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1. This Act may be cited as the Financial Institutions Act.
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2. In this Act, unless the context otherwise requires -

"abandoned property" has the meaning given in section 59;

"administrator", in relation to a financial institution, means any person who is a director or managing director of such institution, or in the case of a branch of a foreign financial institution, the person designated as managing agent pursuant to section 313(1) of the Companies Act;

"assigned capital", in relation to a branch of a foreign financial institution, means unimpaired capital assigned to the branch by its head office;

"automated teller machine" means a terminal device, whether installed by a financial institution or other person, which is linked directly or indirectly to a computer system used by a financial institution and which provides facilities to the customers of the financial institution;

"bank" means any person licensed under this Act to conduct banking business;

"banking activities" means the activities that are listed in section 4;

"banking business" means the business of receiving deposits of money or other repayable funds from the public and extending credits for its own account;

"banking licence" means a licence to conduct banking business granted under section 6;

"Board" means the Board of the Central Bank;

"branch" means a place of business that forms a legally dependent part of a financial institution and conducts directly all or some of its licensed activities;

"Bureau de Change" means a person licensed under this Act to carry on foreign exchange business;

"Bureau de Change Licence" means a licence granted to a person under section 6 of this Act;

"capital base" means the capital base referred to in section 23(4);

"Central Bank" means the Central Bank of Seychelles established by section 3 of the Central Bank of Seychelles Act;

"close relation", in relation to an administrator or a natural person holding a substantial interest in a financial institution, means spouse, parents, children or dependent relatives;

"control", in relation to a financial institution, means the relationship between the financial institution and any body corporate in which the financial institution -

(a) directly, indirectly or acting through one or more persons owns, controls or has the right to vote 20 percent or more of its voting shares or has the right to elect a majority of its directors; or

(b) exercises such a controlling influence as the Central Bank may determine;

"core capital" means the core capital referred to in section 23(4);

"credit" means any commitment to disburse a sum of money in exchange for a right to repayment of the amount disbursed and outstanding and to payment of interest or other charges on such amount, any extension of the due date of a monetary claim, any guarantee issued, and any commitment to acquire a debt security or other instrument stipulating the payment of a sum of money;

"Credit Information System" means a Credit Information System established under the Central Bank of Seychelles Act 2004;

"debt security" means any negotiable instrument of indebtedness and any other instrument equivalent to such instrument of indebtedness, and any negotiable instrument giving the right to acquire another negotiable debt security (which may be in certificate or in book entry form) by subscription or exchange;

"deposit" means a sum of money paid on terms -

(a) that it is to be repaid in full, with or without interest or premium of any kind, and either on demand or at a time agreed by or on behalf of the person making the payment and the person receiving it; and

(b) that is not referable to the provision of property or service or the giving of security, whether or not evidenced by any entry in a record of the person receiving the sum, or by any recent, certificate, note or other document. A sum of money paid to a body corporate in exchange for the issuance of corporate debentures or corporate bonds is not deemed to constitute receipt of a deposit or repayable funds under the meaning of this Act, unless such activity is done on a frequent basis as determined by the Central Bank;

"director" has the meaning given in section 2(1) of the Companies Act, and in relation to a branch of a foreign financial institution includes the person designated as managing agent pursuant to section 313(1) of the Companies Act;

"financial institution" means -

(a) any bank; or

(b) any Bureau de Change, and, for the purposes of this Act, all branches and agencies of a financial institution in Seychelles are deemed to be one financial institution;

"foreign exchange business" means the business of buying and selling of foreign currency;

"foreign financial institution" means a financial institution established under the laws of a country other than Seychelles;

"group of closely-related customers" means -

(a) two or more persons who, unless it is shown otherwise, constitute a single risk because one of them, directly or indirectly, has control as defined in this section above, over the other or others;

(b) two or more persons between whom there is no relationship of control as defined in paragraph (a) but who are to be regarded as constituting a single risk because they are so interconnected that if one of them were to experience financial problems the other or all of the others would be likely to encounter repayment difficulties;

"local financial institution" means a financial institution established under the law of Seychelles;

"Minister" means the Minister for the time being responsible for finance;

"net profits" means profits after providing for management charges and taxation;

"place of business" means any branch, agency or mobile office of a financial institution in Seychelles which is open to the public;

"reserve funds" means such funds transferred to the reserve fund under section 24;

"rupees" means rupees in Seychelles currency;

"sell" includes -

(a) to sell by auction;

(b) to offer or attempt to sell;

(c) to expose, display or advertise for sale;

(d) to sell or hire under a hire-purchase or installment sale agreement; or

(e) to exchange or dispose of goods or services for any valuable consideration, and the expressions "to purchase" and "to buy" shall be construed accordingly;

"substantial interest" means holding individually or together with a close relation, directly or indirectly, 10 percent or more of the capital or of the voting rights of a company or undertaking or, directly or indirectly, exercising such significant influence over the management of the company or undertaking as the Central Bank may determine;

"subsidiary" means any body corporate in which another person or group of persons acting in concert holds -

(a) the equivalent of fifty percent or more of the voting shares; or

(b) a substantial interest that permits such other person or group of persons to exercise effective control over the management or policies of the subsidiary;

"unsecured" -

(a) in relation to credits, means credits granted without security;

(b) in relation to credits against security, means any part of those credits which at any given time exceeds the market value of the assets comprising the security given, or which exceeds the valuation approved by the Central Bank at any time when it considers that no market value exists for those assets.
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3.(1) A person shall not advertise for or engage in banking business or foreign exchange business, as the case may be, in Seychelles without being issued by the Central Bank -

(a) a banking licence;

(b) a bureau de change licence;

(2) A person who holds funds by doing banking business, offshore banking business or foreign exchange business without a licence under subsection (1) shall repay those funds pursuant to the directions of the Central Bank.

(3) A licence granted under this Act is granted in writing for an indefinite period of time and shall not be transferable. The licence shall specify the activities which the holder of the licence is authorised to undertake and the terms and conditions under which it has been issued.

(4) No person other than a company incorporated under the Companies Act or an overseas company registered under section 310 of the Companies Act shall be issued a licence under this Act. A banking licence for a branch in Seychelles shall only be issued to a financial institution incorporated outside Seychelles authorised to engage in the business of receiving money deposits or other repayable funds from the public in the country where its head office is located.
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4.(1) Banks may engage only in the following activities -

(a) receiving money deposits (in the form of demand deposits, time deposits or other forms of deposit) or other repayable funds, bearing interest or not;

(b) extending credits, including but not limited to consumer and mortgage credit; factoring, with or without recourse; forfeiting; financing of commercial transactions; and issuing credit cards;

(c) financial leasing;

(d) buying and selling for its own account or for the account of customers (including underwriting) of money market instruments (including inter alia cheques, bills of exchange and certificates of deposit); futures and options relating to debt securities or interest rates; exchange and interest rate instruments; and debt securities;

(e) providing money transmission services;

(f) buying and selling foreign currencies, including contracts for the future sale of foreign currencies;

(g) issuing and administering means of payment (including payment cards, travellers' cheques and bankers' drafts);

(h) money broking;

(i) safekeeping and administration of valuables, including securities;

(j) providing services as a portfolio manager or adviser;

(k) providing credit reference services; and

(l) anything that shall be incidental to the foregoing.

(2) Bureaux de Change may engage only in the following activities -

(a) buying and selling of foreign currency in the form of notes, coins and travellers' cheques;

(b) buying and selling of foreign currency without the limitation in paragraph (a), for an additional class of bureau de change; and

(c) anything that is incidental to the respective activities under paragraphs (a) and (b).

(3) Financial institutions may be authorised in writing by the Central Bank to own subsidiaries that engage in other activities. Such authorisation shall for each subsidiary list the activities that it may engage in and the activities of the subsidiary shall be restricted to those listed in the authorisation.
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5.(1) Any company incorporated under the Companies Act or financial institution incorporated outside Seychelles seeking to establish a branch in Seychelles may apply for a licence; such application shall state the type of licence requested and be made in writing to the Central Bank in such manner as the Central Bank may specify and shall include -

(a) an authenticated copy of the instrument of incorporation under which the applicant is formed, together with the memorandum of association or by laws, if any, and the address of its head office;

(b) the amounts of the authorised and subscribed capital of the applicant, including the amounts that have been paid in, or the assigned capital in the case of a branch of a financial institution incorporated outside Seychelles;

(c) the name, nationality, residence and business or profession of every administrator, together with a statement detailing the qualifications and professional experience and at least three references;

(d) the name, nationality, residence and business or profession of every person holding a substantial interest, together with at least two references verifying good financial standing, and, where the person holding a substantial interest is a body corporate, copies of the latest three audited annual balance sheets and profit and loss accounts where applicable;

(e) a list of all shareholders and ultimate beneficial owners of shares stating the name, address and respective shareholding;

(f) for each administrator and person holding a substantial interest an affidavit duly signed by the individual stating convictions for crimes, past or present involvement in a managerial function in a body corporate or other undertaking subject to insolvency proceedings or personal bankruptcy filings, if any;

(g) copies of the latest three audited annual balance sheets and profit and loss accounts of the applicant, and in the case of a newly formed company, financial projections for the next 3 years;

(h) a business plan setting out the business objectives and types of activities of the proposed financial institution, including a description of its organisational structure and internal controls together with projected balance sheets, profit and loss accounts and cash flow statements for the next three financial years;

(i) a statement by the auditor selected to be appointed indicating the auditor's willingness to take on this task;

(j) a list of companies in which the applicant holds shares, specifying the number of shares and the registered addresses of those companies;

(k) the location of the principal and other places in or outside Seychelles where it proposes to conduct business, and in the case of a mobile office, the area to be served;

(1) in the case of an application by a financial institution incorporated outside Seychelles, in addition,

(i) a certificate of designation specifying the name, nationality, residence and business or profession of its managing agent, being the officer, agent or other person in Seychelles responsible for carrying out the functions of the financial institution and on whom any process may be served;

(ii) a statement that the foreign supervisory authority responsible for the supervision of the applicant in the country of incorporation is aware of the application and exercises consolidated supervision;

(m) in the case of an application by a bank incorporated outside Seychelles seeking to establish a branch, in addition, a sworn undertaking of its head office through its principal officer, supported by an appropriate resolution of its board of directors, that it will, on demand of the Central Bank, make available, in such currency and at such place as may be specified by the Central Bank, funds necessary to cover all obligations and liabilities incurred in the conduct of banking business authorised under the banking licence;

(n) proof of payment of the application fee as prescribed by the Central Bank;

(o) such other information as the Central Bank may require.

(2) An application for a licence to solely conduct foreign exchange business does not require the information or documents specified under subsection (1)(i), (j) and (1)(ii) above.

(2A) The Central Bank may revise the requirements for information or documents under this section for each class of Bureau de Change.

(3) The application and every document submitted in accordance with subsection (1) shall be signed by the directors of the applicant, or by a principal officer of the applicant duly authorised so to do. Where documents are not executed in the English language, certified translations in English must be submitted as well.

(4) For the purpose of subsection (1)(k), an automated teller machine by itself shall not constitute a place of business.
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6.(1) In considering an application for a licence received under section 5, the Central Bank shall conduct such investigation as it may deem necessary and shall grant a licence to the applicant on being satisfied as to -

(a) the validity of the documents submitted under section 5(1);

(b) the -

(i) financial status; and

(ii) history of the applicant, where the applicant is an established financial institution;

(c) the character and professional experience of its administrators;

(d) the identity and character of its owners, in particular persons holding a substantial interest;

(e) the adequacy of its capital structure;

(f) its ability to cover all obligations and liabilities incurred in the conduct of the proposed business to be authorised under the licence;

(g) the soundness of its proposed operations;

(h) the viability of the business plan;

(i) in the case of a branch or subsidiary of a financial institution incorporated outside Seychelles, the adequacy of supervision exercised on a consolidated basis by the foreign supervisory authority;

(j) any risks or corporate activities which may affect the applicant or the international standing and good repute of Seychelles; and

(k) any other criteria as the Central Bank considers relevant.

(1a) For the purpose of subsection (1)(c) and (d), the Central Bank shall have regard to the following -

(a) the applicant's probity, competence, experience and soundness of judgment for fulfilling the responsibilities of the proposed business;

(b) the diligence with which the applicant is fulfilling or is likely to fulfill these responsibilities;

(c) the applicant's educational and professional qualifications, and membership of professional or other relevant bodies as applicable;

(d) the applicant's knowledge and understanding of the professional obligations to be assumed or undertaken;

(e) any evidence that the applicant has committed an offence involving dishonesty or has contravened a law designed to protect any member of the public arising from dishonesty, incompetence, malpractice or conduct of discharged or undischarged bankrupts or otherwise insolvent persons;

(f) such other information which may come to the notice of the Central Bank;

(2) Within 30 days after the receipt of an application, the Central Bank shall inform the applicant whether the application is deemed complete or specify the additional information required to make the application complete.

(3) Within 90 days after the receipt of a complete application, the Central Bank shall -

(a) grant a licence; or

(b) inform the applicant that it has refused to grant a licence giving the reasons for the refusal:

Provided that the Central Bank shall be under no duty to give reasons where -

(i) it is precluded by law;

(ii) information has been disclosed to the Central Bank under conditions of confidentiality between the Central Bank and any public sector agency or law enforcement agency; or

(iii) information has been disclosed to the Central Bank under conditions of confidentiality between the Central Bank and any other foreign regulatory agency pursuant to a memorandum of understanding, an agreement or a treaty entered into by the Central Bank or the Republic of Seychelles.

(4) Where a licence is granted under this Act, the Central Bank shall publish in the Gazette and in a local newspaper a notice to that effect specifying the name of the financial institution and the activities authorised by the licence.
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7.(1) In granting a licence, the Central Bank may specify the terms and conditions which shall be complied with by the financial institution.

The financial institution may only start its operations once the annual fee for its first year of operation has been paid to the Central Bank.

(2) A financial institution holding a licence shall not engage in any business other than the activities specified therein.
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8. A financial institution holding a licence shall display a copy of that licence conspicuously in a public part of each place of its business in Seychelles and shall continue to keep that copy so displayed.
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9.(1) The operations of a financial institution are subject to statutory directions and instruments made under this Act and to any determination, notice or other requirement that may be made or issued by the Central Bank from time to time under or in accordance with this Act, the Central Bank of Seychelles Act or any other written law.

(2) Without prejudice to the Companies Act, no local financial institution shall, without the prior written approval of the Central Bank, alter the instrument under which it is formed.

(3) The Central Bank shall approve no alteration which conflicts with this Act, the Companies Act or other laws.

(4) Without prejudice to section 312 or any other relevant provision of the Companies Act, every foreign financial institution shall notify the Central Bank of any alteration in the instrument under which it is formed within 30 days of the alteration.

(5) Every financial institution shall notify the Central Bank of any change in the registered shareholders or shareholdings of the financial institution within 21 days of such change or becoming aware of such change, whichever is the latest, where one shareholder holds or were to hold 5 per cent or more of the paid-up capital.
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10.(1) Every financial institution shall pay to the Central Bank such annual fee for its licence as may be prescribed by the Central Bank having regard to the costs of the Central Bank directly caused by its supervisory functions in relation to financial institutions. The Central Bank may prescribe different annual fees for different classes of financial institutions which shall apply uniformly to financial institutions within each class.

(2) The Central may prescribed different annual fees for different classes of financial institutions which shall apply uniformly to financial institutions within each class.

(3) With the exception of the year in which a licence is granted, where the holder of a banking licence fails to pay the annual fee prescribed under subsection (1) before the beginning of the year for which the annual fee is due, the bank shall be subject to an additional charge of 1 percent of the annual fee, per day.

(4) With exception of the year in which a licence is granted, where the holder of a bureau de change licence fails to pay the annual fee prescribed under subsection (1) before the beginning of the year for which the annual fee is due, the bureau de change shall be subject to an additional charge of 10 percent of the annual fee, per day
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11.(1) The prior written approval of the Central Bank is required -

(a) for a financial institution to open or close a branch or agency in any part of Seychelles, or to change the location of any existing place of business in Seychelles;

(b) for a local financial institution to open or close a branch, agency or office outside Seychelles.

(2) An approval under subsection (1) may be given subject to such conditions as the Central Bank may prescribe by regulations or specify in the written approval.

(3) Every financial institution shall notify the Central Bank before installing and operating an automated teller machine.
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12.(1) A person other than a bank shall not without the prior written approval of the Central Bank -

(a) use the words "bank", "savings" or, "savings and loan" or any of their derivatives in any language, or any other word indicating or likely to indicate the transaction of banking business, in the name, description or title under which that person is incorporated, registered or doing business in Seychelles; or

(b) make any representation to the effect that it carries on banking business in any billhead, letter paper, notice or advertisement.

(2) A person other than a financial institution shall not without the prior written approval of the Central Bank, use the words "financial institution" or any of their derivatives in any language in the name, description or title under which that person is incorporated, registered or doing business in Seychelles.

(3) Nothing in subsections (1) or (2) prevents the use of the words there specified or any of their derivatives in any language when it is for the sole purpose of organising a company for the purpose of applying for a licence under this Act.

(4) No person shall be granted or shall continue to hold a licence under a name which so closely resembles the name of an existing financial institution as would be likely, in the opinion of the Central Bank, to mislead the public.

(5) Except with the prior written approval of the Central Bank, no financial institution shall use, or refer to itself by, a name other than that under which it is licensed under this Act.

(6) Where the Central Bank approves a change of name under subsection (5), the Central Bank shall publish in the Gazette and in a local newspaper a notice to that effect specifying such name.

[bookmark: _Toc521419425][bookmark: zoupio-_Toc384980482][bookmark: _Toc384980482]Revocation of licence

13.(1) The Central Bank may revoke or vary the terms and conditions of a licence if the licensee -

(a) has obtained the licence on the grounds of false or fraudulent statements or other material irregularities connected with the licence application;

(b) fails to commence operations within a period of 6 months or such longer period as has been allowed in writing by the Central Bank;

(c) fails to comply with the terms and conditions of the licence or any corrective measures required by the Central Bank in accordance with section 53 (Central Bank's power over unsafe practices);

(d) no longer possesses the minimum amount of capital and reserves required by regulations under this Act or can no longer be relied upon to fulfil its obligations towards its creditors, and in particular no longer provides security for the assets entrusted to it;

(e) has failed to obtain prior approval of the Central Bank for the transfer of a substantial interest held in the financial institution;

(f) is insolvent or apparently insolvent; for the purpose of this paragraph a financial institution is apparently insolvent when the financial institution is not paying its financial obligations as they fall due or the Central Bank has determined that the capital of the financial institution is less than 25 percent of the minimum capital required pursuant to section 23(1) or (2) or that the capital base of the financial institution are 8 percent or below 8 percent of the total value of its assets determined on a risk adjusted basis or that the capital of the financial institution being its assets less liabilities is 1.5 percent or less of the financial institution's tangible assets on an unweighted basis;

(g) undergoes a merger, consolidation, amalgamation or division;

(h) is in breach of any material provision of this Act or of regulations, rules, orders or directions which are applicable to the licence or the licensee; or

(i) being a bank, has ceased for more than 3 months to engage in the business of receiving money deposits or other repayable funds from the public or extending credits for its own account;

(j) fails to pay the annual fee or charges within 14 days after the due date.

(2) The Central Bank shall give reasons for its decision under subsection (1).

(3) Subject to subsection (5), the revocation or variation of a licence under subsection (1) takes effect 30 days after the date on which the Central Bank gives notice of it to the licensee.

(4) The licensee may, within 15 days after receipt of notice under subsection (3), submit to the Central Bank reasons why, in the opinion of the licensee, the licence should not be revoked or the terms and conditions of the licence should not be varied or bring forth evidence that show the rectification of any irregularity which may have been the cause of the revocation or variation of the licence.

(5) At the latest 3 days before the revocation or variation of a licence is to take effect pursuant to subsection (3), the Central Bank shall -

(a) confirm the revocation or the variation with or without modification; or

(b) withdraw the revocation or the variation unconditionally.

(6) A notice of any action taken under subsection (5) shall be published by the Central Bank in the Gazette and in at least one local newspaper.
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14.(1) Where the Central Bank has given notice of revocation under section 13(3) it may give a direction to the licensee -

(a) prohibiting it from receiving money deposits or other repayable funds from the public;

(b) prohibiting it from dealing with or disposing of its assets in any manner specified in the direction;

(c) prohibiting it from entering into any transaction or class of transactions specified in the direction;

(d) prohibiting it from soliciting deposits;

(e) requiring it to take certain steps or pursue any particular course of action,

and the licensee shall comply with that direction notwithstanding the notice of revocation.
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15.(1) In an emergency situation requiring urgent action, the Central Bank may revoke a licence pursuant to section 13(1) and (2) to take effect immediately and direct the financial institution to immediately suspend all business operations.

(2) The Central Bank shall give notice of the revocation to the licensee as soon as practicable. The notice shall state the reasons requiring urgent action. The filing of an appeal pursuant to section 16 does not effect a suspension of any measures imposed by the Central Bank.
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16.(1) Where the Central Bank takes a decision -

(a) to refuse to grant a licence under section 6;

(b) to refuse to grant an approval for the opening or closure of a branch or agency of a financial institution under section 11;

(c) under section 19, to revoke or vary the terms or conditions of an approval granted under section 11;

(d) to confirm a revocation of, or variation of the terms or conditions of a licence under section 13(5).

the aggrieved party may appeal to the Central Bank within 15 days from the date on which the aggrieved party receives notification of the decision of the Central Bank to reconsider its decision. The filing of an appeal does not effect a suspension of any measures imposed by the Central Bank.

(2) The Central Bank shall afford to the aggrieved party an opportunity of submitting a written statement of its case and, at the request of the aggrieved party, provide for a hearing before the Board. The Central Bank shall take a final decision within 90 days after considering the case.

(3) If an aggrieved party is not satisfied with the final decision of the Central Bank under this section, the aggrieved party may appeal to the Supreme Court within the time and in accordance with the procedures applicable to civil appeals to that Court.

(4) Notwithstanding anything in any other law, no action or proceeding may be instituted in any court in respect of loss or damage actually incurred, or likely to be or alleged to be incurred by reason of the application of section 13(1), section 14(1) or section 15(1).
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17.(1) Where the revocation of a licence is made final by the Central Bank under section 16(2), the Central Bank shall -

(a) direct the financial institution immediately to suspend business authorised under the licence;

(b) take charge of all its books, records and assets; and

(c) take such measures as may be necessary to prevent the continuance of the business of that institution.

