i n a limited edition and designed primarily for the
use of the Governments of member states and financial institutions, consists of a
series of 30 brochures entitled, for the most part, "Monetary and Central B ank
Laws of . . . , Edited by Paul Singer." In addition to the monetary and central
bank laws (in English or French) of the 28 countries listed below, the series
includes provisions relating to the Bank for International Settlements ( fasc. 4 ) ,
and the text o f the Monetary Conventions concluded between Denmark, Norway,
and Sweden in 1 873 and 1 875 together with amendments and supplementary
arrangements adopted in 1 8 8 1 , 1 886, and 1 924 ( fasc. 26) .
The individual fascicles cover the following : No. 1 , Albania; No. 2, Austria;
No. 3, Belgium; No. 4, Bank for International Settlements; No. 5, Bulgaria; No. 6,
Czechoslovakia; No. 7, Free City of Danzig; No. 8, Denmark; No. 9, Estonia;
No. 1 0, Finland ; No. 1 1 , France; No. 1 2, Germany; No. 1 3 , Great Britain; No. 14,
Greece; No. 15, Hungary; No. 16, Irish Free State; No. 17, Italy; No. 18, Latvia;
No. 19, Lithuania; No. 20, Grand Duchy of Luxembourg; No. 2 1 , Netherlands;
No. 22, Norway; No. 23, Poland; No. 24, Rumania; No. 25, Saar Territory;
No. 26, Denmark, Norway, and Sweden; No. 27, Sweden; No. 28, Switzerland;
No. 29, Union of Soviet Socialist Republics; No. 30, Vatican City.
The following fascicles are in English : Nos. 1, 4, 7, 8, 1 0, 1 1 , 12, 1 3 , 14, 16,
19, 2 1 , 22, 25, 26, 2�
The following fascicles are in French : Nos. 2, 3, 5, 6, 9 , 15, 17, 1 8, 20, 23,
24, 28, 29, 30.
The following list of laws and related measures, extracted from the collection,
should be of interest to readers of this book, in particular for the study of the legal
and institutional history of European central banking and monetary regimes.
The list is confined to laws and related measures in force in the early 1930's in the
countries dealt with in the foregoing pages. It does not include any documentation
relating to Iceland, Portugal, Spain, or Yugoslavia.

Austria
Page
CENTRAL BANK LAW
Loi No. 490, du 24 juillet 1 922, relative a la creation d'une Banque
d'emission, amendee par la loi federale No. 823, du 14 novembre 1922.
13-14

Loi No. 44, du 1 2 janvier 1 923, concernant le transfert a la Banque
nationale d'Autriche des affaires de la Banque d'Autriche-Hongrie,
branche autrichienne.
1 5-16

887
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Statuts de la Banque Nationale d'Autriche en date du 22 novembre 1 922,
amendes par les lois federales No. 25 1 du 28 avril 1923, No. 18 du 20
decembre 1 924, No. 242 du 16 juillet 1 925, No. 417 du 1 er decembre
1 925 (invalidee par decret No. 1 60 du 28 juin 1 926 ) , No. 1 32 du 27
juillet 1 926, No. 1 14 du 3 1 decembre 1 927, No. 87 du 2 1 mars 1 930 et
No. 1 3 6 du 14 mai 1 93 1 .
18-46
MoNETARY LAW
Loi Federale No. 46 1, en date du 20 decembre 1924, concernant !'intro
duction de la comptabilite en schillings, la frappe de monnaies d'or et
diverses dispositions relatives au regime monetaire, amendee par les lois
No. 1 3 9 du 27 avril 1926 et No. 97 du 2 mars 1927.

3-8

Belgium
CENTRAL BANK LAW
Royal Decree of October 25th, 1926, on Monetary Stabilisation.

National Bank of Belgium: Confirmation of New Statutes.

Page
4-5
29-43

MoNETARY LAw
Royal Decree of October 25th, 1926, approving an Agreement between
44-45
the National Bank of Belgium and the Belgian State.

Royal Decree of October 26th, 1 926, concerning the Issue by the State of
Divisional Money to replace the Small Denominations put in Circulation
by the National Bank of Belgium.
Law of June 12th, 1 930, for the Creation of a Monetary Fund.

16
17-18

Denmark
CENTRAL BANK LAW

Charter of the National B ank in Copenhagen, dated July 4th, 1 8 1 8.

Page
12-20

Law No. 1 57, of July 12th, 1 907, concerning the Extension of the
Charter of the National Bank.
21-25
Regulations of the National Bank in Copenhagen, 1908.

25-37

MONETARY LAW
Monetary Law of May 23rd, 1 873.

3-8
Law No. 28, of February 15th, 1924, on Subsidiary Money for Inland
Circulation.
9-12

Finland
CENTRAL BANK LAW
Regulations for the Bank of Finland, December 21st, 1 925, as amended
on June 5th, 1 929.

Page
7- 13

MONETARY LAW

Monetary Law of December 2 1st, 1 925, as amended on April 27, 1928.

3-5
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France
CENTRAL BANK LAW
Original Statutes of the Bank of France, Year VIII ( 1800 ) .

Page
33-37

Decree o f January 1 6th, 1 808 : Fundamental Statutes o f the Bank of
France.
37-45
Law of June 9th, 1 8 5 7 : Renewal of the Charter of the Bank of France.

25

Law of November 17th, 1 8 97 : Renewal of the Charter of the Bank of
France.
27-29
Law of December 20th, 1 9 1 8 : Renewal of the Charter of the Bank of
France.
30-3 1
MoNETARY LAw
Monetary Law of June 25th, 1 928.

4-6

Germany
CENTRAL BANK LAW
Page
Bank Law of August 30th, 1 924, as amended by Laws of July 8th, 1 926,
and M arch 13th, 1930, the Proclamation of April 1 5th, 1930, and Decrees
16-3 1
of May 1 9th, 1 930, and December 1 st, 1 930.1

Law of August 30th, 1 924, on the Private Banks of Issue, as amended in
3 1-39
1 925.
Decree of the Reich Government of October 15th, 1 923, concerning the
Creation of the German Rentenbank, as amended by the Law of
August 30th, 1924, concerning the Liquidation of Rentenbank Note
Circulation.
40-44
MONETARY LAW
Monetary Law of June 1st, 1909.

Monetary Law of August 30th, 1 924.

9-10
4-9

Greece
CENTRAL BANK LAW
Decree-Law of November lOth, 1 927, on the ratification of the Agreement of October 27th, 1927, concerning the renunciation by the National
Bank of Greece of its privilege of issuing bank-notes, the creation of a
new Bank under the title of "Bank of Greece" and the Statutes of the
B ank of Greece annexed to the said Agreement.

Law No. 3424 of December 7th, 1 927.

Page

3-5
5-6

Statutes of the Bank of Greece as amended by Laws No. 4502 of
April 3rd, 1 930, No. 473 1 of May lOth, 1 930, and No. 5055 of 193 1 .
15-33
MONETARY LAW
Decree-Law of May 1 2th, 1 928, on the determination of the fine gold
content of the drachma and the commencement of business of the Bank
of Greece.

6

1 The preamble to this law states: "The following provisions shall henceforth
apply to the legal condition of the Reichsbank which was incorporated by the
Bank Law of March 14th, 1 875."
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Ireland
CENTRAL BANK LAw
Currency Act, 1 927 (No. 32 of 1 927 ) , dated August 20th, 1927, as
amended by Currency (Amendment) Act, 1 930 (No. 3 0 ) .

Page

6-38

Currency (Amendment) Act, 1930 (No. 30 of 1 930) , dated Decem38-39
ber 1 6th, 1 930.
MONETARY LAW
Coinage Act, 1 926 (No. 14 of 1 926 ) , dated April 1 3th, 1 926.

3-5

Italy
CENTRAL BANK LAw
Decret Royal No. 1404 en date du 2 1 juin 1 928, relatif a !'entree en
vigueur des Statuts de la Banque d'ltalie

Annexe :

Statuts de la Banque d'Italie.

Page

5
5-22

Texte Unifi6 de Loi sur les Instituts d'Emission et la Circulation des
Billets de Banque, approuve par decret royal No. 204 du 28 avril 1 9 1 0
47-65
e t amende l e 1 7 juin 1 928.
MoNETARY LAw
Loi No. 788 sur !'unification du systeme monetaire, du 24 aout 1 862

26-29

Netherlands
CENTRAL BANK LAW
Page
Bank Act 1 9 1 9, being part of the Royal Decree of September 28th, 1 9 1 8
(Official Gazette N o . 553 ) , containing regulations, according t o which
The Netherlands Bank, by virtue of the Acts of December 22nd, 1 863
( Official Gazette, No. 148 ) , August 7th, 1888 ( Official Gazette, No.
122 ) , December 3 1st, 1903 ( Official Gazette, No. 3 3 5 ) , August 3rd,
1 9 1 4 (Official Gazette, No. 345 ) , July 25th, 1 9 1 8 ( Official Gazette, No.
475 ) , and of June 25th, 1929 ( Official Gazette, No. 364 ) , is entitled to
act as a Bank of Issue.
12- 1 9

Statutes o f The Netherlands Bank sanctioned by the Royal Decree No. 56
of March 3rd, 1 864, as amended by the Royal Decrees No. 34
of December 3 1st, 1 887, No. 20 of December 27th, 1 888, No. 7 of
19-27
March 5th, 1 904, and No. 86 of March 6th, 1919.
MONETARY LAW
The Monetary Law of May 28th, 1901, regulating the Details of the Cur
rency System of The Netherlands, instituted and applied by the Laws of
December 3 1st, 1906, July 1st, 1 909, October 3 1st, 1 9 12, and November 27, 1 9 1 9.

