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The Banking (Amendment) Decree, 1996 Short il

- BeingaDecreeton mend the Banking Aot inoraer to increase
the minimum pald-up capital, the capital adequacy ratio and other
madters related to banking.

PursuaNT to paragraph 3 of the Proclamation entitled “The
Administration of Sierra Leone (National Provisional Ruling Council)
Proclamation, 19977, the National Provisional Ruiing Council makes
- and issues the following Decree— e |
[14th March, 1996] Dateof
; ) ; : : o © Commencement.
. Awn 0 g The Banking Act, '1970.(hereafter:eférrtéd to as Ban;_;mgm -

o0 e srncipal Act”)is amended by he fusertion n section 2 st
© of the followiuy new definition in the appropriate places—




Section 6 2.

Flso
Fiig

Banking (Ameadment) Decree 1991,

“development hank' means a bank whose lendiy
and investment activities are mainly direcied
rowards the development of the cconomy, by the
oxtension of short, medium/or long-term financial
ASSIS{ANCC:

scomimercial bank™ means any bank other than 4
development bank or a rural bank;

“rural bank” meansabank which basesitsoperations
mainly in the rural areas and provides banking
services mainly to the people in such areas.”

The principal Act is amended by repealing section 6 and

repealedand b 1acing it with the following section —

replaced.

“Minimum
paid-up
capital,

6

ne
Jicensed to carry on banking business in Sierra I eone

(1) No company 0Or co-operative society
orporated or registered in Sierra Leone shall be

unless —

(ci)

(b)

(c)

in the case of commercial banking, it maintains
unimpaired minimum paid-up capital of three
hundred million leones: ‘

in the case of development banking, it maintains
unimpaired minimum paid-up capital of one
billion leones; and

in the case of rural banking or co-operative
banking it maintains unimpaired minimuimn paid-
up capital of such amount as the Central Bank

may prescribe.

(2) No bank registered outside Sierra Leone

shall be licensed to carry on banking business unless

it maintains unimpaired minimum assigned capital of

six hundred million leones for commercial banking

~ business and two billion Ieones for development
banking business respectively.
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(3)  The assigned capital of a bank referred to
in subscction (2) shall be remitted to Sierra Leone in
a convertible currency and shall be held in deposit
with the Central Bank in the form of cash or
unencumbered securities of the Government.

(4) The Central Bank may, in consultation
with the Minister allow any or all the banks referred
to in subsection (1) such time or extension of time 1o
comply with the requirements of minimum paid-up
capital as the Bank may consider appropriate”.

3. The principal Act is amended by the insertion immediately ,Secti?% 6A
i ‘ . . . . mseried.
after scction 6 of the following new section —

“Capital 6A (1)  Tivery licensed bank shall at all times after

adequacy. adate 1o be notified in the Gazette by the Central Bank
maintain a minimum capital adequacy ratio of six
pereent.

(2)  The Central Bank may fix a higher capital
adequacy ratio with the priorapproval of the Minister—

(a) with respect to a particular bank: or

(b) generally with respect to all banks
and for such period as the Central
Bank may determine.

(3) The capital adequacy ratio shall be
measured as a percentage of the capital base of the
bank to its adjusted asset base in accordance with the
provisions of the Fourth Schedule.

(4) Any bank which fails to maintain the level
of capital adequacy determined under subsection: (1)
shall be liable to pay to the Central Bank on each day
that the deficiency continues, as penalty, one half per
mille of the difference between the capital adequacy
that the bank should have maintained and the level of
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5. The principal fuct & zmended by

and replacing it with the following section —
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accumnilated or unprovided for losses,

$ 7L CFF

(2) For the p
“capitalizsed expendi wre“

i1 L5
crpenses, shareselling commissions, brokerzoe losses

incurred by the bank znd (:,; ¥ r,aﬂ: #emsofexpendinze
not represented by tangible anseis,

(3) Mo bank shall declare or pay zny dividend
onits shareginanyy {,afif the Er::a Fi@imm adeguacy
of the bank is less than that prescribed by secticn 6A.

(4) Whereabankdeclaresor payszny dividend
incontravention of subsection(1jor (3}, every director
of the bank shall be liable {5 pay to the Central Bank
a penalty of not less than half 2 million leones.

(5) N@duectomﬁaibeimb{empa ythe penalty
ifhe proves to the satisfaction of the Central Bank that
the contravention was committed without hisconsent
or connivance by a person other than himself and that
he exercised all due diligence to prevent the
comimnission of the contravention having regardm all

the circumstances.” ﬁ,

6. ThepnncmalAatxsamm@dbyrepealmgmMandsaama .
. replacmgztmmmefollawmgmww . e

Cmdztmk 14 (1) N{}hcensedbankshaﬁgrantmyadvm .
em“' or credit or undertake any financial guarantee or
e mdemmty iecrmr&cpeaofanyaﬁemergrm;}.
fcf persensermrry gazanyoth&: mmgnsf&r@yi .
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e persan ar group ol pecsons which constinges in
ther g gregaie sliahility (o e bank amounts N0 more
- M twenty -Hive pereent of the net-worth of the bring
ol the eise of i séiwvnrrtrﬁ Advinee, qﬁgf«iii:
o Hinsncial grgntee or indemnity, the bk shinil ticit
Centeid sach facdtdes in the ARPTEEACLOOre tipg oy
frer vent of the net-worth of the bank '

