Nepal Rastra Bank Act, 2058 (2002)

Date of Authentication and publication

17 magh 2058 (January 30, 2002)

Act No.15 of the year of 2058 (2002
An Act to Provide for Establishment of Nepal Rag®demk to carry out the

Functions of the Central Bank

Preamble: Whereas, it is expedient to establish a Nepal RaBank
to function as the Central Bank to formulate neagpssnonetary and
foreign exchange policies, to maintain the stapilaf price, to
consolidate balance of payment for sustainable ldpweent of the
economy of Nepal, and to develop a secure, hedathny efficient
system of payment; to appropriately regulate, ios@@d supervise in
order to maintain the stability and healthy develemt of banking and
financial system; and for the enhancement of puldredibility

towards the entire banking and financial systerthefcountry.

Now, therefore, be it enacted by Parliament infitst year of reign of

His Majesty the King Gyanendra Bir Bikram Shah Dev.

Chapter-1

Preliminary

1. Short Title and Commencement (1) This Act may be called "Nepal
Rastra Bank Act, 2058 (2002)".

(2) This Act shall come into force immediately.
2. Definition: Unless the subject or context otherwise requiretjis Act,
(@) '"Bank" means the Nepal Rastra Bank established uBdetion 3.

(b) "Board" means the Board of Directors of the Baanstituted under
Section 14.



(c) "Director" means a member of the Board and #xpression also

includes the Governor and Deputy Governors.

(d) "Governor" means the Governor of the Bank appointed

under Section 15.

(e) "Deputy Governor' means the Deputy Governortloé Bank

appointed under Section 16.

) "Commercial Bank" means a commercial bank esthbtl under the

prevailing laws.

() "Financial Institution" means a financiasiitution established
under the prevailing laws with the objectives mrbviding loans for
agricultural cooperative, industrial or any othpedfic economic
purpose or of collecting deposits from the generdblic and this
expression also includes an institution prescrilzed financial
institution by Government of Nepal upon publishimgtice in the

Nepal Gazette.

(h)  "Money" means all types of currency notesstpborders, postal
notes, money orders, cheques, drafts, traveltbegjues, letters of
credit, bills of exchange, promissory notes and ititds and this
expression also includes similar types of monetasjruments as
the Bank may prescribe, as per the requirementrough the

publication and transmission of public notice.

() "Currency Note" means the bank note in ciatioh in the form of

cash and this expression also includes coin.

()] "Foreign Currency"” means the currency otheantithe Nepalese
currency and this expression includes the specakidg rights on
the International Monetary Fund, the Asian Currehdyits, the
European Currency Units and other instruments asBiénk may
prescribe, as per the requirement, by publicatrmhtaansmission of

public notice.



(k)

()

(m)

(n)

(0)

(p)

(@)

"Nepalese Currency” means the currency of INega rupee

denomination.

"Convertible Foreign Currency" means the fgrecurrency, which
have been prescribed by the Bank as convertibdgorcurrency,
as per the requirement, by publication and trarsomsof public

notice.

"Foreign Exchange" means foreign currencytyles of deposits,
credits, stocks, foreign securities payable irifgn currencies and
the cheques, drafts, traveller's cheques, electramd transfer,
credit cards, letters of credit, bills of exchangsymissory notes in
international circulation payable in foreign curcess; and this
expression also includes whatsoever, type of otmenetary
instrument as the Bank may prescribe, as per theirsanent, by
publication and transmission of public notice.

"Foreign Exchange Transaction” means the attpurchase and
sale of foreign exchange or the acts of borrowmiging credits,
and of accepting or providing foreign exchangeamy manner
whatsoever, and this expression also includes theofagranting
approval for foreign exchange by the Bank.

"License holder" means an individual, firmngmany or institution
that has obtained license from the Bank for foreaxchange

transaction.

"Letter of credit" means an instrument issbgda bank to another
bank instructing to accept cheque, draft, hundi badl of exchange

drawn by specified person up to the limit of spiedifamount.

"Securities" means share, stock bond, debentlgbenture stocks
issued by any corporate body or a certificate of s&aving scheme
or collective saving scheme (mutual fund) or traredble certificate
of deposit issued by a corporate body in accordanttelaws, and

this expression also include the securities or ipgcef deposit



(n)

(s)

(t)

(u)

v)

(w)

(x)

(pledge) of such securities, and interest in s@edrprescribed by
Government of Nepal upon publishing notification time Nepal
Gazette.

"Negotiate” means the act of transferring astrument to any
person having the right to hold negotiable instroteeenabling

him/her to become a bearer.

"Negotiable Bill of Exchange" means letter ofedit, bill of

exchange or cheques.

"Bill of Exchange" means an unconditional arde& writing,
addressed by one person to another, signed byetiserp giving it,
requiring the person to whom it is addressed tograglemand, or at
a fixed or determinable future time, a sum certaimoney to or to

the order of a specified person or to bearer.

"Promissory note" means an instrument signea pperson with an
undertaking to pay, without any condition, a fixacthount to any
particular person referred to in such instrumentothe person
ordered by such person or to the bearer of sudnument on a

fixed date or on demand.

"Cheque" means a bill of exchange drawn onlzamk ordering it to

make payment on demand.

"Credit" means a direct or indirect promisengest money and the
right to recover such amount of investment in netamd the interest
of such credit or payment of other charges, thenaete given
against the security of credit or investment regtriing and renewal
of credit, the guarantee made for repayment ofick@dany other
promise for such repayment, and this expression ialdudes any

type of debt.

"Account” means the record, registers and Bdokbe maintained as

per prevailing laws to keep the record of transedj and this



expression also includes other documents to prdwe daid

transactions.

(y) "Credit security,” means any bill of exchangeindebtedness and
any other instrument equivalent to such instrumehisdebtedness,
whether in certified or in book entry form.

(z)  "Monetary liability" means the bank notes amdne in circulation
existing in the balance sheet of the Bank.

(aa) "International Account Standard" means theoawct standard of

international level.

(ab) "Employee" means a person holding a post i@ Bank an

individual presently employed in any post of thenBa

(ac) "Prescribed" or "as prescribed" mean presdrifreas prescribed in

the Rules or Bye-laws framed under this Act.

Chapter - 2

Establishment, Objectives and Functions, Duties anBowers

Establishment of the Bank (1) There shall be a Central Bank
established in the name as NEPAL RASTRA BANK inartb carry out

the functions of Central Bank.

(2) The Nepal Rastra Bank established under theaNgastra Bank
Act, 2012 (1955) shall be deemed to have been ledtald under this Act.

(3) The Bank shall be an autonomous and corporathy hwith

perpetual succession.

(4) There shall be a separate seal for transactibn

business of the Bank.

(5) The Bank may, subject to this Act, acquirelizgj retain, sell
and otherwise dispose of or manage movable and vanhe property.



(6) The Bank may sue in its name and the Bank rsylze sued in

the same name.

(7) The Central office of the Bank shall be locasdKathmandu
and the Bank may open branch, sub-branch and offiees at any place
within and outside Nepal and appoint agent or egr&tive as per its

requirement.

Objectives of the Bank (1) The objectives of the Bank shall be as

follows:-

(@) To formulate necessary monetary and foreigohamxge
policies in order to maintain the stability of griand balance
of payment for sustainable development of econoamd

manage it;

(b) To promote stability and liquidity required banking and
financial sector;

(c) To develop a secure, healthy and efficienttesys of
payment;

(d) To regulate, inspect, supervise and moniterkthnking and

financial system; and

(e) To promote entire banking and financial systdrthe Nepal

and to enhance its public credibility.

(2) The Bank shall, without any prejudice to thgeahves referred
to in Sub-section (1), extend co-operation in timplementation of the

economic policies of Government of Nepal.

Functions, Duties and Powers of the Bank(1) In order to achieve the

objectives referred to in Section 4, the functichgies and powers of the

Bank shall be as follows:

(a) To issue bank notes and coins;



(b) To formulate necessary monetary policies irdeor to
maintain price stability and to implement or caute

implement them;

(c) To formulate foreign exchange policies andniplement or

cause to implement them;
(d) To determine the system of foreign exchante ra
(e) To manage and operate foreign exchange reserve

(H To issue license to commercial banks and fon
institutions to carry on banking and financial mess and to
regulate, inspect, supervise and monitor such acims;

(g) To act as a banker, advisor and financial agent
Government of Nepal,

(h) To act as the banker of commercial banks andn€ial
institutions and to function as the lender of thst resort;

(i) To establish and promote the system of paymelgaring
and settlement and to regulate these activitied; an

() To implement or cause to implement any othecassary
functions which the Bank has to carry out in oreeachieve

the objectives of the Bank under this Act;

(2) While exercising the powers conferred by the Ar any other
prevailing law, the Bank shall have power to cawy other functions and

take actions, which are incidental thereto.

(3) No one shall violate powers conferred on thakBander this
Act.

Prior Right of the Bank: (1) For the purpose of re@vering any:

loan, which the Bank has given to any borrowerroyr @ther type of claim
of the Bank against any borrower, the Bank shallehprior right of
security over cash deposited in an account in #menof such borrower at



the Bank or in any commercial bank or financial itasion or against any
other movable and immovable property owned by theobeer for the
purpose of recovering such loan.

(2) The Bank shall recover its loan by taking int® custody the
cash or movable or immovable property having itempright and selling

such property as prescribed.

Functions not to be Carried out by the Bank (1) Except otherwise

provided for in this Act, the Bank shall not caropt the following

functions:-

(a) Providing any loan, accepting any type of é#por making
any type of financial gift;

(b) Purchasing shares of any commercial bank, @@én
institution, public corporation or a company or @icpg any
type of proprietary right in any financial, commeaici

agricultural, industrial or other institution;
(c) Carrying out any type trade; and

(d) Acquiring right over movable and immovable peay by

way of purchase, lease or in any manner whatsoever.

Provided that the Bank may acquire such propertgasired

for carrying out its function or for achieving bjectives.

(2) Notwithstanding anything contained in Sub-seti{il), the Bank
may carry out the following functions: -

(@) To provide loan to and invest in the shareshef
institutions which carry out the functions helpial
carrying out the function of the Bank or in attaigi
its objectives, not exceeding ten percent of thal to

capital of such institutions.

Explanation: For the purpose of this Clause,

"Institutions which carry out the functions which



are helpful in carrying out the functions of the
Bank or in attaining its objectives" means any
institutions, companies which are exclusively
engaged in evaluating, managing, protecting the
security, restructuring and transferring the
securities of commercial banks or of financial
institutions, carry out the function of credit
rating, exchange of credit information, process
and transmit data, print financial instruments,
clearing payments, liquidate property, produce
bank notes and coins and act as trustee and any
other Institution or companies established for
carrying out similar function and prescribed by
the Bank.

(b)  To provide loan to its own employees.

8. Privileges _and_Facilities_to _the Bank Notwithstanding anything

contained in the prevailing laws, the Bank shalkhétled to the following

privileges and facilities: -

(a)

(b)

(€)

(d)

Exemption from all types of taxes, fees andrgés on
the incomes, capital transactions, houses, lansetas
etc.;

No requirement for the payment of registratfea for
registration of the deeds of loan or refinance éqglven
by the Bank;

No requirement of revenue stamps on any of the

documents relating to the Bank;

There would be no tax, fee, charge, duty am @kport
and import of bank notes, coins, gold, silver ahé t
paper, metal, chemicals, and other materials tadsel

for printing bank notes and minting coins.



10.

11.

12.

Relation between Government of Nepal and the Bankny contact

by Government of Nepal with the Bank and by thelBaith Government
of Nepal under this Act, shall be made throughN@stry of Finance.

Coordination_with Public Bodies: (1) The Bank may, in order to

achieve its objectives, make necessary coordinatitim public bodies or

their agencies or their organs.

(2) The Bank shall, on the request made by Govenhro€ Nepal,
provide necessary information on the balance ofent, banking and

financial matters.

(3) Government of Nepal, public bodies and thegtewsector shall,
in the event of request made by the Bank, provetessary information on

economic and financial matters.

International Cooperation _and Relationship (1) The Bank shall

represent Nepal in international organizations asdociations on the
matters within the jurisdiction of working areas tife Bank such as
monetary policy, foreign exchange policy, and tladabce of payment,

bank supervision and other related matters.