3-9

Norway
CENTRAL BANK LAW
Bank Law of April 23rd, 1 892, as amended by the Laws of July 27th,
1 896; May 1 9th, 1900; May 14th, 1902; July 1 3th, 1 905; May 1 st, 1909;

Page
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July 2 1 st, 1 9 16; May 25th, 1 9 1 7 ; December 14th, 1 9 1 7 ; November 26th,
1 920; December 1 5th, 1 920; July 6th, 1 923.
1 1-20
Regulations (Statutes) of the Bank of Norway, adopted by the Super2 1 -40
visory Council of the Bank at the Meeting of May 29th, 1 922.
MONETARY LAW
Monetary Law of April 17th, 1 875.

Sweden

3-7

Page

CENTRAL BANK LAW
Bank Law No. 27 of May 1 2th, 1 897, as amended in 1897, 1 9 0 1 , 1 902,
10-18
1 9 1 1 , 1 9 14, 1 9 1 5 , 1 920, 1 923, February 28th, and May 9th, 1930.

Law of May 12th, 1 897, containing Certain Provisions regarding the
Right of Issue and the Jurisdiction of the Riksbank, as amended on
1 9-20
M ay 25th, 1 9 1 5 .
Regulations for the Management and Administration of the Riksbank,
issued on June 6th, 1924.
2 1-37
MONETARY LAW
Law No. 3 1 of May 30th, 1 873, on the Currency of the Kingdom, as
amended by the Decree of June 25th, 1 8 8 1 , and by Law No. 309 of
June 1 8th, 1 920.

Switzerland
CENTRAL BANK LAW
Loi Federale sur la Banque Nationale Suisse, du 7 avril 1 9 2 1 , amendee
le 27 septembre 1 923, le 1 9 juin 1 925 et le 20 decembre 1929.
MONETARY LAW
Loi Federale sur la Monnaie, du 3 juin 193 1 .
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APPENDIX V
A NOTE ON UNIFORM LAW FOR BILLS OF EXCHANGE,
PROMISSORY NOTES, AND CHECKS
1. Basic International Law Sources
Two International Conferences for the Unification of Laws on Bills of
Exchange, Promissory Notes, and Cheques were held in Geneva in 1 930 and 193 1 ,
under the auspices o f the League o f Nations. The Proceedings of these Con
ferences have been published as League of Nations documents under the
following titles :
Records of the International Conference for the Unification of Laws on Bills
of Exchange, Promissory Notes and Cheques. Geneva, May 13th-June 7th, 1930.
Bills of Exchange and Promissory Notes. (Geneva, 1930) [C.360.M . l 5 1 . 1 930.II]
( 1 930.II.27.).
Records of the International Conference for the Unification of Laws on Bills
of Exchange, Promissory Notes and Cheques. Held at Geneva from Febru
ary 23rd to March 19th, 193 1 . Second Session. Cheques. (Geneva, 1 93 1 ) .
[C.294.M. 1 3 7. 19 3 1 .II.B.] ( 193 1 .II.B. l l. ) .
These Proceedings contain, i n addition t o the debates, the texts o f the Draft
Conventions and related documents together with the Final Acts adopted by the
Conferences.
A. BILLS OF EXCHANGE AND PROMISSORY NOTES
The 1930 Conference resulted in the adoption of the following principal
instruments:
1 . Convention providing a Uniform Law for Bills of Exchange and Promissory
Notes. Opened for signature at Geneva, June 7, 1 930; entered into force
January 1 , 1 934. 1 Annex I: Uniform Law on Bills of Exchange and Promissory
Notes (Arts. 1-78 ) .2 Annex II: ( Arts. 1-23 ) .3 On Annex II note, in particular,
the clause contained in paragraph 2 of Art. 1 of the Convention, which reads:
"This undertaking shall, if necessary, be subject to such reservations as each High
Contracting Party shall notify at the time of its ratification or accession. These
reservations shall be chosen from among those mentioned in Annex II of the
present Convention."
2. Convention for the Settlement of certain Conflicts of Laws in connection
with Bills of Exchange and Promissory Notes. Opened for signature at Geneva,
June 7, 1930; entered into force on January 1 , 1 934. 4
3 . Convention on the Stamp Laws in connection with Bills of Exchange and
1 For the text in English and French, see 143 League of Nations Treaty Series,
pp. 257-273 . For the Protocol to the Convention, see ibid., pp. 3 12-3 15.
2 Text, ibid., pp. 274-305.
a Text, ibid., pp. 306-3 1 3 .
4 Text, ibid., pp. 3 1 7-33 1 . Protocol, ibid., pp. 3 32-335.
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Promissory Notes. Opened for signature at Geneva, June 7, 1930; entered into
force on January 1, 1 934.5
B. CHECKS

The 193 1 Geneva Conference resulted in the adoption of the following con
ventions :
1 . Convention providing a Uniform Law for Cheques. Opened for signature at
Geneva, March 19, 1 93 1 ; entered into force on January 1, 1934. 6 A nnex 1:
Uniform Law on Cheques (Arts. 1-5 7 ) . 7 Annex ll: (Arts. 1-3 1 ) . 8 On Annex 11
note, in particular, the clause contained in paragraph 2 of Art. 1 of the Convention,
which reads:

"This undertaking shall, if necessary, be subject to such reservations as each
High Contracting Party shall notify at the time of its ratification or accession.
These reservations shall be chosen from among those mentioned in Annex II
of the present Convention."
2. Convention for the Settlement of certain Conflicts of Laws in connection
with Cheques. Opened for signature at Geneva, March 19, 193 1 ; entered into
force on January 1 , 1934.9
3. Convention on the Stamp Laws in connection with Cheques. Opened for
signature at Geneva, March 19, 1 9 3 1 ; entered into force on November 29,
1 9 3 3 .10
The dates when each country ratified or definitively acceded to the Conventions
are shown in the table below (p. 896 ) .
However, the degree o f uniformity attained a s a result o f the acceptance of
these Conventions varies. Divergencies of the law in force in individual countries,
or of individual provisions, may be traced back primarily to the following factors :
( l ) The effect of the Conventions as "internal law" of the parties may vary,
especially where a formal incorporation of all or specific provisions is required by
the law of the land. ( 2 ) Annex 11 of the Convention providing a Uniform Law
for Bills of Exchange and Promissory Notes and Annex II of the corresponding
Convention on checks permit acceptance of the Conventions, subject to specified
reservations. Accordingly, if one party to the Convention accepts it without formal
reservations while another party renders specified provisions of the Conventions
inapplicable through reservations, or at least reserves the right to do so, the
"uniformity" of the applicable law is actually or potentially impaired. ( 3 ) Even
if a country accepts the Conventions and adopts legislation to make their provisions
effective as internal law, without, however, abrogating earlier conflicting legislation,
some lack of uniformity may result.
To summarize, the Geneva Conventions of 1 930 and 193 1 have greatly con
tributed to a uniform approach to the principal legal issues involved in the law
governing bills of exchange, promissory notes, and checks. For the reasons
5

Text, ibid., pp. 3 3 7-349. Protocol, ibid., pp. 3 50-35 3 .
Text, ibid., p p . 3 55-3 7 1 . Protocol, ibid., pp. 402-405.
7 Text, ibid., pp. 372-393.
8 Text, ibid., pp. 3 92-40 1 .
9 Text, ibid., p p . 407-423. Protocol, ibid., p p . 424-427.
1 0 Text, ibid., pp. 7-19. Protocol, ibid., pp. 20-23.
6
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indicated above, the degree of uniformity varies and the actual legal regulation of
this subject matter in the territories of the parties to these conventions has to be
examined for each country. However, comparison of the similarities and differ
ences of these regulations has been greatly facilitated by the common background
furnished by these Conventions.
Schettler and Bi.ieler, Das Wechsel- und Scheckrecht aller Liinder ( Cologne,
1957-, loose-leaf) , reproduces the text of the Geneva Conventions together with
Annexes and Protocols in English, French, and German; some useful annotations
to these documents have been added by the authors. The remainder of this work
is designed to inform the reader currently on the principal legal measures relating
to bills of exchange, promissory notes, and checks that are in force in all
countries.
A comparative digest of judicial decisions concerning the Geneva Uniform Law
on Bills of Exchange and Cheques may be found in Ernst von Caemmerer, ed.,
lnternationale Rechtsprechung zum Genfer Einheitlichen Wechsel- und Scheckrecht
(Berlin and Ti.ibingen, 1 954 ) . The book reports decisional law on the subject as
rendered by the courts of Austria, Denmark, France, Germany, Italy, the Nether
lands, Norway, Portugal, Sweden, and Switzerland.
A considerable number of articles and monographs on the Geneva Uniform
Law on Bills of Exchange and Cheques has been published, especially in the 1 930's.
A bibliographical listing of these publications is outside the scope of this work; for
a selected list of relevant material, however, see Manley 0. Hudson, International
Legislation, vol. V ( Washington, 1 9 3 6 ) , pp. 5 1 6-5 1 7 and 889-890.