_ (23 I the case of transactions between Banks
e aggregate of credi exposures and other (i

ancipl
o puseantees oF indemigion loany single bank or ban): iy
groupshisl ot otherwise than with the wrtlen approyal
of the Centeal Buiik, exceed 50 percent of (he nep.
witth of the bank undenaking sucl CXPOSIITCs o1 50)
i cent ol the net-worth of the counter- party bank 1
OF i respect of which such facilitics are cxlended,
- whichever of the (wo amnonnt iy lesser,

() A dleensed bink shatl not-—

- (a) pront any advance or eredil acility
Agalngt the security of it own shares:

(b gt or permit o be granted

(i) unsecured advances or credit
~ fagilities (o any of its dircetors

~ whether such advances or
 fucilities are obtained by its
o directory Jointly or severally;

o ny loan or credit facilities in

- excess of two percent of the

~ bank’s net worth to any firm or
- company or group of firms or

- companics in which any of the
bank's dircetors or officials s




mid

i fieiﬁff;”

(¢

()

(¢)

{ \m: mi:m it 1?1*( Yee 1901,

the cose of an unsecured loan or
credit tacHity the bank <hath pe
grant such immm et f,i,f__flit-“-;
ioan amount which i the
agaregate exceeds one-third ol
such pereentage;

prant or pernmnitto be outstanding to ity
officials and cmployees unsecuored
advances orunsecured credit facilities
which in aggregate amount for any
one official or employee exceed onc
year' s emoluments of such official or
cmployee;

cngage, whether on its own account
Or on a commission basis, in the
wholesale or retail trade, including
the import or export trade, cxccp{ in
s0 far as may cxceptionally be
necessary in the course of the banking
operations and services of that bank
or in the course of the satisfaction of
debts due to it

acquire or hold any part of the share
capital of any finanacial, commercial,

agricultural, industrial or other

undertaking exceptsuchsharc holding
as a bank may acquire in the course of
the satisfactionof debts due to it which

share holding shall, however, be

disposed of at the carliest suitable
moment:

~ Provided that this pm‘agraphfe_

(1) slmll not pmu}t the purchase

i i s s e

and sale of shares or stock upon .
-~ the order .».mcl for the du,oum of a -
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customerand without recoypge:
ind :

(i) shall notapply

() in ’rcs.pccl ol any share
holding approved by (e
Central Bank  in any
corporation set up for e
purpose o nsuring bank
deposits orof promaoting (he
development of a money
market or securities markel
i Sicrra Leone or of
facilitating the financing of
cconomic development:

(bb)y toallshare holdings inother
unduunkhumlhcuggnmum
vitlue of which does not at
any time exceed twenty-five
per cent of the sum of the
paid up or assigned capital
and published reserves of
that bank:

purchase, acquire or lease real estate
exeept as may be necessary for the
purpose of conducting its business
including provision for future
expansion or housing its staff or in
other exceptional circumstances
where the agreement of the Central
Bank is obtained:

Provided that a bank may secure a
debt on any transferable real of other
property and in default of repaylr{f,:nt
may acquire such property for rc§(ille
by the bank as soon as possiblc
thereafler.
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(el the Lok has complied with the
televint provisions of this Act,

Ay The anditon shindb submit a long form audit
feport Gy the aocounts aind the affairs of the bank
prier 313;, aned i addition his comments i res et of
the matters specified i the Fifth Schedule,

(%5 3M€kﬂnﬂ§HManhymMqumsma
ity the inzette wnetid the P mh Schedule,

(6)  The Central Bank may at any tine at the
crpense of the bank-- :

(1) vequice the nuditor (o undertiake such
further audit or provide such
additional information or both s the
Centrnl Bank  may  consider
NECEARATY ' |

(b} engage an imk*;muiuat auditor to.
~ audit either in whole or in part u:i,

:awmms of the b,mk
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“Mintnn 21 (1) Livery licensed bank shall maintain ag 4
liquidity times such amount of liquid assets as may from time
fequitements o ime be preseribed by the Central Bank and notified

the bank.

(2) Theamountso prescribed shallbe expressed
as a percentage which such assets shall bear to the
oross demand and time Iiabilites of each bank,

(3) No bank shall be required to maintain g
higher percentage than any other bank.

(4) For the purposes of this section, advances
granted to a bank by any other bank or by an overseas
branch, office or wholly owned subsidiary of the same
bank, shall be excluded from any compuitation of the
bank’s demand and time liabilities.