(2) Where the revocation of a licence has been made final in respect of a local financial institution, the Central Bank shall immediately take appropriate steps for the winding up of that institution in accordance with Schedule 2.

(3) Where the revocation of a licence has been made final in respect of a foreign financial institution, without prejudice to Schedule 5, the Central Bank shall direct the head office of that institution immediately to cover all obligations and liabilities incurred in the conduct of the business of the institution under the banking licence in accordance with the undertaking of the head office given under section 5(1)(m).

(4) The Central Bank may, in substitution for the procedures laid down in subsections (1), (2) and (3), take such other action as it considers fit, including arranging for the amalgamation of the financial institution with any other financial institution which is agreeable to such amalgamation.
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18.(1) Subject to this section, a financial institution may, with the prior written approval of the Central Bank, surrender its licence to the Central Bank.

(2) The Central Bank shall grant its approval to an application for the surrender by a financial institution of a licence under subsection (1) where it is satisfied that the financial institution has made adequate provision in respect of all its liabilities in relation to its business.

(3) In granting its approval under subsection (2), the Central Bank shall appoint a date on which the surrender shall take effect.

(4) Where approval has been granted to a financial institution under subsection (2), the financial institution shall, not later than 30 days before the date appointed under subsection (3), publish in a local newspaper and an international financial newspaper approved by the Central Bank a notice of the proposed surrender of the licence and specifying the date on which the surrender shall take effect.

(5) A surrender of a licence under this section shall have effect as a revocation of a licence under this Act.

(6) The Central Bank shall, as soon as is practicable, to publish in the Gazette and in a daily local newspaper a notice of every surrender of a licence under this section but any delay in publishing, or failure to publish, the notice shall not affect the validity of the surrender or its effect.

[bookmark: _Toc521419431][bookmark: zoupio-_Toc384980488][bookmark: _Toc384980488]Revocation and variation of approval for branch business

19.(1) The Central Bank may, for exceptional reasons, revoke or vary the terms or conditions of an approval given under section 11, including ordering the closure of a branch or agency of a financial institution.

(2) Any action under subsection (1) shall be communicated by the Central Bank to that financial institution, which shall carry out all the obligations and meet all the liabilities of the branch, agency or office.

(3) The Central Bank shall give reasons for its decision under subsection (1).

(4) Where an order of closure has been made under subsection (1), the Central Bank shall take all necessary steps to ensure that -

(a) all persons who have deposited monies in that branch or agency are given the opportunity to withdraw those monies within a reasonable period of time; and

(b) such measures are taken as will safeguard the interests of those depositors.
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20.(1) If at any time the Central Bank has reason to believe that any person is doing banking business or foreign exchange business without a valid licence, it shall investigate the matter.

(2) Concerning persons who violate this Act by engaging, without a licence, in activities for which a licence is required under this Act, the Central Bank shall be empowered to liquidate the business of such person, the net proceeds of which shall be transferred to the Consolidated Fund.

[bookmark: _Toc521419433][bookmark: zoupio-_Toc384980490][bookmark: _Toc384980490]Central Bank's powers of investigation

21. For the purpose of section 20, the Central Bank may accordance with section 36 of the Central Bank of Seychelles Act, examine the books, accounts and records of the person suspected to be doing banking business without a licence to ascertain whether that is the case.

[bookmark: _Toc521419434][bookmark: zoupio-_Toc384980491][bookmark: _Toc384980491]PART III - CAPITAL AND PRUDENTIAL REQUIREMENTS
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22. Notwithstanding any other written law, every financial institution shall comply with the requirements of this Part, provided that for Bureaux de Change section 74 applies.
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23.(1) Every bank shall at all times maintain in Seychelles unimpaired paid-up capital or assigned capital, as shall be prescribed by regulations.

(2) The Central Bank shall prescribe the capital requirements for each class of Bureau de Change and the capital requirements that apply to existing Bureaux de Change shall continue to apply until revised by the Central Bank.

(3) A financial institution shall not reduce its paid-up capital or its assigned capital, as the case may be, without the prior written approval of the Central Bank.

(4) Every bank shall at all times maintain capital, in Seychelles of not less than 12 percent, or such other percentage as may be prescribed by regulations, of the total value of its assets determined on a risk-adjusted basis, whereby not less than one-half of such capital shall consist of core capital. The definitions of capital base, core capital and categories of risk assets shall also be prescribed by regulation.

(5) Where the capital base of a bank has become deficient in terms of subsection (4) but remain above 8 percent of the total value of its assets determined on a risk-adjusted basis, the Central Bank may grant the institution such period of time of up to one year as, in the circumstances, it considers reasonable to enable the institution to make good the deficiency.
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24.(1) Every financial institution shall maintain a reserve fund and shall, out of the net profits of each year, before any dividend is declared or any profits are transferred to the head office or elsewhere, transfer to that reserve fund a sum equivalent to not less than 20 percent of those profits until the amount of the reserve fund is equal to the paid-up or assigned capital, as the case may be.

(2) The Central Bank shall from time to time determine the method of computing the amount and form of the reserve fund.

(3) The reserve fund shall neither be reduced nor impaired, except that the Central Bank may, by regulations, specify circumstances in which it may be reduced.
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25.(1) Every financial institution shall maintain liquid assets of an amount which shall not, as a daily average each month, be less than such percentage of the total of its liabilities as may from time to time be prescribed by the Central Bank.

(2) The Central Bank may, by notice in writing, require of any financial institution such reports as the Central Bank considers necessary for the purpose of ensuring compliance with subsection (1).

(3) Any financial institution which contravenes subsection (1) shall, within such time as may be determined by the Central Bank, pay to the Central Bank a charge at an annual rate determined by the Central Bank not exceeding twice the rate which the Central Bank considers to be the highest effective rate of interest charged by that financial institution to any of its customers during the period of the deficiency.

(4) A charge under subsection (3) shall be imposed for each day on which the deficiency occurs.
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26.(1) Every financial institution shall maintain assets consisting of claims payable in Seychelles rupees and other assets situated in Seychelles in such minimum proportion of its deposits and similar liabilities payable in Seychelles as the Central Bank may prescribe by regulation.

(2) Central Bank may impose a charge on any financial institution which fails to comply with the requirements of subsection (1) within such reasonable time as the Central Bank may determine, not exceeding twice the highest effective annual rate of interest charged by that financial institution to any of its customers during the period of the deficiency.

(3) The charge mentioned in subsection (2) shall be imposed for each day on which the deficiency occurs.
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27. The Central Bank may prescribe by regulation the maximum net open position which financial institutions may hold in any specified foreign currency or currencies.
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28. The Central Bank may prescribe by regulation the requirements concerning the classification and evaluation of assets and provisions to be made on the basis of such classification and evaluation against doubtful and non-performing loans, and the time when earnings on non-performing loans may no longer be accounted for as income except as received in cash.
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29.(1) No financial institution shall without the prior written approval of the Central Bank extend one or more credits to any one customer or group of closely-related customers for amounts aggregating more than 25 percent of such financial institution's core capital or such lower percentage as the Central Bank may prescribe.

(2) The aggregate amount of such credit concentration under subsection (1) may not exceed 600 percent of the financial institution's capital funds, or such lower percentage as the Central Bank may determine.

(3) For the purposes of this section, the Central Bank may issue guidelines to financial institutions clarifying who is considered a customer and group of closely-related customers, including credit, computation of credit concentration and factors to be taken into account by the Central Bank in granting or refusing to grant an approval.

(4) This section does not apply to -

(a) a transaction with, or guaranteed by, the Government or a foreign Government;

(b) a transaction with a public authority;

(c) a transaction between financial institutions with a maturity of one year or less;

(d) the purchase of telegraphic transfers or accommodation granted against telegraphic transfers;

(e) the purchase of bills of exchange or documents of title to goods where the holder of those bills or documents is entitled to payment outside Seychelles for exports from Seychelles with a maturity of one year or less bearing the signature of another financial institution, or an accommodation granted against those bills or documents.
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30.(1) No financial institution shall extend credits to -

(a) an administrator of such institution or its close relation; or

(b) any company or undertaking in which an administrator of the financial institution or its close relation has a substantial interest, unless such credit is granted on terms and conditions as approved by the board of that financial institution.

(2) The aggregate of all credits made pursuant to subsection (1) shall not exceed 10 percent of the financial institution's core capital, subject to the limit specified in subsection (5).

(3) No financial institution shall extend credits to -

(a) a person holding a substantial interest in such institution or that person's close relation; or

(b) any company or undertaking in which a person referred to in paragraph (a) or that person's close relation has a substantial interest, unless such credit is granted on terms and conditions as approved at a meetings of the Boards of Directors of that financial institution,

unless such credit is granted on terms and conditions as approved at a meeting of the board of directors of that financial institution.

(4) The aggregate of all credits made pursuant to subsection (3) shall not exceed 20 percent of the financial institution's core capital, subject to the limit specified in subsection (5).

(5) The aggregate of all credits made pursuant to subsections (1) and (3) shall not exceed 25 percent of the financial institution's core capital.

(6) The financial institution shall regularly submit to the Central Bank a statement detailing the credits made pursuant to subsections (1) and (3).
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31. A local financial institution shall not pay any dividend on its shares and a foreign financial institution shall not transfer overseas any profits earned in Seychelles, unless the Central Bank is satisfied, that -

(a) all capitalised expenses and items of expenditure not represented by tangible assets have been written off,

(b) the payment of dividend or any other transfer from profits will not cause the bank to be in contravention of the requirement in capital adequacy, reserve fund, liquidity or any other prudential requirement deemed relevant or likely to impair the future capital adequacy or liquidity of the bank; and

(c) provisions have been made in respect of impaired credits.
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32. The Central Bank may prescribe by regulation other prudential requirements regarding credits, investments, matching as to maturity and interest, maximum ratios and exposures concerning the assets, risk-weighted assets and off-balance sheet items and various categories of capital and reserves to be maintained by financial institutions.
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33. The Central Bank may prescribe by regulation the rules for the application of the prudential requirements set out in this Part to a financial institution and its subsidiaries on a consolidated basis.
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34. It shall be the duty of every financial institution to ensure that -

(a) the systems of loan classification and provisioning as prescribed by the Central Bank are applied properly;

(b) adequate measures to prevent money laundering and terrorist financing are adopted and implemented according to the law.
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35.(1) At the expiration of each calendar year -

(a) every local financial institution in respect of all business transacted by it in or outside Seychelles; and

(b) every foreign financial institution in respect of all business transacted by or through its branches in Seychelles,

shall prepare, with reference to that year, in accordance with an internationally recognised financial reporting framework, a balance sheet as of the last working day of that year and a profit and loss account and cash flow statement in respect of that year.

(2) The balance sheet, profit and loss account and cash flow statement of every financial institution shall give a true and fair view of the state of affairs of that institution as at the end of the calendar year to which the accounts relate.

(3) The Central Bank may prescribe accounting rules for the preparation of accounts of financial institutions.

(4) The Central Bank may give directions as to the matters to be shown in the balance sheet, profit and loss account and cash flow statement -

(a) by way of a note;

(b) in a statement or report to be annexed.
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36.(1) Every financial institution shall appoint annually an auditor to audit its accounts and such appointment shall be subject to the approval of the Central Bank. The auditor shall be independent, experienced in the audit of financial institutions, a member of a body of accountants (whether established in or outside Seychelles), and have the necessary resources to undertake audits of financial institutions on a consolidated basis as determined by the Central Bank.

(2) No financial institution shall appoint the same auditor continuously for a period of more than 5 years without an exemption granted by the Central Bank.

(2a) A financial institution shall, upon a change of its auditor, notify the Central Bank of the change within 21 days and, if so required by the Central Bank, the reasons for the change.

(3) If a financial institution fails to appoint an auditor satisfactory to the Central Bank, the Central Bank shall have the power to appoint such an auditor.

(4) The remuneration of the auditor, whether appointed by the financial institution or by the Central Bank, shall be paid by the financial institution concerned, and in the case of an auditor appointed by the Central Bank in terms of subsection (3) or (9), shall be of such amount as the Central Bank may determine.

(5) The auditor shall -

(a) in the case of a local financial institution, make a report to its shareholders; or

(b) in the case of a foreign financial institution, make a report to its head office, on the financial statements, annual balance sheet, profit and loss account and accounts.

(6) In the auditor's report, which shall be completed not more than 3 months after the end of the financial year, the auditor shall state -

(a) whether in the auditor's opinion the balance sheet, profit and loss account and cash flow statement are complete and fair and properly drawn up;

(b) whether they exhibit a true and fair view of the financial institution's affairs;

(c) whether fiduciary duties are being administered in accordance with the law; and

(d) if the auditor has called for explanation or information from the administrators, employees or agents of the institution, whether that explanation or information is satisfactory.

(7) The report of the auditor -

(a) in the case of a local financial institution, shall be read, together with the report of the directors of the financial institution, at the annual meeting of shareholders;

(b) in the case of a foreign financial institution, shall be transmitted to the head office.

(8) A copy of the auditor's report shall be sent to the Central Bank by the financial institution not later than 30 days after it becomes available, and within 4 months after the end of the financial year at the latest.

(9) Where the Central Bank is not satisfied with the auditor's report it may require the appointment within a specified time of another auditor who shall make a new report.

(10) The Central Bank may impose on an auditor, in addition to any duty specified in subsection (6), a duty to -

(a) submit to the Central Bank such additional information in relation to the audit as the Central Bank considers necessary;

(b) submit a report, carry out any other examination or establish any procedure if required by the Central Bank;

(c) submit to the Central Bank a report on the financial and accounting systems and internal controls of the financial institution.

(11) Where in the course of performing functions under this Act an auditor becomes aware of transactions or conditions in a financial institution that may affect its safe and sound operations and the auditor has reasons to believe that -

(a) there has been a material change in the risks inherent in the business of the financial institution with the potential to affect its ability to continue safe and sound operations;

(b) there has been a serious violation of any of the provisions of this Act, in particular with regard to the protection of depositors' and creditors' interests;

(c) a serious criminal offence involving fraud or other dishonesty has been or is likely to be committed;

(d) measures to prevent money laundering or terrorist financing are not being properly implemented; and

(e) the paid-up capital or assigned capital, as the case may be, of the financial institution has been reduced by 50 percent or more, the auditor shall immediately report the matter in writing to the Central Bank. Such report shall not be construed as a breach of professional confidentiality obligations.

[bookmark: _Toc521419451][bookmark: zoupio-_Toc384980508][bookmark: _Toc384980508]Audit committee

37.(1) Every local financial institution licensed to conduct banking business shall establish an audit committee. The audit committee shall consist of not less than 2 members one of whom shall be a non-executive director of the financial institution. No member of the audit committee shall be a director exercising an executive function or a managing director or manager in the bank. For a foreign financial institution, a similar representative organ may carry out the functions of an audit committee and report to the managing agent in Seychelles.

(2) The audit committee shall report. to the directors particularly on the -

(a) review of the auditor's report and the financial statements before they are approved by the directors;

(b) review and evaluation of the appropriateness of accounting, internal control and financial disclosure procedures;

(c) review of such investments and transactions that could adversely affect the sound financial condition of the bank as brought to the attention of the audit committee;

(d) review of the compliance with applicable laws, regulations and guidelines;

(e) other matters as may be prescribed by the Central Bank.

(3) The officer in charge of internal auditing shall attend meetings of the audit committee. The external auditor shall attend such meetings upon the request of the audit committee.

(4) Every member of the audit committee shall keep confidential and not disclose any information obtained in the course of its functions to third parties, save as otherwise provided for under this Act.

[bookmark: _Toc521419452][bookmark: zoupio-_Toc384980509][bookmark: _Toc384980509]Publication and display of balance sheet, etc.

38.(1) Every local financial institution in respect of all of its business and every foreign financial institution in respect of its business transactions by or through its operations in Seychelles shall transmit to the Central Bank its audited financial statements, namely the balance sheet, profit and loss account and cash flow statement not later than 30 days after becoming available, and within 4 months after the end of the financial year at the latest. In addition, every foreign financial institution shall transmit to the Central Bank its audited annual financial statements in respect of its total business throughout the world on a consolidated basis not later than 30 days after becoming available.

(2) Every financial institution shall publish in the Gazette and a daily local newspaper within 4 months after the end of the calendar year the balance sheet and profit and loss account required to be submitted under subsection (1) and any report made by the auditor under section 36.

*(2)(a) A financial institution shall submit draft audited reports and financial statements and consult the Central Bank not later than 3 months after the end of the financial year.

Note : Act 23 of 2011 brought in a new subsection 2(a) without repealing subsection 2(A).

(2)(A) A financial institution shall consult the Central Bank before making a publication pursuant to subsection (2).

(3) Every financial institution shall conspicuously display throughout the following year, in a public part of each of its places of business, copies of the balance sheets and profit and loss accounts required to be published under subsection (2).
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39.(1) Every financial institution shall maintain in Seychelles for a period of at least 7 years such records as are necessary to exhibit, clearly and correctly, the state of its business affairs and to explain its transactions and financial position so as to enable the Central Bank to determine whether the financial institution is complying with this Act and in particular:

(a) customer identification records (during and after termination of the customer relationship);

(b) transaction records showing, for each customer, at least on a daily basis, particulars of its transactions with or for the account of that customer, and the balance owing to or by that customer;

(c) application and contract documents pertaining to a transaction, (including credit, guarantee and collateral agreements) and a signed written record of the decision approving the transaction;

(d) financial records concerning counterparties (including borrowers and guarantors) and any other documentary evidence on which the financial institution relied in approving the transaction;

(e) such other documents as the Central Bank may specify by regulation.

(2) Every record shall be kept in written form or kept on microfilm, magnetic tape, optical disk, or any other form of mechanical or electronic data storage and retrieval mechanism as the Central Bank may specify. Records may be kept in electronic form to the extent that adequate data recovery systems and procedures are in place.
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40. Every financial institution shall submit periodic statements to the Central Bank in such form as the Central Bank may determine.
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41.(1) Each financial institution not being a Bureau de Change shall regularly notify its customers of the terms and conditions associated with transactions and the deposits made and credits received by them, including the annual rate of interest, fees and other costs in clear and easily understood language, in any directions issued by the Central Bank.

(2) Each Bureau de Change shall make such notification to its customers by conspicuously displaying in a public part of the business the terms and conditions associated with its transactions.

[bookmark: _Toc521419456][bookmark: zoupio-_Toc384980513][bookmark: _Toc384980513]Inspection of financial institutions

42.(1) The Central Bank may, if it considers that an inspection of a financial institution is necessary or desirable to ascertain whether that institution is complying with this Act, cause an inspection of that institution to be made by an officer of the Central Bank or by any other person appointed by the Central Bank for the purpose.

(2) Such inspection may include officers or employees of the authority of another country that is charged with the monetary or prudential supervision of activities of financial institutions in that country if it concerns the inspection of a branch or a subsidiary of a foreign financial institution in Seychelles having its head office in that country, or the inspection of a local financial institution that holds a substantial interest in such foreign financial institution, or the inspection of a financial institution in Seychelles in which such foreign financial institution has a substantial interest.

(3) The Central Bank and any person authorised under this section to inspect a financial institution shall be subject to section 11 (Confidentiality) of the Central Bank of Seychelles Act in respect of information acquired in the course of performing functions under this section and may -

(a) require any administrator, officer, employee or agent of a financial institution to furnish such information as deemed necessary for the purpose of the inspection; or

(b) require any such administrator, officer, employee or agent to produce for inspection any books, records or other documents in his or her possession containing or likely to contain any such information.

[bookmark: _Toc521419457][bookmark: zoupio-_Toc384980514][bookmark: _Toc384980514]PART V- CONTROL OVER MANAGEMENT OF FINANCIAL INSTITUTIONS
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43.(1) A financial institution shall obtain the written approval of the Central Bank before appointing or electing an administrator.

(2) No person shall be appointed or elected as an administrator of a financial institution if -

(a) he or she has been adjudged to be bankrupt, has suspended payment or has entered into a composition with his or her creditors; or

(b) he or she has been convicted in a court of law of a felony or any offence involving fraud or dishonesty.

(3) No person who has been an administrator of a financial institution which has been wound up by the court or the licence of which has been revoked shall act as an administrator of any financial institution:

Provided that in exceptional circumstances, having been satisfied as to the qualifications, professional experience and conduct of a person, the Central Bank may exempt such person from the foregoing provisions of this subsection no earlier than 6 years following the relevant winding-up or licence revocation.

(4) An administrator of a financial institution shall cease to hold office on -

(a) becoming subject to any disqualification mentioned in subsection (2) and (3);

(b) becoming permanently incapable of performing his or her duties; or

(c) having been convicted of any offence if the Central Bank has determined that such conviction is inconsistent with holding such an office.
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43A A financial institution shall, upon a change of its administrators, notify the Central Bank within 21 days of the change or of being made aware of the change, whichever is the latest.
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44.(1) Every administrator of a financial institution who is directly or indirectly interested in any credits from that institution shall as soon as possible declare the nature of his or her interest to the directors of the institution or to the head office, as the case may be.

(2) For the purpose of subsection (1) a declaration by an administrator to the effect that he or she is to be regarded as interested in any credits, which may, after the date of the notice, be extended by that institution is deemed to be a sufficient declaration of interest in relation to any credits so extended if -

(a) it specifies the nature and extent of the interest; and

(b) the interest is not different in nature from, or greater in extent than, the nature and extent so specified in the declaration at the time the credit is extended.

(3) Where a declaration is made under subsection (1) to a local financial institution the administrator concerned shall cause it to be brought up and read at the next meeting of the directors after it is made and the directors shall cause the declaration to be recorded in the minutes of the meeting at which it is brought up and read.

(4) Where an administrator of a local financial institution holds any office or possesses any property whereby, whether directly or indirectly, duties or interests might be created in conflict with his duties or interests as an administrator, the administrator shall, in accordance with subsection (5), make a full declaration to the directors of the institution of the fact, nature, character and extent of the conflict or potential conflict.

(5) A declaration under subsection (4) shall be made by the time the first meeting of the directors is held -

(a) after he or she becomes an administrator of the financial institution; or

(b) if already an administrator, after the conflict or potential conflict has become apparent, and shall be recorded in the minutes of that meeting.

(6) An administrator directly or indirectly interested in any credits from that financial institution shall not take part in any decision regarding such credits.
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45. An administrator, officer, employee or agent of a financial institution shall not ask for or receive, consent or agree to receive, any gift, commission, emolument, service, gratuity, money, property or thing in value, for his or her own personal benefit or advantage or that of any of his or her close relations, for permitting or procuring or endeavoring to permit or procure for any person any credits from the institution.
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46.(1) Any person, acting directly or indirectly or through or in concert with other persons, who proposes to acquire a substantial interest in a financial institution shall give at least 30 days' prior notice to the Central Bank and obtain prior approval of the Central Bank.