(2) The Bank may provide the services of bankind payment to
foreign government, foreign central banks, foreo@mk and international
organizations, or associations, and obtain sintyge of facilities from

them.

(3) The Bank shall take part in international oigations or
associations working for the financial and econorsiability through

international monetary cooperation.

(4) The Bank, while taking part in internationalganizations or
association as a representative of Nepal, shalhasshe responsibility and

undertake the functions to be carried out on bedfdlie country.

Flow of Public_Information: The Bank shall publish and transmit, on

regular basis, the information on the data basatysis conducted by it on



13.

14.

15.

macro economy, development of financial market, etary circulation

price stability, balance of payment and foreignhexuge etc.

Operation_of Accounts The Bank may open and operate account for

Government of Nepal and other governmental bodiesymercial banks
and financial institutions, public corporationstdmn diplomatic missions,
foreign central banks, foreign banks and intermatioorganization,
associations. The procedures for opening and apgrsiich accounts shall

be as prescribed by the Bank.

Provided that, the Bank shall not operate accoontainy individual,

industry and political organization.
Chapter -3

Formation of Board and Functions, Duties and Powers

Formation of the Board: There shall be a Board of rectors in

the Bank consisting of the following members

(@) Governor -Chairperson
(b)  Secretary, Ministry of Finance -Member
(c)  Two Deputy Governors -Member

(d)  Three Directors appointed by the
Government of Nepal from amongst
the persons renowned in the fields of
Economic, Monitory, Banking, Finance
and Commercial Law -Member

Appointment of the Governor (1) Government of Nepal, the Council of

Ministers shall appoint Governor on the basis & tacommendation of

the Recommendation Committee formed pursuant toséaben (2).

(2) Government of Nepal, the Council of Ministetsal, for the
appointment of Governor, form a Recommendation Catamas follows:-



16.

17.

(@) Minister of Finance -Chairperson
(b)  One person from among the former Governors mbky
(©) One person designated by Government of

Nepal from amongst the persons renowned in

the fields of Economic, Monitory, Banking,

Finance and Commercial Law. -Member

(3) While making recommendation for the appointnefisovernor,
the committee formed pursuant to Sub-section Ball secommend to
Government of Nepal, the Council of Ministers treenes of three persons
renowned in the field of economic, monetary, bagkiinance, commerce,

management, commercial law and from among the Depaternors.

(4) Government of Nepal, the Council of Ministehals, out of the
names recommended pursuant to Sub-section (3),r@ppwe person to the

Office of Governor.

Appointment of the Deputy Governor. (1) Government of Nepal, the

Council of Ministers shall, on the recommendatioh tlke Governor,

appoint Deputy Governor.

(2) The Governor shall, while making recommendatir
appointment of Deputy Governor pursuant to Subisedil), recommend
names, double in number of the post falling vadaoth among the special
class officers of the Bank on the basis of theifqggenance and capability.

(3) Person appointed in the post of Deputy Govenmader this
Section shall be deemed to have been automatiedlied from the service
of the Bank.

Appointment of the Directors: (1) Government of Nepal, the Council of

Ministers shall appoint Directors.

(2) Government of Nepal, the Council of Ministefsals, while

appointing Directors, appoint them each represgrdifferent sectors from



amongst the persons renowned in economic, mondianking, financial,

commercial, management and commercial law sectors.

18. Tenure of Office of the Directors (1) The tenure of Office of the

Governor, Deputy Governor and Directors shall b&vefyears.

(2) Government of Nepal may, reappoint the retir@®dgvernor for

one term and the retiring Directors for any terhit, is deemed necessary.

19. Remuneration and other Benefits of the Directors The

remuneration and other benefits of the Governompude Governor and
Directors shall be as prescribed by the Board.

20. Qualifications of the Directors In order to be appointed to the post of

Governor, Deputy Governor and Directors, a persmil fiave to meet the

following qualifications:-
(@) A Nepalese citizen;
(b)  Having higher moral character;

(c) Having work experience in economic, monetary,
banking, financial and commercial law sectors after
having attained at least master's degree in eca@somi
monetary, banking, finance, commerce, management,

public administration, statistics, mathematics kavd

Explanation:- For the purpose of this Clause, "work
experience" means the experience of works in tls¢ po
of special class of Government of Nepal or of tlzlB
or in the post of a university Professor or in post of
Executive Chief of class 'A’' of a commercial banlob
a financial institution or in the equivalent postio the

post higher than those in terms of the order ofqual.
(d)  Not disqualified under Section 21.

21. Disqualification of the Directors: None of the following persons shall




22.

be eligible for appointment to the Office of the v@mor, Deputy

Governor and Director:-

(a)
(b)

(€)

(d)

(e)

(f)
(9)

Member or official of a political party, or

The person blacklisted in relation to transact

with a commercial bank or financial institution, or

An official currently engaged in any commercial

bank or financial institution, or

A person having five percent or more shares or
voting right in a Commercial Bank or financial

institution, or

A person rendered bankrupt for being unablestp

debts to creditors, or
A insane person, or

A person convicted by a court in an offence

involving moral turpitude.

Grounds for Removable of the Directors from Office (1)

Government of Nepal, the Council of Ministers shamove the Governor,

Deputy Governor and Director on conditions stipethtunder Sub-section

(5).

Provided that Government of Nepal shall not depiine concerned person

from a reasonable opportunity to defend himsel8&érprior to remove

him/her from his/her office.

(2) Government of Nepal shall, remove the Govefram his office

pursuant to Sub-section (1), on the recommendabébnan inquiry

committee constituted under Section 23.

(3) While removing a Director or Deputy Governorguant to Sub-

section (1), Government of Nepal shall cause todaoh an inquiry by

committee and remove him/her from the office on thasis of the



23.

recommendation made by the committee.

(4) Once Government of Nepal initiates the prodessemoving the

Governor, Deputy Governor and Director pursuarbub-section (1), they

shall be deemed to have been ipso facto susperaladtie office.

(5) The Governor, Deputy Governor and Director shalremoved

from the office on any of the following grounds:-

(a)

(b)

(€)

(d)

(e)

(f)

If one is disqualified to become a Directorguant to

Section 21; or

The lack of capability to implement or cause t
implement the functions which the Bank has to cauty
in order to achieve the objectives of the Bank urnhkis

Act; or

If one has committed any act causing loss aardade

to the banking and financial system of the courtry;

If one is found to have acted dishonestly @hwnala
fide intention in any transaction related to the bussne
of the Bank; or

If professional license is revoked or prolafitfrom
carrying out any profession rendering disqualifiecbe
engaged in any trade or profession on the ground of

gross misconduct; or

If one is absent for more than three consgeutneeting

of Board without a genuine reason;

(6) Except on the grounds referred to in Sub-sac{i5), no

Governor, Deputy Governor and Director shall beaesd from office.

Constitution, Functions _and Duties of Inquiry Commitee: (1)

Government of Nepal shall, prior to removing thev&mor from office

under Sub-section (2) of Section 22, constitute lrequiry Committee

consisted as follows, and remove the Governor ffoenOffice on the basis



24.

25.

26.

27.

of the recommendation of such committee:-

(@) The person designated by Government of Nepain fr
amongst the retired Justices of the Supreme Court -

Chairperson;

(b) Two persons designated by Government of Nedpamn
amongst renowned persons belonging to economic,
monetary, banking, financial, commercial or managem

sectors - Member

(2) The Inquiry Committee may, prior to submission it$
recommendation to Government of Nepal along withfiridings, record

the statement and conduct inquiry with, the coregmerson.

(3) The Inquiry Committee may fix its procedure ® followed in

connection with the inquiry.

(4) The Inquiry Committee shall submit its recommermagtlong

with its findings to Government of Nepal within om@nth.

Resignation by Director The Governor, Deputy Governor or Director

may resign from his/her office by tendering a vemitresignation to

Government of Nepal.

Public Notification of Governor's Appointment: Government of

Nepal shall, normally one month prior to the vagairt office of the
Governor, make appointment to the office of Governnaaccordance with

this Act and issue and transmit public notice ahsappointment.

Fulfilment of Vacant Office: In cases the office of the Governor,

Deputy Governor and Director falls vacant beforpigxof the tenure of
office, Government of Nepal shall, appoint appraf@iperson to such
office for the remaining term of office pursuant ttee provisions made
under this Act.

Acting Governor: Government of Nepal shall depute the Senior Deputy

Governor of the Bank as Acting Governor to disckdtge functions of the



28.

29.

Governor in cases where the Governor dies or resiggm office, falls
sick, goes on leave or is unable to discharge éisfluties due to any

reason.

Meeting of the Board (1) The Governor shall preside over the meeting
of the Board.

(2) The meeting of the Board shall be held as Iperéquirement
of the Bank.

Provided that the Board meets at least once inrghmo
(3) The Governor shall call on the meeting of tloal.

Provided that in case of a written request frone¢hbDirectors of the
Board to call the meeting of the Board, the Govestall call the meeting
of the Board.

(4) The Board may frame a separate Bye-law with reega the
procedures for calling the meeting of the Boardyduwting the meeting,

voting, keeping minutes and for other matters.

(5) The presence of at least three Directors andhef person
presiding over the meeting of the Board shall aartstthe quorum for the
meeting of the Board.

Provided that out of the three Directors presemtethe meeting at least
one director should be the director appointed ur@@lause (d) of Section
14.

(6) The decision of the majority shall be the diecisof the Board.
In the event of a tie of votes for and against solugion, the person

presiding over the meeting shall exercise a dezigote.

Functions, Duties and Powers of the Boardfhe functions, duties and
powers of the Board shall be as follows:

(@) To frame monetary and foreign exchange pdalicie

(b) To take necessary decisions with regard to the



(€)

(d)

(e)

(f)

(9)

(h)

(i)

)

denominations of bank notes and coins, the figures,
size, metal, materials for printing notes, and othe
materials; and to frame appropriate policies with

regard to their issue;

To frame necessary policies for causing the
supervision and inspection of commercial banks and
financial institutions and banking and financial

arrangement.

To approve Rules and Bye-laws of the Bank &nd
frame policies applicable to the operation and

management of the Bank;

To frame policies with regard to the appointime
promotion, transfer, dismissal, remuneration, pemsio
gratuity, provident fund, leave, code of conduct an
other terms and conditions relating to the seruoicine
employees of the Bank;

To approve the annual programs and budgethef t
Bank and the annual auditing of accounts, and to
submit its report to Government of Nepal for

information;

To approve the annual report on the activinéshe
Bank;

To frame necessary policy for the issue oérige to
commercial banks and financial institutions and for

revoking such license;

To approve the limit of the loan to be providea

Government of Nepal by the Bank;

To fix the amount, limit and terms and conalits of

the loan and refinance which the Bank providesht t



commercial banks and financial institutions;

(k) To make decision with regard to the Bank's
membership to international organizations,

associations;

0] To frame policy for the mobilization and invagnt of

Bank's financial resource;

(m) To submit proposal to Government of Nepal along
with the reasons there for if it is necessary tkena
amendment to this Act;

(n)  To take decision on all other matters exclgdihe
matters which are within the authority of Governor

under this Act; and

(0) To delegate the powers vested on the Boarthdo
Governor or the subcommittee constituted by the

Board with or without fixing the time limit.

30. Functions, Duties and Powers of the Governo(l) The functions, duties

and powers of the Governor shall be as follows:-
(@) To implement the decisions made by the Board,;
(b)  To operate and manage the Bank;

(©) To systematize the functions to be carried lmuthe
Bank;

(d) To represent and cause to represent on behalfe

Bank in international organizations and assoaieio

(e) To implement and cause to implement the padici

relating to monetary and foreign exchange matters;

() To formulate necessary policy on rates of est for
deposits and loan with commercial banks and &redn

institutions;



(9)

(h)

(i)

1),

(k)

0

(m)

(n)

(0)

(p)

(@)

To formulate necessary policies with regardthe
rates of interest to be paid by commercial banks and
financial institution on deposit and loan or théeraf

interest to be charged by them on deposits and loan

To formulate necessary policies relating tpidity to
be maintained by commercial banks and financial

institutions;

To make necessary arrangement with regardheo t
basis, amount, methods, conditions and duration of
compulsory deposit to be maintained by commercial

banks and financial institutions, and its use;

To fix the terms and conditions relating toegdacy of
the capital fund of commercial banks and financial

institutions;

To take decision with regard to the proceduses
terms and conditions to be followed while purchgsin
and selling gold and other precious metals;

To fix the charge on the services to be pretidy the
Bank;

To take decision for opening and closing bhanc
offices and other offices of the Bank as may be

necessary;
To establish and close the agency of the Bank;

To make necessary arrangement for developameat

operation of information system of the Bank;

To make necessary arrangement for supervision

commercial banks and financial institutions;

To take decision with regard to revocation thé

license provided to commercial banks and financial



31.

