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| The Banking (Amendment) Uecree, 199G Shan ntle. -
|
Refng a Decrne toamend the Danking Actin order to increasd | : i
‘the inimum paid-up capital, the capital adequacy ratio and other : e
matiers velated to banking. ] b
1. PumsuanT 10 paragraph 3 of the Proclamation entitled e l‘
“Adminisiratica of Sierra Leone (Mational Provisional Ruling Council) h
. . . . . . . .s R *‘ I
| Proclamation, 1692", the National Provisional Ruling Council makes i
| and issueo the following Decree— B
SIS ¥ v; m|
[14:h March, | 206 ] Vst o i
' T UTC G TR TEL U
: (e
1. The Banking Act, 1970 (hereafter reforred 10 85 Bunking Hu

“the principal Act”) is amended by tha fscruon i secticn 3 ameedsd . L

of the fallowing new definlion in the gppropriate places—- oy
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[\

~development bank™ means a bank whose lending
and investment activities are mainly directed
towards the development of the economy, by the §
extension ol short, medium/or long-term financia

1

©assistaees
' : scommercial bank” means any bank other than ¢
development bank or a rural bank: '

“rural bank” means a bank which basesitsoperation
mainly in the rural arcas and provides banking/
services mainly to the pecople in such areas.”

. Sectioa 6, 2. The principal Act is amended by repealing section 6 and
.+ 'répeaied and T e , ‘
7 replaced. replacing it with the following secton —
+

¥

«Mimmum 6 - (1) No company 0f co-operative society

P‘“‘_‘;“lp incorporated orf registered .in Sierra Leone shall be

capital. . ; . . . .

P licensed to carry on banking business in Sierra Leone
unless -— -

(a) inthe caseof commercial banking, it maintain
unimpaired minimnum paid-up capital of threc
hundred million leones:

ey © (b) inthecase of development banking, it maintains |
L unimpaired minimum paid-up capital of one’
biltion leones; and

(¢) in the case of fural banking or co-operativ
panking it maintains unimpaired minimum paid
up capital of such amount as the Central Bank:
may prescribe. ;

(2) No bank registered outside Sierra Leone
shall be licensed to carry on banking business unless
it maintains unimpaired minimum assigned capital of
o six hundred million leones for commercial banking
business and two billion leones for developmen
i | | banking business respectively.

4
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(3) The assigned capital of a bank referred to
in subsection (2) shall be remitted to Sierra Leone in
a corvertible currency and shall be held in deposit-
with the Central Bank in the form of cash or
unencumbered securities of the Government.

.

! (4) The Central Bank may, in consultation
; with the Minister allow any or all the banks referred
t0 in subsection (1) such time or extension of time to
comply with the requircinents of minimum paid-up
capiial as the Bank may consider appropriate”.

3. The principal Act is amended by the insertion immediately Sectionjfn\
. - : . serted. e 7
after section 6 of the following new section —- - mseret

* Capital 6A (1) Every licensed bank shall atall times after

.dequacy.  gdate to be notified in the Gazetle by the Central Bank . -
maintain a minimum capital adequacy ratio of six
percent.

‘ (2) The Central Bank may fix a higher capital
adequacy ratio with the prior approval of the Minister— .-

(@) with respect1o a particular bank; or

5 (b) generally with respec{- to all banks
X% and for such period as the Central
Bank may determine.

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

(4) Any bank which fzils to maintain the level - ;
of capital adequacy determined under subsection (1)
shall be liable to pay to the Central Bank on each day
that the deficiency continues, as penalty, one half per
mille of the difference between the capital adequacy
that the bank should have maintained and the level of

I3




- repealed and

replaced.
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Secion 9

4,  The prineipal Act is amended by repealing section 9 and
Teplacing it with the following section —

.

“Maintenance
of reserve
“und.

capital adequacy actually maintained by the bankand
unless such deficieney 18 remedicd within 90 days
after ithas occurred. the Central B ik may prohibit the
bank concerned from aranting loans orere (hl\ orfrom
making mnv Cslmcntx or aceepting deposifs or from all
such transactions.”