(2) The notice of the proposed acquisition shall include -

(a) the name, nationality, residence, and business or profession of each proposed person holding a substantial interest or its ultimate beneficial owner, together with at least two references verifying the good financial standing of such person;

(b) for each proposed person holding a substantial interest or its beneficial owner, an affidavit in accordance with section 5(1)(f);

(c) in case a proposed person holding a substantial interest or its ultimate beneficial owner is body corporate, copies of the latest three audited annual balance sheets and profit and loss accounts where applicable;

(d) the terms and conditions of the proposed acquisition and the manner in which the acquisition is to be made;

(e) the identity, source and amount of the funds to , be used in making the acquisition;

(f) any plans or proposals regarding a major change in the financial institution's business, corporate structure or management; and

(g) such other information as the Central Bank may require.

(3) The Central Bank shall assess the expected effects on the financial stability of the financial institution and be satisfied as to the identity and character of the proposed owners, in particular persons holding a substantial interest. The Central Bank shall not approve a proposed acquisition referred to in subsection (1) if it would substantially lessen competition, jeopardise the financial stability of the financial institution or prejudice the interests of its depositors.

(4) Any financial institution becoming aware of a proposed acquisition of a substantial interest in the financial institution shall give at least 30 days' prior notice to the Central Bank, or once it becomes aware of such proposal, whichever is earlier.
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47.(1) No financial institution shall merge or consolidate with any other financial institution or acquire, either directly or indirectly, the assets of, or assume liability to pay any deposits made in, any other financial institution except with the prior approval of the Central Bank.

(2) Any financial institution which intends to engage in any merger, consolidation, acquisition or assumption of liability under subsection (1) shall give at least 30 days' prior notice to the Central Bank, and provide the Central Bank with such information as the Central Bank may require.

(3) The Central Bank shall assess the financial and managerial resources and future prospects of the existing and proposed financial institutions. The Central Bank shall not approve a proposed transaction referred to in subsection (2) which would substantially lessen competition unless any anticompetitive effects are clearly outweighed by its expected positive effects.
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48.(1) No bank shall receive any deposit while it is insolvent or apparently insolvent.

(2) No administrator, officer, employee or agent of a bank who knows, or in the proper performance of his duty should know, that the bank is insolvent or apparently insolvent shall receive or authorise the acceptance of any deposit while the institution is insolvent or apparently insolvent.
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49.(1) No person who has acquired knowledge in a capacity as-

(a) administrator, officer, employee or agent of a financial institution; or

(b) auditor, member of the audit committee, reorganising agent, liquidator or supervising agent of a financial institution, shall disclose to any person or governmental authority the identity, assets, liabilities, transactions or other information in respect of a customer except -

(i) with the written authorisation of the customer or other beneficiary, or of his or her heir or legal representative;

(ii) for the purpose of the performance of his or her duties within the scope of employment or appointment in compliance with this Act;

(iii) in the case of a foreign financial institution, to its head office;

(iv) when required to make disclosure by any court of competent jurisdiction in Seychelles;

(v) to the Central Bank;

(vi) a police officer when authorised under the Evidence (Bankers' Books) Act;

(vii) pursuant to the provisions of the Anti-Money Laundering Act;

(viii) pursuant to section 51; or

(ix) notwithstanding anything in the Business Tax Act or the Social Security Act, to the Revenue Commissioner or the Director of Social Security when authorised by a judge on proof on oath to the satisfaction of the judge that the information is required for any investigation under the Business Tax Act or the Social Security Act, as the case may be.

(2) Nothing in subsection (1) prevents a financial institution from providing to a person on a legitimate business request, a general credit rating.

(3) Subject to any express requirement of this Act, every administrator, officer, employee or agent of a financial institution shall preserve and aid in preserving confidentiality with regard to all matters relating to the affairs of the financial institution and of every customer of the institution that may come to his or her knowledge in the performance of his or her duties.

(4) Every administrator, officer, employee or agent of a financial institution shall, before entering on his or her duties, sign a declaration pledging himself or herself to observe strict confidentiality in respect of the matters specified in subsection (3) and not to reveal those matters except as otherwise permitted or required under subsection (1).
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50.(1) The Central Bank and every officer or employee of the Central Bank shall deal with all documents, records of bank accounts, statements and other information in the possession or under the control of the Central Bank, its officers or employees and relating to the business of financial institutions conducted under this Act as confidential.

(2) Except where ordered by the Supreme Court under subsection (3), the Central Bank, its officers and employees shall not be required to produce or disclose to any court, tribunal, committee of inquiry or other authority in Seychelles or elsewhere any information required to be dealt with as confidential under subsection (1).

(3) The Supreme Court shall not make an order for the production or disclosure of any information referred to in subsection (1) except on the application of the Attorney General and on proof to the satisfaction of the Court that the information is bona fide required for the purposes of any inquiry or trial into or relating to the trafficking of narcotics and dangerous drugs, arms trafficking, money laundering or terrorist financing.

(4) This section shall be without prejudice to -

(a) the obligations of Seychelles under any international treaty, convention, agreement or the Mutual Assistance in Criminal Matters Act, 1995;

(b) the obligations of the Central Bank under any agreement with a Central Bank or any other monetary authority or supervisory authority of a foreign country;

(c) the obligations of the Central Bank to disseminate information to participating institutions of the Credit Information System.
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51.(1) The Central Bank may, on a reciprocal basis, exchange information on supervisory matters, whether based on a Memorandum of Understanding or not, with foreign or local supervisory authorities, foreign or local public sector agencies or law enforcement agencies when required by law, provided that the Central Bank has satisfied itself that the information submitted shall remain confidential with foreign or local supervisory authorities, public sector agencies or law enforcement agencies. In this subsection, "supervisory matters" includes matters relating to money laundering and terrorist financing.

(2) The Central Bank may enter into Memoranda of Understanding with local or foreign supervisory authorities setting out the scope, procedures and further details for the exchange of information on a reciprocal basis.
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52. The Central Bank may publish in whole or in part at such time as it may determine any information or data furnished under this Act, except that no information or data shall be published which might disclose the individual affairs of a financial institution or of a person whose interests are protected under section 49 unless the consent of every such person has been obtained in writing prior to that publication or the data is already in the public domain.
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53.(1) Where the Central Bank determines that a financial institution or any of its owners or administrators has -

(i) violated a provision of this Act or of any regulation, direction or order of the Central Bank;

(ii) violated a provision of any agreement between the Central Bank and the financial institution on remedial measures to be taken by the financial institution;

(iii) violated any term or condition attached to the licence of the financial institution or to an authorization issued to the financial institution by the Central Bank; or

(iv) conducted an unsafe or unsound operation of the financial institution,

it may take the following actions with respect to the financial institution -

(a) issue written warnings;

(b) call a meeting of the shareholders or other owners and the administrators of the financial institution to discuss and to agree on remedial measures to be taken;

(c) issue written orders to cease and desist from such infractions and to undertake remedial action, or written orders to impose special prudential requirements that differ from those normally applicable to such financial institution;

(d) issue written orders concerning the rate of interest, maturity or other conditions applicable to any financing extended or received (including deposits) by a bank, or to contingent liabilities of the bank;

(e) issue written orders to the financial institution to suspend the payment of dividends or the distribution of profits in any other form;

(f) appoint an adviser for the financial institution;

(g) appoint an external auditor at the expense of the financial institution to perform a financial or operational audit under terms of reference determined by the Central Bank;

(h) suspend temporarily or permanently one or more administrators from performing duties in the financial institution;

(i) issue written orders that one or more persons holding a substantial interest in the financial institution call or otherwise dispose of such interest in accordance with the law and within 30 days immediately following the receipt of the order;

(j) attach conditions to the licence of the financial institution to the extent required to remedy such infraction;

(k) appoint a reorganising agent in accordance with the provisions of section 66 of this Act;

(1) revoke the licence of the financial institution in accordance with the provisions of section 13 of this Act.

(2) The remedial actions described in this section shall be determined in particular cases by the Central Bank. Remedial actions shall be applied in proportion to the seriousness of the infraction and the impact of the infraction on the financial institution's assets.

(3) An order under subsection (1) becomes effective as specified in the order, and remains effective unless and to the tent that the Central Bank informs the financial institution that it not so effective, and the Central Bank may so inform the financial institution either before or after the effective date of the order.

(4) Before the expiry of 30 days after the issue of an order under subsection (1), the financial institution may appeal to the Central Bank to reconsider the order and the Central Bank shall give a final decision within 15 days after the appeal.
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54. The filing of an appeal under section 53 (4) shall not effect a suspension of any measures imposed by the Central Bank.
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55.(1) No financial institution shall extend credits against the security of -

(a) its own shares;

(b) shares of companies which hold a substantial interest in it;

(c) shares of companies in which the companies specified in paragraph (b) have a substantial interest; or

(d) shares of companies in which any of its administrators has a substantial interest.

(2) Without prejudice to section 44 (Administrator to declare personal interest), no credit or any part of a credit extended to a person specified in section 30(1) or (3) shall be written-off without the prior approval of the Central Bank.

(3) Any write-off of any credits which contravenes subsection (2) is void.
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56.(1) Notwithstanding any other written law or any contract, no financial institution shall directly or indirectly -

(a) deal in the buying or selling or bartering of goods, except in the course of conducting of licensed activities under this Act or in connection with the realisation of security given to or held by it;

(b) engage in any trade; or

(c) buy, sell or barter goods for others except in the course of conducting licensed activities under this Act.

(2) Subject to subsection (3), no financial institution shall own, to an aggregate value exceeding 25 percent of the sum of the paid-up or assigned capital and reserves of that institution, the share capital of any company, firm or other undertaking except such shareholding as the financial institution may acquire in the course of satisfaction of debts due to it.

(3) Subsection (2) does not apply to any shareholding approved in writing by the Central Bank pursuant to section 4(3) in a subsidiary company, firm, or other undertaking formed by a financial institution for the execution of leasing, nominee, executor, fiduciary or trustee functions or other functions incidental to the financial institution's business, provided that the Central Bank shall carry out supervision of the financial institution on a consolidated basis.

(4) Where a shareholding acquired by a financial institution in satisfaction of debts due to it exceeds the maximum specified in subsection (2), the institution shall dispose of that excess at the earliest suitable opportunity.

(5) No financial institution shall hold an interest in immovable property or any right therein other than for the purpose of conducting its operations, including offices or employee housing. This provision does not apply to immovable property or any right therein obtained in connection with the realisation of any security given in the course of its operations, provided that such immovable property or any right therein is disposed of without undue delay.

(6) Notwithstanding anything to the contrary in the instrument under which a financial institution is formed, a financial institution or a shareholder of it shall not issue bearer shares.
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57. No financial institution shall -

(a) without the prior written approval of the Central Bank, sell, transfer, assign or dispose of any of its immovable assets below the market value of the assets; or

(b) increase the valuation of the assets as recorded in the books of the institution above the market value of the assets.
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58. Repealed.
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59.(1) Any unclaimed funds or property held by a financial institution for the account or on behalf of any depositor, creditor or other person are presumed to be abandoned property if for 10 years the depositor, creditor or other person has not evidenced an interest in the funds or property by recorded transaction or written correspondence with the financial institution or otherwise.

(2) Funds or property referred to in -

(a) paragraphs 5(2)(c), 21(3) or 22(2) of Schedule 2 (Winding up of local financial institution); or

(b) paragraph 7(3) or 8(2) of Schedule 5 (Closure of foreign financial institution),

are also presumed to be abandoned property.
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60. A financial institution shall publish in at least one local newspaper the name of the owner and particulars of abandoned property and shall dispatch by registered post a notice to the owner at his last known address containing particulars of the property.
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61.(1) Not less than 30 days after complying with section 60 a financial institution holding abandoned property shall make a report to the Central Bank on the amount and nature of that property in such form as the Central Bank may determine.

(2) Any funds included in a report under this section shall, if the Central Bank so directs, be transferred, notwithstanding any other law, by the institution to a special account with the Central Bank and may be used by the Central Bank for such purposes as it may determine after consultation with the Minister.

(3) Other property not falling under subsection (2) included in a report under this section shall be referred by the Central Bank to the Minister for such action as he may direct.
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62. Any owner who, to the satisfaction of the Central Bank, furnishes proof of ownership of abandoned property dealt with in accordance with sections 60 and 61, is, subject to any terms, conditions or restrictions imposed in respect of that abandoned property by or under any written law, entitled to the repayment of the funds by the Central Bank, or to the return other property or the proceeds from the sale of that other property, as the case may be.
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63.(1) A person who -

(a) conducts banking business without a valid banking licence commits an offence and upon conviction is liable to a fine of SCR400,000 and where the offence is continued after the conviction with a further fine of SCR20,000 for every day or part of a day on which the offence is continued;

(b) fails to repay funds obtained by doing bank, business without a valid banking licence as required under section 3(1) commits an offence and upon conviction is liable to the fine or fines specified in paragraph (a);

(c) conducts foreign exchange business without a valid licence under this Act commits an offence and upon conviction is liable to the fine or fines specified in paragraph (a);

(d) knowingly or recklessly furnishes any information which is materially false or misleading in connection

with an application for a licence commits an offence and upon conviction is liable to a fine of SCR400,000;

(e) refuses to make available for examination its books, accounts or records under section 21 commits an offence and upon conviction is liable to a fine or fines specified in paragraph (a);

(f) fails, refuses or unreasonably delays to comply with any requirement of the Central, Bank or of an authorised person made under section 42 commits an offence and upon conviction is liable to imprisonment for a term of 6 months or a fine of SCR40,000;

(g) in complying with a requirement under section 42, wilfully furnishes any information or produces any book, record or other document known to be false, or recklessly furnishes any information or produces any book, record or other document which is false in a material particular commits an offence and upon conviction is liable to imprisonment for a term of 6 months or a fine of SCR40,000;

(h) contravenes or fails to comply with section 43 commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine of SCR40,000;

(i) being an administrator, contravenes section 44(1) or (4) commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine of SCR40,000;

(j) contravenes confidentiality requirements set out in section 49 commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine of SCR40,000;

(k) contravenes the provisions set out in Schedule 2, Part I, paragraph 1 commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine of SCR400,000;

(1) contravenes the provisions set out in Schedule 5, paragraph 6(1) commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine of SCR400,000;

(m) fails to obtain a written approval from the Central Bank pursuant to sections 12(1), 12 (2), 12(4) and 46(1) commits an offence and upon conviction is liable to a fine of SCR40,000.

(2) Any financial institution which -

(a) contravenes a direction given under section 14(1) commits an offence and upon conviction is liable to a fine of SCR400,000;

(b) contravenes section 38 commits an offence and upon conviction is liable to a fine of SCR400,000;

(c) fails to pay the charge within the time determined by the Central Bank pursuant to section 25 commits an offence and upon conviction is liable to a fine of SCR 40,000;

(d) fails, refuses or unreasonably delays to submit a statement or report to the Central Bank pursuant to section 25 or section 40 commits an offence and upon conviction is liable to a fine of SCR400,000;

(e) wilfully submits a statement or report pursuant to section 25 or section 40 known to be false, or recklessly makes a statement or gives information which is false in a material particular commits an offence and upon conviction is liable to a fine of SCR400,000;

(f) receives any deposit in contravention of section 48 commits an offence and upon conviction is liable to a fine of SCR40,000;

(g) wilfully fails to notify the owner or publish a notice pursuant to section 60 commits an offence and upon conviction is liable to a fine of SCR40,000;

(h) wilfully fails to submit a report to the Central Bank pursuant to section 61 commits an offence and upon conviction is liable to a fine of SCR40,000;

(i) in the case of a local financial institution, contravenes the provisions set out in Schedule 2, Part I, paragraph 5 commits an offence and upon conviction is liable to a fine of SCR400,000;

(j) in the case of a foreign financial institution, contravenes the provisions set out in Schedule 5, paragraph 1, commits an offence and upon conviction is liable to a fine of SCR400,000

(k) fails to comply with section 8 of this Act commits an offence and upon conviction is liable to a fine of SCR 40,000;

(l) contravenes or fails to comply with reserve fund requirements pursuant to section 24 commits an offence and upon conviction is liable to a fine of SCR 400,000;

(m) contravenes or fails to comply with prudential requirements pursuant to sections 27, 28, 29(1), 29(2), 30, 31, 32 and 33 commits an offence and upon conviction is liable to a fine of SCR400,000;

(n) contravenes or fails to comply with accounts, audit and information requirements pursuant to sections 35, 36, 37, 39 and 41 commits an offence and upon conviction is liable to a fine of SCR 400,000;

(o) fails or unreasonably delays to notify the Central Bank pursuant to sections 9(4), 9(5) and 11(3), or to obtain a written approval of the Central Bank pursuant to sections 4(3), 11(1), 12 (5), 43(1) and 57 commits an offence and upon conviction is liable to a fine of SCR40,000;

(p) fails to comply with measures taken by the Central Bank pursuant to section 53 commits an offence and upon conviction is liable to a fine of SCR400,000;

(q) fails to comply with prohibitions specified in sections 55 and 56 commits an offence and upon conviction is liable to a fine of SCR40,000;

(r) contravenes or fails to comply with statutory directions and instruments issued under section 9(1) and regulations made under section 69 of this Act commits an offence and upon conviction is liable to a fine of SCR400,000.

(3) Any administrator, officer, employee or agent of a financial institution who -

(a) with intent to deceive -

(i) makes or causes to be made any false or misleading statement or entry;

(ii) omits or causes to be omitted any statement or entry that should be made; or

(iii) alters, abstracts, conceals or destroys any statement or entry, in any book, record, account, document, report or statement of the institution commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine SCR40,000;

(b) obstructs or endeavors to obstruct -

(i) the proper performance by any auditor of duties in accordance with this Act; or

(ii) an inspection of the institution by any officer of, or other person appointed by, the Central Bank commits an offence and upon conviction is liable to imprisonment for a term of 1 year or a fine SCR40,000;

(c) contravenes the provisions of section 45 commits an offence and upon conviction is liable to ith imprisonment for a term of 1 year or a fine SCR40,000;

(d) knows, or in the proper performance of his or her duties should have known, that the finance institution is apparently insolvent and receives or authorises the acceptance of any deposit in contravention of section 48 commits an offence and upon conviction is liable to with imprisonment for a term of 1 year or a fine SCR40,000.
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64.(1) With the approval of the Minister, the Central Bank may, by notice published in the Gazette and in at least one local newspaper, declare any day to be a bank holiday.

(2) A bank holiday declared under this section is not a public holiday unless the date so declared is also a public holiday by virtue of the Public Holidays Act, and, except for subsection (2), nothing in this section affects the provisions of that Act relating to public holidays.
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65. Except where expressly stated in this Act, nothing in this Act shall affect the operation of the Companies Act in respect of the incorporation and winding up of any financial institution to which that Act and this Act apply.
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66.(1) Schedule 1 applies with respect to the amalgamation and transfer of assets or liabilities of a financial institution.

(2) Schedule 2, Parts I and II apply with respect to the winding up of a local financial institution in place of the provisions of the Companies Act specified in Part III of the Schedule.

(3) Schedule 3 applies with respect to the seizure by the Central Bank of a financial institution.

(4) Schedule 4, Part I applies with respect to the reorganisation of a local financial institution in place of sections 196 to 198 (compromises, arrangements, reconstructions and amalgamations) of the Companies Act, and Schedule 4 Part II applies with respect to the reorganisation of a foreign financial institution.

(5) Schedule 5 applies with respect to the closure of a foreign financial institution in place of sections 318 (winding up of overseas companies), 319(2) (investigations) and 320 (orders to cease carrying on business) of the Companies Act.

(6) If there is any inconsistency between any provision of Schedules 1 to 5 and any other law of Seychelles, that provision prevails to the extent of the inconsistency.
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67. Neither the Central Bank nor any member of its Board nor any officer, employee or agent of the Central Bank shall be subject to any action, claim or demand by or liability to any person in respect of anything done or omitted to be done in good faith under, or in execution or intended execution or in connection with the execution of, any power or duty conferred on the Central Bank by or under this Act.
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68. The acts, directions, orders, determinations or decisions of the Minister or the Central Bank under this Act shall be subject to judicial review.
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69. The Central Bank may, in consultation with the Minister, make regulations for the better carrying out of the objects and purposes of this Act including -

(a) prescribing any matter which is to be or may be prescribed under this Act; and

(b) prescribing fees or charges -

(i) for applications, objections, appeals, certificates; or

(ii) for or in connection with services provided under this Act.

(c) prescribing fees or charges for services provided by financial institutions.

[bookmark: _Toc521419489][bookmark: zoupio-_Toc384980546][bookmark: _Toc384980546]Rules of court

70.(1) The Chief Justice may make rules of court relating to proceedings in court under this Act, including -

(a) prescribing the fees and costs payable in any proceedings before a court;

(b) providing generally for matters of practice and procedure and incidental matters arising in connection with any proceedings.

(2) Subject to any rules of court made under subsection (1), the forms to be used and the practice and procedure to be followed in proceedings in court under this Act shall be as near as practicable to those in ordinary civil cases before the court.
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71. Except where it is otherwise expressly provided in this Act or any other written law the provisions of this Act in whole or in part shall apply to persons prescribed by regulations.
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72.(1) Where a financial institution or any other person agrees in writing to the compounding of a contravention of this Act which is an offence punishable on conviction by a fine, the Central Bank, in consultation with the Attorney General, may compound the offence as prescribed by regulations.

(2) Where an offence is compounded under subsection (1), no proceedings shall be instituted in relation to that offence against the financial institution or the person referred to in subsection (1).
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73. Repealed.
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74. The provisions of sections 24, 25, 26, 29, 30, 38(2) and (3), 44, 45, 49(2), 55, 56(2) to (4), 59, 60, 61 and 64(2) shall not apply to a financial institution or a person licensed to solely conduct foreign exchange business under this Act.
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75.(1) Any person who is the holder of a banking licence, or bureau de change licence on the date of commencement of this Act may continue to conduct the activities authorised by the licence.

(2) Any additional activities as set out in section 4(1), in particular financial leasing, buying and selling for the account of customers and portfolio management, may only be conducted once an extension of the banking licence to include such activities has been granted by the Central Bank on being satisfied as to the staffing, operational and financial resources, and pursuant to the procedures and requirements specified by the Central Bank.