32.

33.

institutions;

(n To take decisions on any other matters sulige¢he

powers delegated by the Board of Directors;

(2) The powers to be exercised by the Governor@é¢mtral Bank in

accordance with international practice shall beéeeg# the Governor.

Delegation of Powers The Governor may, in order to conduct the

business of the Bank in a smooth manner, delegat®aty invested with
him/her under this Act to the Deputy Governor dnestemployees of the
Bank.

Prohibition on Vested Personal Interests(1) After appointment to the

office of Governor, Deputy Governor or Director Bhim each six months,
should disclose, as prescribed to the Board aboutdaect or indirect

commercial interest of himself/himself or of his/Hemily members.

(2) Where any resolution involving personal intered the
Governor, Deputy Governor or Director, shall disedo the Board about
his personal interest on any matter to be discussdtle meeting of the
Board, prior to the beginning of discussion on sumwatters. No such
Director shall take part in that meeting.

(3) No Governor or Deputy Governor shall be allowedvork in a
commercial bank and financial institution till oneay after retiring from

his/her office.

(4) The Governor and Deputy Governor should makaultlic the
details of property held in his/her name and inriagne of his/her family

members within one month from the date of appointraad retirement.

Management Committee (1) There shall be a Management Committee,

to remain under the Board to be chaired by the @mvein order to
conduct the business of the Bank in a smooth marnitex two Deputy
Governors shall be other members of the Manage@enimittee, and one

senior officer of the Bank designated by the Goweershall act as the



member-secretary of the committee.

(2) The functions, duties and powers of the ManaggnCcommittee

formed pursuant to Sub-section (1) shall be ascplbe.

(3) Notwithstanding anything contained in Sub-satti(1), the
Governor may invite any of the officers to taketpgarthe meeting of the

Management Committee.

(4) The Committee shall, in connection with disgwag its
functions, evaluate the country's monetary andnfired condition on a
periodic basis. For this purpose, the Managememr@ittee shall, at least
once in a month, submit a report to the Board enBhnk’'s administration
and operation, operation of monetary and otherlaégty policies, the
soundness of the banking system of the countryditon of money,
capital and foreign exchange market, implementatibsuch policies and
impact they may have and situation on the bankysjesn, and on the

significant events.

34. Audit Committee: The Board shall constitute an Audit Committee

comprising of the following members which will becauntable to the
Board:-

(a) One Director -Convener
(b) Chief of Internal Audit Department

of the Bank -Member
(c) One senior officer of the Bank designated

by the Board -Member

35. Functions, Duties and Powers of the Audit Committee(1) The

functions, duties and powers of the Audit Committkall be as follows:-

(@) To submit its report and recommendations to the
Board on accounts, budget and audit procedures and

control system of the Bank;
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(b)

(€)

(d)

(e)

To ascertain whether or not the audit and gmegon
of periodic balance sheet and other documentsef th

Bank have been carried out properly;

To supervise the implementation of the appader

risk management adopted by the Bank;

To audit managerial and performance of workthe
Bank in order to be assured that the prevailingslaw

applicable to the Bank have been fully compliechyvit

To frame bye-law for auditing of the Bank in
accordance with the prevailing laws and internation
auditing standard and to submit it to the Board for

approval.

(2) The Audit Committee shall, while submitting theport and
recommendations to the Board pursuant to Clausef(&ub-section (1),

furnish the information thereof to the Governor.

Employees of the Bank(1) The Board shall appoint necessary employees

in order to conduct the business of the Bank imaath manner.

(2) The terms and conditions, remuneration and rothenefits

payable to the employees appointed pursuant tos8catien (1) shall be as

prescribed.

Professional Code of Conduct _and Official Respeibility: (1) The

Governor and Deputy Governor shall, so long inceffifully devote his/her

professional service to the Bank. Except nomindgthe Bank they shall

not be entitled to assume any type of office oreptgob in or render

services to any one else with or without remunenati

Provided that this Sub-section shall not restoctender services by

assuming any post in any non-profit making orgarors such as Medical

Association, Engineers Association, Bar AssocigtBankers Association,

Chartered Accountants Association and in any dtaele and professional



organization.

(2) The Governor, Deputy Governor or Director shllve to
provide highest priority to the interests of thenBavhile discharging their

official duties.

(3) The Governor, Deputy Governor or Director shadt accept,
personally or through any person having any commkrdinancial
relationship with him, any type of gift or loan @mmanner that may cause

undue influence of any type in discharging his ekiti

38. Confidentiality: (1) No Governor, Deputy Governor or Director or

employees, Advisor, Auditor, Agent or Represengati¥ the Bank shall be

allowed to be engaged in the following acts and/giefts -

(@) To divlge any published or unpublished confiid
information or notice that came to his knowledgeilevh
exercising his official duty to any other person; o

(b)  To use such information or notice for persayaah.

(2) Notwithstanding anything-contained in Sub-satti(1), any
published or unpublished information in one's krexlge may be divulged

on the following grounds in the manner prescribgdhe Bank:-

(a) Providing such information while dischargingets
duties in public, while assisting law enforcement
agencies, as per the order of the court or of the

authorized officer;

(b) Providing such information, in connection with
discharge of his/her duties, to the external Auddb
the Bank and the employees of international financi

institutions; and

(c) Providing such information in connection wiikgal

actions for the sake of the Bank's interests.



39.

40.

41.

Chapter - 4

Financial Provisions

Capital of the Bank (1) The Capital of the Bank shall be one billion

rupees.

(2) The Capital of the Bank shall be received frGavernment of
Nepal and this Capital shall not be transferrecaimy burden of debt be

placed upon it.

(3) Government of Nepal may alter the capital ref@rto in Sub-
section (1). Government of Nepal shall have coasiolt with the Bank

while altering the capital.

Computation_of Net Profit or Loss (1) The Bank shall prepare the

account of its net profit and loss in each FiscahlY

(2) While preparing the account of profit and Ipsssuant to Sub-
section (1), it shall be prepared in accordanceh viite international

accounting standard.

(3) While preparing profit and loss account, thefipmade and the
loss sustained or the loss yet to be appropriatddieze net valuation gains
or loss shall be reconciled and the bad or doubiioks and depreciation of

property shall be deducted therefrom.

Allocation of Net Profit: (1) In case the Bank makes a profit in any

fiscal year, the allocation and use of such psifall be made in according

to the following priority:-

(@) Unless five percent of the total monetary iligbof
the Bank shown in the balance sheet is met, an amou
equal to five percent of the net profit of eachrysaall
be allocated from the profit and kept in the moneta
liability fund. The amount deposited in the mongtar

liability fund shall be used only for the purpost o
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(b)

(€)

(d)

(e)

fulfilling the financial liability of the Bank.

An amount prescribed by the Board not less ttem
percent of the net profit of the Bank shall be edied

in the general reserve fund established by the Bank

While allocating an amount in the general resdund
pursuant to Clause (b), an additional amount dhall
appropriated to cover the capital expenses refawed

in the annual budget of the Bank.

The amount equal to the revaluation profitliste

kept in the revaluation reserve fund.

The Board shall, having appropriated the art®un
referred to in Clauses (a), (b), (c) and (d), appate

the remaining profit in other funds as may be
necessary and pay the remaining amount to

Government of Nepal.

(2) The amount allocated to general reserve funsyaunt to

Sub-section 1 Clause (b) and (c) shall be used fmmlythe purpose of

recovering the loss.

Allocation of Net

Loss (1) In case the Bank sustain net loss in any fiscal

year, such loss shall be allocated as follows:-

(a)

In cases where the total operation loss and
revaluation loss have been included in the net, loss
the amount of the total operation loss shall be
charged to the general reserve fund or to the aapit

account. The amount of revaluation loss shall be
debited to the revaluation reserve fund. While

making such allocation, if the revaluation reserve
fund also is at loss, it shall be debited to genera

reserve fund or the capital account.
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(b) In case the net loss is due to accumulatiothef
total operation loss and the revaluation loss, the
amount of such net loss shall be debited to the
revaluation fund. If the balance of the revaluation
reserve fund would be negative after such
allocation, it shall be debited to the general mese
fund or the capital fund.

(2) The Government of Nepal shall bear the los¢ damnot be
adjusted after making allocation pursuant to Sudtise (1).

Annual Budget: The Board shall, prior to the beginning of eacledis

year, approve the estimated budget of incomes apdnelitures and the
programs for the coming fiscal year. The Board mealieate and amend
the approved budget in each three months on this bhactual position
and the matters that can be estimated. Such buwulgdt be sent to

Government of Nepal for information.
Chapter -5

Monetary Functions and Operation of Open Market

Monetary Policy: The Bank shall have full powers to formulate,

implement and cause to implement monetary palicy Nepal.

Operation _of Open Market: The Bank shall operate open market

transaction on the basis of agreements for immeadiatate purchase and
sale of debt securities issued on behalf of Goventrof Nepal or by the
Bank itself and may immediately be sold in marketclStransaction may
also be in the forms of repurchase agreements agrsevrepurchase

agreements. For this purpose, no other instrungtrai be used.

Compulsory Deposit in Commercial Banks and Financila

Institutions: (1) The Bank shall issue directives to the comnag¢ricanks

and financial institutions to maintain compulsoegerve with the Bank in
proportion to the deposits accumulated with theomrdwed fund or other
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liability prescribed by the Bank. It shall be thetyl of commercial banks
and financial institutions to maintain the compuwsdeposit in the Bank as

prescribed by the Bank.

(2) While computing the compulsory deposit of comera@rbanks
and financial institutions, the Bank shall compwote the basis of daily

average of deposit by prescribing the duration.

Failure to Maintain _Compulsory Deposit In cases where any

commercial bank or financial institution fails to m&in the compulsory
deposit prescribed by the Bank, the Bank shall sepa fine on bank or
financial institution for the period of such faiurWhile imposing the fine,
the amount of fine shall not be more than threesimf the maximum of
the bank rate prescribed by the Bank.

Discount Operation (1) The Bank may conduct discount transaction on

the following negotiable instruments submitted bg tommercial bank

and financial institutions who maintain their acotsuwith the Bank:-

(@) A promissory note or bill of exchange signedab
least two parties including a commercial bank
payable in Nepal within six months.

(b) Debt bond issued by Government of Nepal or the
Bank payable within Nepal and within six months

from the date of acquisition by the Bank.

(2) The discount rates, terms and conditions armtcquure of

operating discount transaction shall be as presdrily the Bank.

Loan and Refinance to Commercial Banks and Financla

Institutions: (1) The Bank may, subject to the terms and conhtio
prescribed by it, make available loan and refinateceommercial banks
and financial institutions for a maximum periodsst months against the

security of the following assets:-

(@) International negotiable instrument referred it
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Clause (e) of Sub-section (1) of Section 66;

(b) The debt bond issued by Government of Nepal
payable within Nepal;

(©) The deposits accumulated in the Bank or thd go
and precious metals, which the Bank may transact

under this Act;

(d) The bill of exchange or the promissory notes

referred to in Sub-section (1) of Section 48;
(e) Other securities as prescribed.

(2) Notwithstanding anything contained in Sub-mect(1) of the
Bank may provide any type of credit to a commerbiahk and financial
institution for a maximum period of one year in cagd®re Government
of Nepal has, for the sake of public interest anelfave, deemed it
appropriate to provide loan and has requested thek Bherefor and
Government of Nepal has given a guarantee of gexsurof prevailing
market rate for such loan or in extraordinary amstances where the Bank

has to work as a lender of the last resort.

Discount Rate and Rate of Interest for RefinanceThe Bank shall fix

the discount rate and the rate of interest foneefce from time to time. The Bank
shall publish and transmit the notice of discoaté¢ rand interest rate of refinance

for the information of all concerned.