9 (1) Everylicensedbank shallmaintainareserve
fund into which shall be transferred out of the bank’s
net profits for cach year before the bank declares any
. dividend and after it has made provision forany taxes,
the following amounts — '

(a) wherc the amount of the bank’s
reserve fundis less than 50 percent of
its paid-up capital, an amount which
shall not be less than 50 pereent of the
bank’s net profit for the year;

(b)  where the amount of the bank’s
reserve fund is 50 per cent or more
but ess than 100 per cent ot its paid-
up capital, an amount which shall not
be less than 25 per cent of the bank’s
net profit for the year; and

(¢c) where the amount of the bank’s
rescrve {und is equal to 100 per cent
or more of its paid-up capital, an
amount equal to 12.5 per cent ol the
bank’s net profit for the year,

(2) - A bank shall not appropriate any sum or
sums from the balance in the reserve fund unless prior
approval in writing is obtained from the Central Bank
for the purpose, whichmay be granted for suchameunt




No.: 4 The Baaking (Aniendment) Decree 19960 3

/ﬂ__ -
and subject o complinnee with such conditions as thce
Central Bank may determine.”
g, The principal Act is amended by repealing section 13 Seenon 13
nd replacing it with the following section — 'l'-i‘;if"ifi.m
“pagmentof 13 (1) No Hcensed bank shall pay any dividend
, givideadsc onits shares outof its netprotits until ithas completely
ot recovered all its capitalised expenditare and
accumulated or unprovided for losses.
3 (2) For the purposes of subscction (1)
: “capitalised expenditure”'includes preliminary
& expensss, share selling commissions, brokerage losses
% _incurred by the bank andany other items bl expenditure
§ not represented by tangible assets. o

(%) No bank shall declare ot pay aiy dividend
onits sharesinany yearif the level of capitaladequacy
of the bank is less than that prescribed by sectien OA.
" )

? (4) Whereabankdeclares orpaysany dividend

in contravention of subsection (or(3),every director
7 of the bank shall be lable to pay to the Central Bank
a penalty of not less than half a million leones.

e o g0 1

o

ifhe provestothe satisfaction of the Central Bank that
the contravention was committed without his consent
or connivance by a person other than himself and that
he exercised all due diligence to prevent the
comrnission of the contravention having regard to all
the circumstances.” ‘

i (5) Nodirectorshallbe liable to pay the penalty

[tefilélcilzg; it with the following section—

6., The principal Act is amended by repealing section 14 and Sect_ioln 114
3 . amenacd.

| wreditrisk .14 (1) No licensed bank shall grant any advance
exposures.  or credit or undertake any financial guarantee OT
indemnity to or in respect of any one person or group
of persons or carry out any other transactions for any
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- or in respect of whicl such facilities are extended,

one person or group ol persons which constitutes 1
the aggregate aJiability to the bank amounting tomore
than twenty-tive percent of the net-worth of,the bank:
and in the case of an unsecured advance, credit.
{inancial guarantee of indemnity; the bank shall not
extend such facilities in the aggregate tomore thanten
per cent of the net-worth of the bank.

(2) In the case 0} transactions between banks,
the aggregate of credit €Xposures and other financial
guarantees or indemnities toany single bank or banking
group shallnot, otherwise than with the written approval
of the Central Bank, exceed 50 percent of the net-
worth of the bank gnde_rtaking such exposures or S0
per cent of the net-worth of the counter-party bank to

whichever of the two amounts is lesser.

(3) A licensed bank shall not-—
(a) grant any advance or credit facility
against the security of its own shares; 1

(hb) erant or permit to be granted—

(iy unsecured advances or credit
facilities to any of its directors
whether such advances or
facilities are obtained by its
directors jointly or severally;

(ii) any loan or credit facilities in
excess of two percent of the
bank’s net worth to any firm or
company or group of firms or
companies in which any of the
bank’s directors or officials is
interested as a partner Or
guarantor or is one of the
principal shareholders; and in




No. 4 The Bankine (Amendnent) Decrec 1990 7

g

the case of an unsecured loan or
credit facility the bank shall not,
arant such loan or credit facility
in an amount which in the
agaregale exceeds one-third of
such percentages

(¢} grantor permitto be outstanding to its
officials and employees unsecured o
advances or unsecured credit facilities
which in aggregate amount for any
one official or employee exceed one
year’ s cmoluments of such official or
employee; -

i g e e

(d) engage, whether on its own account’

| or on a commission basis, in the
wholesale or retail trade, including
the import or export trade, except in
so far as may exceptionally be
necessary in the course of the banking
operations and services of that bank
or in the course of the satisfaction of
debts due to it

TR FETITI TEwE

e raaaprets
+

(¢) acquire or hold any part of the shar¢
capital of any finahacial, commercial,
agricultural, industrial or other
undertaking exceptsuchshare holding
as a bank may acquire in the course of
the satisfactionof debts dueto itwhich
sharc holding shall, however, be
disposed of at the earliest suitable
moment: ~