(3) Notwithstanding section 23(4), the Central Bank may authorise a bank to maintain, for such period of up to one year as the Central Bank may determine, its capital adequacy ratio at the rate which was in existence prior to the date of commencement of this Act.

(4) Notwithstanding section 29(1) and (2), the Central Bank may authorise a bank to maintain with regard to existing credits outstanding on the date of commencement of this Act, for such period of up to two years as the Central Bank may determine, its single credit concentration at the rate which was applicable prior to such date of commencement.

(5) Notwithstanding section 30(2), (4) and (5), the Central Bank may authorise a bank to maintain with regard to existing credits outstanding through connected lending on the date of commencement of this Act, for such period not exceeding two years as the Central Bank may determine, its exposures through connected lending at the level existing on such date of commencement.

(6) Notwithstanding section 23(1), a bank shall maintain for such period until otherwise prescribed by regulations unimpaired paid-up capital or assigned capital equal to the amount in existence prior to the date of this amending Act.
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76. The Banking (Special Provisions) Act is hereby repealed.
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77.(1) The Financial Institutions Act, 1984 is hereby repealed.

*(2) Notwithstanding subsection (1) regulations made under the Financial Institutions Act, 1984 shall, to the extent that they are not inconsistent with the provisions of this Act, continue to have effect until amended or replaced by regulations made under this Act.

Note: The Financial Institutions (Non-Domestic Banking Business) Regulations and the Financial Institutions (Domestic Banking Business) Regulations were repealed on 27 July 2009 by SI 61 of 2009 and SI 60 of 2009 respectively.

_________________________
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Section 66(1)
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1. (1) No local financial institution shall, without the prior approval of the Central Bank -

(a) amalgamate with any other financial institution, whether in Seychelles or elsewhere; or

(b) transfer to any other financial institution, whether in Seychelles or elsewhere, the whole or any part of its assets or liabilities, whether in Seychelles or elsewhere.

(2) An application for approval of an amalgamation or transfer referred to in subparagraph (1) must be made to the Central Bank in writing and must include -

(a) a statement of the nature of the amalgamation or transfer; and

(b) a copy of the proposed agreement, if any, under which the amalgamation or transfer is to be effected.

(3) If the Central Bank is satisfied that the proposed amalgamation or transfer will not be detrimental to the public interest it may, with the consent of the Minister, approve the amalgamation or transfer.
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2. If a foreign financial institution -

(a) amalgamates with any other financial institution, whether in Seychelles or elsewhere; or

(b) transfers to any other financial institution, whether in Seychelles or elsewhere, the whole or any part of its assets or liabilities, whether in Seychelles or elsewhere,

and that amalgamation or transfer will have a material effect on the operation of that foreign financial institution in Seychelles, it shall within 1 month of the amalgamation or transfer notify the Central Bank in writing and shall submit to the Central Bank -

(i) a statement of the nature of the amalgamation or transfer; and

(ii) a copy of the agreement, if any, by which the amalgamation or transfer was effected.

[bookmark: _Toc521419500][bookmark: zoupio-_Toc384980557][bookmark: _Toc384980557]Effect of amalgamation or transfer

3.(1) This paragraph applies -

(a) on a transaction referred to in paragraph 1(1) coming into effect; or

(b) with respect to the assets and liabilities in Seychelles of a foreign financial institution on a transaction referred to in paragraph 2 coming into effect.

(2) All the assets and liabilities of the amalgamating financial institutions or, in the case of a transfer of assets or liabilities, those assets and liabilities of the financial institution by which the transfer is effected, shall vest in and become binding on the amalgamated financial institution or, as the case may be, the financial institution taking over those assets or liabilities.

(3) The amalgamated financial institution or, in the case of a transfer of assets or liabilities, the financial institution taking over those assets or liabilities, shall have the same rights and be subject to the same obligations as were, immediately before the amalgamation or transfer, possessed by or binding on the amalgamating financial institutions or, as the case may be, the financial institution by which the transfer has been effected.

(4) All agreements, appointments, transactions and documents made by, with or in favour of any of the amalgamating financial institutions, or as the case may be, the financial institution by which the transfer has been effected, and in force immediately prior to the amalgamation or transfer, shall remain of full force and effect and shall be construed for all purposes as if they had been made by, with or in favour of the amalgamated financial institution or, as the case may be, the financial institution taking over the assets and liabilities in question.

(5) Any mortgage, bond, pledge, guarantee or other instrument to secure future advances, facilities or services by any of the amalgamating financial institutions, or, as the case may be, the financial institution transferring those assets or liabilities, which was in force immediately prior to the amalgamation or transfer, shall remain of full force and effect and shall be construed as a mortgage, bond, pledge, guarantee or instrument given to or in favour of the amalgamated financial institution or, as the case maybe, the financial institution taking over those assets or liabilities as security for future advances, facilities or services by that institution.

(6) The Registrar of Companies, the Land Registrar, the Registrar of Deeds and every officer having responsibility for the registration of any title or any property belonging to, or any mortgage, bond or other rights in favour of, or any appointment of or by or in which has been issued any licence to or in favour of any financial institution which has amalgamated with any other financial institution or any financial institution which has transferred any of its assets or liabilities to any other financial institution shall -

(a) on being satisfied that-

(i) in the case of the local financial institution, the Central Bank has, in terms of paragraph 1, approved of the amalgamation or transfer, or

(ii) in the case of a foreign financial institution, the Central Bank has been notified in terms of paragraph 2,

and that the amalgamation or transfer has been duly effected; and

(b) on the production by the financial institution to him of any relevant deed, bond, certificate, letter of appointment, licence or other document, make such endorsements thereon and effect such alteration thereto as may be necessary to record the transfer of it and of any rights under it to the amalgamated institution, or, as the case may be, the financial institution which has taken over those assets or liabilities, and no transfer fees, stamp duty, registration, fees, transcription fees, inscription fees, licence fees, or other charges shall be payable in respect of the transfer or any endorsement or alteration so made to give effect to the transfer.

(7) This paragraph does not affect the rights of any creditor of a financial institution which has amalgamated with or transferred any assets or liabilities to any other financial institution, except to the extent provided in this paragraph.

___________________________

[bookmark: _Toc521419501][bookmark: zoupio-_Toc384980558][bookmark: _Toc384980558]SCHEDULE 2 - WINDING UP OF LOCAL FINANCIAL INSTITUTIONS

Section 66(2)

[bookmark: _Toc521419502][bookmark: zoupio-_Toc384980559][bookmark: _Toc384980559]PART I - VOLUNTARY WINDING UP

[bookmark: _Toc521419503][bookmark: zoupio-_Toc384980560][bookmark: _Toc384980560]Authorisation

1.(1) No local financial institution shall be voluntarily wound up except with the prior written authorisation of the Central Bank.

(2) Authorisation under subparagraph (1) shall be granted only if it appears to the Central Bank that -

(a) the financial institution is solvent and has sufficient liquid assets to repay its depositors and other creditors without delay; and

(b) the winding up has been approved at a general meeting of the financial institution called expressly for the purpose by the affirmative vote of the holders of not less than three quarters of the issued shares entitled to vote:

Provided that if the winding up is to be effected in whole or in part through the sale of any of the assets of the financial institution to, or the assumption of any of its deposit liabilities by, another financial institution, the Central Bank may, if it considers that the institution is in imminent danger of insolvency, waive the requirement in subparagraph (b) for approval at a general meeting.

(3) The voluntary winding up is deemed to commence on authorisation by the Central Bank under this paragraph.

[bookmark: _Toc521419504][bookmark: zoupio-_Toc384980561][bookmark: _Toc384980561]Operations of local financial institution to cease

2.(1) When a local financial institution has received the authorisation of the Central Bank under paragraph 1 it shall -

(a) immediately cease to do business, except for business necessary to effect an orderly winding up;

(b) repay its depositors and other creditors;

(c) return all funds and other property held by it to the persons entitled to the possession of such funds and property; and

(d) wind up all operations undertaken prior to the receipt of the authorisation.

(2) Notwithstanding anything to the contrary in its memorandum or articles, the financial institution shall continue to buy body corporate under the Companies Act, until it is dissolved under paragraph 5(4).

[bookmark: _Toc521419505][bookmark: zoupio-_Toc384980562][bookmark: _Toc384980562]Notice of winding up

3.(1) A notice of voluntary winding up, giving such information as the Central Bank may require, shall be -

(a) published by the local financial institution in the Gazette and in a local newspaper;

(b) given by the financial institution to the Registrar of Companies within 14 days of the authorisation under paragraph 1; and

(c) sent within 30 days of the authorisation under paragraph 1 by the financial institution by registered post to all customers, depositors, beneficial owners, other creditors, safe deposit box lessees, owners of funds or property held by the financial institution as a fiduciary or on hire, loan, deposit or pledge and to all shareholders.

(2) The Central Bank may exempt the financial institution from sending notice under subparagraph (1)(c) to any specified person if it is satisfied that -

(a) it is impracticable to do so; and

(b) the person has otherwise had adequate notice.

(3) A copy of the notice under this paragraph shall be kept displayed in a conspicuous place in the public part of each place of business of the financial institution and shall be given such other publicity as the Central Bank may direct.

[bookmark: _Toc521419506][bookmark: zoupio-_Toc384980563][bookmark: _Toc384980563]Rights of depositors etc.

4.(1) Authorisation for winding up under paragraph 1 shall not prejudice -

(a) the rights of a depositor, beneficiary owner or other creditor to payment in full of his claim; or

(b) the right of any person to the return of funds or other property held by the financial institution.

(2) All lawful claims shall be paid promptly and all funds and other property held by the financial institution shall be returned to the persons entitled to possession within such period of time as the Central Bank may determine.

[bookmark: _Toc521419507][bookmark: zoupio-_Toc384980564][bookmark: _Toc384980564]Discharge of obligations of institution

5.(1) Subject to subparagraphs (2) and (3), where the Central Bank is satisfied that a local financial institution has discharged all the obligations referred to in paragraph 4(2) -

(a) the banking licence of the institution shall be revoked; and

(b) the remainder of its assets shall be distributed by the financial institution among the shareholders in proportion to the nominal values of their respective shares.

(2) No distribution under subparagraph (1) shall be made before -

(a) all claims of depositors, beneficial owners and other creditors have been paid, or, in the case of a disputed claim, before the financial institution has turned over to the Central Bank sufficient funds to meet any liability that may be judicially determined;

(b) any funds payable to a depositor, beneficial owner or any other creditor who has not claimed them have been turned over to the Central Bank; and

(c) any other funds and property held by the financial institution which cannot be returned to the personsentitled to their possession in accordance with this paragraph have been dealt with in accordance with section 59 (reports of abandoned property).

(3) All costs, charges and expenses properly incurred in the winding up are payable out of the assets of the financial institution in priority to a distribution under subparagraph (1)(b).

(4) The Central Bank shall inform the Registrar of Companies of the revocation of the banking licence of the financial institution under subparagraph (1) and the Registrar shall -

(a) strike the name of the financial institution off the register of companies; and

(b) publish a notice of the striking off in the Gazette,

and on the date of publication in the Gazette of that notice the financial institution shall be dissolved.

(5) Without prejudice to the generality of section 65 (application of Companies Act), the provisions of the Companies Act, other than those specified in Part III of this Schedule, shall apply to a financial institution struck off under sub-paragraph (4) as they apply to a company struck off under section 305 of that Act and the liability, if any, of every director, officer, member, shareholder and contributory of the company shall continue and may be enforced as if the company had not been dissolved.

(6) When the remainder of the assets of the local financial institution have been distributed in accordance with subparagraph (1)(b), its books and papers shall be disposed of in such way as the Central Bank directs.

[bookmark: _Toc521419508][bookmark: zoupio-_Toc384980565][bookmark: _Toc384980565]Revocation of banking licence if assets insufficient

6.(1) Where a local financial institution is being wound up voluntarily under this Schedule, and, in the opinion of the Central Bank -

(a) the assets of the financial institution will not be sufficient for the full discharge of its obligations; or

(b) the completion of the winding up is unduly delayed, the Central Bank shall revoke the banking licence of the financial institution and appoint a liquidator for the compulsory winding up of the financial institution in terms of Part II of this Schedule.

[bookmark: _Toc521419509][bookmark: zoupio-_Toc384980566][bookmark: _Toc384980566]Effective date of revocation

7. Sections 13(2) to (5) (taking effect of revocation) and section 16 (appeals against revocation) do not apply to a revocation under paragraph 5 or 6.

[bookmark: _Toc521419510][bookmark: zoupio-_Toc384980567][bookmark: _Toc384980567]PART II - COMPULSORY WINDING UP

[bookmark: _Toc521419511][bookmark: zoupio-_Toc384980568][bookmark: _Toc384980568]Start of compulsory winding up

8.(1) The date of the start of compulsory winding up of a local financial institution is the date on which the revocation of its banking licence -

(a) becomes final in terms of section 13(5); or

(b) is ordered under paragraph 6 of this Schedule, paragraph 5(1) (b) of Schedule 3 or paragraph 8 of Schedule 4.

(2) When the compulsory winding up of a local financial institution starts it shall immediately suspend all business and the liquidator appointed under paragraph 9 shall take charge of all books, records and assets of the financial institution and shall direct the winding up in accordance with this Part of this Schedule.

(3) The liquidator shall without delay make an inventory of the assets of the financial institution and shall give to the Central Bank a copy of that inventory, which shall be available at the office of the Central Bank for examination by any interested person at such times as the Central Bank determines.

[bookmark: _Toc521419512][bookmark: zoupio-_Toc384980569][bookmark: _Toc384980569]Appointment of liquidator

9.(1) At the start of the compulsory winding up of a local financial institution the Central Bank shall appoint a person who, in the opinion of the Central Bank, is suitably qualified to liquidator of the financial institution.

(2) The liquidator shall give effect to any direction communicated to him by the Central Bank which is not inconsistent with this Act.

(3) In this Part of this Schedule (except in the reference in paragraph 11 to the liquidator in a winding up by the Court under sections 222(1) and (2) of the Companies Act) "liquidator" means a liquidator appointed under this paragraph.

[bookmark: _Toc521419513][bookmark: zoupio-_Toc384980570][bookmark: _Toc384980570]Notice of liquidator

10. A notice of compulsory winding up, giving such information as the Central Bank may require, shall be -

(a) published by the liquidator in the Gazette and in a local newspaper; and

(b) given by the liquidator to the Registrar of Companies within 14 days of the start of the compulsory winding up.

[bookmark: _Toc521419514][bookmark: zoupio-_Toc384980571][bookmark: _Toc384980571]Powers of liquidator

11. The liquidator shall have the full and exclusive power of management and control of the financial institution for the purpose of the winding up, including without prejudice to this generality, the power -

(a) to wind up its operations;

(b) wholly or partially to suspend, limit or stop the payment of its obligations;

(c) to employ any necessary staff;

(d) to execute any instrument in the name of the financial institution;

(e) to initiate, defend and conduct in the name of the financial institution any action or any proceedings to which the financial institution may be a party, and shall have the power of the liquidator in a winding up by the Court under section 222(1) and (2) of the Companies Act, and in the application of those provisions to a winding up under this Part of this Schedule, for the reference to the sanction either of the court or of the committee of inspection there shall be substituted a reference to the sanction of the Central Bank.

[bookmark: _Toc521419515][bookmark: zoupio-_Toc384980572][bookmark: _Toc384980572]Operation of contracts, liens etc.

12. Notwithstanding the Civil Code or any other law to the contrary, under compulsory winding up proceedings, any period, whether statutory, contractual or otherwise, on the expiration of which a claim or right of the financial institution would expire or be extinguished within 6 months of the start of compulsory winding up shall be extended so that it expires or is extinguished on the date of 6 months after the start of compulsory winding up.

[bookmark: _Toc521419516][bookmark: zoupio-_Toc384980573][bookmark: _Toc384980573]Power to terminate contracts

13.(1) Within 6 months from the start of compulsory winding up the liquidator may, notwithstanding the relevant contract, but subject to any other relevant law, terminate -

(i) any employment contract;

(ii) any contract for services to which the financial institution was a party;

(iii) any obligation of the financial institution as a lessee.

(2) A lessor who receives 90 days' notice that the liquidator is exercising discretionary powers under subparagraph (1) to terminate the lease has no claim for rent (other than rent, accrued on the date of termination of the lease) nor for damages by reason of that termination.

[bookmark: _Toc521419517][bookmark: zoupio-_Toc384980574][bookmark: _Toc384980574]Termination of fiduciary functions

14. As soon as possible after the start of compulsory winding up, the liquidator shall take the necessary steps -

(a) to terminate all fiduciary functions performed by the financial institution and all functions performed by the financial institution on behalf of other persons;

(b) to deliver any assets or property held by the financial institution as a fiduciary or on behalf of any person to another person as fiduciary or to the person entitled to possession of the assets or property, as may be appropriate; and

(c) to settle the fiduciary accounts of the financial institution.

[bookmark: _Toc521419518][bookmark: zoupio-_Toc384980575][bookmark: _Toc384980575]Statements of claim

15.(1) As soon as possible after the start of compulsory winding up the liquidator shall send by registered post to all depositors, beneficial owners or property held by the financial institution as a fiduciary or on hire, loan, deposit or pledge, a statement setting out the nature and amount in respect of which their claim against the financial in, other creditors, safe deposit box lessees, and owners of funds institution is shown on its books.

(2) Any person referred to in subparagraph (1) who does not receive a statement under that subparagraph may lodge a claim or objection with the liquidator within 90 days of the start of compulsory winding up.

(3) A statement under subparagraph (1) shall state that any objection concerning the nature or amount of the claim must be filed with the liquidator before a specified date not later than 60 days after the date of the statement and shall ask safe deposit box lessees and owners of property held by the financial institution on hire, loan, deposit or pledge to withdraw their property.

(4) The Central Bank may, before the commencement of the 60-day period, exempt the liquidator from sending statements under subparagraph (1) to any specified person if it is satisfied that -

(a) it is impracticable to do so; and

(b) the person is not likely to dispute the nature or amount for which his claim is shown on the financial institution's books.

[bookmark: _Toc521419519][bookmark: zoupio-_Toc384980576][bookmark: _Toc384980576]Rejection of claims and determination of amounts owing

16.(1) Within 3 months after the date specified under paragraph 15(3), or within such longer period as may be determined by the Central Bank, the liquidator shall -

(a) reject any claim or any objection filed under paragraph 15(3) if he doubts its validity;

(b) determine the amount, if any, owing to each known depositor or other creditor and the priority class of his claim under paragraph 17;

(c) notify each person -

(i) whose claim has not been allowed in full;

(ii) whose claim or objection has been rejected; or

(iii) whose claim may not be paid in full.

(2) Any person aggrieved by a notice under subparagraph (1)(c) may, within 21 days of such notification, appeal against the decision of the liquidator to the Supreme Court, who may uphold, vary or reverse the liquidator's decision.

[bookmark: _Toc521419520][bookmark: zoupio-_Toc384980577][bookmark: _Toc384980577]Preferential payment

17.(1) In a compulsory winding up under this Part of this Schedule there shall be paid, in priority to all other debts or claims against the financial institution and in the following order -

(a) all necessary and reasonable expenses incurred by the liquidator in the application of this Part of this Schedule;

(b) all wages or salary (whether or not earned wholly or in part by way of commission) of any officer or employee in respect of services rendered to the financial institution during the four months immediately preceding the date on which the banking licence was revoked, being a sum which, in the case of anyone claimant does not exceed R2,000;

(c) all tax on income and other taxes assessed on the company up to the 31st day of December in the year immediately preceding that in which the banking licence was revoked, but not exceeding in the whole one year's assessment, the year for which priority is claimed being selected by the Revenue Commissioner;

(d) any funds deposited with the financial institution with interest accrued thereon, not exceeding in respect of any one account R10,000;

(e) all other claims lodged timeously;

(f) other deposits with interest accrued thereon;

(g) any fees and assessments due to the Central Bank.

(2) If the amount available for any class is insufficient to provide payment in full, the amount shall be distributed rateably among the members of the class.

(3) After payment of all claims specified in subparagraph (1) the liquidator may pay any remaining claims not lodged within specified time.

[bookmark: _Toc521419521][bookmark: zoupio-_Toc384980578][bookmark: _Toc384980578]Schedule of proposed steps and timetable

18.(1) Within 3 months after the date specified under paragraph 15(2), or within such longer period as may be determined by the Central Bank, the liquidator shall -

(a) prepare a schedule of the steps proposed to be taken and the timetable proposed to be followed to complete the winding up under this Part of this Schedule; and

(b) publish once in the Gazette, and once a week for 3 consecutive weeks in a local newspaper, a notice of the date and place where the schedule and timetable will be available for inspection, and the date, not earlier than 30 days from the date of the third publication in the local newspaper, on which the liquidator will lodge the schedule and timetable with the Supreme Court for approval.

(2) Within 21 days after the schedule and timetable have been lodged with the Supreme Court under subparagraph (1), any depositor, other creditor, shareholder, or other interested party may file an objection to any step or time proposed.

(3) If an objection is sustained by the Supreme Court, it shall direct that an appropriate modification of the schedule and timetable be made.

[bookmark: _Toc521419522][bookmark: zoupio-_Toc384980579][bookmark: _Toc384980579]Payment of claims

19.(1) Where the schedule and timetable have been approved by the Supreme Court the liquidator may, from time to time, make partial distribution to the holders of the claims which are undisputed or which have been allowed by Court, on condition that a proof reserve is established for the payment of disputed claims.

(2) As soon as possible after all objections have been decided on, the liquidator shall make the final distribution.

[bookmark: _Toc521419523][bookmark: zoupio-_Toc384980580][bookmark: _Toc384980580]Disposal of assets

20. Any assets remaining after all claims have been paid under paragraph 19 shall be distributed among the shareholders in proportion to the nominal values of their respective shares.

[bookmark: _Toc521419524][bookmark: zoupio-_Toc384980581][bookmark: _Toc384980581]Safe deposit boxes and unclaimed property

21.(1) Any safe deposit boxes the contents of which have not been withdrawn before the date specified under paragraph 15(3) shall be opened in the manner determined by the liquidator.

(2) The contents of safe deposit boxes opened under subparagraph (1), or any unclaimed property held by the institution in hire, loan, deposit or pledge, shall -

(a) if they are monies, be transferred on the direction of the Central Bank to a special account with the Central Bank;

(b) if they are not monies, be referred on the direction of the Central Bank to the Minister for such action as he shall determine.

(3) Any items dealt with under subparagraph (2) shall be presumed to be abandoned property, and shall be dealt with in accordance with Part VI (abandoned property) of this Act if within 10 years of the original date of deposit the owner has not evidenced an interest in the items.