2. Basic Domestic Law Sources
The Bibliographical Notes at the end of each country section in the present
volume list the principal domestic law sources governing bills of exchange and
checks. For further information on the subject, the reader should consult Schettler
and Bi.ieler's work, cited above, and, where appropriate, monographs on the
subject dealing with the bills of exchange, check, or commercial law of individual
European countries or of selected groups of countries.

©International Monetary Fund. Not for Redistribution

896

CENTRAL BANKING LEGISLATION

3. Dates of Ratification or Definitive Accession 1 1
COUNTRY

UNIFORM LAW FOR
UNIFORM LAW FOR BILLS OF
CHECKS AND
EXCHANGE AND PROMISSORY
RELATED CONVENTIONS 1 3
NOTES 1 2

Group I
Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland
Italy
[Luxembourg]
[Monaco]
Netherlands
Norway
Portugal
Sweden
Switzerland

December 1 , 1958
December 18, 1 9 6 1
July 27, 1 932
August 3 1 , 1932
April 27, 1 936
October 3 , 1933
June 1, 1 934
July 10, 1 936 1 5
August 31, 1933

August 3 1 , 1932
August 3 1 , 1 932
July 27, 1932
August 3 1 , 1 932
April 27, 1936
October 3, 1933
August 31, 193 1 1 4
July 10, 1936 15
August 3 1 , 1 932
[March 5 , 1 963]
[January 25, 1 934]
August 20, 1 93 2
July 2 7 , 1 9 3 2
June 8 , 1 934
July 27, 1932
August 26, 1 932

[February 9, 1 933]
April 2, 1934
July 27, 1 932
June 8 , 1934
July 27, 1 932
August 26, 1932

Group IJ
Australia
Brazil
Great Britain and
Northern Ireland
Hungary
Indonesia
Japan
Malawi
Malaya, Federation of
Morocco
Nicaragua
Poland
Uganda
U .S S . R
.

.

September 3, 1 9 3 8
August 26, 1942

15

April 18, 1934 15
October 28, 1 964
August 3 1 , 1 932
January 14, 1960

15

December 19, 1936
April 1 5 , 1965 1 5
November 25, 1 9 3 6

September 3, 1938
August 26, 1942

15

January 13, 1932 15
October 28, 1964
March 9, 1 959
August 25, 1933
November 3, 1965 1G
January 14, 1 960 15
July 30, 1958
March 1 6, 1932
December 19, 1936

