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PARTE PRIMA
LEGGI E DECRETI

DECREE LAW No. 6 of 19 October 1968.
Somali National Bank Law.

THE PRESIDENT OF THE REPUBLIC
HAVING SEEN Articie 63 of the Constitulion; ‘

CONSIDERING that there is an urgent necessity fo revise the
Conslitutive Law of the Somali National Bank;

ON THE PROPOSAL of the Prime Minister;
HAVING HEARD the Council of Minislers;

DECREES:

Chaptler L.
PRELIMINARY

Article 1
Interpretation

In this Law, unless the conlext otherwise requires:

(a) «Authorized banks» means banks authorized to conduct
banking business in the Republic under the Banking Law
then in force;

(b) «Bank» means the Somali National Bank, established by
Decree-Law No. 3/1678 of 30 June 1960, converted into
Law by Law No. 2 of 13 January 1961 and continued by
this Law;

(¢) «Board» means the Board of Directors of the Bank;
(d) «Minister» means the Minister of Finance;

(e) «Republic» and «State» mean the Somali Republic, in-
cluding without limitation its territory and its govern-
ment;

(f) «Specified financial institution» means a non-bank credit
institution specified by the Bank for the purposes of this
Law;

(g) «Specified public entity» means any local administration,
autonomous agency, state-owned enterprise, agency,

board or other institution established by the State, spe
cified by the Bank for the purpose of this Law.
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Chapter 11,
ESTABLISHMENT, CONSTITUTION AND OBIJECTIVES

Article 2
Continued existence and functions of Bank

(1) Notwithstanding the abrogation cliected by Article 57,
the entity known as the Somali National Bank, established by the
Constifutive Law of the Somali National Bank, Decree-Law No.
?/1678 of 30 June 1960, converted into law by Law No. 2 of I3
January 1961, shall continue as an entity under the same name bin
shall hercafter be governed by the provisions of this Law.

~(2)  The Bani shall excreise any type of central banking fumce-
tiont and shall enjoy all the prerogatives of a central bank, and
withoul prejudice to the generality of the loregoing, shall in parti-
cular have the power to issue currency, regulate the banking and
credit system, and manage the external reserves of the Republic.

Article 3

Prineipal objectives

~ The Bank shall be guided in all its actions by the nbjectives ol
fostering monelary stability, maintaining the internal and external
value of the Somali Shilling, and promoting credil and exchange
conditions conducive to the balanced growth of the economy of the
Republic, and within the limits ol ils powers, it shall coniribute (v
the financial and economic policies of the Stale.

Article 4
Legal status and place of business

(1) The Bank shall be an autonomous institution with perpe:
ltal succession.

(2) The Bank may sue and be sued in its own naiue, as So
mali National Bank, and shall have power to acquire, hold, disposc
of and otherwise deal wilh property of whatever kind and to do all
~tich other things as are requisile, advantageous or convenient for
(Iu' i connection with the  performance of its [unclions under this

aw,

(3} The Bank shall have its principal place of business in
Maogadiscio, provided that in time of national cmergeney the Bank
may, unless the Government objects, establish its head office tem-
porarily in any other location within the Republic or abroad.

~ B The Bank nay establish or close branches in any location
willin the Republic or ahrodad,
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(5) The Bank may appoint or cancel the appointment ol
agents or correspondents both within and outside the Republic.
Article 5
Exemptions

(1) The Bank shall be exempt from any taxes, imposts and
customs duties.

(2) The Bank shall also be exemptl from postal and telegra-
phic charges in respect of ils functions under Chapter VIIT of this
LLaw only.

Article 6

Employment of officers, eic.

The Barnk shall employ such officers, other employees and
agents, at such remuneralion and on such terms and conditions as
it considers necessary or appropriate for the proper conduct of its
husiness.

Chapter II1.

CAPITAL AND RESERVES

Article 7
Capital

The authorized capital of lhe Bank shall be one million Somali
Shiltings, subscribed and paid by the Stale, provided that the State
may increase the capital by a Decree of the President oi the Repu-
Llic on the proposal of the Prime Minister, having heard the Coun-
¢il of Ministers, on the recommendation ol the Bank.

Article 8
General Reserve Fund and allocation of profits

(1) The Bank shall csiablish and maintain a fund designated
zs the General Reserve Fund lo which shall be transferred at the
end of each financial vear one half of the nel annual profil of the
Bank.

(2) After making the transier to the General Rescrve Fund
under the first paragraph of this Article, the remainder of the ne
annual profit of the Bank, shall be paid to the State, provided {ha!

for so long as the State is indebted to the Bank, any share of the

net annual profit so paid to the State shall first be used fo reduce
such indebtedness,
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{3y U the General Reserve Fund is 10 any financial year
insufficient (¢ cover any net loss of the Bank recorded in its profit
and loss account, notwithstanding any olher provision of this law
an amoum equal to the deficiency shall be paid by the State to the
Bank, provided that where any such sum is paid by the State, the
Bank shall out of its subsequent profits repay the same {o the Stale
and such repayment shall be charged against the profils of the Bank
before the determination of its nel annual profil under this Article.

{4) For the purpose of this Article, the net annual profit of the
Bank shall be determined by the Bank by deducling from gross in-
come all current expenses for each financial year, logether with pro-
visions for prinling of notes and the minting of coins, bad and
doubtiul debts, depreciation of assels, contributions to staff benefit
funds and such other contingencies as the Bank decms appropriate.

Chapter IV.

ADMINISTRATION

Article 9
Organs of the Bank
The organs ol the Bank shall be:
{a) the Board of Directors;
(b) the Governor;
fcy the Direclor General.

Ariicle 10
Board of Direclors

(1) There shall be a Board of Directors of the Bank, which
~hall be the policy making organ ol the Bank.