[bookmark: _Toc521419525][bookmark: zoupio-_Toc384980582][bookmark: _Toc384980582]Unclaimed funds

22.(1) Unclaimed funds remaining after the final distribution under paragraphs 19 and 20 or which are not subject to other provisions of this Act shall, on the direction of the Central Bank, be transferred to a special account with the Central Bank and may be used by the Central Bank for such purposes as may be determined by the Central Bank after consultation with the Minister.

(2) If within 10 years of the date of the final distribution under paragraphs 19 and 20, as the case may be, the owner has not evidenced an interest in funds transferred under subparagraph (1) they shall be presumed to be abandoned property and shall be dealt with in accordance with Part VI (abandoned property) of this Act.

[bookmark: _Toc521419526][bookmark: zoupio-_Toc384980583][bookmark: _Toc384980583]Audit

23.(1) When all assets have been distributed in accordance with this Part of this Schedule, the liquidator shall, after approval by the Central Bank, submit to the Supreme Court for its approval an audited statement of account of his dealing with the assets of the financial institution together with an auditor's report.

(2) The auditor shall be a person who in the opinion of the Central Bank is suitably qualified to discharge the duties of auditor, and his remuneration shall be paid by the liquidator.

(3) A person shall not be qualified for appointment as auditor of the liquidator's statement unless he is a member of a body of accountants (whether established in or outside Seychelles) for the time being recognised for the purposes of this paragraph by the Central Bank.

(4) In his report the auditor shall state -

(a) whether in his opinion the liquidator's statement of accounts is full and fair and properly drawn up;

(b) whether the statement exhibits a true and correct statement of the dealings of the liquidator with the assets of the financial institution; and

(c) where the auditor has called for any explanation or information from the liquidator and whether that explanation or information is satisfactory.

(5) The approval of that statement of account and report by the Court relieves the liquidator and the Central Bank of any liability in connection with the winding up.

(6) The liquidator shall inform the Registrar of Companies of the approval of statement of account and report by the Court and the Registrar shall -

(a) strike the name of the financial institution off the register of companies; and

(b) publish a notice of the striking off in the Gazette,

and on the date of publication in the Gazette of that notice the financial institution shall be dissolved.

(7) Without prejudice to the generality of section 65 (application of the Companies Act), the provisions of the Companies Act, other than those specified in Part III of this Schedule, shall apply to a financial institution struck off under subparagraph (6) as they apply to a company struck off under section 305 of that Act, and the liability, if any, of every director, officer, member, shareholder and contributory of the company shall continue and may be enforced as if the company had not been dissolved.

[bookmark: _Toc521419527][bookmark: zoupio-_Toc384980584][bookmark: _Toc384980584]PART III - PROVISIONS OF THE COMPANIES ACT 1972 WHICH DO NOT APPLY

In the table below, the first column indicates the section number of the provision of the Companies Act, the second column indicates the general subject matter of the provision and the third column indicates whether the provision does not apply in relation to the voluntary winding up or compulsory winding up of a financial institution or to both.




	
Section


	
Subject Matter


	
Mode





	
202


	
Modes of winding up


	
Compulsory





	
205 - 206


	
Cases in which company may be wound up by the Court


	
Compulsory





	
207 - 208


	
Petition for winding up and its effect


	
Compulsory





	
209


	
Commencement of winding up


	
Compulsory





	
211


	
Provisional liquidator


	
Compulsory





	
213


	
Registration of winding up order


	
Compulsory





	
214 - 216


	
Official Receiver


	
Compulsory





	
217 - 223


	
Liquidators


	
Compulsory





	
226 - 228


	
Audit of accounts of and supervision and release of liquidators


	
Compulsory





	
229 - 231


	
Committees of inspection


	
Compulsory





	
232


	
Meetings of shareholders and creditors


	
Compulsory





	
233


	
Stay of winding up


	
Compulsory





	
234


	
Settlement of list of contributories etc.


	
Compulsory





	
236


	
Examination of directors, officers, etc.


	
Compulsory





	
237(2) - (5)


	
Power of court to make calls


	
Compulsory





	
238


	
Miscellaneous powers of court


	
Compulsory





	
239


	
Order of payment into a bank


	
Compulsory





	
240


	
Special Manager


	
Compulsory





	
241


	
Public examination of directors etc.


	
Compulsory





	
244


	
Delegation of court's power to liquidator


	
Compulsory





	
245


	
Dissolution of company


	
Compulsory





	
247 - 250


	
Resolutions for and commencement of voluntary winding up


	
Voluntary





	
251


	
Effect of voluntary winding up


	
Voluntary





	
253 - 259


	
Members voluntary winding up


	
Voluntary





	
260 - 267


	
Creditors voluntary winding up


	
Voluntary





	
268


	
Provisions for every voluntary winding up


	
Voluntary





	
269(1)


	
Costs of winding up


	
Voluntary





	
270 - 272


	
Liquidators


	
Voluntary





	
273(1) and (2)


	
Powers of court in winding up by court


	
Voluntary





	
274


	
Order for company in voluntary liquidation to be wound up by court


	
Voluntary





	
275


	
General meetings of company in voluntary liquidation


	
Voluntary





	
277


	
Application of bankruptcy rules


	
Voluntary





	
278


	
Preferential payment


	
Voluntary





	
281


	
Disclaimer by liquidator


	
Voluntary





	
293


	
Disqualification of body corporate from appointment as liquidator


	
Both





	
294


	
Order against liquidator to make good default


	
Both





	
296


	
Exemption from stamps duty


	
Both





	
298(1)


	
Disposal of books and papers of company


	
Both





	
299


	
Returns by liquidator to Registrar


	
Both





	
300


	
Unclaimed assets


	
Both





	
304


	
Avoidance of dissolution


	
Both





	
305


	
Power of Registrar of strike name of defunct company off register


	
Both







_____________________________





[bookmark: _Toc521419528][bookmark: zoupio-_Toc384980585][bookmark: _Toc384980585]SCHEDULE 3 - SEIZURE BY THE CENTRAL BANK

Section 66(3)

[bookmark: _Toc521419529][bookmark: zoupio-_Toc384980586][bookmark: _Toc384980586]Central Bank taking possession

1.(1) The Central Bank may take possession of any financial institution -

(a) whose minimum required capital in terms of section 23 is impaired or whose condition is otherwise unsound;

(b) whose business is, in the opinion of the Central Bank, being conducted in an unlawful or imprudent manner;

(c) where the continuation of its activities is, in the opinion of the Central Bank, detrimental to the interests of its depositors;

(d) which refuses to submit itself to or otherwise obstructs any inspection by the Central Bank under section 42 of this Act or section 36 of the Central Bank of Seychelles Act;

(e) whose banking licence has been revoked and section 13(1), notwithstanding section 13(2) to (5) or any appeal or right to appeal under section 16.

(2) When taking possession of a financial institution under subparagraph (1), the Central Bank shall post on the premises of the institution a notice announcing its action under this Schedule, and the time when its possession is deemed to take effect, which shall not be earlier than the posting of the notice.

(3) Copies of a notice posted under subparagraph (2) shall be -

(a) given by the Central Bank to the Supreme Court and to the Registrar of Companies; and

(b) published immediately in the Gazette and in a local newspaper; and

(c) in the case of a foreign financial institution, sent by the Central Bank to the head office of the institution.

[bookmark: _Toc521419530][bookmark: zoupio-_Toc384980587][bookmark: _Toc384980587]Consequences of seizure

2. Notwithstanding the Civil Code or any other rule of law to the contrary, where the Central Bank takes possession of a financial institution under this Schedule -

(a) any period, whether statutory, contractual or otherwise, on the expiration of which a claim or right of the financial institution would expire or be extinguished on or after the seizure, shall be extended so that it does not expire or is not extinguished while possession by the Central Bank under this Schedule continues;

(b) any attachment or lien on the property or assets of the financial institution in Seychelles (except a lien existing 6 months prior to the seizure of the financial institution under this Schedule) shall cease to have effect;

(c) no attachment or lien (except a lien created by the Central Bank in the application of this Schedule), shall attach to any property or assets of the financial institution in Seychelles so long as possession by the Central Bank under this Schedule continues; and

(d) any transfer of any assets in Seychelles of the financial institution made within 6 months prior to the seizure of the financial institution shall be null and void unless the financial institution satisfies the Central Bank that the transfer was not made with the intent to effect a preference.

[bookmark: _Toc521419531][bookmark: zoupio-_Toc384980588][bookmark: _Toc384980588]Management by Central Bank

3.(1) Where the Central Bank takes possession of a financial institution under this Schedule, subject to subparagraph (2), there is vested in the Central Bank the full and exclusive power of management and control of the affairs of the financial institution, including, without prejudice to this generality, the power -

(a) to continue or discontinue its operations as a financial institution (notwithstanding that its banking licence has been revoked);

(b) wholly or partially to suspend, limit or stop the payment of its obligations;

(c) to employ any necessary staff;

(d) to execute any instrument in the name of the financial institution;

(e) to initiate, defend and conduct in its own name any action or any proceedings to which the financial institution may be a party;

(f) to reorganise, wind up or close down the financial institution in accordance with this Act.

(2) In the case of a foreign financial institution the power vested in the Central Bank under subparagraph (1) applies to -

(a) the operation of the financial institution in and with respect to Seychelles; and

(b) the assets and liabilities whether in or outside Seychelles of the financial institution pertaining to any branch of the financial institution in Seychelles.

(3) As soon as possible after taking possession of a financial institution the Central Bank shall make an inventory of the assets of the institution and shall transmit a copy of that inventory to the Supreme Court.

(4) The copy of the inventory transmitted to the Supreme Court under subparagraph (3) shall be available for examination by any interested person at such place and such time as the Court directs.

[bookmark: _Toc521419532][bookmark: zoupio-_Toc384980589][bookmark: _Toc384980589]Appeal

4. The financial institution may, within 21 days of the Central Bank taking possession under this Schedule, apply to the Supreme Court to have the seizure lifted.

[bookmark: _Toc521419533][bookmark: zoupio-_Toc384980590][bookmark: _Toc384980590]Further action by Central Bank

5.(1) Within a maximum period of 30 days from taking possession under this Schedule, the Central Bank shall -

(a) start the reorganisation of the financial institution under Schedule 4 (in which case the seizure under this Schedule remains effective until terminated under paragraph 7 of Schedule 4); or

(b) revoke the banking licence of the financial institution and -

(i) in the case of a local financial institution, start the compulsory winding up of that institution under Schedule 2; or

(ii) in the case of a foreign financial institution, close that institution under paragraph 2(2) of Schedule 5; or

(c) terminate the seizure and return full management, control and possession to the institution.

(2) Where the Central Bank terminates a seizure under paragraph (1)(c) -

(a) it may take action under section 53 (Central Bank's powers over unsafe practices);

(b) it shall immediately give notice of the termination -

(i) to the Supreme Court and the Registrar of Companies;

(ii) in the Gazette and in a local newspaper; and

(iii) in the case of a foreign financial institution, to its head office.

(3) Section 13(2) to (5) (taking effect of revocation) and section 16 (appeals against revocation) do not apply to the revocation of a banking licence under subparagraph (1)(b).

_____________________

[bookmark: _Toc521419534][bookmark: zoupio-_Toc384980591][bookmark: _Toc384980591]SCHEDULE 4 - REORGANISATION OF FINANCIAL INSTITUTIONS

Section 66(4)

[bookmark: _Toc521419535][bookmark: zoupio-_Toc384980592][bookmark: _Toc384980592]PART I - REORGANISATION OF LOCAL FINANCIAL INSTITUTIONS

[bookmark: _Toc521419536][bookmark: zoupio-_Toc384980593][bookmark: _Toc384980593]Appointment of reorganising agent

1.(1) Where under paragraph 5(1)(a) of Schedule 3 the Central Bank decides to reorganise a local financial institution, it shall appoint one of its officers or a suitably qualified person as reorganising agent to direct the reorganisation in accordance with this Schedule.

(2) The reorganising agent shall act under the supervision of the Central Bank and shall give effect to any direction give to him by the Central Bank which is not inconsistent with this Act.

(3) In this Schedule, and in section 49, "reorganising agent" means a reorganising agent appointed under this paragraph.

[bookmark: _Toc521419537][bookmark: zoupio-_Toc384980594][bookmark: _Toc384980594]Reorganisation plan

2.(1) The reorganising agent shall, as soon as possible, and taking into account the interests of persons concerned with the local financial institution, draw up a reorganisation plan for the local financial institution.

(2) The reorganisation plan shall -

(a) be equitable to all depositors, beneficial owners, other creditors, safe deposit box lessees, owners of funds or property held by the financial institution as a fiduciary or on hire, loan, deposit or pledge and to the shareholders of the institution;

(b) provide for an amalgamation with or transfer to another financial institution under Schedule 1, or for bringing in new funds, so as to establish adequate ratios between -

(i) capital and deposits; and

(ii) liquid assets and deposits;

(c) provide for the removal of any director, manager, officer, employee or agent of the financial institution who in the opinion of the Central Bank was responsible for or contributed to the circumstances which led to the seizure of the institution under Schedule 3; and

(d) be approved by the Central Bank before copies are sent out under paragraph 3.

[bookmark: _Toc521419538][bookmark: zoupio-_Toc384980595][bookmark: _Toc384980595]Notice of plan

3.(1) The reorganising agent shall send to all depositors, beneficial owners, other creditors, safe deposit box lessees, owners of property held by the institution as a fiduciary or on hire, loan, deposit or pledge and the shareholders of the institution a copy of the reorganisation plan with notice that -

(a) if, within 30 days of the date on which it is sent, the plan is not objected to in writing by persons holding one-third or more of the aggregate amount of deposits and other liabilities of the institution (as determined by the Central Bank), the reorganising agent will proceed with the reorganisation in accordance with this Schedule; and

(b) those persons may submit written objections to the plan to the reorganising agent within 30 days of the date on which it is sent.

(2) The reorganising agent shall publish in the Gazette and in a local newspaper a notice that the reorganisation plan is available for examination by any interested person at such place and at such times as are specified in the notice.

(3) The Central Bank may, before the commencement of the 30-day period, exempt the reorganising agent from sending copies of the reorganisation plan to any person specified by the Central Bank if it is satisfied that -

(a) it is impracticable to do so; and

(b) such person has otherwise had adequate notice.

[bookmark: _Toc521419539][bookmark: zoupio-_Toc384980596][bookmark: _Toc384980596]Objections to and modifications of reorganisation plan

4. The reorganising agent shall consider all objections to the reorganisation plan submitted under paragraph 3(1)(b), and may, in his discretion -

(a) modify the plan on account of one or more of the objections, and where he does so the procedure provided for in this paragraph and paragraph 3 shall apply to such modification as it applies to the reorganisation plan;

(b) proceed with the original plan as if no objection had been made; or

(c) if on account of the objections he consider that the reorganisation of the financial institution will not be possible, request the Central Bank to revoke the banking licence of the institution and start its compulsory winding up in terms of paragraph 8:

Provided that paragraph (b) shall not apply if persons holding, in aggregate, one third or more of the deposits and other liabilities of the financial institution (as determined by the Central Bank) have objected to the reorganisation plan under paragraph 3(1)(b).

[bookmark: _Toc521419540][bookmark: zoupio-_Toc384980597][bookmark: _Toc384980597]Approval of the Supreme Court

5.(1) Where the reorganising agent decides to proceed with the reorganisation plan either in its original form or with the modifications, he shall, with the approval of the Central Bank submit the reorganisation plan for the approval of the Supreme Court.

(2) Before submitting the plan for approval, the reorganising agent may, with the approval of the Central Bank and without complying with the procedures under paragraphs 3 and 4, amend or modify the plan so as -

(a) to remove any unfairness to any class of depositors, beneficial owners, other creditors, interested parties or shareholders;

(b) to make its execution more workable or practicable; or

(c) to correct any error or ambiguity.

(3) The Supreme Court may -

(a) approve the reorganisation plan subject to such modifications or alterations as it may determine; or

(b) reject the reorganisation plan either with or without making a direction to the Central Bank in terms of paragraph 8(1)(d) to revoke the banking licence of the financial institution and start its compulsory winding up.

[bookmark: _Toc521419541][bookmark: zoupio-_Toc384980598][bookmark: _Toc384980598]Execution of reorganization

6.(1) The reorganising agent shall carry on the reorganisation plan as soon as it has been approved by the Supreme Court and, for this purpose, the reorganising agent has all the necessary and incidental powers in respect of and in relation to the financial institution, notwithstanding the powers vested in the Central Bank under paragraph 3(1) of Schedule 3.

(2) When the reorganisation of the financial institution has been completed to the satisfaction of the reorganising agent he shall so inform the Central Bank.

[bookmark: _Toc521419542][bookmark: zoupio-_Toc384980599][bookmark: _Toc384980599]Completion of reorganisation

7.(1)   (a) Where the reorganising agent informs the Central Bank under paragraph 6(2) that the reorganisation of the financial institution has been completed to his satisfaction; or

(b) if at any stage of proceedings under this Schedule the Central Bank is of the opinion that it is no longer necessary to proceed with the reorganisation, the Central Bank shall terminate the seizure effected under Schedule 3 and return full management, control and possession to the local financial institution.

(2) Paragraph 5(2) (further action by Central Bank) of Schedule 3 applies to termination of a seizure under this paragraph.

[bookmark: _Toc521419543][bookmark: zoupio-_Toc384980600][bookmark: _Toc384980600]Revocation of banking licence

8.(1) Notwithstanding paragraphs 5(2), 6 and 7 if at any stage of the procedure under this Schedule -

(a) the reorganising agent so requests under paragraph 4(c); or

(b) the reorganising agent is of the opinion that -

(i) the assets of the financial institution will not be sufficient for the full discharge of all its obligations; or

(ii) completion of the reorganisation is unduly delayed; or

(iii) it is impracticable to proceed with the reorganisation of the financial institution; or

(c) the Central Bank is of the opinion that it is impracticable to proceed with the reorganisation of the financial institution; or

(d) the Central Bank is directed to do so by the Supreme Court,

the Central Bank shall revoke the banking licence of the financial institution and appoint a liquidator for the compulsory winding up of the institution in terms of Part II of Schedule 2.

(2) Sections 13(2) to (5) (taking effect of revocation) and 16 (appeals against revocation) do not apply to a revocation under this paragraph.

[bookmark: _Toc521419544][bookmark: zoupio-_Toc384980601][bookmark: _Toc384980601]PART II - REORGANISATION OF FOREIGN FINANCIAL INSTITUTIONS

9.(1) The Central Bank may order the reorganisation of a foreign financial institution by its head office under the supervision of the Central Bank and subject to such terms and conditions as the Central Bank may determine.

(2) Any reorganisation under this paragraph is conditional on the full protection of the interests in Seychelles of all depositors, beneficial owners, other creditors, safe deposit box lessees and persons otherwise entitled to funds or property held by the foreign financial institution in Seychelles as a fiduciary or on hire, loan deposit or pledge.

___________________________

[bookmark: _Toc521419545][bookmark: zoupio-_Toc384980602][bookmark: _Toc384980602]SCHEDULE 5 - CLOSURE OF FOREIGN FINANCIAL INSTITUTIONS

Section 66(5)

[bookmark: _Toc521419546][bookmark: zoupio-_Toc384980603][bookmark: _Toc384980603]Approval of closure

1. No foreign financial institution shall close down its business in Seychelles except with the written approval of the Central Bank, which may be given subject to such terms and conditions as the Central Bank may specify; and if approval is granted, the affairs of the institution shall be wound up in accordance with this Schedule.

[bookmark: _Toc521419547][bookmark: zoupio-_Toc384980604][bookmark: _Toc384980604]Compulsory closure

2.(1) Where a revocation of the banking licence of a foreign financial institution has been made final under section 13, the business of that institution in and with respect to Seychelles shall be closed down and its affairs wound up in accordance with this Schedule.

(2) If -

(a) liquidation or winding up proceedings in respect of a foreign financial institution are instituted in the country where its head office is located; or

(b) the Central Bank so decides under paragraph 5(1)(b) of Schedule 3 (seizure),

the Central Bank shall order the business of that institution in and with respect to Seychelles to be closed down and its affairs wound up in accordance with this Schedule.

[bookmark: _Toc521419548][bookmark: zoupio-_Toc384980605][bookmark: _Toc384980605]Notice of closure

3. A notice of closure, giving such information as the Central Bank may require, shall be -

(a) published by the foreign financial institution in the Gazette and in a local newspaper; and

(b) given by the foreign financial institution to the Registrar of Companies.

[bookmark: _Toc521419549][bookmark: zoupio-_Toc384980606][bookmark: _Toc384980606]Appointment of supervising agent

4.(1) The Central Bank shall appoint a qualified person as supervising agent of the closure of the business of that foreign financial institution in and with respect to Seychelles.

(2) The supervising agent shall oversee the winding up of the foreign financial institution under this Schedule and shall -

(a) take all measures necessary to ensure that no assets owned by the institution are removed from Seychelles until all obligations and liabilities incurred by the institution in the conduct of banking business in Seychelles have been covered in accordance with its undertaking under section 5(1)(f); and

(b) report to the Central Bank -

(i) any contravention by the foreign financial institution, or by any director, manager, officer, employee or agent of the institution of this Act or the Central Bank of Seychelles Act;

(ii) any action or proposed action by the foreign financial institution which in his opinion may be to the detriment of depositors with or creditors of the institution in Seychelles.

(3) The supervising agent shall give effect to any direction issued to him by the Central Bank which is not inconsistent with this Act.

(4) In this Schedule and in section 49, "supervising agent" means a supervising agent appointed under this paragraph.

[bookmark: _Toc521419550][bookmark: zoupio-_Toc384980607][bookmark: _Toc384980607]Effect of closure

5. Where the business of a foreign financial institution in and with respect to Seychelles is closed down under this Schedule, the institution shall -

(a) cease to do business in and with respect to Seychelles (except such business as is necessary to effect an orderly closure) -

(i) in the case of a closure under paragraph 1, on such date as the Central Bank may determine; or

(ii) in the case of a closure under paragraph 2, immediately;

(b) repay its depositors in Seychelles and other creditors in respect of its operations in Seychelles;

(c) return all funds and other property held by it in Seychelles to the persons entitled to possession of such funds or property; and

(d) wind up all business and operations in and with respect to Seychelles undertaken prior to the closure.