u For details as at July 3 1 , 1946, including the reservations maintained by each
country, see League of Nations, Official Journal, Special Supplement 193.
1 2 Covers �he three Conventions listed above, viz., Convention providing a
Uniform Law for Bills of Exchange and Promissory Notes, Convention for the
Settlement of certain Conflicts of Laws in connection with Bills of Exchange and
Promissory Notes, and Convention on the Stamp Laws in connection with Bills of
Exchange and Promissory Notes.
1 3 Covers the three Conventions listed above, viz., Convention providing a
Uniform Law for Cheques, Convention for the Settlement of certain Conflicts of
Laws in connection with Cheques, and Convention on the Stamp Laws in connec
tion with Cheques.
14 Greece has not ratified the Convention on the Stamp Laws in connection with
Bills of Exchange and Promissory Notes.
1 5 Convention on the Stamp Laws only.
16 Convention providing a Uniform Law for Cheques only.
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APPENDIX VI
GENERAL ARRANGEMENTS TO BORROW
I. Text of Decision of Executive Directors
of International Monetary Fund 1
Preamble
In order to enable the International Monetary Fund to fulfill more effectively
its role in the international monetary system in the new conditions of widespread
convertibility, including greater freedom for short-term capital movements, the
main industrial countries have agreed that they will, in a spirit of broad and willing
cooperation, strengthen the Fund by general arrangements under which they
will stand ready to lend their currencies to the Fund up to specified amounts
under Article VII, Section 2, of the Articles of Agreement when supplementary
resources are needed to forestall or cope with an impairment of the international
monetary system in the aforesaid conditions. In order to give effect to these
intentions, the following terms and conditions are adopted under Article VII,
Section 2, of the Articles of Agreement.
Paragraph 1. Definitions
As used in this Decision the term :
(i) "Articles" means the Articles of Agreement of the International Monetary
Fund;
(ii) "credit arrangement" means an undertaking to lend to the Fund on the
terms and conditions of this Decision;
(iii) "participant" means a participating member or a participating institution;
(iv) "participating institution" means an official institution of a member that
has entered into a credit arrangement with the Fund with the consent of
the member;
( v ) "participating member" means a member of the Fund that has entered
into a credit arrangement with the Fund;
1 Decision No. 1289-(62/ 1 ) , adopted January 5, 1962 and effective October 24,
1962, as amended through October 15, 1 965. The General Arrangements to
Borrow entered into force on October 24, 1 962 and were renewed for a period of
four years by Decision No. 195 1-(65/54 ) , adopted October 15, 1 965, which reads
as follows:
"1. Executive Board Decision No. 1289-(62/ 1 ) , as amended by Executive
Board Decision No. 1 3 62-(62/ 3 2 ) and Executive Board Decision No. 1 4 1 5(62/47) (General Arrangements to Borrow ) is hereby renewed for a period of
four years, and references therein to "the period prescribed in Paragraph 1 9 ( a ) "
shall b e understood to include the period o f this renewal.
"2. Within two years from the effective date of this renewal, the Fund and the
participants will initiate a review of the General Arrangements to Borrow to be
completed before the end of the second year; this review shall consider, in the light
of existing circumstances and past experience, the operation of the General
Arrangements to Borrow and the need, if any, for amendment or modification."
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(vi) "amount of a credit arrangement" means the maximum amount expressed
in units of its currency that a participant undertakes to lend to the Fund
under a credit arrangement;
(vii ) "call" means a notice by the Fund to a participant to make a transfer
under its credit arrangement to the Fund's account;
(viii) "borrowed currency" means currency transferred to the Fund's account
under a credit arrangement;
(ix ) "drawer" means a member that purchases borrowed currency from the
Fund in an exchange transaction or in an exchange transaction under a
stand-by arrangement;
( x ) "indebtedness" of the Fund means the amount it is committed to repay
under a credit arrangement.
Paragraph 2. Credit A rrangements
A member or institution that adheres to this Decision undertakes to lend its
currency to the Fund on the terms and conditions of this Decision up to the
amount in units of its currency set forth in the Annex to this Decision or estab
lished in accordance with Paragraph 3 ( b ) .
Paragraph 3. A dherence
(a) Any member or institution specified in the Annex may adhere to this
Decision in accordance with Paragraph 3 (c) .
( b ) Any member or institution not specified in the Annex that wishes to become
a participant may at any time, after consultation with the Fund, give notice of its
willingness to adhere to this Decision, and, if the Fund shall so agree and no
participant object, the member or institution may adhere in accordance with
Paragraph 3 ( c ) . When giving notice of its willingness to adhere under this
Paragraph 3 ( b ) a member or institution shall specify the amount, expressed in
terms of its currency, of the credit arrangement which it is willing to enter into,
provided that the amount shall not be less than the equivalent at the date of
adherence of one hundred million United States dollars of the weight and fineness
in effect on July 1 , 1 944.
(c) A member or institution shall adhere to this Decision by depositing with
the Fund an instrument setting forth that it has adhered in accordance with its law
and has taken all steps necessary to enable it to carry out the terms and conditions
of this Decision. On the deposit of the instrument the member or institution
shall be a participant as of the date of the deposit or of the effective date of this
Decision, whichever shall be later.
Paragraph 4. Entry into Force
This Decision shall become effective when it has been adhered to by at least
seven of the members or institutions included in the Annex with credit arrange
ments amounting in all to not less than the equivalent of five and one-half billion
United States dollars of the weight and fineness in effect on July 1 , 1944.
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Paragraph 5. Changes in Amounts of Credit Arrangements
The amounts of participants' credit arrangements may be reviewed from time
to time in the light of developing circumstances and changed with the agreement
of the Fund and all participants.
Paragraph 6. Initial Procedure
When a participating member or a member whose institution is a participant
approaches the Fund on an exchange transaction or stand-by arrangement and
the Managing Director, after consultation, considers that the exchange transaction
or stand-by arrangement is necessary in order to forestall or cope with an impair
ment of the international monetary system, and that the Fund's resources need
to be supplemented for this purpose, he shall initiate the procedure for making
calls under Paragraph 7.
Paragraph 7. Calls
(a) The Managing Director shall make a proposal for calls for an exchange
transaction or for future calls for exchange transactions under a stand-by arrange
ment only after consultation with Executive Directors and participants. A
proposal shall become effective only if it is accepted by participants and the
proposal is then approved by the Executive Directors. Each participant shall
notify the Fund of the acceptance of a proposal involving a call under its credit
arrangement.
( b ) The currencies and amounts to be called under one or more of the credit
arrangements shall be based on the present and prospective balance of payments
and reserve positions of participating members or members whose institutions are
participants and on the Fund's holdings of currencies.
(c) Unless otherwise provided in a proposal for future calls approved under
Paragraph 7 ( a ) , purchases of borrowed currency under a stand-by arrangement
shall be made in the currencies of participants in proportion to the amounts in
the proposal.
(d) If a participant on which calls may be made pursuant to Paragraph 7 ( a )
for a drawer's purchases under a stand-by arrangement gives notice t o the Fund
that in the participant's opinion, based on the present and prospective balance
of payments and reserve position, calls should no longer be made on the participant
or that calls should be for a smaller amount, the Managing Director may propose
to other participants that substitute amounts be made available under their credit
arrangements, and this proposal shall be subject to the procedure of Paragraph
7 ( a ) . The proposal as originally approved under Paragraph 7 ( a ) shall remain
effective unless and until a proposal for substitute amounts is approved in
accordance with Paragraph 7 (a) .
( e ) When the Fund makes a call pursuant to this Paragraph 7, the participant
shall promptly make the transfer in accordance with the call.
Paragraph 8. Evidence of Indebtedness
(a) The Fund shall issue to a participant, on its request, nonnegotiable instru
ments evidencing the Fund's indebtedness to the participant. The form of the
instrument shall be agreed between the Fund and the participant.
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( b ) Upon repayment of the amount of any instrument issued under Paragraph
8 (a ) and all accrued interest, the instrument shall be returned to the Fund for
cancellation. If less than the amount of any such instrument is repaid, the instru
ment shall be returned to the Fund and a new instrument for the remainder of the
amount shall be substituted with the same maturity date as in the old instrument.
Paragraph 9. Interest and Charges
(a) The Fund shall pay a charge of one-half of one per cent on transfers made
in accordance with Paragraph 7 ( e ) .
( b ) The Fund shall pay interest o n its indebtedness a t the rate o f one and one
half per cent per annum. In the event that this becomes different from a basic
rate determined as follows :
the charge levied by the Fund pursuant to Article V, Section 8 (a ) , plus the
charge levied by the Fund pursuant to Article V, Section 8 (c) ( i ) , as changed
from time to time under Article V, Section 8 ( e ) , during the first year after
a purchase of exchange from the Fund, minus one-half of one per cent,
the interest payable by the Fund shall be changed by the same amount as from
the date when the difference in the basic rate takes effect. Interest shall be paid
as soon as possible after July 3 1, October 3 1 , January 3 1 , and April 30.
(c) Interest and charges shall be paid in gold to the extent that this can be
effected in bars. Any balance not so paid shall be paid in United States dollars.
(d) Gold payable to a participant in accordance with Paragraph 9 ( b ) or Para
graph 1 1 shall be delivered at any gold depository of the Fund chosen by the
participant at which the Fund has sufficient gold for making the payment. Such
delivery shall be free of any charges or costs for the participant.
Paragraph 1 0. Use of Borrowed Currency
The Fund's policies and practices on the use of its resources and stand-by
arrangements, including those relating to the period of use, shall apply to pur
chases of currency borrowed by the Fund.
Paragraph 1 1 . Repayment by the Fund
(a) Subject to the other provisions of this Paragraph 1 1 , the Fund, five years
after a transfer by a participant, shall repay the participant an amount equivalent
to the transfer calculated in accordance with Paragraph 12. If the drawer for
whose purchase participants make transfers is committed to repurchase at a fixed
date earlier than five years after its purchase, the Fund shall repay the participants
at that date. Repayment under this Paragraph l l (a ) or under Paragraph l l (c)
shall be, as determined by the Fund, in the participant's currency whenever
feasible, or in gold, or, after consultation with the participant, in other currencies
that are convertible in fact. Repayments to a participant under the subsequent
provisions of this Paragraph 1 1 shall be credited against transfers by the participant
for a drawer's purchases in the order in which repayment must be made under
this Paragraph l l ( a ) .
( b ) Before the date prescribed i n Paragraph l l (a ) , the Fund, after consultation
with a participant, may make repayment to the participant, in part or in full,
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with any increases in the Fund's holdings of the participant's currency that
exceed the Fund's working requirements, and participants shall accept such
repayment.
(c) Whenever a drawer repurchases, the Fund shall promptly repay an equiva
lent amount, except in any of the following cases:
(i) The repurchase is under Article V, Section 7 ( b ) , and can be identified as
being in respect of a purchase of currency other than borrowed currency.
(ii) The repurchase is in discharge of a commitment entered into on a
purchase of currency other than borrowed currency.
(iii) The repurchase entitles the drawer to augmented rights under a stand-by
arrangement pursuant to Section 11 of Decision No. 876-(59/ 1 5 ) of the
Executive Directors, provided that, to the extent that the drawer does not
exercise such augmented rights, the Fund shall promptly repay an
equivalent amount on the expiration of the stand-by arrangement.
(d) Whenever the Fund decides in agreement with a drawer that the problem
for which the drawer made its purchases has been overcome, the drawer shall
complete repurchase, and the Fund shall complete repayment and be entitled to
use its holdings of the drawer's currency below 75 per cent of the drawer's quota
in order to complete such repayment.
( e ) Repayments under Paragraph l l (c) and (d) shall be made in the order
established under Paragraph 1 1 (a) and in proportion to the Fund's indebtedness
to the participants that made transfers in respect of which repayment is being made.
(f) Before the date prescribed in Paragraph 1 1 (a) a participant may give notice
representing that there is a balance of payments need for repayment of part or all
of the Fund's indebtedness and requesting such repayment. The Fund shall give
the overwhelming benefit of any doubt to the participant's representation.
Repayment shall be made after consultation with the participant in the currencies
of other members that are convertible in fact, or made in gold, as determined by
the Fund. If the Fund's holdings of currencies in which repayment should be
made are not wholly adequate, individual participants shall be requested, and will
be expected, to provide the necessary balance under their credit arrangements.
If, notwithstanding the expectation that the participants will provide the neces
sary balance, they fail to do so, repayment shall be made to the extent necessary
in the currency of the drawer for whose purchases the participant requesting
repayment made transfers. For all of the purposes of this Paragraph 1 1 , transfers
under this Paragraph 1 1 (f) shall be deemed to have been made at the same time
and for the same purchases as the transfers by the participant obtaining repay
ment under this Paragraph 1 1 (f) .
(g) All repayments to a participant in a currency other than its own shall be
guided, to the maxinmm extent practicable, by the present and prospective balance
of payments and reserve positions of the members whose currencies are to be used
in repayment.
( h ) The Fund shall at no time reduce its holdings of a drawer's currency
below an amount equal to the Fund's indebtedness to the participants resulting
from transfers for the drawer's purchases.
(i) When any repayment is made to a participant, the amount that can be
called for under its credit arrangement in accordance with this Decision shall be
restored pro tanto but not beyond the amount of the credit arrangement.
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Paragraph 12. Rates of Exchange
(a) The value of any transfer shall be calculated as of the date of the transfer
in terms of a stated number of fine ounces of gold or of the United States dollar
of the weight and fineness in effect on July 1, 1944, and the Fund shall be obliged
to repay an equivalent value.
( b ) For all of the purposes of this Decision, the equivalent in currency of any
number of fine ounces of gold or of the United States dollar of the weight and fine
ness in effect on July 1 , 1 944, or vice versa, shall be calculated at the rate of
exchange at which the Fund holds such currency at the date as of which the calcu
lation is made; provided however that the provisions of Decision No. 32 1-(54/32)
of the Executive Directors on Transactions and Computations Involving Fluctuat
ing Currencies, as amended by Decision No. 1245-( 6 1 /45 ) and Decision No.
1 283-( 6 1 /56 ) , shall determine the rate of exchange for any currency to which that
decision, as amended, has been applied.
Paragraph 13. Transferability
A participant may not transfer all or part of its claim to repayment under a
credit arrangement except with the prior consent of the Fund and on such terms
and conditions as the Fund may approve.
Paragraph 14. Notices
Notice to or by a participating member under this Decision shall be in writing
or by cable and shall be given to or by the fiscal agency of the participating member
designated in accordance with Article V, Section 1 , of the Articles and Rule G-1
of the Rules and Regulations of the Fund. Notice to or by a participating institu
tion shall be in writing or by cable and shall be given to or by the participating
institution.
Paragraph 15. Amendment.
This Decision may be amended during the period prescribed in Paragraph 19(a)
only by a decision of the Fund and with the concurrence of all participants. Such
concurrence shall not be necessary for the modification of the Decision on its
renewal pursuant to Paragraph 1 9 ( b ) .
Paragraph 16. Withdrawal of A dherence
A participant may withdraw its adherence to this Decision in accordance with
Paragraph 1 9 ( b ) but may not withdraw within the period prescribed in Paragraph
1 9 ( a ) except with the agreement of the Fund and all participants.
Paragraph 1 7. Withdrawal from Membership
If a participating member or a member whose institution is a participant with
draws from membership in the Fund, the participant's credit arrangement shall
cease at the same time as the withdrawal takes effect. The Fund's indebtedness
under the credit arrangement shall be treated as an amount due from the Fund for
the purpose of Article XV, Section 3 , and Schedule D of the Articles.
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Paragraph 18. Suspension of Exchange Transactions and Liquidation
(a) The right of the Fund to make calls under Paragraph 7 and the obligation
to make repayments under Paragraph 1 1 shall be suspended during any suspension
of exchange transactions under Article XVI of the Articles.
( b ) In the event of liquidation of the Fund, credit arrangements shall cease
and the Fund's indebtedness shall constitute liabilities under Schedule E of the
Articles. For the purpose of Paragraph 1 (a ) of Schedule E, the currency in which
the liability of the Fund shall be payable shall be first the participant's currency
and then the currency of the drawer for whose purchases transfers were made
by the participant.
Paragraph 1 9. Period and Renewal
(a) This Decision shall continue in existence for four years from its effective
date.
( b ) This Decision may be renewed for such period or periods and with such
modifications, subject to Paragraph 5, as the Fund may decide. The Fund shall
adopt a decision on renewal and modification, if any, not later than twelve months
before the end of the period prescribed in Paragraph 1 9 (a ) . Any participant
may advise the Fund not less than six months before the end of the period pre
scribed in Paragraph 1 9 (a ) that it will withdraw its adherence to the Decision
as renewed. In the absence of such notice, a participant shall be deemed to continue
to adhere to the Decision as renewed. Withdrawal of adherence in accordance
with this Paragraph 1 9 ( b ) by a participant, whether or not included in the Annex,
shall not preclude its subsequent adherence in accordance with Paragraph 3 ( b ) .
( c ) If this Decision is terminated or not renewed, Paragraphs 8 through 14, 1 7
and 18 ( b ) shall nevertheless continue t o apply in connection with any indebted
ness of the Fund under credit arrangements in existence at the date of the ter
mination or expiration of the Decision until repayment is completed. If a parti
cipant withdraws its adherence to this Decision in accordance with Paragraph
16 or Paragraph 1 9 ( b ) , it shall cease to be a participant under the Decision, but
Paragraphs 8 through 1 4, 17 and 1 8 (b ) of the Decision as of the date of the with
drawal shall nevertheless continue to apply to any indebtedness of the Fund
under the former credit arrangement until repayment has been completed.
Paragraph 20. Interpretation
Any question of interpretation raised in connection with this Decision which
does not fall within the purview of Article XVIII of the Articles shall be settled
to the mutual satisfaction of the Fund, the participant raising the question, and
all other participants. For the purpose of this Paragraph 20 participants shall
be deemed to include those former participants to which Paragraphs 8 through 14,
17 and 1 8 ( b ) continue to apply pursuant to Paragraph 1 9 (c) to the extent that
any such former participant is affected by a question of interpretation that
is raised.
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ANNEX