(5) For the purposes of this section “liquid
assets” shall consist of freely transferable assets, free
from any charge or lien, and of all or any of the
following classes—

(a) notesandcoins which are legal tender
in Sierra Leone;

‘(b) balances in current account with the
~ Central Bank;

(c) inland bills of exchange and
promissory notes which are eligible
for rediscount at the Ceniral Bank,
subject to such limitations in amount
as the Central Bank may prescribe;

(d) treasury bills issued by the
~ Government and maturing within
ninety-three days; and

(e) suchother assets as may be specified
by the Central Bank in consultauon
- with the Minister,
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(2 Phe Centead Bank may, on representation
il 1o 10 by any band adtfected by the direction or oy
it own motion, modity or cancel any direction issued
tndersubsection Chand i so moditying or canceling
any ditection ay impose such conditions as it thinks®
L, subject to which the modiltcation or cancellation

shiadl have effect,

(4 Any director, executive, manager or othey
afficind of o bank who fails (o take all steps necessary
to secure complinnee by the bank ol the directions
isaned by the Clentral Bande, shall be punishable in he

sainer and 1o the extent prescribed under section 25
of this At

Vstisily aiidd FE The principal Act is amended by the insertion immediately
f";’”’_m ; alter the Third Schedule of the Tollowing new Schedules—
cep ey ;

T RE -il

FOUIRTH SCHEDULE
(SECTION 6A)
CAPITAL ADEOUACY

[ Capital Base

(h "Captialbase” shall comprise primary capital and secondary capital,

(0 The sumof primary and secondary capitalas indicated in paragraphs
Sand 4 shall not be less than 6 percent of the adjusted asset base
subject to the total ofsecondary capital being limited (o a maximum
ol 50 per cent of the total primary capital; and not more than one-

hadtof the total of sccondary capital shall be in subordinated term
debt, i | -

(1) _ l_'lémfl;mijt;m&; from--

(@) primary capital shall be goodwill, other intangible assets,
[ixed assets exclusive of revaluation reserves and anticipated
losses not yet provided for; ' f
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“Primary capital” " includes permanent sharcholders' equity (ssued
and fully paid ordinary shares), disclosed reserves (ereated or
increased by appropriation of retained carnings or other surplus
profits and other distributable and Jegal reserves excluding
revaluation reserves and bonus issues of equity out of revaluation -

A

IeServes).
4, “Sccondary capital” includes-—
(@) hybrid (debt or equity) capital instruments which are—
(i) unsecured, subordinated and fully paid up;

(i) not redecmable at the initiative of the holder or
without the prior consent of the Central Bank;

(iii) available to absorb losses without the bank being
obliged to cease trading; and

(b) subordinated term debt, which includes conventional
unsecured subordinated debt, capital instrument with a fixed
term to maturity and limited life redeemable preference shares
in excess of five years which are not normally available 10
absorb the losses of a bank which continues trading.

5. “Connected lending” means any loans, advances or credit facilitics
extended by a bank toits subsidiary, associate or holding companies
or to a company or firm in which any of its directors or principal

sharcholders owns or holds more than 20 per cent of the issued and

paid-up share capilal.

FIFTH SCHEDULE
(SECTION 20A)

MATTERS TO BE INCLUDED IN THE LoNG ForM AubiT REPORT

Accounting, management information and internal controls:

(a) the accuracy and reliability of the accounting :yst - ©

general;

»
i
.
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(b)  the effectiveness of the manacement inf.
¢ management information system:

(¢)  the effectiveness and enforcement of internal controls:

(d)  the accuracy and reliability of completion of the prudential

returns to the Banking Supervision Depariment of the Central
Bank.

7 Comments on the financial accounts

(@) the financial performance of the bank during the period under
review including—

(1) thereliability and compositionof reported eamings§
(i) the breakdown and analysis of operating costs;
(iii)  the liquidity and capital adequacy ratios;

(b) the accounting policies and valuation criteria applied in the
preparation of the accounts;

(¢c) the adequacy of provisions made—

(i) against the advances portfolio, investments and
other asset accounts;

(n) against off-balance sheet items;

(m) for credits, accruals and other habmues,

ther adjustments made by thc afud_itors o

(d) re-classifications and o |
. wd y submitted for audit

to the accounts originall
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any adjustments not made o the accounts because

(¢) details of
they are not considered to be material:

(/) details ol any arcas where the Manual ol Accounting for
Banks issucd by Central Bank has not been complied with;

(p) the full accounts of the bank for the period under review,

3. Audit work
(@) Theadequacy of work undertaken by the bank’s internal audit
department. The extent to which the external auditors have
relied on the internal audit department's work when performing

their own duties;

(h) the amount of audit work undertaken in particular arcas
including scope of the tests, sampling criteria, coverage
achieved, extended work and confirmation exercise with third

partics;

(c) the results of audit work undertaken;

(d) the effectiveness and timeliness of remedial action taken
following the previous year's management letter and long
form audit report from the external auditors;

(e) detailsof any areas where the Manual of Auditing for External

Auditors issued by the Central Bank has not been complied

with.
MADE AND IssUED this 9th day of ngmcxry, 1996,
BRIGADIER JULIUS MAADA BI

Chairman, .
National Provisional Ruling Council.