[bookmark: _Toc521419551][bookmark: zoupio-_Toc384980608][bookmark: _Toc384980608]Ban on removal of assets

6.(1) No person shall -

(a) remove;

(b) assist in removing; or

(c) make or take part in any arrangement for removing,

from Seychelles any assets owned or held by a foreign financial institution until all obligations and liabilities incurred by the institution in the conduct

of banking business in Seychelles have been -

(i) fulfilled or met; or

(ii) covered in accordance with the undertaking of the institution under section 5(1)(f).

(2) If the supervising agent is of the opinion that any assets owned or held by a foreign financial institution are likely to be removed from Seychelles in contravention of subparagraph (1), he may apply to the Supreme Court for an order prohibiting that removal and authorising such other action to stop that removal as the Court may determine.

[bookmark: _Toc521419552][bookmark: zoupio-_Toc384980609][bookmark: _Toc384980609]Safe deposit boxes and unclaimed property

7.(1) Any safe deposit boxes, the contents of which have not been withdrawn before such date as may be specified in the notice under paragraph 3 shall be opened in the manner determined by the supervising agent.

(2) The contents of safe deposit boxes opened under subparagraph (1) or any unclaimed property held by the foreign financial institution as a fiduciary, or on hire, loan, deposit or pledge, shall -

(a) if they are monies, be transferred on the direction of the Central Bank to a special account with the Central Bank;

(b) if they are not monies, be referred, on the direction of the Central Bank, to the Minister for such action as he shall determine.

(3) Any items dealt with under subparagraph (2) shall be presumed to be abandoned property, and shall be dealt with in accordance with Part VI (abandoned property) of this Act if within 10 years of the original date of deposit the owner has not evidenced an interest in the items.

[bookmark: _Toc521419553][bookmark: zoupio-_Toc384980610][bookmark: _Toc384980610]Unclaimed funds

8.(1) Unclaimed funds which are not subject to other provisions of this Act shall, on the direction of the Central Bank, be transferred to a special account with the Central Bank and may be used by the Central Bank for such purposes as may be determined by the Central Bank after consultation with the Minister.

(2) If, within 10 years of the date of the publication of the notice of closure under paragraph 3, the owner has not evidenced an interest in funds transferred under subparagraph (1), they shall be presumed to be abandoned property and shall be dealt with in accordance with Part VI (abandoned property) of this Act.

[bookmark: _Toc521419554][bookmark: zoupio-_Toc384980611][bookmark: _Toc384980611]Final revocation of licence

9.(1) Where, in a closure under paragraph 1 or 2 (2), the Central Bank is of the opinion that the foreign financial institution has complied fully with this Schedule, the banking licence of the institution shall be revoked.

(2) Section 13(2) to (5) (taking effect of revocation) and section 16 (appeals against revocation) do not apply to a revocation under this paragraph.

______________________

SCHEDULE - repealed

______________________

LAWS OF SEYCHELLES

CHAPTER 79

FINANCIAL INSTITUTIONS ACT

[bookmark: _Toc521419555][bookmark: zoupio-_Toc384980612][bookmark: _Toc384980612]SUBSIDIARY LEGISLATION: Section 58(3): Banque Seychelles d'Investissement (Declaration of Financial Institution) Order

[2nd July 2001]

S.I. 20 of 2001

This Order may be cited as the Banque Seychelles d'Investissement (Declaration of Financial Institution) Order.

The President hereby declares Banque Seychelles d'Investissement to be a financial institution for purposes of the Financial Institution Act.

__________________

[bookmark: _Toc521419556][bookmark: zoupio-_Toc384980613][bookmark: _Toc384980613]SUBSIDIARY LEGISLATION: Section 58(3): [bookmark: si34of2001]Royal Growth (Pty) Ltd (Declaration of Financial Institution) Order

[24th December 2001]

S.I. 34 of 2001

This Order may be cited as the Royal Growth (Pty) Ltd (Declaration of Financial Institution) Order.

The President hereby declares Royal Growth (Pty) Ltd to be a financial institution for purposes of the Financial Institution Act.

_______________





[bookmark: _Toc521419557][bookmark: zoupio-_Toc384980614][bookmark: _Toc384980614]SUBSIDIARY LEGISLATION: Sections 26 and 29: [bookmark: si25of2006]Financial Institutions (Local Asset Ratio) Regulations

[1st August 2006]

S.I. 25 of 2006

 S.I. 31 of 2008

 S.I. 63 of 2008

S.I. 72 of 2008

 S.I. 40 of 2009

 S.I. 59 of 2009

1. These Regulations may be cited as the Financial Institutions (Local Asset Ratio) Regulations.

2. (1) All banks shall, from and after 1st July 2009, maintain in accordance with these Regulations, local assets equivalent to not less than 35 per cent of their deposit liabilities payable in Seychelles.

(2) For the purpose of this regulation, "deposit liabilities" include demand deposits, savings deposits and time deposits including deposits held for the Development Bank of Seychelles but do not include inter-bank, foreign currency and pipeline deposits.

(3) The liabilities should be calculated gross without offsetting overdrafts.

(4) The local assets to be maintained under this regulation are -

(a) securities, which include Government Stocks, Treasury Bills and Treasury Bonds;

(b) other claims on Government payable in Seychelles, restructured loans and advances previously made to public entities and the private sector for which Government has assumed liability;

(c) balance outstanding from the Government home ownership finance scheme.

3. The securities held as local assets shall not be held as investments of the Paid Up/Assigned Capital and Reserve Fund of a bank and shall be free from any encumbrances having been pledged against CentralBank advances and inter bank advances. The securities shall be computed at their nominal value.

4. In computing the local assets ratio, all offices of a bank in Seychelles shall be treated as one unit.

5. For the computation of local assets ratio, the average holdings of Government securities and other claims on Government during the reporting week shall be applied to the average deposit liabilities of the preceding week, as indicated in the form of the weekly return FSS/LAR/MR/16(b) issued by the Central Bank of Seychelles.

*6.(1) Any bank which incurs any deficiency in the local assets ratio shall be liable to the penalty specified in section 26(2) of the Financial Institutions Act, 2004.

Note: There is no subrule 6(2).

7. All circulars previously issued relating to the minimum requirement of local assets are hereby revoked.

_______________

[bookmark: _Toc521419558][bookmark: zoupio-_Toc384980615][bookmark: _Toc384980615]SUBSIDIARY LEGISLATION: Section 69(A): [bookmark: si50of2008]Financial Institutions (Complaint Handling) Regulations

[28th July 2008]

S.I. 50 of 2008

[bookmark: _Toc521419559][bookmark: zoupio-_Toc384980616][bookmark: _Toc384980616]Citation

1.  These Regulations may be cited as the Financial Institutions (Complaint Handling) Regulations.

[bookmark: _Toc521419560][bookmark: zoupio-_Toc384980617][bookmark: _Toc384980617]Interpretation

2.  In these Regulations -

"complaint" means any expression of dissatisfaction or concern about a service or product provided by a financial institution;

"complainant" means a person making the complaint.

[bookmark: _Toc521419561][bookmark: zoupio-_Toc384980618][bookmark: _Toc384980618]Application

3.  These Regulations shall apply to all financial institutions that are licensed by the Central Bank of Seychelles pursuant to the Financial Institutions Act, 2004, including all banks and bureau de change.

[bookmark: _Toc521419562][bookmark: zoupio-_Toc384980619][bookmark: _Toc384980619]Complaints handling rule

4. (1) A financial institution shall establish, implement and maintain effective and transparent procedures for the reasonable and prompt handling of complaints.

(2) The procedures under subregulation (1) shall allow complaints to be made by any reasonable means and recognise complaints as requiring resolution.

[bookmark: _Toc521419563][bookmark: zoupio-_Toc384980620][bookmark: _Toc384980620]Consumer awareness

5. (1) In order to raise awareness among customers of their ability to make a complaint, a financial institution shall -

(a) publish and display conspicuously at each place of its business, appropriate summary details of their internal process for handling complaints;

(b) refer to the complainants in writing, the availability of the summary details under paragraph (a) at, or immediately after, the point of sale;

(c) provide such summary details in writing to complainants on request and when acknowledging a complaint.

(2) The summary details under sub regulation (1) -

(a) shall include, but not limited to how the financial institution fulfils its obligation to handle and seek resolution of relevant complaints and details of the complainant's right to have unresolved complaints referred to the Central Bank;

(b) may be set out in a leaflet and its availability may be referred to in a contractual document.

[bookmark: _Toc521419564][bookmark: zoupio-_Toc384980621][bookmark: _Toc384980621]Complaint resolution rule

6. (1) When a complaint is received by a financial institution, the financial institution shall -

(a) investigate the complaint competently, diligently and impartially;

(b) assess fairly, consistently and promptly -

(i) the subject matter of the complaint;

(ii) whether the complaint should be upheld; and

(iii) what remedial action or redress may be appropriate.

(2) Upon taking into account all relevant factors regarding the complaint the financial institution shall -

(a) offer redress or remedial action, where appropriate;

(b) explain to the complainant promptly and in a way that is fair and not misleading, the assessment of the complaint, its decision, and any offer (if any) of remedial action or redress;

(c) comply with any offer of remedial action or redress accepted by the complainant.

[bookmark: _Toc521419565][bookmark: zoupio-_Toc384980622][bookmark: _Toc384980622]Keeping complainant informed

7.  A financial institution on receipt of a verbal or telephonic complaint which is not resolved within one working day, or a written complaint shall -

(a) log the complaint so it can be reported to the Central Bank;

(b) within two working days, send to the complainant a written acknowledgement of receipt of the complaint and an assurance that it is being dealt with;

(c) ensure the complainant is kept informed thereafter of the progress or the measures being taken for the resolution of the corn plaint.

[bookmark: _Toc521419566][bookmark: zoupio-_Toc384980623][bookmark: _Toc384980623]Final or other response within three weeks

8. (1) A financial institution shall, by the end of twenty one days from the day of receipt of a complaint, send to the complainant -

(a) a final response; or

(b) a written response which explains why the financial institution is not in a position to make a final response and indicate when it expects to provide one.

(2) Upon the issuing of the final response, the financial institution shall inform the complainant of the right to request the financial institution to take up further the complaint to the Central Bank on the complainant's behalf.

(3) Where a complaint against a financial institution is referred to the Central Bank, the financial institution shall cooperate fully with the Central Bank and comply promptly with any request for additional information.

(4) A complaint is resolved when the complainant has indicated acceptance of a response from the financial institution in writing within four weeks from the date of receipt of the letter or the financial institution will assume the matter is closed after lapse of four weeks without any response from the date it issued its letter to the complainant.

[bookmark: _Toc521419567][bookmark: zoupio-_Toc384980624][bookmark: _Toc384980624]Complaints made directly to the Central Bank

9. (1) Any complaint against a financial institution shall be sent directly to the respective financial institution.

(2) If a complaint is sent first to the Central Bank, the Central Bank shall refer the complaint to the respective financial institution.

(3) If a complaint is one that had not already been received, the twenty-one days referred to under regulation 8(1) shall start to count when the financial institution receives the complaint from the Central Bank.

(4) The Central Bank will not follow up on a complaint unless the complainant claims that the financial institution has not adhered to the minimum requirements under these Regulations.

[bookmark: _Toc521419568][bookmark: zoupio-_Toc384980625][bookmark: _Toc384980625]Reports to the Central Bank

10. (1) A financial institution shall at all times maintain adequate records on complaints handling, to enable accurate reporting to the Central Bank.

(2) Any verbal or telephonic complaint that is not resolved within one working day and any written complaint shall be reported to the Financial Services Supervision Division of the Central Bank in the attached form as set out in the Schedule to these Regulations.

(3) In the case where a financial institution is licensed to conduct both domestic and offshore banking businesses, that financial institution shall submit the reports on complaints handling separately.

(4) A financial institution shall provide the Central Bank with the completed report, on a quarterly basis for the last two quarters of 2008 and thereafter shall prepare the returns for up to the end of June and up to the end of December to reach the Central Bank not later than 15 days after the reporting date.

_____________________





[bookmark: _Toc521419569][bookmark: zoupio-_Toc384980626][bookmark: _Toc384980626]SCHEDULE

(Made under regulation 10(2)

COMPLAINTS RETURN FORM - Complaint Status Return

Section 1: Financial Institution Details, Reporting Period and Contact Person

Financial Institution Name




	








Reporting Period:




	



	
mm


	
yy


	



	
mm


	
yy





	
From


	



	



	
To


	



	








Financial Institution Contact Person




	
Name


	






	
Job Title


	








Contact Details




	
Telephone:


	






	
Fax:


	






	
Email:


	













	



	






	
Signature of Official


	
Date & Stamp







_______________

Section 2: Complaints Closed During Reporting Period and Complaints Outstanding




	
2.1 Number of complaints closed within 21 days


	






	
2.2 Number of complaints closed after more than 21 days


	






	
2.3 Number of complaints outstanding as at period start date


	






	
2.4 Number of complaints outstanding as at reporting period end date


	








______________

Section 3: Complaints Management




	
3.1 Number of complaints upheld in the period


	






	
3.2 Number of complaints referred to the Central Bank in the period


	








_________________

Section 4: Private1 Individual Complaints

1For consistency in reporting, accounts held for personal customers should be included under the heading 'private individual' regardless of the manner that the account is classified internally by the financial institution. Please liaise with the Financial Services Supervision Division of the Central Bank if in doubt.




	

 



	
Overcharging


	
Delays


	
Other Admin


	
Misleading Advice


	
Failure to Carry Out Instructions


	
Poor Customer Service


	
Misleading Advertising


	
Breach of Contract


	
Arrears Handling


	
Other


	
Total





	



	



	



	



	



	



	



	



	



	



	



	






	
Current account


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Deposit/Savings


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Other liabilities


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Credit Card


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Debit Card/ ATM Card


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Mortgages


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Other lending


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Foreign currency transaction


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Issue and administering means of payment


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Safekeeping and administration of valuables


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Credit reference services


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Statements


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Money transmission services


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Branch/ATM


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Others


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Total


	



	



	



	



	



	



	



	



	



	



	










 
Section 5: Business2 Complaints

2For consistency in reporting, the following should be included under the heading 'business' regardless of the manner that the account is classified internally by the financial institution: accounts held by companies, unincorporated businesses (e.g. sole trader and partnership), trustees, foundations, clubs, charities, trusts, nominees, fiduciaries and accounts held by intermediaries e.g. stock brokers, fund managers, solicitors, accountants, estate agents and other intermediaries. Please liaise with the Financial Services Supervision Division of the Central Bank if in doubt.




	



	
Overcharging


	
Delays


	
Other Admin


	
Misleading Advice


	
Failure to Carry Out Instructions


	
Poor Customer Service


	
Misleading Advertising


	
Breach of Contract


	
Arrears Handling


	
Other


	
Total





	



	



	



	



	



	



	



	



	



	



	



	






	
Current account


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Deposit/Savings


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Other liabilities


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Credit Card


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Debit Card/ ATM Card


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Mortgages


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Other lending


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Foreign currency transaction


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Issue and administering means of payment


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Safekeeping and administration of valuables


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Credit reference services


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Statements


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Money transmission services


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Branch/ATM


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Others


	



	



	



	



	



	



	



	



	



	



	






	



	



	



	



	



	



	



	



	



	



	



	






	
Total


	



	



	



	



	



	



	



	



	



	



	












 


------





[bookmark: _Toc521419570][bookmark: zoupio-_Toc384980627][bookmark: _Toc384980627]SUBSIDIARY LEGISLATION: Section 69: [bookmark: si82of2008]Financial Institutions (Bureau de Change) Regulations

[28th July 2008]

S.I. 82 of 2008

1. These Regulations may be cited as the Financial Institutions (Bureau de Change) Regulations.

2. In these Regulations -

"the Act" means the Financial Institutions Act, 2004;

"Bureau de Change" means a person who is -

(a) authorised under the Exchange Control Act to buy and sell foreign currency; and

(b) licensed under the Act to carry on foreign exchange business;

"licence" means a Bureau de Change licence;

"liquid assets" means -

(a) cash on hand; or

(b) balances with banks; or

(c) treasury bills and other securities issued by the Government or the Central Bank and maturing within 365 days.

3.(1) The Central Bank may grant a Class A or Class B licence.

(2) A Class A Bureau de Change shall be licensed to buy and sell foreign currency without the limitation that applies to a Class B Bureau de Change.

(3) A Class B Bureau de Change shall be licensed to buy and sell foreign currency only in the form of notes, coins and travellers' cheques.

(4) A Bureau de Change licensed prior to the coming into operation of these Regulations may apply for a Class A licence.

4. A holder of a licence shall -

(a) buy and sell foreign currency in accordance with the prevailing exchange rate regime;

(b) conspicuously display at the exchange counter -

(i) a copy of the licence;

(ii) its buying and selling exchange rates, fees, commissions and other terms that apply to its purchases and sales.

5.(1) A Class A Bureau de Change shall at all times maintain in Seychelles -

(a) unimpaired paid-up capital or assigned capital as the case may be, of not less than R500,000;

(b) authorised capital of not less than R1,000.000.

(2) A Class B Bureau de Change shall at all times maintain in Seychelles -

(a) unimpaired paid-up capital or assigned capital as the case may be, of not less than R50,000;

(b) authorised capital of not less than R100,000.

(3) A Bureau de Change shall at all times invest at least half of its paid-up or assigned capital in liquid assets.

6. The annual licence fee for -

(a) a Class A Bureau de Change shall be R10,000;

(b) a Class B Bureau de Change shall be R5,000.

7. The Financial Institutions (Bureau de Change) Regulations, 1997 are hereby repealed.

____________

[bookmark: _Toc521419571][bookmark: zoupio-_Toc384980628][bookmark: _Toc384980628]SUBSIDIARY LEGISLATION: [bookmark: si16of2009]Financial Institutions (Foreign Currency Exposure) Regulations

[26th January 2009]

S.I. 16 of 2009

S.I. 34 of 2009

------

[bookmark: _Toc521419572][bookmark: zoupio-_Toc384980629][bookmark: _Toc384980629]Citation

1. These Regulations may be cited as the Financial Institutions (Foreign Currency Exposure) Regulations.

[bookmark: _Toc521419573][bookmark: zoupio-_Toc384980630][bookmark: _Toc384980630]Interpretation

2. In these Regulations -

"capital" means total assets less total liabilities, that is, what remains of a bank's value after all prior claims against its assets have been met;

"form FCER1" means the form in Schedule 1;

"form FCER2" means the form in Schedule 2;

"main currencies" means the Pound Sterling, United States Dollar and Euro;

"mid rate"

(a) in relation to the three main currencies, means the weighted average rate of all buying and selling transactions of the previous day as quoted by the Central Bank for the banking industry; and

(b) in relation to currencies other than the three main currencies, means the international cross rates.

"long position" means the extent to which foreign currency assets exceed foreign currency liabilities, indicating an overbought position;

"short position" means the extent to which foreign currency liabilities exceed foreign currency assets, indicating an oversold position;

"overall foreign currency risk exposure" means the domestic currency equivalent of the gross aggregate of a bank's long and short positions in individual foreign currencies computed using the shorthand method;

"shorthand method" means the process of measuring the overall foreign currency risk exposure by taking the higher of the total short position or the total long position as the overall open position;

"single currency exposure" means foreign currency denominated assets and liabilities and net off-balance sheet items, as specified in the form FCERI and in the manner set out in regulation 6(2);

"total long position" means the sum of all the long positions;

"total short position" means the sum of all the short positions.

[bookmark: _Toc521419574][bookmark: zoupio-_Toc384980631][bookmark: _Toc384980631]Application

3. These regulations apply to banks licensed by the Central Bank to engage in domestic banking business, under section 6 of the Act.

[bookmark: _Toc521419575][bookmark: zoupio-_Toc384980632][bookmark: _Toc384980632]Calculation of Foreign currency risk exposure

4. The overall foreign currency risk exposure shall be calculated using the shorthand method.

[bookmark: _Toc521419576][bookmark: zoupio-_Toc384980633][bookmark: _Toc384980633]Foreign currency exposure limit

*5.(1) The total long position to capital ratio shall not exceed 30%.

(2) The total short position to capital ratio shall not exceed 30%.

Note: Regulation 5 came into effect on1st July 2009

[bookmark: _Toc521419577][bookmark: zoupio-_Toc384980634][bookmark: _Toc384980634]Reporting requirements

6.(1) A bank shall submit -

(a) the form FCER1 specifying -

(i) single currency exposures;

(ii) the exchange rate being the mid rate; and

(iii) the capital, of that bank;

(b) a breakdown of items 1.5, 3.4 and 5.0 as laid out in the form FCER2; and

(c) a disclosure on whether or not the bank bears the foreign exchange risk for the items listed on the form FCER1, in the column headed Remarks in the formFCER2, electronically, to the Financial Services Supervision Division of the Central Bank before noon on the business day following the day to which the forms relate.

(2)  (a) Subject to paragraph (b), the assets, liabilities and offbalance sheet items of which the single currency exposure comprises shall be specified individually in the form FCER1.

(b) Notwithstanding paragraph (a), where a single currency exposure signifies less than the equivalent of 1 million of the domestic currency, the exposure may be converted to the local currency and aggregated under the column headed Others in the form FCER I .