Chapter 6

Monetary Unit, Banknote and Coins

Monetary Unit: (1) The Rupee shall be the monetary unit of Nepal a

such Rupee shall be divided in one hundred Paisa.

(2) The Rupee referred to in Sub-secfb) shall be a legal tender
within Nepal and Government of Nepal shall proviglearantee for such

Rupee.
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Power to Issue Banknotes and Coins(l) The Bank shall have

monopoly over the issue of banknotes and coinsapaN Such notes and

coins shall be legal tenders in Nepal.

(2) The Bank shall issue notes pursuant to Subesedi), only
against the security, and the liability of suclues$ notes shall be equal to
the value of property kept as security. At leafty foercent of the property
to be kept as security shall be one or more of,galder, foreign currency,
foreign securities, and foreign bills of exchanged athe remaining
percentage shall be one or more of the coins (Maltarble or coins of
higher denomination, the Debt Bond issued by Gawvemt of Nepal, the
promissory note or bills of exchange payable in &lepthin a maximum

of eighteen months from the date of repayment mkba

Provided that with the permission of the Governnedilepal the ratio of
property kept as security may be at least fortyg@atrone or more of gold,
silver, foreign currency, foreign securities, amdefgn bills of exchange
and the remaining percentage shall be one or mbtheocoins (Mohar
Double or coins of higher denomination, the Debtn@oissued by
Government of Nepal, the promissory note or biflexchange payable in
Nepal within a maximum of eighteen months from tla¢edof repayment
by bank.

(3) For the purpose of Sub-section (2), the vatumif property

shall be made as follows:-

(@)  The price of gold at the rate fixed by Goveeninof

Nepal on the recommendation of the Board;

(b)  The price of silver at the rate deemed appat@rby
the Board;

(c)  The foreign currencies at the exchange ratedfiby
the Bank;

(d) The Debt Bond issued by Government of Nepd, t



foreign securities and Bills of Exchange at theerat
deemed appropriate by the Board on the basis of

market rates;
(e) Coins at the rate of face value.

(4) The Bank shall issue the bank notes of vardemsominations as
may be necessary. While issuing banknotes in thay, vihe figures
appearing in the notes, size and denominationd bkeahs approved by
Government of Nepal and the figures, internal sgcarrangements, the
materials for printing banknotes and other matershlall be as decided by
the Board.

(5) Government of Nepal may, in consultation witie tBoard,
declare that banknote of any denomination shabeda be legal tender in
any place other than the prescribed place or offiaging published a

notification in the Nepal Gazette.

(6) The Bank shall not reissue the notes, whicht@me, defaced or

excessively soiled.

(7) The Bank may, with the approval of Governmehniepal, mint
and bring into circulation the coins of whatevertah®r mixture of metals
or bring into circulation having minted them in Mioi specials occasions.
The Bank may, if it deems appropriate, cause suahmsaminted in any

foreign Mint.

Provided that, if coins minted once with the applasato be re-

minted, no approval of Government of Nepal shaltdzpiired.

(8) The Bank may, with the approval of Governmehiepal, mint

the coins sent for minting by a foreign government.

(9) The Bank shall be responsible for payment @& banknotes
issued by the Bank and the banknotes issued byr@amesnt of Nepal prior

to the establishment of the Bank.

(20) No liability other than the liability referréd in Sub-section (9)
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shall be borne from the property given as secuftly issuance of

banknotes.

Banknotes and Coins to be Acceptable allfThe banknotes and coins

issued by the Bank having made them legal tendsl Isé all acceptable to
the extent of the amount of face value for repaytnadrall types of public

or private debts within Nepal.

Measurement, Weights and Size of Coins:The face value,

measurement, weight, size and other features ofahes to be issued by
the Bank under this Act shall be prescribed byBbard.

Issuance of Currency and Security Matters relating to printing of

banknotes and minting coins, providing security ttee not issued
banknotes and coins, keeping them in appropriateneraand the matter of
safe keeping or destroying the old banknotes onscethich are not in

circulation, plate and die shall be as prescribed.

Provisions for Exchange of Currency The Bank shall, without any

fee or charge, change a banknote or coin with legader in Nepal with
the banknotes or coins of same denomination orffefrdnt denominations

of the equal value.

Soiled or Counterfeit Currency: (1) The Bank may withdraw, destroy

or replace the soiled currency with other bankmoteoin.

(2) Notwithstanding anything contained in Sub-set{il), the Bank
may deny to replace the banknote or coin the desfgwhich has been
deleted, or which is torn, defaced or more thay fiercent of its portion

has been destroyed.

(3) The Bank may withdraw or destroy such banknates
with or without compensation to the owner of thenlk#otes or

coins referred to in Sub-section (1).

(4) No owner of the lost or stolen banknotes onsahall be entitled

to a reimbursement from the Bank. The Bank mayeforfvithout any
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compensation, the coins or notes the outer appea@which is changed,

or which is counterfeit coins or fake note.

Explanation: For the purpose of this Section, "Counterfeitn€oi
means a duplicate coin minted copying the coinedshy the Bank or a
counterfeit coin or prepared by melting or manipiaigor a coin prepared
by cutting and breaking into two or more place®m ¢ssued by the Bank

or the coin the figures, letters and signs in wiiielve been defaced.

Provisions Relating to Currency Inventory and Issuace of

Currency: The Bank shall carry out the functions relatingrency stock
and issue of currency and to regularly supply thekbotes or coins in
order to meet the demand of currency.

Account of Issued Currency The Bank shall maintain account of the

entire banknotes and coins in circulation showihgnt separately as
monetary liability. Such liability shall not incledhe bank notes and coins

in stock or not in circulation.

Currency Recall: (1) The Bank may recall the bank notes and coins in

circulation within Nepal by issuing in exchangerthér other bank notes
and coins in equivalent amount. The Bank shallighldnd transmit pubic
notice clearly specifying the period during whidfetbank notes or coins

must be presented for exchange and where theyp & $0 presented.

(2) Notwithstanding anything contained in Sectid@) Gpon expiry
of the time prescribed pursuant to Sub-sectionl{ank notes and coins to

be exchanged shall cease to be a legal tender.

(3) The Bank may cut, break or demolish or desimoginy manner
whatsoever, the banknotes and coins withdrawn fcooulation and the
currency with defect, as prescribed.

Reproduction _and Counterfeiting_of Currency. (1) No one shall

commit or cause to commit any of the following acts:-
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(@) To forge, counterfeit or alter banknotes aonth an
circulation as legal tender in Nepal or any chequres
payment card or to do any other act relating to i

assist in any of such acts;

(b)  To possess, transport or issue any banknoteioror
cheque or payment card with the knowledge that such
banknote or coin, cheque or payment card was falsel
made, forged, counterfeited or altered or to agsist

such acts in any manner;

(c) To possess, transport any sheet of metalesfmaper,
die or any other material or substance with the
knowledge that it was destined to be used in falsel
making, forging, counterfeiting or altering any
banknote or coin, cheque or payment card or tetassi

in any of such acts.

(2) Any reproduction of banknotes, coins, checlksgusties or
payment cards, denominated in Rupee, and the aneatiany objects that
by their design imitate any such banknote, coinckhgecurity or payment
card, shall require the prior written authorizatairthe Bank.

(3) The Bank may take appropriate action to prevaetissue of
fake note or counterfeit currency or duplicate cleeqr payment. The Bank

may issue necessary order, directives or noticdle waking such actions.
Chapter - 7

Foreign Exchange Policy, Requlation and Reserve

Foreign _Exchange Polty: The Bank shall have full authority to

formulate, implement and cause to implement foreigohange policy of
Nepal.

Management of Foreign ExchangeThe Bank shall manage the

foreign exchange. The Bank shall have the followiogvers for
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such management: -

(@) To issue license under this Act or any other
prevailing laws to the persons willing to deal in

foreign exchange transaction;

(b)  To frame Rules and Bye-laws and to issue rsacgs
order, directives or circulars in order to regulate
dealings in the foreign exchange transaction by the

foreign exchange dealer;

(©) To inspect, supervise and monitor the foreign

exchange dealer;

(d To set the bases, limitations and terms and
conditions for the transaction of the foreign

exchange dealer; and

(e)  To prescribe the system of determining theidore

exchange rates of the Nepalese currency.

Particulars of Foreign Exchanges Dealingq1) The Bank shall cause

the license-holder to submit to the Bank the dedadarticular of exchange
of foreign currency and of the transaction relatiogt. The duration for
submitting such particulars, the format and othecutnents relating to it

shall be as prescribed by Bank from time to time.

(2) It shall be the duty of the concerned licensilér to submit the
particulars referred to in Sub-section (1) anddbeuments prescribed by
the Bank.

Dealing in Foreign Exchanges(1) The Bank may purchase and sell

foreign exchanges, gold and precious metals.

(2) The purchase and sale to be made by the Barsugnt to Sub-
section (1) shall be effected through the spotaade exchange rate, swap,
option or the similar types of other instrumentsshcaor negotiable

instrument.
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(3) The Bank may, for the purpose of Sub-sectigro{ISection 66,

purchase or sell foreign exchange. It may affechquurchase and sale also

on the basis of spot, advance exchange rate, swpdijon or similar types

of other of instruments.

(4) The Bank shall deal in foreign exchange afbeng) its buying

and selling rates. The basis, limitations and coorts of such dealing shall

be as prescribed by the Bank.

Foreign Exchange Reserve(l) The Bank shall mobilize the foreign

exchanges reserve. Such reserve shall be denodhimatihe respective

foreign exchange and such reserve shall constsiedbllowing assets:-

(a)

(b)

(€)

(d)

(e)

(f)

Gold and other precious metals held by orther

account of the Bank;

Foreign currencies held by or for the accooht
the Bank;

Foreign currencies held in the accounts of the
Bank on the books of a foreign central bank or

other foreign banks;

Special drawing rights (SDR) held by the Batk
the International Monetary Fund,;

Bill of exchange, promissory note, certificait
deposit, bonds, and other debt instrument payable
in convertible foreign currencies issued by any
debtor or liability holder and held by the Bank;

Any forward purchase or repurchase agree mants
the Bank concluded with or guaranteed by foreign
central banks or public international financial
institutions, and any futures and option contracts
of the Bank providing for payment in freely

convertible foreign currency.
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(2) While selecting the assets referred to in Sediisn (1), due
consideration should be given to the Bank's capaadl liquidity to

maximize earnings.

(3) The Bank shall maintain international reservv@ devel, which
shall be adequate for the execution of monitory excxhange rate policies

and for the prompt settlement of the internatidreaxhsaction.

(4) If international reserves have declined otthi@ opinion of Bank,
are in danger of declining to such an extent gedpardize the execution
of the monetary or exchange rate policies in thammt settlement of the
country's international transactions, the BankIsbatbmit to Government
of Nepal a report on the international reservestiposand the causes
which have led or may lead to such a decline, togetwith such

recommendations as it considers necessary to rethedtuation.

(5) Until such time as, the situation referred ubSection (4) has
been rectified, the Bank shall make further suchpore and

recommendations to Government of Nepal.

(6) The Bank shall hold the foreign exchange neseeferred to in

Sub-section (1) in its balance sheet.

Issuance of Debt Bond Against Gold and Foreign Cugncy (1)

The Bank may, having obtained approval from Govemtnoé Nepal, issue
one or more types of debt bond denominated in goltbreign currency

for certain purpose.

(2) The types, duration, payment of principal anigrest and other
matters of the debt bond to be issued pursuanaibes8ction (1) shall be as

prescribed by the Bank.

International Clearing and Payment Agreements The Bank may,

either for its own account or for government acccamd by the order of
Government of Nepal, enter into clearing and paynagreements with

public or private central clearing unions domicikgroad. The Bank may,
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in order to implement the objectives of such agregmenter into other

necessary agreements.
Chapter - 8

Relation with Government of Nepal

Banker, Advisor and Financial Agent (1) The Bank shall be the

banker and financial advisor of Government of Neggad a financial agent

of Nepal.

(2) Government of Nepal shall consult the Bank oy matters that
are within the jurisdiction of its competence. ltal be the duty of the

Bank to advise on matter consulted by the GovernmeNepal.

(3) Government of Nepal shall, while preparing amnbudget,

consult the Bank on the domestic debt includingadnadts.