Participants and Amounts of Credit Arrangements

2

Units of Participant's Currency
1.

2.
3.
4.
5.
6.
7.
8.
9.
10.

United States of America
Deutsche Bundesbank
United Kingdom
France
Italy
Japan
Canada s
Netherlands
Belgium
Sveriges Riksbank 4

US$
DM
£

NF
Lit
Yen
Can$
f.
BF
SKr

2,000,000,000
4,000,000,000
357' 142,857
2,7 15,3 8 1 ,428
343,750,000,000
90,000,000,000
216,2 16,000
724,000,000
7,500,000,000
5 17,320,000

2. Exchange of Letters Between the
French Minister of Finance and Economic Affairs
and the U.S. Secretary of the Treasury
PARIS, December 15, 1961

The Honorable DouGLAS DILLON,
Secretary of the Treasury
DEAR MR. SECRETARY: The purpose of this letter is to set forth the under
standings reached during the recent discussions in Paris with respect to the
procedure to be followed by the Participating Countries and Institutions (herein
after referred to as "the participants") in connection with borrowings by the
International Monetary Fund of Supplementary Resources under credit arrange
ments which we expect will be established pursuant to a decision of the Executive
Directors of the Fund.
This procedure, which would apply after the entry into force of that decision
with respect to the participants which adhere to it in accordance with their laws,
and which would remain in effect during the period of the decision, is as follows :
A. A Participating Country which has need to draw currencies from the
�-------�--�----

2 With effect from June 1 1 , 1964, by virtue of an exchange of letters between the
Swiss Ambassador to the United States and the Managing Director of the Interna
tional Monetary Fund, Switzerland associated itself with the General Arrangements
to Borrow, for amounts not exceeding an outstanding total equivalent to Sw F 865
million. For the text of the letters, see International Monetary Fund, Selected
Decisions of the Executive Directors and Selected Documents, 3rd issue (Wash
ington, 1 965 ) , pp. 69-72.
a As amended by Executive Board Decision No. 1415-( 62/47 ) , adopted Septem
ber 1 9, 1 962 and effective October 12, 1 962. The effect of this amendment was
that the amount of Canada's credit arrangement listed in the Annex in terms of
Canadian dollars was changed from Can$208,938,000 to Can$2 16,2 16,000.
4 As amended by Executive Board Decision No. 1362-(62!32 ) , adopted July 9,
1962 and effective August 1, 1963. The effect of this amendment was to substitute
"Sveriges Riksbank" for "Sweden" as participant.
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International Monetary Fund or to seek a stand-by agreement with the Fund in
circumstances indicating that the Supplementary Resources might be used, shall
consult with the Managing Director of the Fund first and then with the other
participants.
B. If the Managing Director makes a proposal for Supplementary Resources
to be lent to the Fund, the participants shall consult on this proposal and inform
the Managing Director of the amounts of their currencies which they consider
appropriate to lend to the Fund, taking into account the recommendations of the
Managing Director and their present and prospective balance of payments and
reserve positions. The participants shall aim at reaching unanimous agreement.
C. If it is not possible to reach unanimous agreement, the question whether the
participants are prepared to facilitate, by lending their currencies, an exchange
transaction or stand-by arrangement of the kind covered by the special borrowing
arrangements and requiring the Fund's resources to be supplemented in the general
order of magnitude proposed by the Managing Director, will be decided by a poll
of the participants.
The prospective drawer will not be entitled to vote. A favorable decision shall
require the following majorities of the participants which take part in the vote, it
being understood that abstentions may be justified only for balance of payments
reasons as stated in paragraph D :
( 1 ) a two-thirds majority of the number of participants voting; and
( 2 ) a three-fifths majority of the weighted votes of the participants voting,
weighted on the basis of the commitments to the Supplementary
Resources.
D. If the decision in paragraph C is favorable, there shall be further consul
tations among the participants, and with the Managing Director, concerning the
amounts of the currencies of the respective participants which will be loaned to
the Fund in order to attain a total in the general order of magnitude agreed under
paragraph C. If during the consultations a participant gives notice that in its
opinion, based on its present and prospective balance of payments and reserve
position, calls should not be made on it, or that calls should be for a smaller amount
than that proposed, the participants shall consult among themselves and with the
Managing Director as to the additional amounts of their currencies which they
could provide so as to reach the general order of magnitude agreed under
paragraph C.
E. When agreement is reached under paragraph D, each participant shall
inform the Managing Director of the calls which it is prepared to meet under
its credit arrangement with the Fund.
F. If a participant which has loaned its currency to the Fund under its credit
arrangement with the Fund subsequently requests a reversal of its loan which
leads to further loans to the Fund by other participants, the participant seeking
such reversal shall consult with the Managing Director and with the other
participants.
For the purpose of the consultative procedures described above, participants
will designate representatives who shall be empowered to act with respect to
proposals for use of the Supplementary Resources.
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It is understood that in the event of any proposals for calls under the credit
arrangements or if other matters should arise under the Fund decision requiring
consultations among the participants, a consultative meeting will be held among
all the participants. The representative of France shall be responsible for calling
the first meeting, and at that time the participants will determine who shall be
the Chairman. The Managing Director of the Fund or his representative shall
be invited to participate in these consultative meetings.
It is understood that in order to further the consultations envisaged, participants
should, to the fullest extent practicable, use the facilities of the international
organizations to which they belong in keeping each other informed of the develop
ments in their balances of payments that could give rise to the use of the Supple
mentary Resources.
These consultative arrangements, undertaken in a spirit of international
cooperation, are designed to insure the stability of the international payments
system.
I shall appreciate a reply confirming that the foregoing represents the under
standings which have been reached with respect to the procedure to be followed
in connection with borrowings by the International Monetary Fund under the
credit arrangements to which I have referred.
I am sending identical letters to the other participants-that is, Belgium,
Canada, Germany, Italy, Japan, the Netherlands, Sweden, the United Kingdom.
Attached is a verbatim text of this letter in English. The French and English
texts and the replies of the participants in both languages shall be equally
authentic. I shall notify all of the participants of the confirmations received in
response to this letter.
W. BAUMGAR'INER

PARIS, December 15, 1961

Monsieur WILFRID BAUMGARTNER,
Ministre des Finances et des Afjaires Economiques,
Paris
DEAR MR. MINISTER: This is in reply to your letter of December 15, 1961,
setting forth the understandings reached during the recent discussions in Paris
with respect to the procedure to be followed by the Participating Countries and
Institutions in connection with the borrowings by the International Monetary
Fund of Supplementary Resources under credit arrangements which we expect
will be established pursuant to a decision of the Executive Directors of the Fund.
On behalf of the United States of America, I am pleased to confirm that we are
in agreement with the statement of understandings as set forth in your letter of
December 1 5 , 1 96 1 . I am attaching, in accordance with your suggestion, the
French text of this letter of confirmation.