__________________________

[bookmark: _Toc521419578][bookmark: zoupio-_Toc384980635][bookmark: _Toc384980635]SCHEDULE 1 - REPORTS ON FOREIGN CURRENCY EXPOSURE

(regulation 6(2) (a))

Central Bank of Seychelles

Daily Report on Foreign Currency Exposure

At close of business on : _______






	
Name of Bank: ________


	
FCER 1 ('000)





	



	
FCER1












	




Overall Rupees


	



	



	



	



	



	



	



	



	



	



	



	



	






	
SINGLE CURRENCY EXPOSURE


	
Other (Rupees)


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
CAD


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
AUD


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
JPY


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
ZAR


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
INR


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
SGD


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
MUR


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
CHF


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
EURO


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
GBP


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	
USD


	



	



	



	



	



	



	
-


	



	



	



	



	



	






	



	
1.0 FOREIGN CURRENCY ASSETS


	
1.1 Currency on hand


	
1.2 Balances with banks


	
1.3 Investment in Government Securities


	
1.4 Loans and advances


	
1.5 Other foreign assets


	
2.0 TOTAL FOREIGN CURRENCY ASSETS


	



	
3.0 FOREIGN CURRENCY LIABILITIES


	
3.1 Balances due to banks


	
3.2 Foreign Currency deposits


	
3.3 Loans payable


	
3.4 Other foreign liabilities





	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	





[image: CAP79-img]






	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
-


	



	
-


	



	
-


	



	
-


	



	



	



	



	



	



	



	






	
4.0 TOTAL FOREIGN CURRENCY LIABILITIES


	



	
5.0 OFF-BALANCE SHEET ITEMS (net












	



	
6.0 Long (+) Short (-) Position


	
7.0 Exchange Rate


	
8.0 Position in Local Currency


	
9.0 Percentage of Capital


	



	
10.0 Total Long Position (+)


	
11.0 otal Short Position (-)


	
12.0 Total Long to Capital


	
13.0 Total Short to Capital


	
14.0 Overall Fx Exposure


	
15.0 Capital











 


FCER 2



('000)






	
SINGLE CURRENCY EXPOSURE


	
Other (Rupees)


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
CAD


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
AUD


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
JPY


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
ZAR


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
INR


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
SGD


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
MUR


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
CHF


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
EURO


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
GBP


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	
USD


	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	



	






	



	
1.5 Other foreign assets (please specify)


	



	



	



	



	



	





	



	
3.4 Other foreign liabilities


	



	



	



	



	



	
5.0 OFF-BALANCE SHEET ITEMS (please specify)


	



	



	



	



	








________________________

 [bookmark: si22of2009]





[bookmark: _Toc521419579][bookmark: zoupio-_Toc384980636][bookmark: _Toc384980636]SUBSIDIARY LEGISLATION: Financial Institutions (Liquidity Risk Management) Regulations

[9th February 2009]

S.I. 22 of 2009

S.I 38 of 2012

[bookmark: _Toc521419580][bookmark: zoupio-_Toc384980637][bookmark: _Toc384980637]Citation

1. These Regulations may be cited as the Financial Institutions (Liquidity Risk Management) Regulations, 2009.

[bookmark: _Toc521419581][bookmark: zoupio-_Toc384980638][bookmark: _Toc384980638]Interpretation

2. In these Regulations -

"Board of Directors" means the highest body of authority in a bank responsible for strategically guiding, effectively monitoring management of, and properly accounting to shareholders of, the bank;

"Committee" means the Risk Management Committee established under regulation 5(1);

"liabilities" means future sacrifices of economic benefits that an entity is presently obliged to make to other entities as a result of past transactions or other events;

"liquid assets" means -

(a) cash on hand;

(b) balances with the Central Bank excluding minimum reserve requirements;

(c) balances with banks licensed in Seychelles;

(d) balances with banks abroad;

(e) treasury bills and other securities issued by the Government or the Central Bank and maturing within 365 days;

(f) foreign treasury bills and other securities issued by the government of a member country of the Organisation for Economic Cooperation and Development and maturing within 365 days;

(g) negotiable instruments approved by the Central Bank that are payable within 180 days;

(h) other unencumbered, freely transferable assets approved by the Central Bank;

"liquidity" means the ability of a bank to fund asset growth and meet contractual obligations including -

(a) collateral needs; and

(b) obligations to fund loan and investment commitments, deposit withdrawals and other maturing liabilities,

as they come due;

"liquidity risk" means the risk that a bank will not be able to efficiently meet expected and unexpected cash flow and collateral needs without affecting either the daily operations or the financial condition of the bank;

"liquidity risk management" means the process of managing liquidity on both a day-to-day and long term basis to ensure that a bank's need for funds, in order to maintain the required level of liquidity and meet expected and contingent cash needs, can be regularly met at a reasonable cost;

"net funding requirements" means the liquid assets necessary to fund a bank's cash obligations and commitments in the future, determined by performing a cash flow analysis in which all cash inflows are measured against all cash outflows to identify potential net shortfalls and the timing of these shortfalls;

"senior officer" includes the chief executive officer, deputy chief executive officer, chief operating officer, chief financial officer, treasurer, secretary to the Board of Directors, chief internal auditor, manager of a significant unit within a financial institution and any other person with an equivalent position or similar responsibilities regardless of that person's official title.

[bookmark: _Toc521419582][bookmark: zoupio-_Toc384980639][bookmark: _Toc384980639]Application

3.(1) These Regulations apply to banks licensed by the Central Bank under section 6 of the Act, holding company and banking group, as required by the Central Bank.

(2) When a banking operation is conducted by a branch of a foreign bank, the role of the Board of Directors shall be assumed by the head office of that foreign bank, which shall ensure that its branch is in compliance with applicable laws, regulations, guidelines and other prudential directives.

[bookmark: _Toc521419583][bookmark: zoupio-_Toc384980640][bookmark: _Toc384980640]Liquid assets requirements

4.(1) A bank shall maintain liquid assets in an amount which shall not, as a daily average each month, be less than twenty percent (20%) of the bank's total liabilities.

(2) If a bank fails to meet the liquid asset requirement specified by sub-regulation (1), the bank shall pay to the Central Bank a charge at an annual rate, not exceeding twice the highest effective lending rate of the bank charged to any of its customers during the period of deficiency, for each day on which the deficiency occurs, in line with section 25(3) of the Act.

[bookmark: _Toc521419584][bookmark: zoupio-_Toc384980641][bookmark: _Toc384980641]Risk Management Committee

5.(1) The Board of Directors of each bank shall establish a Risk Management Committee consisting of at least three members of the Board and such other members as determined by the Board.

(2) The functions of the Committee are to -

(a) oversee the efforts of the senior officers of the bank to manage risk including liquidity risk; and

(b) ensure that the responsibility for managing liquidity needs and risk is assigned to specific persons.

[bookmark: _Toc521419585][bookmark: zoupio-_Toc384980642][bookmark: _Toc384980642]Liquidity risk management policy

6.(1) The Board of Directors of each bank shall ensure that the senior officers of the bank formulate a policy for the management of the bank's liquidity risk which shall include strategies and be based on certain underlying assumptions.

(2) The policy shall be in writing and communicated throughout the bank.

(3) At regular times during the year, the senior officers shall review the strategies and underlying assumptions of the policy to ensure that the policy remains valid, and recommend changes that they consider necessary.

(4) The Board of Directors shall review the liquidity position of the bank to ascertain adherence by the senior officers to the strategies and policy on a regular basis.

(5) At least annually, the Board of Directors shall review the policy, strategies and underlying assumptions and approve revisions thereto that they consider necessary.

[bookmark: _Toc521419586][bookmark: zoupio-_Toc384980643][bookmark: _Toc384980643]Liquidity strategy, management plan and process

7. The liquidity risk management policy referred to in regulation 6 shall -

(a) include a strategy for the day to day management of the bank's liquidity and a liquidity management plan to monitor, control and limit liquidity risk overall, and for each currency in which the bank is materially active;

(b) set limits on the size of the bank's liquidity position over a particular time frame, such as limits on cumulative cash flow mismatches or required ratio of liquid assets to total and short-term liabilities;

(c) provide for methods to ensure proper oversight of the bank's liquidity risk management by senior officers, the Committee and the Board of Directors;

(d) establish requirements and parameters within which the senior officers are to operate when managing liquidity;

(e) require that the senior officers develop processes to implement the strategy referred to in paragraph (a) and ensure adherence to established controls and limits;

(f) require that a crisis plan be developed and ready for implementation in case of an occurrence of a liquidity crisis such as a deposit run-off from a specific event or a collateral call triggered by a credit downgrade;

(g) ensure that the liquidity risk management process of the bank is adequately covered by the internal control system of the bank and reviewed by both internal and external auditors; and

(h) provide for a reporting mechanism to senior officers and the Board of Directors on the bank's liquidity position, both on a regular basis and in emergencies.

[bookmark: _Toc521419587][bookmark: zoupio-_Toc384980644][bookmark: _Toc384980644]Management of liquidity

8. A bank shall -

(a) measure, project and monitor its net funding requirements over various specified periods of time and under alternative, including adverse scenarios with consideration given to how other risks such as credit, market and operational risks, may impact the overall liquidity strategy of the bank;

(b) have diverse funding sources and avoid undue concentrations based on providers and types of instruments and the bank shall regularly assess its reliance on such providers and instruments under normal and alternative, including adverse scenarios;

(c) analyze the bank's liquidity and its liquidity management plan under various scenarios that differ from the normally expected scenario which address both internal (bank specific) and external (market related) stress factors and such analysis should be conducted in each currency in which the bank is materially active;

(d) have a written plan for managing liquidity during a crisis that shall include -

(i) methods to cover shortfalls in liquidity;

(ii) clearly defined duties, responsibilities and plan of action; and

(iii) timely and consistent communication with the Central Bank, media, analysts, customers and employees.

(e) establish and maintain a management information system that provides the senior officers with adequate and timely information to -

(i) track the bank's liquidity positions, including trends, in all currencies in which the bank has material activity;

(ii) project the bank's liquidity position over different time periods, including daily and longer-term, and under alternative scenarios including stress scenarios;

(iii) review risk measures on a timely basis;

(iv) compare current liquidity exposures with limits established by the Board of Directors; and

(v) show evidence of compliance with the bank's board-approved policies, procedures, and limits and the Central Bank's liquidity requirements pursuant to section 25 of the Act and these Regulations.

[bookmark: _Toc521419588][bookmark: zoupio-_Toc384980645][bookmark: _Toc384980645]Reports to the Central Bank

9. By or before noon on Tuesday of each week, each bank shall submit to the Financial Services Supervision Division of the Central Bank a report in such form as may be determined by the Central Bank, showing the bank's daily compliance with the minimum requirement for liquid assets during the previous week.

__________________

[bookmark: _Toc521419589][bookmark: zoupio-_Toc384980646][bookmark: _Toc384980646]SUBSIDIARY LEGISLATION: Sections 5 and 10: [bookmark: si21of2010]Financial Institutions (Bank Licence Fees) Regulations

[1st March 2010]

S.I. 21 of 2010

S.I. 37 of 2012

S.I 18 of 2014

1. These Regulations may be cited as the Financial Institutions (Bank Licence Fees) Regulations.

2. These Regulations shall be deemed to have come into operation on 1st January, 2010.

3. An applicant shall, upon submission of an application for a banking licence, pay the application processing fee as specified in Schedule I to these Regulations.

4. An applicant shall, upon the grant of a banking licence, before commencement of business and thenceforth annually, pay the annual fee specified in Schedule II to these Regulations.

__________________

[bookmark: _Toc521419590][bookmark: zoupio-_Toc384980647][bookmark: _Toc384980647]SCHEDULE I - PROCESSING FEES

Schedule I amended by SI 18 of 2014 with effect from 10 March 2014.

(Regulation 3)




	
Banking licence


	
R75,000







__________________

[bookmark: _Toc521419591][bookmark: zoupio-_Toc384980648][bookmark: _Toc384980648]SCHEDULE II - ANNUAL FEES

(Regulation 4)




	
Total assets


	
Annual Fees





	
Less than R300,000,000


	
R250,000





	
R300,000,000 or more, but less than R1,000,000,000


	
R500,000





	
R1,000,000,000 or more, but less than R5,000,000,000


	
R750,000





	
R5,000,000,000 or more


	
R1,000,000







__________________

[bookmark: _Toc521419592][bookmark: zoupio-_Toc384980649][bookmark: _Toc384980649]SUBSIDIARY LEGISLATION: Section 71: [bookmark: si22of2010]Financial Institutions (Application of Act) Regulations

[1st March 2010]

S.I.22 of 2010

1. These Regulations may be cited as the Financial Institutions (Application of Act) Regulations

2. The provisions of the Financial Institutions Act, 2004, specified in Schedule hereto shall apply to the Development Bank of Seychelles and the Housing Finance Company Limited with effect from 1st February, 2010.

__________________

[bookmark: _Toc521419593][bookmark: zoupio-_Toc384980650][bookmark: _Toc384980650]SCHEDULE

Provisions of Financial Institutions Act, 2004 applying to the Development Bank of Seychelles and the Housing Finance Company Limited -

Sections 27 to 32 inclusive

Sections 34 to 37 inclusive

Section 38(1) and (2) inclusive

Sections 39 to 41(1) inclusive

Sections 42 to 47 inclusive

Section 49

Sections 51 to 56 inclusive

Section 63(1)(f) to (j) inclusive

Section 63(2)(b)

Section 63(2)(d)

Section 63(2)(e)

Section 63(3)(a) to (c) inclusive

__________________

[bookmark: _Toc521419594][bookmark: zoupio-_Toc384980651][bookmark: _Toc384980651]SUBSIDIARY LEGISLATION: Sections 23 and 32: [bookmark: si73of2010]Financial Institutions (Capital Adequacy) Regulations

[15th November, 2010]

S.I. 73 of 2010

[bookmark: _Toc521419595][bookmark: zoupio-_Toc384980652][bookmark: _Toc384980652]Citation

1. These Regulations may be cited as the Financial Institutions (Capital Adequacy) Regulations, 2010.

[bookmark: _Toc521419596][bookmark: zoupio-_Toc384980653][bookmark: _Toc384980653]Interpretation

2. In these Regulations -

"average annual gross income" means the average of the positive gross income for the preceding 3 years where gross income equals the sum of the net interest income and non-interest income;

"capital base" means the sum of tier 1 capital and eligible tier 2 capital net of any deductions from total capital as prescribed in Schedule 1;

"core capital" otherwise referred to as tier 1 capital, means capital for the purpose of computing risk weighted capital adequacy ratio;

"risk-adjusted assets" means the sum of the credit risk and operational risk components where -

(a) "credit risk component" means the sum of the risk adjusted values of the bank's assets and off balance sheet assets using four steps -

(i) Assign the bank's on-balance sheet assets to categories having an assigned credit risk-weight using the prescribed guidelines in Schedule 2;

(ii) Convert the bank's off-balance sheet accounts to credit-equivalents by using the credit conversion factors prescribed in Schedule 3 then, assign each credit-equivalent to a credit-risk category in Schedule 2;

(iii) Calculate the risk-adjusted value of the assets and off-balance-sheet items by multiplying the amount of each asset and off-balance sheet assets by the percentage risk-weight to which it was assigned;

(iv) Sum the risk-adjusted values of the bank's assets and off-balance sheet accounts.

(b) "operational risk component" is calculated using the following two steps -

(i) Derive the bank's average annual gross income for the preceding three years; use only such years with positive gross income, and base the average on that number of years;

(ii) Multiply the bank's average annual gross income computed under (i) by 1.25.

[bookmark: _Toc521419597][bookmark: zoupio-_Toc384980654][bookmark: _Toc384980654]Application

3.(1) These Regulations shall apply to all banks that are licensed by the Central Bank pursuant to section 6 of the Act to engage in banking business or offshore banking business and are applicable to each bank individually and on a fully consolidated basis to each bank and its holding company and banking group, if applicable.

(2) When a banking operation is conducted by way of a branch of a foreign bank, the role of the board of directors shall be assumed by the head office, which shall ensure that its branch is in compliance with applicable laws, regulations, guidelines and other prudential directives.

[bookmark: _Toc521419598][bookmark: zoupio-_Toc384980655][bookmark: _Toc384980655]Minimum Capital Requirement

4.(1) Every bank shall at all times maintain in Seychelles unimpaired paid-up capital or assigned capital, as the case may be of not less than R20,000,000.

(2) Notwithstanding subregulation (1), banks licensed to solely conduct offshore banking business shall at all times maintain in Seychelles paid-up capital or assigned capital, as the case may be, of not less than 2,000,000 United States dollars or its equivalent in any freely convertible currency.

(3) Notwithstanding subregulation (1), the Central Bank may authorise an existing bank to maintain, for such period of up to December 31st 2012, its paid-up capital which was in existence prior to the date of commencement of these Regulations.

[bookmark: _Toc521419599][bookmark: zoupio-_Toc384980656][bookmark: _Toc384980656]Minimum Capital Ratios

5.(1) Each bank, whether licensed to engage in domestic or offshore banking business, shall maintain the following capital ratios -

(a) Capital Adequacy Ratio must meet or exceed 12% where - Capital Adequacy Ratio is equal to capital base divided by risk adjusted assets, expressed in percent: (capital base / risk-adjusted assets) x 100;

(b) Core Capital Ratio must meet or exceed 6% where Core Capital Ratio is equal to tier 1 capital divided by risk-adjusted assets, expressed in percent: (tier 1 capital / risk-adjusted assets) x 100.

[bookmark: _Toc521419600][bookmark: zoupio-_Toc384980657][bookmark: _Toc384980657]Restriction on Capital Distribution

6. No bank shall make a capital distribution, including payment of dividends, unless the bank exceeds, and will continue to exceed after making the distribution, the minimum capital ratios.

[bookmark: _Toc521419601][bookmark: zoupio-_Toc384980658][bookmark: _Toc384980658]Reporting Requirements

7. Within 15 days after the end of each month, and in the format prescribed by the Central Bank, each bank shall submit to the Central Bank a report showing the calculation of the tier 1 and tier 2 capital, the capital base, risk-adjusted assets and the capital ratios in accordance with these Regulations.

_____________________

[bookmark: _Toc521419602][bookmark: zoupio-_Toc384980659][bookmark: _Toc384980659]SCHEDULE 1 - DEFINITION OF CAPITAL INCLUDED IN THE CAPITAL BASE

(regulation 2)

"tier 1 capital" means the sum of (a) to (f) minus (g) below-

(a) Unimpaired ordinary paid-up share capital; or assigned capital in the case of a foreign bank;

(b) Unimpaired paid-up non-cumulative perpetual preference shares;

(c) Share premium;

(d) The statutory Reserve Fund, established and maintained pursuant to section 24 of the Act;

(e) Retained profits brought forward from the previous financial year as in the last audited accounts less any accumulated losses;

(f) Current unaudited losses which means any unadjusted net loss incurred since the closing date of the last audited accounts, entered as a negative figure;

(g) Goodwill.

"tier 2 capital" means the sum of (a) to (d) below, which should be limited to a maximum of 100% of the total tier 1 capital -

(a) Year-to-date net profit after tax;

(b) Hybrid (debt/equity) capital instruments that have been deemed satisfactory by the Central Bank;

(c) Subordinated term debt that has been deemed satisfactory by the Central Bank: provided that, the total amount of subordinated term debt eligible for inclusion in tier 2 capital shall be limited to a maximum of 50% of the amount of tier 1 capital be unsecured, have a maturity of no less than five years and during the last five years to maturity, the amount counted as capital will be reduced each year by 20% of the original maturity; and

(d) General provisions and/or general loan loss reserves: provided that, the amount shall not exceed 1.25% of the total amount of risk-adjusted assets.

Deductions from total capital -

(a) Investments in unconsolidated subsidiaries;

(b) Holdings of other financial institutions' capital instruments which may include shares, hybrid capital instruments, subordinated term debt in order to avoid "double-leveraging"; and

(c) Connected lending of a capital nature.

------

[bookmark: _Toc521419603][bookmark: zoupio-_Toc384980660][bookmark: _Toc384980660]SCHEDULE 2 - RISK-WEIGHTING OF ON-BALANCE SHEET ASSETS

(regulation 2)

Instructions

1. Banks must assign their on-balance sheet assets to one of the relative risk categories in the following table.

2. All assets must be assigned except for those assets which are required to be deducted from capital as per Schedule 1.

3. The amount of each on-balance sheet asset should be reported net of specific provisions and interest-in-suspense.




	
Cash (in Seychelles Rupees).


	
0%





	
Claims on the Government of Seychelles and the Central Bank of Seychelles.


	
0%





	
Foreign notes and coins.


	
0%





	
Claims on Organisation of Economic Co-operation and Development (OECD) central governments and central banks .


	
0%





	
Claims on non-OECD central governments and central banks denominated in the national currency (of the debtor) and funded by liabilities in the same currency.


	
0%





	
Claims collateralised by cash, or securities issued by the Government of Seychelles, Central Bank of Seychelles and OECD central governments.


	
0%





	
Claims guaranteed by the Government of Seychelles, Central Bank of Seychelles, OECD central governments and OECD central banks.


	
0%





	
[bookmark: OLE_LINK3]Holdings of fixed interest securities with a residual maturity of 1 year or less and floating rate and index linked securities of any maturity, issued or guaranteed by central governments and central banks of OECD countries and claims fully collateralised by such securities (those over 1 year to be weighted 20%).


	
10%





	
Holdings of fixed interest securities with a residual maturity of 1 year or less, and floating rate and index linked securities of any maturity, issued or guaranteed by central governments and central banks of non-OECD countries, and claims fully collateralised by such securities, where denominated in local currency and funded by liabilities in the same currency (those over 1 year to be weighted 20%).


	
10%





	
Claims (all maturities) on and claims guaranteed by licenced banks in Seychelles (including branches of foreign banks operating in the Seychelles) and claims collateralised by securities issued by such financial institutions.


	
20%





	
Claims on banks incorporated in the OECD and claims guaranteed by such banks.


	
20%





	
Claims on multilateral development banks and claims guaranteed by, or collateralised by, securities issued by such banks.


	
20%





	
Claims on banks incorporated in countries outside the OECD with a residual maturity of up to one year and claims with a residual maturity of up to 1 year guaranteed by such banks.


	
20%





	
Claims on OECD public-sector entities, excluding central government and claims guaranteed by such entities.


	
20%





	
Claims on and claims guaranteed by public sector entities established in the Seychelles by individual statute.


	
20%





	
Cash items in the course of collection


	
20%





	
Loans secured by a mortgage on residential property that is or will be occupied by the borrower or is rented. It is not applicable to loans to companies engaged in speculative residential building or property development. Borrowing by a house owner secured against his/ her house for business, investment or consumption purposes should not be accorded the preferential treatment granted to housing finance for residential purposes.


	
50%





	
In the case of qualifying residential mortgage loans, where such loans are past due for more than 90 days.


	
100%





	
Claims on banks incorporated outside the OECD with a residual maturity of over one year.


	
100%





	
Claims on non-OECD central governments other than those denominated in national currency (of the debtor) and funded in that currency.


	
100%





	
Claims on commercial companies owned by the public sector.


	
100%





	
Investments in shares (other than those deducted from the capital base).


	
100%





	
Other claims on the private sector. These claims would include loans and advances and corporate debt securities.


	
100%





	
All other assets.


	
100%









 






[bookmark: _Toc521419604][bookmark: zoupio-_Toc384980661][bookmark: _Toc384980661]SCHEDULE 3 - CREDIT-CONVERSION OF OFF-BALANCE SHEET ITEMS

(regulation 2)

Instructions

1. Banks must assign their off-balance sheet risks to one of the credit conversion categories in the following table.

2. All off-balance sheet risks must be assigned as per the following table.

3. The amount of each off-balance sheet risk is multiplied by the credit conversion factor for the category to which it was assigned.