(4) The Bank shall submit a pre-budget review repmGovernment

of Nepal each year on the economic and financidlera

Opinions _and__Information Relating to External Debt (1)

Government of Nepal may consult the Bank while rigkioan from

external sectors.

(2) The consultation referred to in Sub-sectiongiall include the
subjects such as amount of loan, the terms anditocmrslof the loan and

the repayment of loan.

(3) Government of Nepal shall inform the Bank wleatternal loans

have been received.

(4) Government of Nepal shall consult the Bank ehgranting
approval to private and public institutions to ealsan-creating liability in
foreign exchange.

(5) Government of Nepal, public institution or @ie sector shall
inform the Bank about the agreements concludechigasteating liability

in foreign exchange.
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Deposit Collection (1) The Bank shall accept the deposits of Governnudnt

Nepal or other bodies prescribed by Governmenteydl

(2) While accepting deposits pursuant to Sub-sectlg, the Bank
shall receive and disburse monies, keep accoumith and provide

banking services related thereto.

(3) The Bank may authorize commercial banks andrdthancial
institutions to conduct the transaction as refertedn Sub-section (2)

subject to the terms and conditions prescribechbyBank.

Functions of Fiscal Agent The Bank shall, subject to the terms and

conditions stipulated in the agreement entered with Government of
Nepal, act as fiscal agent of Government of Nepaltioe following

matters:-

(a) Marketing, purchase and sell of debt bondseddy
Government of Nepal and to act as registrar and

transfer agent therefor;

(b) Payment of the principal, interest and othesrsfof

the debt bonds referred to in Sub-section (a);

(c) Other necessary functions to be carried outhas

agent.

Bank may ask for Particulars, Statistics and Documts: (1) The

Bank may ask for the particulars, statistics andudaeents necessary for
conduct of its business from the concerned bodies.

(2) It shall be the duty of the concerned bodieptovide the Bank
with the particulars, statistics and documents dsf@ under Sub-section

(1).

Consultation on the Matter of Law Reform: (1) The Bank may be

consulted on any proposals by the concerned enfihielegislation with
respect to matters that relate to Bank objectivabat otherwise are within

its fields of competence, including monetary polayd its operations,



75.

credit, the balance of payments, foreign exchamgel banking, before

they are submitted for amendment or legislativeoact

(2) It shall be the duty of the Bank to provide mapn sought

pursuant to subSection (1).

(3) The Bank shall have powers to submit proposalSovernment
of Nepal for enacting new law or amending the exgsttaws on the
subjects relating to the objectives of the Bankaoga of its competence
such as monetary policies and its operation, ¢réditance of payment,

foreign exchange and banking.

Credit to_Government_of Nepal and Purchase of Gove&ment
Debt Bonds (1) Except otherwise provided in this Act, the Bahlall not

provide any type of financial assistance to Govemntrof Nepal or an
institution under the full or substantial or pdroavnership of Government

of Nepal.

(2) Subject to the limits specified in this Sectidhe Bank may
extend credit to Government of Nepal with a cowditio repay within one

hundred eighty days.

(3) Notwithstanding anything contained in Sub-set{i2), the Bank
may extend a special credit of long term to Governtrof Nepal only on
account of subscription and similar payments resgilfrom or incidental

to the membership of Nepal with international oigaton.

(4) The Bank shall disburse credit to be extende@dvernment of
Nepal or an institution under full or substantial martial ownership of
Government of Nepal only in Nepalese rupees. Sudditc shall be
certified by negotiable debt bond issued by Govemimof Nepal and
delivered to the Bank. Such debt security shouldehthe maturity
corresponding to the maturity of the extensionretlt and should bear the
interest at market rate. There must be a writtereeagent executed
between Government of Nepal and the Bank. Sucheagst should

clearly stipulate the principal amount of the laardimit on a line of credit,



the maturity, and the applicable rates of inteagst other charges.

Explanation: For the purpose of this Section, " Negotiable Deb

Bond" means the debt bond issued in the form aingssory note.

(5) At no time the amount of overdraft provided the Bank to
Government of Nepal shall be more than five percginthe revenue
income of Government of Nepal in the proceedingafisyear. While
computing such revenue income, the amount of bangwgrants or any
other form of financial assistance or income reedifrom the sale of

property shall not be included.

(6) Government of Nepal shall make the paymenthef dverdraft
referred to in Sub-section (5) within one hundraghty days at the
prevailing interest rate either in the form of cashmarketable debt bond.

(7) The total amount of debt bond purchased by Bhaek from
Government of Nepal and taken into its ownershigllgiot be more than

ten percent of the revenue income of the proceddiogl year.

(8) In the following circumstances, the debt borssued by
Government of Nepal and purchased by the Bank sbalbe treated as the

credit extended under Sub-section (7):-

(@) If the purchase is made in the secondary rmdoke
the operation of open market consistent with the
monetary policy of the Bank;

(b) If the purchase is made in the primary mankgten
it iIs necessary in the opinion of the Bank, to
maintain stability in the market at the time of
primary issue of such securities and such secsirritie
are divested within 60 days of purchase.

(c) The debt bond purchased by the Bank from
Government of Nepal and retained in its ownership

prior to the commencement of Sub-section (7).
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Chapter - 9

Reqgulation, Inspection and Supervision of the Banks

Bank's Approval Required for Accepting Deposits or Giving

Credits: (1) Any person, firm, company or institution shal, order to
accept any type of deposit or to provide loan, iob&pproval from the

Bank as may be prescribed.

(2) The Bank, while giving approval referred toSab-section (1),
may subject the approval to the terms and conditiorescribed by the
Bank and it shall be the duty of the concerned gerfirm, company or

institution to abide by such terms and conditions.

Restriction _on_Rate of Interest: An individual, firm, company or

organization authorized to accept deposit or tovide loan pursuant to
prevailing laws, shall fix the rate of interest phie on deposit and to be
charged on loan subject to arrangement prescribeth®é Bank in the

matter of rate of interest from time to time.

License to be Obtained from Bank (1) Commercial Banks and

financial institutions shall, in order to conducanking and financial

transaction, obtain license from the Bank as pitesdr

(2) While issuing license pursuant to Sub-sectiby the Bank may
fix necessary terms and conditions and it shallheeduty of the licensed

bank and financial institution to abide by suchmgiand conditions.

Regulatory Powers of Bank (1) The Bank shall have full powers to

regulate the functions and activities of commerdiahks and financial

institutions.

(2) For the purpose of the regulation under Subisec¢l), the Bank
may frame rules and bye-laws on the matters whieh Bank deems
appropriate and issue necessary order, directn@giacular and it shall be
the duty of the concerned commercial bank and @rninstitution to

abide by such Rules, Bye-laws, order, directivas @rcular.



(3) The Bank

and require them to

(a)

(b)

(€)

(4) Bank may

shall issue appropriate directivesdmmercial banks

submit the following particalar

Its balance sheet accounts, off balance sheet
commitments, statement of income and expenditures

and their ratio among accounts or items.

Prohibitions, restrictions or conditions cormgrg
specific types or forms of credit or investmentspbr
credit or investments, forms of commitments of a
risk-bearing nature which are not matching as to
maturity of assets and liabilities and off-balasbeet
items, foreign currency, spot or advance rate of
interest, swap, option or similar instruments oressc

to the payments system through electronic or other

means.

Other particulars and documents prescribedhay
Bank.

issue necessary directives to comuebba@nks on the

following matters and require to submit particulas the following

subjects:-

(a)

(b)

Books and accounts, profit and loss account,
balance sheet and off-balance-sheet transaction
and commitment, statement of income and

expenses and their ratio among accounts or items.

Prohibitions, restrictions or  conditions
concerning specific types or forms of credit or
investments, loan and investment in excess of the
ceiling prescribed by the Bank, risk bearing
commitment, position of foreign exchange,
payment and electronic and other means of

payment.



(c)  Other particulars and documents prescribed by
the Bank.

(5) The Bank shall have the following powers witbgard to

commercial banks and financial institutions:-

(@) To enforce authority and responsibility grahte
under this Act and any other Act enacted for
licensing, supervising and regulating commercial
banks and financial institutions and to revoke the
license of commercial banks and financial
institutions and to take over or to provide in
trusteeship the commercial banks or financial
institutions which have been declared insolvent or

are on the verge of insolvency;

(b) To investigate or inspect, or supervise ocdase to
investigate, inspect or supervise by any official o
the Bank or the person designated by the Bank the
books and accounts, records, documents or register
of commercial banks or financial institutions in
order to find whether or not any commercial bank or
financial institution has conducted business and
transaction in accordance with the provision made
under this Act or the Rules, Bye-laws framed
thereunder and an order or directive issued

thereunder;

(c) To issue order to the member of the Board of
Directors, official or employee of any commercial
bank or financial institution to provide necessary
information about the bank or institution in cases
where it is necessary to inspect and supervise the

transaction of such bank or financial institution.
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Banking and Financial System and Credit Contral The Bank may

iIssue directives from time to time to commerciainks and financial
institutions on banking financial system, curreacy credit. It shall be the
duty of commercial banks and financial institutiotts abide by such

directives.

Credit to Prescribed Sectors (1) Commercial banks and financial

institutions shall advance credit to the sectoesgribed by the Bank from
time to time for a prescribed period and in the n&nprescribed by the
Bank.

(2) In cases where any commercial bank or finanogtitution does
not advance the credit pursuant to Sub-sectioroflgdvance credit less
than prescribed amount, the Bank may recover asdmamount equal to
the interest which a commercial bank or financratitution would have
charged for the amount of credit not advanced ommcked less than the
prescribed amount from the concerned commercialk ban financial

institution.

Information to be Furnished to Bank (1) Commercial Bank and

financial institution shall furnish the particulacs its transaction and

financial position to the Bank as prescribed byBaak.

(2) The Bank may publish the particulars made abéal pursuant to
Sub-section (1).

Approval Required to Issue Debentures and Financial

Instruments: (1) Commercial banks and financial institutions shahile

iIssuing any type of debenture or financial instroteg obtain a prior

approval of the Bank.

(2) While giving approval referred to in Sub-sentifl), the Bank
may prescribe necessary terms and conditions amalit be the duty of the
concerned commercial bank and financial institutmabide by such terms

and conditions.
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Inspection and Supervision (1) The Board shall frame and implement

inspection and supervision bye-law confirming ttemational standard for
inspection and supervision of the commercial barksl financial

institutions licensed by the Bank.

(2) The Bank may, at any time, inspect and supergiscause to
inspect and supervise any of the offices of comraktzanks or financial
institutions. Such inspection and supervision maychrried out by the
deputed official of the Bank or an expert desigdaby the Bank at the
office of the commercial bank or financial instituii or by asking the
concerned institution to submit detailed particsiland information to the
Bank itself.

(3) It shall be the duty of the concerned commerbahk and
financial institution or Directors, officials or grioyees of such commercial
bank and financial institution to make available #tatement, data, record,
information, particulars necessary for computer aodliting and other
programs and particulars developed through thetredesystem and
financial control system or necessary other docusnémtsuch official,
expert or the Bank or to enable such official opex to review or to

examine them within the time prescribed by suclt@ffor expert.

(4) The inspecting and supervising official or tAank under this
Section may cause to record written statementsipfarector, official or
employee of the commercial banks or financial instins with regard to
the functions and proceedings which are deemedssaein course of

inspection and supervision.

(5) The Bank or the inspecting and supervisingcatfi may issue
necessary directives to the commercial bank or Gr@nnstitution on the
matters deemed necessary while inspecting and \ssipgr It shall be the
duty of the concerned commercial bank or finaniciatitution to abide by
the directives issued by the Bank or by the ingpgcbr supervising

official. The inspecting or supervising official ah inform the Bank as
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soon as possible about the directives so given.

(6) The official or expert carrying out the insgeatand supervision
under this Section shall submit the report of thepection and supervision
he has undertaken generally within fifteen daysrupompletion of his
works to the Bank. In case such report is not cetegl within fifteen days,

the Governor may extend the time limit for anotfifeeen days.

(7) The report submitted pursuant to Sub-section gftould be

submitted in the next meeting of the Board.