Sincerely yours,
DOUGLAS DILLON
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3. Letter from the French Minister of Finance
and Economic Affairs to the U.S. Secretary
of the Treasury
PARIS, January 9, 1 962
The Honourable DouGLAS DILLON,
Secretary of the Treasury,
Washington, D.C.
DEAR MR. SECRETARY: You have been kind enough to confirm to me your
agreement regarding the procedure to be followed in connection with borrowing
by the International Monetary Fund of Supplementary Resources from the Parti
cipating Countries and Institutions.
I have the honor to inform you that I have received similar confirmations
from the Minister of Finance of Belgium, the Minister of Finance of Canada, the
President of the German Federal Bank, the Minister of the Treasury of Italy,
the Minister of Finance of Japan, the Minister of Finance of the Netherlands, the
Governor of the National Bank of Sweden and the Chancellor of the Exchequer
of the United Kingdom.
I should also like to confirm to you the agreement of the French Government
regarding the terms of my letter of December 15, 1961.
I am notifying the other participants, as well as the International Monetary
Fund, of the general agreement thus realized with respect to the understandings
reached during the recent discussions in Paris.

W. BAUMGARTNER
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THE MONETARY REGIME OF LUXEMBOURG
An economic union was established between the Kingdom of Belgium and the
Grand Duchy of Luxembourg by the Convention of July 25, 1 9 2 1 instituting an
economic union, and the Convention of May 23, 1 935 instituting a common system
for the regulation of imports, exports, and transit, between the two countries.
These Conventions were amended by a Protocol of January 29, 1963, which also
provided (in Art. XXIII) for a consolidated text of all the provisions forming
the economic union.1 Arts. 1 , 2, 5, 23, and 3 6 of the Consolidated Convention
are published below. Fundamental provisions governing the monetary regime are
contained in a Special Protocol of January 29, 1 963; this is published below in its
entirety, together with an implementing Protocol of May 2 1 , 1 965.
The attention of the reader is directed in particular to Art. 6 of the Special
Protocol, which deals with certain central banking functions performed for
Luxembourg by the National Bank of Belgium, since Luxembourg has no central
bank; Art. 3, which provides for an alignment of the monetary policies of the two
countries; and Art. 4, which provides for a common exchange control regime.
It should be noted that in the monetary field the union of the two countries is
not as far-reaching as in the economic domain. In the monetary sphere the two
countries have only concluded an association, because both want to maintain their
monetary sovereignty. That is why Luxembourg has on its territory, besides Belgian
francs, a circulation of Luxembourg francs, and the modification of the exchange
rate of the two moneys needs a mutual agreement. The Luxembourg money is
issued by the Caisse Gem!rale de l'Etat, a dependency of the Ministry of the
Treasury, and administered by the Caisse d'Epargne de I'Etat which, as such, has
certain functions of a central bank.
Luxembourg accepted membership in the International Monetary Fund with
effect from December 27, 1945, in accordance with the Law of December 24, 1945
approving the Final Act of the United Nations Monetary and Financial Conference
held in Bretton Woods from July 1 to July 22, 1 944. The National Bank of
Belgium acts as fiscal agency in respect of the Fund, and the Caisse d'Epargne de
l'Etat of Luxembourg acts as depository for the Fund's holdings of Luxembourg
currency.
Luxembourg's initial quota in the Fund, US$ 1 0 million, was increased to
US$ 1 5 million with effect from September 17, 1964, pursuant to Resolution
No. 14-1 of the Fund's Board of Governors. Under Board of Governors Resolu
tion No. 20-6, Luxembourg may increase its quota to US$ 1 9 million in install
ments. By August 1 6, 1966, the quota had been raised to US$ 15.8 million.
With effect from December 18, 1946, Luxembourg agreed with the Fund on an
initial par value for the Luxembourg franc of 0.0202765 gram of fine gold per
franc or 43.8275 francs per U.S. dollar. With effect from September 22, 1949, the
Fund concurred in the proposal of Luxembourg to change the par value to
0.0177734 gram of fine gold per franc or 50 francs per U.S. dollar.
1 The 1 963 Protocol was published in the Moniteur beige of July 29, 1 965
(pp. 9054-9063 ) and entered into force on August 1, 1 965.
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The Consolidated Convention Instituting the
Belgian-Luxembourg Economic Union 2
ARTICLES 1 , 2, 5, 23, AND 3 1
Article 1
An economic union based on a customs union shall be instituted between the
Kingdom of Belgium and the Grand Duchy of Luxembourg.
Article 2
The territories of the High Contracting Parties shall be considered to form one
single territory as regards customs, common excise duties and common measures
for the regulation of external economic transactions; the customs boundaries
between the two countries shall be abolished.
Article 5
Legal provisions and regulations as regards customs shall be common to the
whole of the union.
Article 23
1. With a view to promoting the sound functioning of the union instituted by the
present Convention, the High Contracting Parties shall
-Pursue, in close consultation, a co-ordinated policy in the economic, financial
and social fields;
-Seek to reconcile the laws, regulations and administrative provisions which
directly affect the functioning of the union;
-Jointly ensure that no law, regulation or administrative provision shall unduly
hinder trade between the two countries;
-Endeavour to eliminate any disparities between laws, regulations and administra
tive provisions which might disturb competitive conditions in the markets of
the two countries;
-Render each other assistance with a view to ensuring the effectiveness of the
economic policy measures taken in each of the two countries.
2. The Governments of the High Contracting Parties shall take in the Committee
of Ministers such measures as are necessary to ensure the application of the
preceding provisions.
Article 31
1. Treaties and agreements relating to tariffs and trade, and international payment
agreements relating to external trade, shall be common.
2 Convention coordonnee instituant l'Union economique belgo-luxembourgeoise,
published in the Moniteur beige of August 3, 1965 (pp. 9 1 8 1-9 190 ) . The English
versions given here of Arts. 1, 2, 5, 23, and 3 1 are reproduced from United Nations,
Treaty Series, vol. 547 ( 1967), Registration no. 7955.
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They shall be concluded by Belgium on behalf of the union, subject to the right
of the Luxembourg Government to sign such treaties or agreements jointly with
the Belgian Government. No such treaty or agreement may be concluded, modified
or denounced without the Luxembourg Government's having been consulted.
2. In the case of multilateral treaties and agreements relating to the subjects
specified in paragraph 1, the two Governments shall agree, according to the
circumstances, on the procedure to be followed.
The same provision shall apply to all other bilateral or multilateral treaties and
agreements which are connected with the union or of which only certain clauses
relate to the subjects specified in paragraph 1 .
3 . The two Governments shall take the necessary measures to ensure the uniform

application, in the territory of the two countries, of all provisions of the treaties
and agreements referred to in this article, relating to the subjects specified in
paragraph 1, irrespective of the procedure applied in the conclusion of such
treaties and agreements.
4. The two Governments shall consult together with a view to defending the
interests of the union in relations with third States and in international organiza
tions of an economic character of which both Contracting Parties are members.
To that end, they shall endeavour so far as possible to arrive at a common position.
5. The Committee of Ministers shall determine the manner in which the preceding
provisions are to be applied.

The Special Protocol Between Belgium and the Grand Duchy
of Luxembourg Relating to the System of Monetary
Association 3
The High Contracting Parties to the Protocol amending the Conventions insti
tuting the Belgo-Luxembourg Economic Union;
Desiring to supplement the economic union between their two countries with a
system of monetary association, by giving final form to the monetary agreements
established pursuant to the Convention of 25 July 1 92 1 ;
Have agreed a s follows :
Article 1
1. Notes of the Luxembourg State, notes of the Banque Nationale de Belgique,
notes of the Belgian State and notes of the Banque Internationale at Luxembourg
shall be legal tender for payments up to any amount in the Grand Duchy of
Luxembourg.
Coins of every kind minted by the Luxembourg State or by the Belgian State

3 Protocole special entre la Belgique et le Grand-Duche de Luxembourg relatif
au regime d'association monetaire. The Protocol was approved by the law of
January 26, 1 965 and published in the Moniteur beige of July 29, 1 965 (pp. 90649066 ) . It entered into force on August 1 , 1 965. The English version given here is
reproduced from United Nations, Treaty Series, vol. 547 ( 1967 ) , Registration no.
7955.
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shall also be legal tender in the Grand Duchy of Luxembourg for payments up
to amounts to be determined by agreement between the two Governments.
2. The face value of the various types of currency notes or coins issued or minted
in the Grand Duchy of Luxembourg and the upper limit on the issue of such
notes and coins shall be determined by agreement between the two Governments.