Provided that this paragraph—

N (i) shall not prevent the purchase
' and sale of shares or stock upon
the order and for the account ofa
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e

customer and without recourses

N

and

iy shall notapply

(an) in rospect ol any share
holding approved by the
Central Bank moany
corporation set up for the
purpose of insuring bank
deposits orof promoting the
development ef a money
market or sceuritics market
in Sicrra lLeone or of
facilitating the linaucing of
cconomic development.

undertakings the aggregate
value of which does not at
‘ any time exceed twenty-five
. per cent of the suut of the 7
paid up or assigned capital 1
and published reserves of
that bank:

(bh) toallshare holdingsinother

(/) purchase, acquire or lease real estale
except as may be necessary for the
purpose ol conducting its business
incliding provision for future
expansion or housing its staff or in
other exceptlional circumstances
where the agreement oOf the Central
Bank is obtained:

- _ Provided that a bank may sccure a
debt on any transferable real or other
property and in default of repayment
may acquire such property for resale
by the bank as soon as possible
thereafler.
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(4 Inthe application of the lumitation of subsection (1). if

die Central Bank determines that the interests of a group of more than

"one individuid, partnership, private company as defined in section 27 of

“the Companies Act, or other association of persons corporate or

unincorporated, are so interrelated that they should be considered as a

unit, the total indebtedness cf that group shall be combined and deemed
in respect of a single persou: ‘

~ Provided thatalicensed bank siiallnotbe decmed
to have voilated subsection (1) solely by reason of the
fact that the combined indebtness exceeds the
limitation at the time of the determination, but the
licensed bank shall dispose of indebtedness of the
group in the amount in excess of the limitation within

.such reasonable time as shal! be fixed by the Central
Bank. :

s

(%)  Inparagraph(b)and(c)of subsection (1), theexpression
«unsecured idvances or unsecured credit facilities” means advances ot
credit facilities made without security, or in respect of any advance or
credit facility made with sccurity, any part thereof which at any time
exceeds the rnarket value of the assets constituting that security or where
the Governor is satisfied that there is no established market value, the
umsecured value as established on the basis of a valuation approved by
the Central Bank. :

() Any licensed bank which, prior to the commencement

~ ofthis Act, entered into any {ransactions incompatible with the provisions

. of subsecticn (4), shall so soon as may be after the commencement of

i ' this Act subrnit a statement thereof to the Central Bank and shall, within
| i'one year from the said date, finally liquidate all such transactions.

(7 In this sec tion—

“new-worth” means shareholders’ funds including
paid-up capital and all reserves as well as capital
surplus from revaluation of assets less any _ 1
accumulated or unprovided for losses of the bank; ' Rk
“principal share-holder” means a person owning bl
not less than twenty per-cent of the paid-up capital
of the firm or company concemned.”

7. The principal Act is amended by repealing section 15 and Sectj?ndlgnd
replacing it with the following section— iigffcf;d

<
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“Banksto 15 (1) Every bauk shall submit to the Central
submit + Bank— N
returns.

(a) ot later than twenty-one days after

the last day of every monthastatement

. in such forin as may be determined by
LR the Central Bank showing the assets
e ' ' and liabilities of the bank as at the
close of business on such last day;

L o (b) not later than twenty-one days after
b | the last day of every month, 2a
; ' statement in such form and detail as
may be determined by the Central
Bank showing an analysis of loans,
advances and overdrafts granted by
the bank during and outstanding at F
the end of every such month; 5

(c) insuch form and within such time as l
the Central Bank may specify, such
other particulars as the Central Bank
may require or as may be prescribed. g

(2) Any bank which fails to comply with the
requirements setoutin subsection (1) or furnishes any
statement or information which s false in any material
particular commnits an offence and shall be liable to
punishment on conviction under section 25.”

Section 20A 8. The principal Act is amended by the jnsertibn immediately
inserted. after section 20 of the following new section—

wauditor's ~ 20A (1) Atleastonce in every year, the auditor of a
report. bank shall submit to the barnk a statutory audit rgport
and a long-form audit report.

(2) The bank shall submit to the Central Bank,
within such time as the Central Bank shall determine,
copies of the auditor’s report submitted to the bank
under subsection (1). '
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(3) Theauditorshall state in his statutory report
whether or not— ‘ )

(a) theaccounts give a true and fair view
: of the state of affairs of the bank and
itsresults for the period underreview;

(b) he was able to obtain all the
mformation and explanations
required by him for the efficient
performance of his duties;

(¢} thebank’stransactionsare within the
powers of the bank; and

1
; (dl the bank has complied with the
relevant provisions of this Act.