(8) The Board may, after making appropriate denisim matters
contained in the report submitted pursuant to Sadbken (7), issue
appropriate directions to the Governor about themas to be taken in the
matter. It shall be the responsibility of the Ganaarto implement or cause

to implement such directions.

Exchange of Mutual Cooperation (1) The Bank may, in order to

supervise commercial banks and financial institigiander its supervisory
jurisdiction, exchange cooperation with concernedeifjn supervisory

authority on reciprocal basis.

(2) The Bank may exchange the notices or informateceived for
carrying out supervision pursuant to Sub-sectioh With the foreign
supervisory authority provided that such authangertakes to respect the
confidentiality of the information so received.

(3) The Bank may exchange mutual cooperation witheio
institutions regulating the policies relating tadncial system to promote

financial system.

Information Need to Provide to the Bank by Commercal Banks

and Financial Institutions: Commercial bank or financial institution

shall inform to the bank within fifteen days aboutetsituation of

insolvency or state of dissolution under the pilevgilaw or incapability to



pay the debt or materially unable to discharge @angll liabilities by any

commercial bank or financial institution.

86B. State of Problematic Commercial Bank and Financialnstitution :

Bank shall declare any commercial bank or financiaktitution
problematic by providing written notice to it whéank is convinced that
the following conditions are prevailing in any comugial bank or financial
institution on the basis of information receiveddan Section 86A or from
the report of inspection and supervision conduateder Section 84 or

from any other means.

(@) In case of any action which is against theregeof
the depositors, shareholders, creditors, or general
public,

(b) In case of not fulfillment of any financial bdities
or not having probability to do that or not payment

of due amount,

(c) In case of insolvency or going to fall under

insolvency or facing material financial difficulsg

(d) In case of discredit or breach of this Act,aiéng
law related to bank and financial institution, athe
prevailing law, terms of license or regulation,

directives or order of bank,

(e) In case the license obtained on the basis of
submitting false, fraudulent, wrong document or

data,

(H In case of unable to maintain the capital fuasdper
this Act, prevailing law related to bank and finehc
institution and directives issued by the bank raeti

to time,

(9) In case of the initiation of the process otildation



(h)

1),

or insolvency of any commercial bank or financial

institution under the prevailing law,

In case of undue delay in the process of vaont

liquidation,

For the commercial bank or financial institutio

established with the joint venture of the foreign
commercial bank or financial institution while such
foreign commercial bank or financial institution is
in insolvent or liquidator is appointed for the
liquidation or the license of such commercial bank
or financial institution is terminated under the
provision of the law of respective country or
transaction is banned either full or partial ocase

of operation of banking transaction being involved
with such commercial bank or financial institution,

or

If the bank is convinced that commercial bank o
financial institution is unable to pay it's due @an
make negative effect in its liability or duties, iain

it has to perform.

86C. Bank can Take Action Against Problematic CommercialBank or

Financial Institution : (1) Whatever may be mentioned in the Companies Act

or other prevailing law, the bank can take any lbiofthe following actions

against the commercial bank or financial institntwhich is declared problematic

under the provision of Section 86B.

(a)

(b)

To increase the paid capital by issuing newesha
or by receiving due amount of issued capital.

To suspend the right to vote or other rights of
shareholder.



(€)

(d)

(e)

(f)

(9)

(h)

(i)

()

(K)

()

To stop payment of dividend or any other amdant

the shareholders to increase the capital.

To determine limitation to the amount of bonus,
salary, compensation and other expenses for the
director and other high level management officials.

To make necessary arrangement for the caspora
governance, internal control and risk management

of commercial bank or financial institution.

To prohibit or make limitation in collection of

deposit, credit supply orinvestment .

To maintain sufficient capital and high propam
of liquidity or prohibit business transaction or

determination of other necessary terms.

To limit transaction of the commercial bank or
financial institution or prohibit sale of properor
expansion of branch office or close any domestic or

international branch.

To maintain necessary arrangement for redactib
risk of the properties which are materially doubtfu
or securities without proper evaluation or other

properties

To prohibit any action carried out illegally by
breaching the prevailing law and regulation of the
bank that is against the interest of commercial bank

or financial institution.

To prohibit from doing some specific business
among the businesses allowed to commercial bank

or financial institution for specific time

To receive prior approval of thmank for major



capital expenditure, substantial commitmentsvirta
major liabilities or for the expenditure of cormgent
liabilities.

(m) To issue order to remove from the post talsiror
more director or manager or employee as per the

necessity.

(n) Bank can remove the director or manager
employee in case of not discharge of the order
made under Clause (m) by respective commercial

bank or financial institution.

(o) To suspend board of director of the commértazank
or financial institution and takeover the
management of such commercial bank or financial
institution in self control or operate the manageime
and transaction of such commercial bank or

financial institution by appointed official.

Clarification: “Appointed Officer” means any
person, firm, company or organization appointed
by the bank for the management and operation of
transaction of the commercial bank or financial
institution which is in the control of bank undéet

provision of this Clause.

(p) To order commercial bank or financialtitugion,
which is listed in Stock Exchange for the

application of de-listing.

(@) To prohibit payment of interest andhpipal for
time bond auxiliary loan without having securities

of commercial bank or financial institution.
) To take any other action as bank feetsassity and proper.

(2) While removing the directors, managers or employde the



commercial bank or financial institution from thpost as per the order of Clause
(n) or to suspend the board of director of comnad¢itzank or financial institution
by taking the charge of management under Clauseofopub-section (1)
reasonable opportunity of hearing shall be provitedhe director, manager or
employee or board of directors of the commercialkbar financial institution
before.

Provided that if such opportunity of hearing cankesa negative
effect to the interest of the commercial bank oaficial institution or its
depositors, shareholders, creditors or general iguiblo provision of
prevailing law can debarred to remove immediatelythe director,
manager or employee from their post or to suspkadobard of directors

by providing opportunity to hearing after such demn.

(3) During the hearing of the action under the mo\wf the Sub-
section (2) if such action does not seems reasermrik can annul, change
or make necessary decision to the order under €léuisor (o) of Sub-

section (2).

(4) Respective commercial bank or financial institathave to bear
all the expenditure while bank take the controlnednagement of any
commercial bank or financial institution under theyision of Clause (0)
of Sub-section (1) and makes arrangement for theagement and

operation of transaction.

(5) The order of the bank issued under Sub-sedtigrClause (0)
shall generally remain valid for two years from tete of issue unless it is

not renewed by the bank.

(6) In case of control of any commercial bank oafinial institution
by the bank under the provision of Clause (o) ob-Section (1), the
preliminary and annual report prepared by the lmartke officer appointed
by the bank shall be submitted to the governmeepfal.

(7) In case of necessity bank can revoke or nuilgyorder issued

under the provision of Clause (m), (n), (o) and ¢pSub-section (1) by
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iIssuing another order. Such order shall containbthgis and reason and

other necessary information regarding the needsuofimg such order.

(8) The directors, managers, or employees removwedhe bank
under the provision of the Clause (n) of Sub-secf{) are not allowed to
work or involve in transaction in the same commérbank or financial
institution as director, manager or employee or afiyer post of any
commercial bank or financial institution or any atheay being involved

directly or indirectly.

(9) The directors, managers, or employees remowedhé bank
under the provision of the Clause (n) of Sub-secti®) or suspended
member of board of directors under the provisionCtduse (0) are not
allowed to receive or claim any remuneration or cengation under the
provision of prevailing law or agreement held dilgor indirectly from
the date of such order.

(10) Determination of the capital and valuation adsets and
liabilities of any problematic commercial bank ardncial institution shall

be based on the basis, process and standard degdrby the bank.

Effect of the Control of the Bank to any CommercialBank or

Financial Institution: (1) While bank takes control of any commercial

bank or financial institution by issuing order undke provision of the
Clause (0) of Sub-section (1) of Section 86C, fo# management and
operation of transaction respective commercial bamk financial

institution; the directors, manager and employdesioh commercial bank
or financial institution have to provide the asseimterial goods and all
transaction and its report and other necessaryezatipn and facilities to

the bank or the official appointed by the bank.

(2) While bank takes control of any commercial bamkfinancial
institution by issuing order under the provisiontlbé Clause (0) of Sub-
section (1) of Section 86C, the official appointed the bank for the
management and operation of transaction of such e&vamh bank or
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financial institution, being within the limitatiorf order issued by the bank
have to manage and operate such commercial bafikamicial institution
in the name of such commercial bank or financiatitison by taking
control of the property and transaction unlessowek decide otherwise for

such order.

(3) Whatever may be written in the prevailing lawe appointed
official for management and operation of any commaéfzank or financial
institution which is in the control of the bank,ncaxercise all the rights
conferred to such commercial bank or financial tosbn, its board of
directors, shareholders or manager by prevailivg lamaemorandum and
article association of such commercial bank or fosninstitution and
such official can exercise the act assigned foigresral meeting or special
general meeting or any rights by any other wayugchscommercial bank or

financial institution.

(4) Till the date of validity of the order issuey the bank to take the
control of any commercial bank or financial instiber, no director,
manager or employee removed under the provisio€lafise (n) of the
Sub-section (1) of Section 86C and suspended direcider the Clause (0)
of such commercial bank or financial institutiorgncbe involve in the
management or take any remuneration or facilitynfreuch commercial
bank or financial institution during the periodladéing problematic without
written permission of the bank or the official apped for the management

and operation of such commercial bank or finanaistitution.

The Reformative Measures and Rights Which can be dd by the

Bank or the Official Appointed by the Bank (1) Whatever may be

mentioned in the Companies Act or other prevailaw, the bank itself or
with the prior approval of the bank the officialpgpnted by the bank can
initiate one or more than one of the following an8 for the purpose of
restructuring of any problematic commercial bankfioancial institution

which is under the control of the bank by ordeuéss under the provision



of Clause (0) of Sub-section (1) of the Section 86C

(a)

(b)

(€)

(d)

(e)

(f)

To cancel or suspend any transaction operating

within or outside Nepal.

To sell the assets of such commercial bank or
financial institution to any other commercial
bank or financial institution in terms and

conditions determined by the bank.

To terminate the employment of the employees
working in such commercial bank or financial
institution and to appoint new employees in

their place as per necessity.

To merge such commercial bank or financial
institution with other commercial bank or
financial institution or arrange to transfer the
assets and liabilities of such commercial bank or
financial institution partially or whole to any
other commercial bank or financial institution

or any other body.

To increase the capital, being based on the
standard determined by the bank, by selling the
share to other person to reduce the participation
of the present shareholders or to restructure
such commercial bank or financial institution by

reshuffling the board of directors.

To reduce the capital reflecting the actuater
of real assets of such commercial bank or
financial institution under the provision of
Section 86H and determine the face value of the

shares in the proportion of reduced capital.
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(9) To do necessary managerial restructure or
corporate restructure by closing the branches
and transactions which are not properly running
for the protection of the interest of the
depositors, shareholders, creditors and general

public.

(h) To implement or cause to implement other
measures determined by the bank to make
competitive for the problematic commercial

bank or financial institution.

(2) The reasonable opportunity of hearing shoulgfo®ided to any
commercial bank or financial institution before takiany decision under
Clause (f) or (g) of sub Section (1).

Provided that, if the bank feels that prior oppoityof hearing can
make negative effect to the interest of its deposjtshareholders, creditors
or general public, the bank can provide the opputglof hearing as soon
as possible after making such decision and if thekbsatisfied with the
reason and basis presented during the time of rigedirican change or

repeal the decision as per necessity.

Right of the Bank for Corrective Action: (1) Bank has to publish in

public the report of management auditing or auditinthin one year of the
control of the commercial bank or financial instiben which declared
problematic under the provision of Clause (0) ob-&ection (1) of Section

86C either conducted itself or by others.

(2) Whatever may be mentioned in the CompaniesoAcny other
prevailing law, on the basis of the managementtaagdor auditing report
under Sub-section (1) if bank convinced that thetwtled commercial
bank or financial institution can operate propérlgan carry out following

corrective actions as per necessity:-

(a) Issue order to manage and operate the traosacti



to the board of director by releasing the
suspension order issued under the provision of
Clause (0) Sub-Section (1) of Section 86C,

(b) Assign the management and operation of

(€)

transaction to the new board of director formed
among the shareholders of such commercial bank
or financial institution by removing suspended
board of director under the provision of Clause
(o) of Sub-section (1) of Section 86C,

Call or cause to call the general meeting @f th
shareholders of such commercial bank or
financial institution to elect the new board of
director for the management and operation of
transaction after removing suspended board of
director under the provision of Clause (0) of Sub-

section (1) of Section 86C, or

(d) Carry out any other corrective measures, which

the bank thinks appropriate.