Article

2

The rate of exchange between the Belgian and Luxembourg currencies and the
exchange rates in relation to the currencies of third countries shall be determined
in accordance with article 1 2 of the Treaty instituting the Benelux Economic
Union, signed at The Hague, on 3 February 1 95 8, and in accordance with the
procedure adopted for the implementation of that article.
If the Benelux Treaty should expire before this Protocol or should cease to
contain any provisions relating to the rate of exchange between the Belgian and
Luxembourg currencies and the exchange rates in relation to the currencies of
third countries, the provisions referred to in the preceding paragraph shall con
tinue to apply as between the Parties to this Protocol.
Article 3
On the understanding that the Luxembourg Government shall, so far as possible,
align its monetary policy with that pursued by the Belgian Government, the
Luxembourg Government reserves the right, within the framework of that policy,
to resort to its own methods of application, which may differ from those adopted
by the Belgian Government.
The two Governments shall communicate to each other the texts of such legal
provisions as they may adopt in this field.
Article 4
The Luxembourg Government shall introduce and apply the same legislation
as Belgium with respect to exchange control.
Such control shall be entrusted to a single body whose decisions shall be binding
throughout the territory of the Economic Union. The Grand Duchy of Luxem
bourg shall be represented in that body.4
Article 5
I . The Luxembourg State shall share, in a proportion to be determined by agree
ment between the two Governments, the various advantages and profits which the
Belgian State, in its capacity as sovereign State, derives from the operations of the
Banque Nationale de Belgique and which are owing to it from the latter.
4 The ultimate responsibility for the administration of exchange control has
been vested in the Institut Belgo-Luxembourgeois du Change. Authority to license
trade transactions and to determine import and export policy has been given to the
Belgian-Luxembourg Administrative Commission, which has delegated the issuance
of import and export licenses to the Licensing Offices of the Belgian-Luxembourg
Economic Union, one of which is located in each country.
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It shall share, in the same proportion, such income and disbursements as may
be receivable or payable by the Belgian State as the result of a change in the
book value of the gold and foreign currency holdings of the Banque Nationale de
Belgique caused by a change in the gold parity of the Belgian monetary unit or
in the prevailing rates of exchange.
2. The two Governments shall determine by agreement the amounts receivable
or payable in accordance with the principles set forth in this article.
A rticle 6
1 . The Belgian State shall establish the necessary contacts and agreements with
the Banque Nationale de Belgique with a view to facilitating access by the Luxem
bourg State and the Luxembourg economy to such credits as can be granted by the
Banque Nationale de Belgique and, in particular, with a view to the establishment
and maintenance at Luxembourg of an office of the Banque Nationale de Bel
gique with a discount department attached.
2. The necessary agreements shall be established between the Belgian State and
the Banque Nationale de Belgique with a view to enabling Luxembourg notes to
be changed for Belgian notes, free of charges or commissions to the holder, at all
the offices and agencies of the Banque Nationale de Belgique, both in Belgium
and in the Grand Duchy of Luxembourg.
A rticle 7
1 . Within the framework of the conventions between Belgium and Germany
regarding the marks withdrawn from circulation after the 1 9 14- 1 9 1 8 war, the
Belgian Government shall guarantee to the Luxembourg Government the same
treatment in respect of the marks held by it as it obtains for the whole of the
marks which the Belgian Government itself possesses.
2. The share of the interest payable by the Luxembourg Government for the period
1 June 1927 to 1 June 1 937 on the Currency Loan of 175 million francs issued in
the Belgian market on 1 June 1 922 pursuant to article 22 of the Convention of
25 July 1921, the amount of the Belgian notes which the Belgian Government
placed at the disposal of the Luxembourg Government with a view to the with
drawal of the marks circulating in Luxembourg territory after the liberation in
1 944, and the Luxembourg share in the net financial liability assumed by the
Belgian State in respect of advances, loans and supplies by both countries to the
Allied Expeditionary Forces during the same period, shall be represented by a
Treasury Bond for an initial amount of 1 ,672,703,538 (one thousand six hundred
and seventy-two million seven hundred and three thousand five hundred and
thirty-eight) Belgian francs bearing no interest, for the duration of the economic
union, and repayable at the termination thereof.
The Luxembourg Government shall apply to the amortization of the afore
mentioned Treasury Bond the share payable to the Grand Duchy of Luxembourg
of the advantages and profits which the Belgian State derives from the Banque
Nationale de Belgique in its capacity as sovereign State and whatever share might
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be payable to it in the event of revaluation of the gold and foreign currency
holdings of the Banque Nationale de Belgique.
A rticle 8
The Convention of 23 May 1935 regarding Financial and Monetary Questions
shall be abrogated.
A rticle 9
This Protocol shall form an integral part of the Convention for the establish
ment of an Economic Union between the Kingdom of Belgium and the Grand
Duchy of Luxembourg, as amended by the Protocol of today's date.
Done at Brussels, on 29 January 1963, in duplicate, in French and Dutch, both
texts being equally authentic.
For the Kingdom of Belgium :

For the Grand Duchy of Luxembourg :

Th. Lefevre
P.-H. Spaak

P. Werner
E. Schaus

The Protocol of Application of the Special Protocol Relating to
the System of Monetary Association Signed at Brussels,
on 29 January 1963, Between Belgium and the
Grand Duchy of Luxembourg 5
The Government of the Kingdom of Belgium,
and
The Government of the Grand Duchy of Luxembourg,
Considering the [Special] Protocol, signed on 29 January 1 963, relating to the
System of Monetary Association between the Kingdom of Belgium and the Grand
Duchy of Luxembourg,
Have agreed as follows:
A rticle 1
In the territory of the Grand Duchy of Luxembourg, coins minted by the
Luxembourg State or by the Belgian State shall be legal tender for payments
between private persons up to the same amounts as apply in Belgium in the case
of coins minted by the Belgian State.
The commemorative piece to be issued by the Grand Duchy of Luxembourg
on the occasion of the millennium of its capital city shall, provided that its face
value is not less than 1 00 francs, be legal tender for payments up to any amount.
5 Protocole d'execution du Protocole special relatif au regime d'association
monetaire, signe a Bruxelles, le 29 janvier 1963, entre la Belgique et le Grand
Duche de Luxembourg. The Protocol was approved by the Law of January 26,
1 965 and published in the Moniteur beige of July 29, 1965 (pp. 9066-9068 ) . It
entered into force on August 1 , 1 965. The English version given here is reproduced
from United Nations, Treaty Series, vol. 547 ( 1 967 ) , Registration no. 7955,
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A rticle 2
1. The face value of the different types of currency notes issued or coins minted
in the Grand Duchy of Luxembourg shall be established as follows:
Notes: 100 francs, 50 francs, 20 francs, 10 francs.
Coins : 1 00 francs, 50 francs, 20 francs, 5 francs , 1 franc, 25 centimes, 20
centimes.
Commemorative pieces for the millennium, referred to in article 1 : not more
than 500 francs.
2. The amount of the notes and coins referred to in paragraph 1 of this article
which is issued may not exceed, in relation to the maximum issues of ordinary
currency authorized by Belgian law, a limit corresponding to the relation between
the respective populations of the two countries plus an absolute amount of one
hundred and fifty million francs.
3. In so far as the information referred to in this paragraph is not the subject
of a monthly official publication, the two Governments shall provide one another
each month with statistical information, by category of coins and of notes, on the
issue and circulation of coins minted and notes issued by each State and of notes
issued by the Banque Internationale at Luxembourg.
The information supplied by the Luxembourg Government shall be presented
in conformity with the rules followed by the Belgian State with respect to its own
circulation.