4

(4) The auditor shall submit a long form audit
‘teport on’ the accounts and the affairs of the bank
generally, and in addition his comments in respect of .
the matters specified in the Fifth Schedule.

| (5) The Central Bank may by noiticé published
in the Gazerte amend the Fifth Schedule.

L4

(6) The Central Bank may at any tie at the
expense of the bank—

(a) require the auditor to undertake such
further audit or provide such
additional information or both as the
Central Bank may consider
necessary;

NS

audit either in whole of in part tiie
accounts of the bank.”

9. The principal Act is amended by repealing section 21 and Section 21

replacing it with the following section— repealed and -

|

|

(b) engage an independent auditor to \{
|

|

|

i

1

\

replaced. ‘
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“Minun

requirenients.

to time be pr
the bank.

assets’” shall

i
i
i
i
f
k)

vt
i
Ll
o
-

nk shall maintain at all

Jivery licensed ba

times such amount ol

“liquid assels as may from tine
oseribed by the Central Bank and

The anount so prescribed shallbe expressed

as a percentage which such
gross demand and time ligbilites of each bank.

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

(4) Tor the purposcs of
granted to a bank by any other bank or by an overseas
pranch, office or wholly owned subsidiary of the same
bank, shall be excluded from any compultation of the
bank’s demand and time liabilities.

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

(a)

(b)

(c,

(d)

(e)

assets shall bear to the

this section, advances

notes and coins whichare legal tender
in Sierra Leonc; ’

halances in current account with the
Central Bank;

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

treasury bills issued by the }
Government and maturing within
ninety-three days; and

such other assets as may be specified
by the Central Bank in consultation

with the Minister.



-

(QF ATy bank or Gads invinnion w hicl Fatls
o holdthe minimum liquid assers o« proseribed by e
Central Bank shall be gutlty of an offence and <hall be
liable. m addirion to any other penalty, (o pay o the
Central Bank such interest as he Bank may specify,
subject to a ceiling limit of (on per cent, on the
deficiency which exists,

(7)  The Central Bank may further direct that
during a period of any deficiency such bank shall
discontinue or limit in a1 manner spectfied in the
direction, the granting of credit or the makthg of
mvestments and shall not distribute dividends to its '
sharcholders.”

4

10, The principal Act is amended by the insertion immediately Section 294
fter section 29 of the following new section— ' serted.

»

“Central ZU9A (1) Where the Central Bank is satisfied that—
Bank to give : .

(a) inthe public interest;

(b) in the interest of banking policy;

(c) to prevent the affairs of any bank
being conducted in a manner
detrimental to the interests of the
depositors or creditors orin a manner

prejudicial to the interests of the bank;
or

(d) 10 secure the proper management of
any bank generally,

it is necessary to issue directions to banks generally or
to any particular bank, it may from tisee to time issue

such directions as it decms fit and the banks or the

directions.

bank, as the case may be, shall comply with such !




4 No. 4 Yhe Banking (Amendnient) Decree 1996

(2) ‘The Central Bank may. on represcntation
made o1t By anv pank alfected by the direction or on
its own motion, modify or cancel any direction issued
i e , “under subsection (1) and in so modifying or cancelling
g S o | any direction may 1mpose such conditions as it thinks®
- | fit, subject to which the modification or cancellation

shall have effect. ) .

(3) Any director, executive, manager or other
official of a bank who fails to take all steps necessary
to secure compliance by the bank of the directions
issued by the Central Bank, shall be punishable in the

, o manner and to the extent prescribed under section 25
| : of this Act.” !
! . r
Fourh and 11. The principal Act is amended by the insertion immmediately
2’0‘1‘3(j dules after the Third Schedule of the following new Schedules—
wmse ted.

FOURTH SCHEDULE
(SECTION 6A)
CAPITAL ADEQUACY

1. Capital Base
(1)  “Capital base” shall comprise primary capital and secondary capital.

(2)  Thesumofprimary and secondary capitalas indicated in paragraphs
3 and 4 shall not be'less than 6 percent of the adjusted asset base
subject to the total of secondary capital being limited to a maximuin
of 50 per cent of the total primary capital; and not more than one-
half of the total of secondary capital shall be in subordinated term

debt.