(3) Bank by public notice may issue the order tplement or cause

to implement the following actions on the basish&f management audit or

account audit report under Sub-section (1) or iemdr the official

appointed by the bank.

(a)

(b)

To sale, distribute and transfer of shares of a

shareholders to the proper person to whom bank
think, in the price determined by the committee
constituted having representation from the
Securities Board Nepal, Chartered Accountant
Association Nepal and other outside expert being

based on the criteria determined by the bank.

Transfer or cause to transfer partially or yuthe



assets and liabilities of the problematic commercial
bank or financial institution to any commercial
bank, financial institution or any other body being
based in the terms and criteria determined by the
bank.

(c) To merge partially or fully the assets and ilitbs
of the problematic commercial bank or financial
institution with any commercial bank, financial
institution or any other body which bank may think
proper, being based in the limitation of the Settio
86J.

(d) To establish or cause to establish new comaterci
bank or financial institution in the investment bét
Government of Nepal which also get the assets and
liabilities of problematic commercial bank or
financial institution under the provision of Sectio
86J and 86K.

(4) Bank can confiscate the shares which are nlok, stistributed
and transferred because of any reason under Claysd Sub-section (3),
and bank can sell, distribute and transfer sucheshay manner which it
think proper to any body with the advise of the cattee constituted

under Clause (a) of Sub-section (3).

(5) Bank may provide reasonable opportunity of imgato the
stakeholder about the proposed issue before takigglecision against any

commercial bank or financial institution under Selgtgn (3).

Provided that, if the bank feels that prior oppoityof hearing can
make negative effect to the interest of such comimebank or financial
institution, its depositors, shareholders, creditor general public, the
bank can provide opportunity of hearing as soopassible after making
such decision and if the bank satisfied with theesom and basis presented



during the time of hearing it can change or regdbkal decision as per

necessity.

86G. Application for the Dissolution: In case the bank is convinced that any

problematic commercial bank or financial institutiewen after the action
under Section 86C, reformative action under Sec86& or corrective
action under Section 86F, such commercial banknantial institution is
unable to discharge its liabilities or there is passibility to operate in
healthy way, can apply to the Appellate Court foe tlissolution of such

commercial bank or financial institution.

86H. Decrease of the Capital of Problematic Commercial &k or

Financial Institution: (1) Whatever may be mentioned in the Companies

Act or other prevailing law or memorandum and &eticf association of
the problematic commercial bank or financial ingtiin, after taking such
commercial bank or financial institution in its coolitunder the provision
of the Clause (0) of the Sub-section (1) of theti®SadB6C, in case there is
reduction of the paid up capital of such commerdiahk or financial
institution or the due amount was not paid by thasholders or liabilities
IS not recoverable by the assets of such commebaak or financial
institution, bank can decrease the share capitaich commercial bank or
financial institution in limit of reduction of thehare capital or liabilities

which is not coverable by the assets.

Provided that, before decrease of share capitalbdogk has to

publish minimum two notice of this effect in nataaily.

(2) Whatever may be mentioned in the Companies dkcbther
prevailing law or memorandum and article of asdemma of the
problematic commercial bank or financial institutidobank can cancel the
remaining shares of the commercial bank or findnicistitution whose
assets and liabilities are partially or wholly s#red to other commercial
bank, financial institution or any other body undlee provision of Clause
(b), (c) or (d) of Sub-section (3) of Section 86y fublishing minimum
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two notice of this effect in national daily.

(3) Before issuing the notice under Sub-sectiontlfg) bank has to
provide thirty days time for those shareholders Wwhe due amount of the
price of paid up share. Bank can initiate the pssad cancellation of share
of those shareholders who did not pay the due atmafter such notice,
and bank can determine the minimum price for theeshathe commercial
bank or financial institution which is insolvent am the process of

dissolution.

(4) In case of decrease of the share capital ofcamymercial bank
or financial institution under Sub-section (1) @ncellation of share under
Sub-section (3) it may bgpso facto considered that amendment in the
memorandum and article of association such comntdyaiek or financial

institution is made accordingly.

Right to Appeal Against the Order of the Bank (1) Only the

representative of shareholders of the commercialk ban financial

institution can appeal to the committee within &fte days against the
action, order, decision or Proceedings of the bantke official appointed
by the bank, under Section 86C, 86D, 86E, 86f abld, & not satisfied

with such action, order, decision or proceedings.

Clarification: For the purpose of this Section "shareholdersseprtative”
means representative elected among the sharehdhdensg minimum

twenty five percent of prevailing share.

(2) No appeal will be entertained without having tlepresentation
of twenty five percent of prevailing shares withire time of Sub-section
(1.)

(3) In case of the appeal under the provision di-Section (1), the
committee has to approve, review or cancel the mcboder, decision or
proceedings done by the bank or the official apteairby the bank, within
thirty days of receipt of such appeal by givingatel proof, basis and

reasons.
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(4) Bank may provide information about the decisioade under
Sub-section (3) within fifteen days of such deaisito the respective
representative of the shareholders.

(5) The action, order, decision or Proceedingshef bank or the
official appointed by the bank shall remain conérunless the committee

under Sub-section (3) cancel it.

(6) The decision of the committee under Sub-sec{®non the

appeal of the shareholders representative shéithéle

Transfer of the Assets and Liabilities of the Proldmatic

Commercial Bank or Financial Institution: (1) In case of the order

iIssued by the bank for the transfer of assets mditlies partially or fully
of the problematic commercial bank or financial ilgton under the
provision of Clauses (b), (c) or (d) of Sub-sect{Bh of the Section 86F,
notifying such order to public by publication, &rc be transferred to any
commercial bank or financial institution or any atbedy in the terms and
basis which bank think proper.

(2) Bank may provide, real, detail and information the serious
matters about the belongings or description oftassed transaction of the
problematic commercial bank or financial institutibm the prospective
commercial bank or financial institution or any bodich is ready to
receive the assets and liabilities of such comraérbank or financial

institution by determining the terms of privacy.

Basis for Transfer of the Assets and Liabilities(1) Whatever may be

mentioned in the Section 86J no assets and liasilaf the problematic
commercial bank or financial institution can be &femwred to any
commercial bank or financial institutions or any ethbody in the

following conditions:

(@) In case it is against the interest of the depics

shareholders, creditors or general public.



(b) In case it seems that the transaction relateth¢o
assets and liabilities cannot be operated compgtent
and liabilities against the depositors, sharehsldad

creditors cannot be fulfilled.

(c) In case of refusal to provide written commitmbémgt
the recipient commercial bank or financial insitat
or any other body, in the terms determined by the
bank regarding the proper use of the assets and

discharge of the liabilities.

86L. Consequence of Transfer (1) Whatever may be mentioned in the

Companies Act or any other prevailing law, while @ssets or liabilities of
any problematic commercial bank or financial insitno is transferred to
any commercial bank or financial institution or aonther body, the
following provision shall be applicable in the issof the assets, liabilities,
transaction and other related matters of such comatéank or financial

institution from the date mentioned in the ordettaf bank.

(@) In case of transfer of assets and liabilitiéshe
problematic commercial bank or financial
institution to any other commercial bank or
financial institution or any other body, all thghts
and liabilities upon such assets and liabilitieallsh
automatically be transferred to the recipient
commercial bank or financial institution or any

other body.

(b) In case of transfer of assets and liabilitiagler the
provision of Clause (a), if it is necessary to sfan
or complete other legal procedure for such transfer
the respective official have to transfer it in theame
of recipient commercial bank or financial instituti

or any other body.



(€)

(d)

(e)

Provided that, such transfer of assets and ligslit
iIs not considered otherwise only because of not
being transfer in the name recipient.

The recipient commercial bank or financial
institution or any other body which receives the
assets and liabilities of the problematic commercial
bank or financial institution, have to follow the
terms of the written commitment and directives
issued by the bank in time to time under the
provision of this Act or other prevailing law retalt

to commercial bank or financial institution.

In case of transfer of the assets and liakdiof any
problematic commercial bank or financial
institution to any commercial bank or financial
institution or any other body, for the execution of
such it is considered that the license for banking
financial transaction issued under the provision of
this Act shall be considered automatically amended
for the limit of transaction of transferred assatsl
liabilities and license issued to the problematic
commercial bank or financial institution shall be

considered as repealed.

It is considered that all responsibilities oted
from any agreement, contract, right, right to
representation, pledge, securities, instrumentspfet
the problematic commercial bank or financial
institution which assets and liabilities are transfd

to the other commercial bank or financial instuti
or any other body are transferred to the lateth#
limit of transferred assets and liabilities of the



problematic commercial bank or financial

institution.

(H  The commercial bank or financial institution amy
other body which receives the assets and lialslitie
under Clause (e) shall operate any action by its ow
name till the limit of the assets and liabilities
transferred to it from the problematic commercial

bank or financial institution on which it was party

86M. Finality of the Order of Transfer: Whatever may be mentioned in the

86N.

87.

88.

prevailing law, the order issued by the bank far transfer of the assets
and liabilities of any problematic commercial barkfinancial institution
to any other commercial bank or financial instibatior any other body

under this Act shall be final.

Prohibition _in_any Actions: Whatever may be mentioned in the

prevailing law, if bank feels necessity for the lk®a development of
banking and financial system, stability and for @teake of depositors

interest bank can do following actions:

(@) Apply to the Appeal Court for the order of seispion of
hearing of civil matters for not more than six ntoto any
actions, transaction and related any matter orcadles on
which problematic commercial bank or financial indion is

either party.

(b) Control or capture the assets, records, acc¢aeint of the

problematic commercial bank or financial institution

Establishment of Information Network: (1) The Bank shall, in order

to promote banking and financial system of Nepatalgdish and operate

information network as prescribed.

Establishment of Credit Information Center: (1) The Bank shall

establish or cause to establish one credit infaomaCenter for the



following purposes:-

(a)

(b)

(€)

(d)

(e)

(f)

To obtain information on the flow of credibf
commercial banks and financial institutions in order
to ensure fairness and appropriateness in credit

flow;

To require the exchange of the informatioreresd
pursuant Clause (a) amongst the commercial banks
and financial institutions for the purpose referted

in that Sub-Section;

To require to send the name-list of the dedbtwot
repaying the loan in time or misusing the loan ® th
Center;

To require to obtain on compulsory basis the
information from the Center prior to making
investment or advancing loan of an amount more

than the limit prescribed by the Bank;

To have the name-list received pursuant tausda
(c) blacklisted by the Center upon confirmation and
to take necessary action in this regard; and

To submit report to the Bank, on the exchange
information among the commercial bank and
financial institution and use such information wehil
making loan investment on the basis of inspection,

supervision and monitoring.

(2 The Bank shall regulate and manage the funsti@fierred to in

Sub-sectior(1) as specified.



89.

90.

91.

92.

93.

Chapter - 10

Balance Sheet, Auditing and Report

Fiscal Year The Fiscal year of the Bank shall be as per theaFigear of

Government of Nepal.

Account System The Bank shall maintain at all times accounts and

records adequate to reflect its operations andndiah condition in

accordance with international accounting standards.

Annual Report: (1) The Bank shall prepare an annual report foheac

fiscal year, which should include the balance sh@etit and loss accounts

and the particulars relating to it.

(2) The Bank shall submit the annual report retérte in Sub-
section (1) to Government of Nepal within four muosifrom the date of

completion of each fiscal year.

Auditing : (1) The Auditor General shall carry out auditinglod accounts
of the Bank.

(2) The Board may, if it deems appropriate, cause internal
auditing of its accounts carried out by some exkrAuditor. While
causing such auditing of accounts, it shall causébé¢ carried out in

accordance with the account system of internatipredtice.

Submission of Report to Government of Nepal(1) The Bank shall

have to submit the following reports to GovernmeftNepal within four

months from the date of completion of each fisery
(@)  Auditing Report,
(b)  Report on its activities of itself,
(©) Report on economic and financial position,

(2) The Bank shall publish its monthly balance shwiéhin fifteen

days from date of completion of each month.