4. The resulting "credit equivalents" should be assigned to the appropriate risk weight as per Schedule 2.




	
Instruments


	
Credit Conversion Factor





	
Direct credit substitutes, including general guarantees of indebtedness, standby letters of credit serving as financial guarantees, acceptances and endorsements.


	
100%





	
Sale and repurchase agreements and asset sales with recourse where the credit risk remains with the bank weighted according to the category of the asset or the issuer of the security (or the borrower in the underlying loan agreement) and not according to the counterparty with whom the transaction has been entered into.


	
100%





	
Forward asset purchases, forward deposits placed and the unpaid part of partly-paid shares and securities and any other commitments with a certain drawdown.


	
100%





	
Transaction-related contingent items not having the character of direct credit substitutes (e.g. performance bonds, bid bonds, warranties and standby letters of credit related to particular transactions).


	
50%





	
Note issuance facilities and revolving underwriting facilities to be applied to the total amount of the institution's underwriting obligations of any maturity. Where the facility has been drawn down by the borrower and the notes are held by anyone other than the reporting institution, its underwriting obligations must continue to be reported as the full nominal amount. (Own holdings of notes underwritten are, however, deducted from the overall value of the commitment, because they are weighted as an on-balance sheet item).


	
50%





	
Other commitments (e.g. formal standby facilities and credit lines) with an original maturity of over 1 year.


	
50%





	
Short-term self-liquidating trade-related contingent items (e.g. documentary credits collateralised by the underlying shipments).


	
20%





	
Similar commitments with an original maturity of up to 1 year, or which can be unconditionally cancelled at any time.


	
0%





	
Endorsements of bills which have previously been accepted by a bank.


	
0%











 


------

[bookmark: _Toc521419605][bookmark: zoupio-_Toc384980662][bookmark: _Toc384980662]SUBSIDIARY LEGISLATION: Section 28: [bookmark: si74of2010]Financial Institutions (Credit Classification and Provisioning) Regulations

[15th November, 2010]

S.I. 74 of 2010

S.I. 39 of 2011

[bookmark: _Toc521419606][bookmark: zoupio-_Toc384980663][bookmark: _Toc384980663]Citation

1. These Regulations may be cited as the Financial Institutions (Credit Classification and Provisioning) Regulations.

[bookmark: _Toc521419607][bookmark: zoupio-_Toc384980664][bookmark: _Toc384980664]Interpretation

2. In these Regulations -

"Board of Directors" means the highest body of authority in a bank responsible for strategically guiding the bank, effectively monitoring management and properly accounting to shareholders;

"Book Value" means the value of an asset as stated on the books of account of a bank being the amount of the bank's investment in the asset less any specific and/or general provisions for loss;

"Core Capital" otherwise referred to as Tier 1 capital, means permanent capital for the purpose of computing risk weighted capital adequacy ratio;

"Credit" has the meaning given in section 2 of the Act;

"Credit Concentration" means an exposure to a customer, or group of closely-related customers that meets or exceeds 25 percent of Core Capital;

"Eligible Collateral" means the "net realizable" value of the following assets, provided that the bank's interest therein is fully enforceable -

(a) Balances with banks;

(b) Debt security, provided that the issuer is one of the following -

(i) The Government of Seychelles;

(ii) A Government of a member country of the Organization of Economic Cooperation and Development (OECD); or

(iii) A Government of a country with a current consensus country risk classification of 1 or 2, as published by the OECD;

(c) Guarantee, provided that the guarantee meets the following criteria -

(i) The guarantee is issued by -

(a) The Government of Seychelles;

(b) A Government of a member country of the OECD;

(c) A Government of a country with a current consensus country risk classification of 1 or 2, as published by the OECD; or

(d) A bank with an independent credit assessment of AAA to AA- issued by an external credit assessment institution acceptable to the Central Bank;

(ii) The guarantee represents a direct claim on the guarantor;

(iii) The guarantee is denominated in the same currency as the credit;

(iv) The guarantee clearly and incontrovertibly defines the extent of the guarantee's cover of a specific credit;

(v) The guarantee is irrevocable and non-cancellable by the guarantor, except for non-repayment of the credit protection contract;

(vi) The guarantee has no clause in the credit protection contract that would allow the guarantor unilaterally to cancel the guarantee, increase the effective cost of the guarantee, or delay payment under the guarantee for any reason including the need to be funded in the budget;

(vii) The only condition required to be met for the guarantee to be called or enforced is the obligor's failure to meet his obligation to the bank; and

(viii) The guarantee is executed so that neither the guarantor nor any other person is in a position to challenge the legal rights of the bank in calling or enforcing the guarantee;

(d) the amount of 50 percent of the net realizable value of other tangible securities as approved by Central Bank.

"Group of Closely-Related Customers" has the meaning given in section 2 of the Act;

"Large Exposure" means an exposure to a customer, or group of closely-related customers, that meets or exceeds 10 percent of Core Capital but represents less than 25 percent of Core Capital;

"Net Credit Balance" means the outstanding principal balance of a credit less the "net realizable value" of any "eligible collateral;"

"Net Realizable Value" means the estimated selling price of an asset in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to sell the asset;

"Non-Performing Credit" means credit that is classified as Substandard, Doubtful, or Loss in accordance with these Regulations.

"Renegotiated credit" means a credit which has been refinanced, rescheduled, rolled over or otherwise modified because of weaknesses in the borrower's financial position or non repayment of the debt according to the original terms.

[bookmark: _Toc521419608][bookmark: zoupio-_Toc384980665][bookmark: _Toc384980665]Application

3.(1) These Regulations shall apply to all banks that are licensed by the Central Bank pursuant to section 6 of the Act, to engage in banking business or offshore banking business and are applicable to each bank individually, and on a fully consolidated basis to each bank, its holding company and members of its group, if applicable.

(2) When a banking operation is conducted by way of a branch of a foreign bank, the role of the board of directors shall be assumed by the head office, which shall ensure that its branch is in compliance with applicable laws, regulations, guidelines and other prudential directives.

[bookmark: _Toc521419609][bookmark: zoupio-_Toc384980666][bookmark: _Toc384980666]Requirements for a bank's Credit Classification Process

4.(1) All of a bank's credits, including off-balance sheet credit equivalents, shall be reviewed for purposes of credit classification on at least a monthly basis.

(2) This credit review and classification function shall be performed in accordance with these Regulations and with the bank's written policy and guidelines by persons who are independent of the credit origination function.

(3) While small homogenous credits may be reviewed on a group-wide basis, the following credits must be reviewed on an individual basis -

(a) Large exposures;

(b) Credit concentrations;

(c) Non-performing credits;

(d) Credits that are deemed complex or otherwise of greater credit risk; and

(e) sampling of credits from each group within the portfolio.

(4) The remainder of the bank's credit portfolio may be divided into groups of credits with similar credit risk characteristics (such as type of credit) for review on a collective basis.

(5) In case a bank has more than one credit outstanding to a single customer or group of closely-related customers and one such credit is non-performing, then the bank shall review all other credits to that customer or group of closely-related customers for purposes of classification and shall document such review.

(6) Based on the credit review, each credit shall be assigned to classification categories on the basis of credit risk as per regulation 5.

(7) A bank may develop its own internal risk-grading system to indicate various levels of risk exposure in credits; however, such risk grades must be reconciled to the five categories contained in these Regulations for purposes of reporting to the Central Bank.

(8) Between each monthly credit review, if a bank gains knowledge of a material deterioration in the quality of an individual credit or group of credits within the credit portfolio, then the credit(s) must be promptly assigned to the classification category that accurately reflects its new status.

[bookmark: _Toc521419610][bookmark: zoupio-_Toc384980667][bookmark: _Toc384980667]Credit Classification Categories

5. A bank's credits are classified on the basis of credit risk into the following five categories using the stated criteria-

(a) Credits which meet all of the following conditions shall be classified as "Pass" -

(i) The credit is performing, and is expected to continue to perform, in accordance with the credit contract.

(ii) Credit documentation is sufficient to support the outstanding credit, evidence the bank's perfected interest in collateral (if any), or permit the bank to properly supervise the credit or collateral (if any).

(iii) The financial condition of the obligor is sound and is expected to remain sound.

(iv) Secured credits are less than 30 days pastdue, payments on unsecured credits are upto-date, and overdrafts are operating within their approved limits and demonstrate good fluctuations, which at least service the interest applied/charged.

(b) Credits, including those that are currently performing and/or secured by unimpaired collateral, that meet one or more of the following criteria shall be classified as "Special Mention" -

(i) Credit documentation is insufficient to support the outstanding credit, evidence the bank's perfected interest in collateral (if any), or permit the bank to properly supervise the credit or collateral (if any).

(ii) Certain factors are known which could, in the future, impinge on the performance of the credit or impair the value of the collateral (if any) including deteriorating Credit Classification Categories general economic or sector conditions and adverse trends in the obligor's financial condition.

(iii) A credit is 30-89 days past-due or is not in compliance with any other term or condition of the credit contract.

(iv) An overdraft has surpassed the approved limits for 30 - 89 days without the bank's prior approval.

(c) Credits that have one or more of the following deficiencies shall be classified as "Substandard" -

(i) The primary source of repayment of the credit is insufficient to service the debt and the bank is relying on one or more secondary sources of repayment (such as liquidation of collateral, sale of fixed assets, or restructuring of the credit);

(ii) A credit is 90-179 days past-due or is not in compliance with any other term or condition of the credit contract;

(iii) An overdraft, continuously exceeds the approved limits for 90 179 days, without the bank's prior approval or has fluctuations that do not follow the business cycle;

(iv) Non-performing credits that are totally secured (including 100% of the principal balance and accumulated interest) by cash, Government securities, or Government guarantee meeting the requirements of "eligible collateral" shall be classified no more adversely than Substandard.

(d) Credits that have one or more of the following deficiencies shall be classified as "Doubtful"-

(i) Collection of the credit in full is highly questionable or unlikely;

(ii) There is a likelihood of loss on the credit; however, the situation could improve due to near-term important and reasonably specific pending factors such as a proposed merger, acquisition, liquidation, capital injection, perfection of liens, additional collateral, or other arrangements;

(iii) A credit is 180-364 days past-due;

(iv) An overdraft without the bank's prior approval continuously exceeds the approved limits for 180 364 days and has had minimum activity in the account.

(e) Credits that have one or more of the following deficiencies shall be classified as "Loss" -

(i) The credit is regarded as uncollectible or of such little value that its continuance on the however, the bank deems it to be neither sensible nor desirable to postpone removing the credit from its books of account while it pursues long-term recovery efforts;

Note: There is no clause (ii).

(iii) The credit is 365 days past-due or more;

(iv) An overdraft without the bank's prior approval continuously exceeds the approved limits for 365 days or more and has had minimum activity in the account.

[bookmark: _Toc521419611][bookmark: zoupio-_Toc384980668][bookmark: _Toc384980668]Re-negotiated Credits

6.(1) The classification of a credit which has been renegotiated to modify one or more of its terms shall not be improved unless repayment of principal and/or interest, in accordance with the credit contract, has been made for six (6) installment periods or a period of not less than six (6) months, whichever time period is greater.

(2) Subsequent to the expiration of the time period referenced in sub-regulation (1), a restructured credit may be Re-negotiated Credits classified no more favourably than "special mention" until repayment of principal and interest has been made for six (6) additional installment periods or for an additional period of not less than six (6) months, whichever time period is greater.

(3) Subject to sub-regulation (1) and (2) restructured credit may be classified in line with regulation (5).

[bookmark: _Toc521419612][bookmark: zoupio-_Toc384980669][bookmark: _Toc384980669]Minimum Provisioning Requirements

7.(1) At least monthly and based upon a bank's credit review and classification process, any impairment to the value of a credit or group of credits shall be recognized by reducing the book value of the credit and charging the income statement in the period in which the impairment occurred -

(a) Through the General Provisions for Bad and Doubtful Debts account for credits classified as Pass;

(b) Through the Specific Provisions for Bad and Doubtful Debts account for credits classified as Special Mention, Substandard, Doubtful, and Loss.

(2) The bank shall determine the amount of the Provisions for Bad and Doubtful Debts using the Standard Percentages Method by applying the minimum percentages to the sum of the gross credit balance for general provisions and the sum of the net credit balance for specific provisions as follows -

(a) General Provisions apply 1% provision for credits classified as Pass; and nil provision for credits extended to the Government of Seychelles classified as Pass and

(b) Specific Provisions apply 5% provision for credits classified as Special Mention, 25% provision for credits classified as Substandard, 50% provision for credits classified as Doubtful and 100% provision for credits classified as Loss.

(3) The Central Bank may also direct a bank to increase its levels of provisions where reliable information indicates that losses are likely to be more than the minimum amounts.

[bookmark: _Toc521419613][bookmark: zoupio-_Toc384980670][bookmark: _Toc384980670]Reconciliation with International Accounting Standard

8. The following requirement shall apply to banks reporting under International Financial Reporting Standard-

(a) They are required to calculate their provisions in accordance with the requirements of both International Accounting Standard (IAS) 39 and these Regulations;

(b) Should the provisions computed under IAS 39 be less than what is required under these Regulations; the bank shall assign the difference to a non-distributable equity reserve created through an appropriation of reserve;

(c) Where IAS 39 requires a higher provisioning than prescribed by these Regulations, the bank shall provide for the greater amount.

[bookmark: _Toc521419614][bookmark: zoupio-_Toc384980671][bookmark: _Toc384980671]Write-off

9.(1) Credits which are uncollectible and of such little value that their continued reporting as bankable assets is no longer warranted, shall be written off.

(2) Credits (or portions thereof) shall be written off within twelve months of being classified as "loss".

(3) Charge-offs shall be made against the specific credit loss reserve account and if the amount of the credit to be charged off exceeds the balance of the specific credit loss reserves account, additional reserves shall be established to cover the shortfall through charges to income or through transfers from the general credit loss reserves account.

(4) Recoveries on credits previously written off shall be recorded as income in the financial period during which such recovery occurs.

[bookmark: _Toc521419615][bookmark: zoupio-_Toc384980672][bookmark: _Toc384980672]Income Recognition Requirements

10.(1) All categories of non-performing credit shall be placed on a non-accrual basis, that is interest due but uncollected should not be accrued as income, but instead should be shown as interest in suspense.

(2) Notwithstanding paragraph (1), interest on credits to the Government of Seychelles and credit guaranteed by the Government of Seychelles which have become non-performing, shall continue to accrue up to the limit of the guarantee.

(3) All interest on non-performing credit previously accrued into income but uncollected shall be reversed and credited into interest in suspense account until paid in cash by the borrower.

[bookmark: _Toc521419616][bookmark: zoupio-_Toc384980673][bookmark: _Toc384980673]Acquisition of Asset In Lieu of Repayment of Credit

11.(1) If a bank acquires an asset in lieu of repayment of a credit, then the book value of the asset acquired shall be the unpaid balance of the credit or the net realizable value of the asset acquired, whichever is lower.

(2) If the net realizable value of the asset acquired is less than the book value of the credit, then the difference should be charged off through the provisions for bad and doubtful credits account when the asset is added to the books of account of the bank.

[bookmark: _Toc521419617][bookmark: zoupio-_Toc384980674][bookmark: _Toc384980674]Restrictions

12.(1) A bank shall not re-negotiate, roll-over, refinance, renew, or modify the terms of a credit after becoming nonperforming in order to avoid an adverse classification or to cure a past-due status or other contract default.

(2) A bank shall not grant a credit or otherwise advance additional funds to an obligor for the purpose of enabling the obligor to meet existing payment obligations to the bank.





[bookmark: _Toc521419618][bookmark: zoupio-_Toc384980675][bookmark: _Toc384980675]Management Information System and Reporting Requirements

13.(1) When a credit is classified Doubtful or Loss, a bank shall obtain a current and reliable written indication of the net realizable value of the collateral and shall obtain regular updates thereafter.

(2) Each bank shall maintain a management information system adequate to identify and track -

(a) The features of individual credits, groups of credits, and the credit portfolio (including types of credits within the portfolio);

(b) The evolving condition of a credit such as -

(i) regularity of payments;

(ii) the financial condition of the obligor;

(iii) the status and value of collateral; and

(iv) all other attributes of the credit.

(c) The characteristics of obligors and groups of related customers; and

(d) Sectors in which the bank has credit exposures.

(3) Each bank shall maintain, and make available to authorized examiners of the Central Bank, adequate written records and reports in support of -

(a) Credit review and classification functions;

(b) Its evaluation and calculation of potential loss exposure in the credit portfolio;

(c) The entries made to the provisions for bad and doubtful credits accounts;

(d) Actions taken to ensure that the amount of the provisions for bad and doubtful credit accounts is adequate to cover the identified potential loss exposure in the credit portfolio.

(4) The board of directors shall require regular written reports showing -

(a) The lending activities of the bank are in compliance with the credit policies approved by the board of directors, with the Act, and these Regulations;

(b) The risks and potential loss exposure in the bank's credit portfolio have been identified;

(c) Problem or deteriorating credits have been identified, classified, placed on non-accrual status, and the action taken by management to reduce the risk of loss on such credits;

(d) The amount of accrued, but uncollected interest on the books of account of the bank is appropriate;

(e) Adequate provisions for potential credit losses have been made to the proper account; and

(f) Losses have been identified and written off.

(5) Within fifteen (15) days of each month end, each bank shall submit to the Central Bank reports, in the format prescribed by the Central Bank, showing an analysis and classification of its credits, provisions for bad and doubtful debt accounts, and interest in suspense accounts.

-------

[bookmark: _Toc521419619][bookmark: zoupio-_Toc384980676][bookmark: _Toc384980676]SUBSIDIARY LEGISLATION: Section 69(c): [bookmark: SI11of2013]Financial Institutions (Bank Charges and Fees) Regulations, 2013

[18th February 2013]

SI 11 of 2013

[bookmark: _Toc521419620][bookmark: zoupio-_Toc384980677][bookmark: _Toc384980677]Citation

1. These Regulations may be cited as the Financial Citation Institutions (Bank Charges and Fees) Regulations, 2013.

[bookmark: _Toc521419621][bookmark: zoupio-_Toc384980678][bookmark: _Toc384980678]Interpretation

2. In these Regulations -

"first home buyers" means the purchase of the first home by individual or individuals severally or jointly for their residential purposes;

"loan amortization schedule" means the statement detailing the periodic principal and interest repayments required during the tenor of a loan.

[bookmark: _Toc521419622][bookmark: zoupio-_Toc384980679][bookmark: _Toc384980679]Notification of charges and fees

3. A bank shall-

(a) provide to the Central Bank the schedule of charges and fees for services on the 15th of the months of January, April, July and October of every year and notify the Central Bank of any change in the schedule of charges and fees for services at least 15 days prior to its implementation;

(b) publish the schedule of charges and fees for services, at least 15 days prior to the commencement of every quarter in a daily newspaper;

(c) publish the schedule of charges and fees for services, at least 15 days prior to the implementation, in a daily newspaper, highlighting any change;

(d) provide updated schedule of charges and fees to the public in leaflets or any other legible means.

[bookmark: _Toc521419623][bookmark: zoupio-_Toc384980680][bookmark: _Toc384980680]Charges and fees not payable

4.(1) There shall be no charges and fees payable by a person to a bank for the following-

(a) loan prepayment;

(b) account closure;

(c) maintenance of dormant account;

(d) cash deposit and withdrawal over the counter;

(e) cash deposit and withdrawal of foreign currency;

(f) transfer of funds by a customer between accounts held by that customer with the bank;

(g) statements on savings account and loan account;

(h) the first loan amortisation schedule provided to a customer and loan amortization schedules provided upon a change initiated by the bank in the terms and conditions of a loan;

(i) lack of monthly deposit into a customer's account;

(j) withdrawal from an Automated Teller Machine of a bank using an Automated Teller Machine Debit Card.

(2)  (a) There shall be a maximum processing fee of 0.5% on housing loans for first home buyers.

(b) First home buyers shall not be liable for any other charges and fees for services during the application and disbursement of their housing loans.

[bookmark: _Toc521419624][bookmark: zoupio-_Toc384980681][bookmark: _Toc384980681]Charges and fees not recoverable by other charges and fees

5. A bank shall not recover the charges and fees set out in regulation 4 through the application of other charges and fees.

-------

[bookmark: _Toc521419625][bookmark: zoupio-_Toc384980682][bookmark: _Toc384980682]SUBSIDIARY LEGISLATION: Sections 69(a) and 72: [bookmark: SI12of2013]Financial Institutions (Compounding of Offences) Regulations, 2013

[18th February 2013]

SI 12 of 2013

[bookmark: _Toc521419626][bookmark: zoupio-_Toc384980683][bookmark: _Toc384980683]Citation

1. These Regulations may be cited as the Financial Institutions (Compounding of Offences) Regulations, 2013.

[bookmark: _Toc521419627][bookmark: zoupio-_Toc384980684][bookmark: _Toc384980684]Compounding of offences

2. The Central Bank may compound an offence in consultation with the Attorney-General in lieu of instituting legal proceedings under the Act.

[bookmark: _Toc521419628][bookmark: zoupio-_Toc384980685][bookmark: _Toc384980685]Procedure for compounding of offence

3. The Central Bank, after identifying the offence shall notify the financial institution or such person in writing of -

(a) the offence;

(b) the amount of compounded monetary penalty that may be agreed to;

(c) the requirement for the financial institution or the person to notify the Central Bank in writing, no later than 14 days after receipt of the Central Bank's written notification informing of their refusal or acceptance to compound the offence;

(d) the requirement for the financial institution or the person who agrees for the offence to be compounded to make payment of the compounded monetary penalty to the Central Bank no later than 5 days after the acceptance of the written notification under subparagraph (c);

(e) the manner in which payment under subparagraph (d) shall be paid to the Central Bank;

(f) any other information deemed relevant by the Central Bank.

[bookmark: _Toc521419629][bookmark: zoupio-_Toc384980686][bookmark: _Toc384980686]Compounded monetary penalty

4.(1) The compounded monetary penalty shall not be less than SCR1,000 for a bureau de change or a person.

(2) The compounded monetary penalty shall not be less than SCR5,000 for a bank or a person.

(3) The compounded monetary penalty shall not exceed the maximum fine prescribed under the Act.

[bookmark: _Toc521419630][bookmark: zoupio-_Toc384980687][bookmark: _Toc384980687]Compounding of offences to be final

5. An acceptance to compound an offence shall be final and conclusive.

[bookmark: _Toc521419631][bookmark: zoupio-_Toc384980688][bookmark: _Toc384980688]Breach of agreement

6. Where the terms of the agreement to compound the offence has been breached, the Central Bank may institute legal proceedings.

-------
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