5 4

: A (3)  Deductions from—

(a) primary capital shall be goodwill, other intangible assets,
; fixed assets exclusive of revaluation reserves and anticipated
losses not yet provided for; ‘

¥
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(D) total (primary plus secondary) capital shall be—
(1) investment in unconsolidated subsidiarics and
associates;
(i) investments in the capital of other banks and
financial institutions; and
v
(iif)  connected lending of a capital nature,

2. Adjustéd Asset Base

-

‘Adjusted asset base' means total assets plus off-balance sheetiteins
(net of cash iargins)less——

A

(1)

(i)

(iii)

(iv)

(v)
o)
(vii)
(viii)

(ix)

(x)
(xi)

, %
cash (comprising currency notes and coins which
are currently legal tender in Sierra Leone)

balances with the Central Bank:
Sierra Leone Government Treasury Bills:

Sierra Leone Government Stocks and Bonds;

overnight money with discount houses. in Sierra
Leone;

investments in unconsolidated subsidiaries and
associates;

investmnents in the capital of other banks and
financial institutions;

connected lending of a capitzi-'l nature;
goodwill and other intangibles;
fixed assets (inclusive of revaluation surpluses);

anticipated losses not yet provided for.

¥

i i
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___-__________,__-—-—__,_____.__.__..__-,

“Primary capital’ includes permanend <harcholders' equity (isxucd

| and {ully paid ordinary sharcs), di;s'closcd reserves (ereated or

g increased by appropriation of retained earnings or other surplus

©r profits and other distributable and legal rescrves Acxcludjng

 revaluation TCServes and bonus issues of equity out of revaluation”
:

reserv e.s)“

«Secondary capital” includes—

(a) hybrid (debtor equity) capital instrummus\yhich are

(i) unsecurcd, subordinated and {ully paid up;

J

. (ii) not redeemable at the initiative of the holder or
awithiout the prior consent of the Central Bank;

i (iii) available to absorb losses without the bank being
obliged to ceasc trading: and
(b) subordinated term debt, which includes conventional
unsecured subordinated debt, capita} instrument with a fixed
term to maturity and limited Jife redecmable preference shares
in excess of five years which are not normally available to
absorb the losses of a bank which conting:< trading.

5 “Connected lending” means any loans, advances or credit facilities
= extended by abank toits subsidiary, associate or holding companies
or to a company or firm in which any of its directors or principal
shareholders owns or holds more than 20 per centof the issued and
paid-up share capital.

| . FIFTH SCHEDULE
1 x ~ (SECTION 20A)
! MATTERS TO BE INCLUDED IN THE LONG FORM AUDIT REPORT

{. Accounting, management information and internal S L

(a) the accuracy and reliability o1 fo. s0e il
general;
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(b)) the effectiveness of the inanagement information system:

(c)

the effectiveness and enforcement of internal controls:
(d)  the accuracy and reliability of completion of the prudential

returns to the Banking Supervision Department of the Central
Bank. - ) ‘

Comnments on the financial accounts

-

“(a) the financial performance of the bank during the period under
review including— '

* [}

(i) thereliability and compositionofreported carnings;

(ii) the breakdown and analysis of operating costs;
. .

(ii1)) the liquidity and capital adequacy ratios;

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

(¢) the adequacy of provisions made—

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

..

(ii) against off-balance sheet items;
(iii)  for credits, accruals and other liabilities;

(d) re-classifications and other adjustiments made by the auditors
to the accounts originally submitted for audit;




1 Audit work

(a)

(b)

(¢)

(d)

(¢)

-

i

O MADE AND Issuen this 19th day of February, 1996.

1 24U,

o e it

The Banking (Amendment) Decree:
S

e T

Jetails of any adjustiments not made 1o the accounts because

they are not considered tobe materials

L

* ~

details of any arcas where the Manual of Accounting for’
Banks issued by Central Bank has not been complicd with:
. .

the full accounts of the bank for the period under review.

N

The adequacy of work undertaken by the bank'’s internal audit
departnent. The extent o which the external auditors have
reliedon theinternal auditdépartment's work when performing

their owh duties; . '

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

partics;
the results of audit work undertaken;

the cffectivencss and timeliness of remedial action taken

following the previous year's management letter and long

form audit report from the external auditors;
2

details of any areas whete the Manual of Auditing for External
Auditors issued by the Ceniral Bank has not been complicd

with.

ERIGADIER JULIUS MAADA BIO
- Chairman,
Mational Provisional Ruling Council.
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