94.

95.

96.

Report on_Monetary Policy. The Bank shall publish the report on

monetary policy each year for the information ohgel public. The said
report to be published in such a manner shall aontiae following

matters:-

(@) Comprehensive review and evaluation of the
monetary policy introduced and followed by the
Bank in the preceding year;

(b) Justification and analysis of the monetaryigol
that the Bank is going to introduce in the follogin

year:-
Chapter - 11

Offences, Punishment and Proceedings

Acts to_be Deemed to be Offence Under this Act{l) Whoever

accepts deposits or gives credits or issues deteemiu other financial

instruments in contravention to this Act or the €abr bye-law framed
thereunder or an order or directive issued theregrm whoever charges
or gives interest against the policy determinedh®yBank or issues fake,
fraudulent, counterfeit or duplicate or copied eaay or distributes or
circulates such currency or is involved in suclsaittshall be deemed to
have committed offences under this Act.

(2) Except otherwise provided under Sub-sectiorafiy) person who
fail to comply with the provisions made under tiist or rules made
thereunder, or bye-laws, or the order or directigssed thereunder, shall

commit offence under this Act.

Punishment (1) The person convicted of offence referred t&acttion
95 shall have the assets related to the offencéiscated and shall be
liable to a fine up to three times of the valuetlo¢ said assets or an

imprisonment up to three years or the both.



97.

98.

99.

(2) In cases where the value of the assets retateffence can not
be ascertained pursuant to Sub-section (1), adinap to one million
rupees or an imprisonment up to three years or Inwdly be imposed

depending upon degree of the offence.

(3) If the offence referred to in Section 95 hasrbeommitted by
any firm, company or institution, the punishmentereed to in Sub-
Sections (1) and (2) shall be imposed on the affiof the said firm,

company or institution committing the offence.

(4) The person who has attempted to commit, or vghimdirectly
related to the offence referred to in Section 9therperson who has helped
to commit such offence or the official of the comet firm, company or
organization who has helped to commit such offeriedl e liable to a
punishment up to the half of the punishment prbscrifor the offender of
the first degree.

Government_of Nepal to _be Plaintiff The cases relating to the

offences referred to in Section 95 shall be filgddmvernment of Nepal as
plaintiff and such cases shall be deemed to haen ecorporated in
Schedule -1 of the Government Cases Act, 2049 (1992

Bank to Provide Information: In cases where the Bank has an

information from any source that any one has comdittee offences
referred to in Section 95, the Bank shall forwatdths information in
writing to Government of Nepal or the concernednagefor necessary

actions.

Fine for Violation of Bank's Regulation: (1) In case any commercial

bank or financial institution licensed under thistAviolates an order or
directive issued by the Bank under this Act or urttie regulation or Bye-
laws framed thereunder, the Bank may fine such cemtiad bank or

financial institution an amount up to the amourdted to such violation.

(2) In cases where the Bank's regulation refercedh tSub-section



(1) has been violated by a Director, official orpayee of the commercial
bank or financial institution, such fine shall mepiosed on the concerned

Director, official or employee.

100. Punishment for Violation of Bank's Regulation (1) In case any

commercial bank or financial institution licensednr the Bank, violates
an order or directive issued by the Bank under thos or under the
regulation or bye-laws framed thereunder, the Bavaly impose one or
more of the following punishment to such commerdiahk or financial

institution:-
(@) Giving reprimand or written warning;

(b)  Obtain an undertaking from Board of Directors

for adopting reformative measures;

(©) Issuing written order to end up frequent
violations, to abstain from such violation and to

adopt reformative measures;

(d)  Suspend or terminate the services of the Bank's

employee;

(e) Prohibit commercial bank or financial insticurt
to distribute dividend to its shareholders;

) Prohibit commercial bank or financial instikor
to accept deposits or to grant loan and advance;

(9) Imposing full or partial restriction on the
transaction of business of the commercial bank or

financial institution;

(h)  Suspend or revoke license of the commercial bank

or financial institution.

(2) Where a Director or official or employee of &ehsed
commercial bank or financial institution violates amder or directive

issued by the Bank under this Act or under the legmn or bye-law



framed thereunder or in cases where, they havel ag@inst the interest of

the depositor or general public or where they dhil® submit the

documents, particulars, data required by the Bankhe inspecting or

supervising official within the time prescribedetlBank may impose the

following punishments to such Director, official @mployee:-

(a)
(b)
(€)

(d)

(e)

101. Procedures for

Giving reprimand or written admonition;
Suspending;

Imposing a cash fine not exceeding five huddre
thousand rupees;

Giving order to the Board of Directors of cented
commercial bank or financial institution to stop
payment of all benefits including remuneration and

allowances;

Giving order to the Board of Directors of #wncerned
commercial bank or financial institution to remove
Directors from his office of Director or to termieathe

services of officer or employee.

Pecuniary Penalty _and Punishment (1) While

imposing pecuniary penalty or punishment pursuantéctions 99 and

100, the Bank shall have to follow the followingpedures:-

(a)

Prior to imposing pecuniary penalty or punishin
the Bank shall issue a written notice to the aocduse
institutions or persons stipulating the following
matters to submit its reply within fifteen days, e
proposed fine or punishment:-

(1) Nature of the offense,

(2) Amount of fine or proposed punishment that
may be imposed on the basis of nature of

offence, and



102.

(b)

(€)

(d)

(e)

(3) Summary of the facts related to the offence.

The institution or person accused pursuanChause
(a) should submit written replies within fifteenyda

accepting or denying the charges.

In case the denial of the charge by the aatuse
institution or person is found to be satisfactdiye
Bank may change, limit or dismiss such charge.

In case the accused institution or person Hct®e
charge or does not give satisfactory replies, thakB

shall impose such fine or punishment.

The Bank may issue order to deduct the amofint
fine imposed pursuant to Clause (d) from the actoun
of the concerned commercial bank or financial

institution maintained at the Bank.

(2) The cash fine to be recovered by the Bank @ntsto Clause (e)
of Sub-Section (1) shall be deposited in the gdneszrve fund.

(3) Notwithstanding anything contained in Sub-satt{l), there is

no need to follow such procedure while imposing igplument under
Clauses (a), (b), (c) or (d) of Sub-section (1) &lduses (a) and (b) of
Sub-section (2) of Section 100.

Filing Appeals. The commercial bank or financial institution or the

director or official or employee thereof not satisy with the punishment

imposed by the Bank under Sections 99 and 100 mlgin thirty five

days from the date of punishment, file an appetiatppellate Court.



103.

104.

Chapter - 12

Miscellaneous

Payment, Clearing and Settlement (1) The Bank shall make

necessary arrangement for the clearing and setileaieceheques, payment
orders, inter bank payment security transactiondema the currencies
prescribed by the Bank and any other payment im&ni and carry out the

functions of regulation, inspection and supervidioereof.

(2) While carrying out the functions referred to Smb-section (1),

the Bank may prescribe necessary procedures.

(3) For the purpose of clearing and settlementnge®ent referred
to in Sub-section (1), the commercial bank or friahinstitution shall,
subject to the terms and conditions prescribechbyBank, open account in

the Bank or any other financial institution prelsed by the Bank.

Collection _of Data (1) The Bank shall, in order for achieving its

objectives or carrying out its functions, collecta necessary for it from
itself or from Government of Nepal or other ageaci€or this purpose, the
Bank may seek help from the authorized personsiutien, organization
within and outside the Kingdom and internationalsoggation and

organizations.

(2) The Bank may make necessary provisions fordioation and
reformation in the system of collection, storingdadistribution of data

relating to its area of competence.

105. Trust_Accounts: The Bank may, for special purposes, open and aperat

separate account in the form of trust account.arheunt collected in such
account shall not be used for any other purposhks. groperty in such
account shall be used only for the purpose oflfnfj the liabilities of such

accounts and the Bank shall not be allowed to iseaimount or property

in other accounts for fulfilling such liabilities.



106. Actions not to be Invalid None of the actions taken by the Bank or the

107.

108.

109.

110.

Board shall be invalid merely for the reason tiatré was irregularity in
the appointment of Governor, Deputy Governor oreCtor or in the
formation of the Board or simply on the ground tlfa office of the
Governor, Deputy Governor or Director has remaivachnt.

No Responsibility for Acts Done on _Good Faith:(1) Governor,

Deputy Governor, Director or any official or empé=yof the Bank shall
not be personally or collectively liable for anyt done on good faith under
this Act and under the Regulations or Bye-laws adar an order or

directive issued thereunder.

Provided that for any act done knowingly or witlala fide intention, they

shall be personally liable.

(2) In case a lawsuit of any type has been filegiregg the Governor,
the Deputy Governor, Director or any official ofetiBank with regard to
any loss sustained or to be sustained becauseydcardone or attempted
to do in good faith pursuant to this Act or undee Regulations or Bye-
laws framed thereunder or an order or directiveadshereunder, the Bank

shall bear expenses incurred therefor.

Provided that the Bank shall not bear the expemsesred for the

lawsuit filed against any act done knowingly orhwitala fide intention.

Oath _of Office: (1) Before assuming their office, the Governor and

Director before the chief justice of the Supremeai€or justice prescribed
by him/her and Deputy Governor before the Goversloa)l take an oath of

post and secrecy as determined in the schedule.

(2) Any employee or advisor appointed first timehe bank should

take an oath of post and secrecy as prescribedrdoefsuming his post.

This Act to be Applicable Notwithstanding anything contained in the

prevailing laws, provisions contained in this AbtaB prevalil.

Power to Frame Rules and Bye-laws(1) In order to implement the




objectives of this Act, the Bank shall, having obe¢al approval of

Government of Nepal, frame necessary Rules onoffening matters:-

(a)
(b)

(€)

(d)

Foreign Exchange Transaction;

Refund of the burnt, torn, defaced or mutilated

banknotes and coins;

Transaction of business between Government

of Nepal and the Bank;

Other necessary matters which bank thinks
necessary to implement the objective of this
Act.

(2) In order to implement the objectives of thist Athe Board may

frame byelaws on the following matters:-

(a)

(b)

(€)

(d)

(e)

The venue and time of the meeting of the Board
and procedures relating thereto,

Formation of sub-committees by the Board as
per necessity and procedures of such sub-

committees,

Appointment, promotion, transfer, dismissal,
remuneration and facilities, pension, gratuity,
provident fund, leave, conduct and discipline
and terms and conditions of service, of the

employees of the Bank,

Delegation of authority by the Board to the
Governor, by the Governor to the Deputy

Governor or other employees of the Bank,

The terms and conditions for the lease
agreements to be concluded on behalf of the
Bank,



111.

(f)
(9)

(h)

(i)

1),

(k)

()

(m)
(m)
(n)

The use of the seal of the Bank,

The accounts, ledger, registrars, books and
other record and documents to be maintained

by the Bank and the format thereof,
Internal auditing and inspection of the Bank,

Supervision of commercial banks and financial

institution,

The particulars to be submitted by commercial

banks and financial institutions,

Cash deposit of the Bank or responsibility of

the cash,

The case to be filed on behalf of the Bank or

operation of other transaction of business,
Credit control,
The Bank's system of expenditure,

Other necessary subjects, which are necessary

to implement the objective of this Act.

(3) Except the subject matters referred to in Sabténs (1) and

(2), the Governor shall issue the order, directmmocedures and guidelines

to be issued under this Act.

(4) The Bank shall forward, for information of Gomenent of

Nepal, the Bye-law framed under Sub-section (2)taedrder or directive

iIssued under Sub-section (3).

(5) The Bank shall publish and transmit the bye-feavned under

Sub-section (2) or an order or directive issuedenr8lib-section (3).

Guidelines to be Framed and Introduced The Bank may, in order to

fulfill the objectives of the Act, frame and intnace necessary guidelines

from time to time subject to this Act, or Regulatsoor bye-laws frame



under this Act.

112. Repeal and Saving(1) The following Acts have been repealed:

(@) The Nepal Rastra Bank Act, 2012 (1955);
(b)  The Currencies Act, 2040 (1983);

(2) All acts and activities carried out in accordarwith the Acts
repealed under Sub-section (1) shall be deemedwe Iheen carried out in

accordance with this Act.

erted by Nepal Rastra Bank (First Amendment) Act,06S