A rticle 3
1. The following shall be calculated according to the relation between the respec
tive populations of the two countries, the rules with regard to the allocation of
the common receipts for which article 8, paragraph 2, of the consolidated text of
the Economic Convention, as amended by the Protocol of 29 January 1 965, pro
vides being applied for the purpose of determining that relation :
( a ) The Luxembourg State's share of the various advantages and profits which
the Belgian State, in its capacity as sovereign State, derives from the operations of
the Banque Nationale de Belgique.
(b) The Luxembourg State's share of such income and disbursements as may
be receivable or payable by the Belgian State as the result of a change in the
book value of the gold and foreign currency holdings of the Banque Nationale de
Belgique caused by a change in the gold parity of the Belgian monetary unit or
in the prevailing rates of exchange.
2. The schedule of items which, in the present circumstances, are to be shared
between the two countries in accordance with paragraph 1 (a ) of this article is as
follows :
( a ) One fifth of the reserve fund which would revert to the Belgian State upon
expiration of the right of issue of the Banque Nationale de Belgique in accordance
with article 6 of the Statutes of the Banque (Royal Decree No. 29 of 24 August
1 93 9, as amended by Legislative Decree No. 5 of 1 May 1 944, by Legislative
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Decree of 5 September 1944, and by Acts of 28 July 1948, 12 April 1957 and
1 9 June 1959 ) .
( b ) The amounts payable t o the Belgian State after a specified period o f time
whenever the Banque Nationale replaces or withdraws a type of note (article 9,
first paragraph, of the Statutes) .
The Grand Duchy of Luxembourg shall, however, share the liability of the
Belgian State resulting from the subsequent reimbursement of holders of notes
the equivalent value of which has been paid to it (article 9, second paragraph, of
the Statutes) .
( c ) The profit payable to the Belgian State as a result of the difference between
interest of 3 per cent and the rate of interest charged by the Banque on operations
relating to discounts, advances and loans (article 20 of the Statutes) .
(d) One fifth of the surplus annual profits of the Banque, which is paid to the
State after the allocation of an initial dividend to shareholders and of a part of
the remainder to reserves and to staff ( article 2 1 ( 3 (a ) ) of the Statutes) .
3. For the period 1 January 1927 to 3 1 December 195 1, the net amount due to
Luxembourg in respect of the shares referred to in paragraph 1 of this article
shall be set at a lump sum of two hundred and twenty million four hundred and
twelve thousand francs, as follows:
7,307,000
Proceeds of discount operations in excess of 3.5 per cent
fr.
16,5 1 1 ,000
Share in annual profits
5,676,000
Notes withdrawn from circulation
2 1,212,000
Stamp duties
8,261 ,000
Proceeds of the 1944 revaluation
141,445,000
Proceeds of the 1949 revaluation
Share in the amount received by the Belgian Treasury in respect
of notes not declared or exchanged on the terms prescribed in
the Belgian Legislative Decree of 6 October 1944 relating to
20,000,000
notes of the Banque N ationale de Belgique
fr. 220,412,000
A rticle 4
The following conventions and protocols, the provisions of which have been
replaced by new texts or have become otiose, shall be abrogated with effect from
the entry into force of this Protocol :
1. Additional Agreement to the Convention regarding Financial and Monetary
Questions concluded on 23 May 1935 between the Grand Duchy of Luxembourg
and Belgium, signed at London, on 3 1 August 1 944.
2. Additional Protocol to the Additional Agreement concluded at London on
3 1 August 1944 between Belgium and Luxembourg, signed at London, on 3 1
August 1944.
3. Exchange of correspondence of 20-21 April 1945, amending article 6 of
the Additional Protocol to the Belgo-Luxembourg Additional Agreement of
3 1 August 1944.
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4 . Second Additional Protocol t o the Additional Agreement concluded at
London on 3 1 August 1944 between Belgium and the Grand Duchy of Luxem
bourg, signed at Luxembourg, on 29 December 1 947.
5. Additional Agreement to the Convention regarding Financial and Monetary
Questions signed at Brussels on 23 May 1935 between the Grand Duchy of
Luxembourg and Belgium, signed at Brussels, on 15 April 1 952.
6. Additional Agreement to the Convention regarding Financial and Monetary
Questions concluded at Brussels on 23 May 1935 between the Grand Duchy of
Luxembourg and Belgium, signed at Luxembourg, on 6 July 1953.
A rticle 5
This Protocol shall enter into force simultaneously with the Special Protocol
between Belgium and the Grand Duchy of Luxembourg relating to the System
of Monetary Association, signed at Brussels on 29 January 1963.
Done at Brussels, on 21 May 1965, in duplicate, in French and Dutch, both
texts being equally authentic.
For the Government of the Kingdom of Belgium:
P.-H. Spaak
For the Government of the Grand Duchy of Luxembourg:
Roger Hastert
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APPENDIX VIII
A NOTE ON ANDORRA, LIECHTENSTEIN, MONACO,
SAN MARINO, AND VATICAN CITY 1
Andorra
The juridical status and legal regime of Andorra is unique. It is in the nature
of a coimperium, under which authority is exercised jointly by the President of
France and the Bishop of Urge!, who are frequently referred to, in terms
reminiscent of the feudal law which gave rise to the coimperium, as eo-princes.
The eo-princes are represented in Andorra by the Viguier de France and the
Veguer Episcopal.
No currency is issued in the name of Andorra. Both French francs and
Spanish pesetas circulate and serve as legal means of payment.
The area of Andorra is 453 square kilometers ( 175 square miles) and the
population is about 1 1 ,000. Andorra la Vella is the capital.

Liechtenstein
Since January 1, 1 924, the Principality of Liechtenstein has formed a customs
union with Switzerland by virtue of the Treaty concerning the union of the
Principality with the Swiss customs territory.2 The Treaty provides in Art. 1 that
the territory of the Principality shall constitute an integral part of the Swiss customs
territory, and in Art. 7 that the commercial and customs treaties concluded by
Switzerland shall apply in the Principality of Liechtenstein.
With effect from January 1 92 1 , Swiss notes and coins are legal tender in the
Principality. In addition, coins denominated in francs are issued in the name of
the Prince of Liechtenstein.
The area of Liechtenstein is 157 square kilometers ( 6 1 square miles) and the
population is about 18,000. The capital is Vaduz.

Monaco
The Principality of Monaco is linked with France by a customs union based
on the Convention of November 9, 1 865,3 In addition, the territory of the Princi1 With special reference to their monetary and customs regimes. Except for
Vatican City, the figures on area and population are based on United Nations,
Demographic Yearbook, 1 965 (New York, 1966 ) , Table 2, the figures for popula
tion being UN estimates for mid- 1964. The area and population of Vatican City
have been taken from The Statesman's Year-Book, 1 966-1967 (New York, 1966 ) ,
p . 1597.
2 League of Nations, Treaty Series, vol. 21 ( 1923-1924 ) , pp. 232-241 ( German
text) and pp. 242-26 1 (French and English translations) .
3 For the text of the Convention, see British and Foreign State Papers, vol. 5 1 ,
pp. 673-676.
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pality was, for purposes of exchange control, assimilated with that of France by
virtue of Art. 1 of the Convention of April 15, 1945,4 which provides that the
exchange control regulations that were in force in France on March 1, 1945 or
that will be adopted in the future shall apply fully in Monaco.
The Convention of April 15, 1945 was modified by an exchange of notes on
May 18, 1963.5 In particular, Arts. 4, 6, and 8 of the 1945 Convention were
clarified with the intent to make applicable in Monaco the French laws and
regulations concerning banks and financial institutions (Point 1 of the 1963 Con
vention) . Moreover, all implementing ordinances of a general nature, whether
in the form of decrees (arretes) or decisions, emanating from the French authori
ties responsible for credit control (such as the National Credit Council or the
Banking Control Commission ) shall be applicable in Monaco from the time they
have been communicated to the Monegasque authorities and the financial insti
tutions concerned (Point 2 of the 1963 Convention) .
The French franc is the basic monetary unit and French notes and coins are
legal tender in Monaco. In addition, coins denominated in francs are issued in
the name of the Prince of Monaco.
The area of Monaco is 149 hectares ( 368 acres) and the population is about
23,000. The capital is Monaco-Ville.

San Marino
The Republic of San Marino is linked with Italy by a customs union based on
the Convention of March 22, 1862.6
Italian notes and coins are legal tender in San Marino. In addition, coins
denominated in lire are issued in the name of the Republic.
The area of San Marino is 6 1 square kilometers (24 square miles) and the
population is about 17,000. The capital is San Marino.

Vatican City
The Vatican City State was established under the Treaty between the Vatican
and Italy of February 1 1, 1929, which entered into force on June 7, 1929.7 Art. 4
of the Treaty recognizes the sovereignty and exclusive jurisdiction on the part of
the Holy See with regard to Vatican City. The Constitution of the Republic of
Italy of 1947 incorporates this Treaty and related instruments into Italian law by
means of Art. 7.
The Vatican City Monetary Law No. 3 1 of December 3 1 , 1930 provides that
the monetary system of Vatican City shall be a decimal system and that the

4 The text of this Convention was incorporated in Decree No. 45-1 106 of
May 16, 1945; see Journal 0/ficiel (Paris ) , June 1, 1945.
5 Journal 0/ficiel ( Paris ) , September 3 , 1963.
6 For the text of the Convention between Italy and San Marino for the Preserva
tion of the Independence of the Republic of San Marino, see British and Foreign
State Papers, vol. 55, pp. 965-970.
7 For the text of the Treaty in English, see A merican Journal of International
Law (Washington) , vol. 23 ( 1929 ) , supplement, pp. 187-195, especially p. 188.
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monetary unit shall be the gold lira, equivalent to 0.079 1 9 gram of fine gold
(Art. 1 ) .s Actually, the Vatican lira is maintained at par with the Italian lira, so
that the par value agreed between Italy and the International Monetary Fund
(0.00142187 gram of fine gold per lira or 625 lire per U.S. dollar) is also of legal
significance for Vatican City.
Under Art. 2 of the 1930 Monetary Law, the coinage and issue of gold, silver,
nickel, and bronze coins is authorized. The quantity that may be put into circula
tion by Vatican City is limited by agreement with Italy; for example, the Protocol
of July 25, 1962 9 provided that in 1961 coins other than gold coins could be
issued in amounts not exceeding the equivalent of 100 million lire and in 1962,
the year of the opening of the Second Vatican Ecumenical Council, in amounts
not exceeding the equivalent of 300 million lire.
Italian notes and coins that are legal tender in Italy are also legal tender in
Vatican City (Art. 6 of the 1930 Monetary Law ) .
For information o n coins issued i n the Papal States from the ninth century to
1 870, see Rem� Sedillot, Toutes les monnaies du monde: Dictionnaire des changes
(Paris, 1955 ) , under "Etats de l'Eglise," pp. 175-176; see also "Lire Vaticane,"
p. 292, and "Lira," pp. 290-29 1.
The area of Vatican City is 44 hectares ( 108.7 acres) and the population is
about 900.
8 For the text of the Monetary Law in French, see League of Nations, Economic
Intelligence Service, Monetary and Central Bank Laws, edited by Paul Singer
( Geneva, 1 932 ) , Fascicle 30, pp. 3-4.
9 For the text of the Protocol, see Gazetta Ufficiale de/la Repubblica ltaliana
(Rome ) , October 1 1 , 1962, p . 4 1 8 1 .
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