(2) The Board shall exercise its functions under this Article in
accordance with this Law and its objeclives, and in doing so it may
delegate o the other organs of the Bank any of ils functions, except
lor the following functions:

(a) designate specified financial institutions and specified

public enlities, under Article 1,

(b) establish and close branches, under the fourth paragraph
of Arlicle 4;

{¢) recommend an increase in capifal, under Article 7;

tdy delermine net annual profit, under the fourth paragraph
of Arlicle 8;
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(n)
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establish the general terms and conditions of service for
the Bank’s staff and general rules on its expenditures,
under the first paragraph of Article 13;

give leave for a Director to be absent from a meeling of
the Board, under the third paragraph of Articie 15:

propose the distinguishing fealures, characteristics and
amounts of banknoles and coins to be issued, under Arti-
cle 19;

decide on the general composition of external reserve and
determine the drawing facilities to be included in the
Bank’s external reserve, under Article 20;

grant and revoke bank licences, and rcview applications
for the opening and closing of bank branches in the Re-
public, under the third paragraph of Article 29;

decide upon general terms and conditions Tor credit o
authorized banks, under Articles 30, 31 and 32;

decide upon reserve requirements, under Article 33;

decide in general upon general credit controls over
authorized banks and specified financial institutions, un-
der Articles 34 and 35;

issuc orders after Bank inspections, under Article 38;

determine in general the inlerest, terms, conditions and
amounts of credits and guarantees extended to the State
and specified public entities, under Articles 40, 41, 42 and
44, and of investments in specialized financial institutions,
under Article 43;

decide upon the disposition of revaluation losses;

approve the Annual Reporl and accounts of the Bank,
under Article 53;

approve the internal rules of the Bank, under the second
paragraph of Article 56, including those relating to funds
established for the welfare or pensions of the Bank’s stafl.

Article 11
Composition of the Board

The Board shall consist of seven miembers comprising:
the Governor who shall serve as Chairman ol {lie Board,
the Director General who shall serve as Depuly Chair-
man; :

five Directors.

— 1469 —

(2) The Governor shall be a person of recognized financial or
adminisirative competence, appointed by Decree of the President ot
the Republic on the proposal of the Prime Minister, having heard
the Council of Ministers, for a term of five years, and he shall be
eligible [for reappointment.

(3) The Director General shall be a person of recognized fi-
nancial or administrative competence, appointed by Decree of the
President of the Republic on the proposal of the Prime Minister,
Laving heard the Council of Ministers, for a term of five years, pro-
vided that where he is not a citizen of the Republic, he may be ap-
pointed for such term shorter than five years as his contract may
stipulate, and he shall be eligible for reappointmerit.

(4) The Directors shall be persons of recognized financial or
administrative competence, appointed by Decree of the Prime Mi-
nister, having heard the Council of Ministers, for terms of three
vears each, and shail be eligible for reappointment, provided that
with regard to the Directors first appointed, the appointments shall
be drawn by lot as follows:

— Two Directors for axone-year term;
— Two Directors fora {wo-year term;
— One Director for a three-year term;

and provided further that if a Director’s appointment ceases for any
reason before his term has expired, a new Director shall be appo-
inted to serve for the remainder of the term of office of thal Direc-
tor.

(5) If a Director suffers an incapacity which is likely to be
prolonged, the Prime Minister may appoint a temporary substitute
for any such Director until such time as the Prime Minister delei-
mines thal the incapacity has ceased.

Article 12
Meetings of the Board

(1) The Board shall meet not less than once in each two-
month period. In addition, the Governor may convene meetings

‘whenever the business of the Bank requires.

(2) The Director General of the Ministry of Finance, or an
alternate designated by the Minister to act for him in his absence,
may attend and participate in all Board meetings, but shall have
no vote. -

(3) Subject to the fourth paragraph of this Article, a quorum
for any meeling of the Board shall be four members and no meeting
of the Board shall be held unless the Governor or the Director Ge-
neral is present,
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(4) In cases when, in the opinion of the Governor, an urgent
necessily requires aclion necessitating a decision by the Board, de-
cisions may be taken at meetings attended by the Governor and orne
other member, provided that efforts are made to ensure the attend-
ance of as many direclors as the urgency of the situation permits.
Actions taken by the Bank pursuant {o such decisions shall be valid
and binding on the Bank, as if a full quorum had been present. Any
such decisions shall be reported to the Board at the next meeting
thereafter at which a quorum is present.

(5) Decisions of the Board shall be adopted by a majority of
the votes cast, provided that in any case of a tie-vote, the Chairman
presiding at the meeting shall have a casting vote. :

Article 13
Governor

(1) The Governor shall be the chief executive officer of the
Bank and, subject to the general policy decisions of the Board, shall
be responsible for the management of the Bank including the orga-
nization, appointment and dismissal of the staff in accordance with
the general terms and conditions of service established by the
Board, and be authorized to incur expenditures of the Bank.

(2) The Governor shall be the principal representative of the
Bank and shall, in this capacity, have the authority:

(a) to represent the Bank in iis relations with other institu-
tions and with the State;

(b) to represent the Bank, either personally or through coun-
sel, in any legal proceedings to which the Bank is a party;

{c) to sign jointly with other persons contracts concluded by
the Bank, notes or securities issued by the Bank, reports,
balance sheets and other financial statements, correspon-
dence and other documents of the Bank committing the
Bank in any way;

(d) to delegate his powers provided for il the first paragraph
and in clauses (a), (b) and (c) of this paragraph to other
officers of the Bank.

(3) The Governor shall have the right to be heard in the
meetings of the Council of Ministers whenever matters bearing on
monetary, banking, credit or exchange policy are discussed.

(4) Whenever the Governor is absent or incapacitated, the
Direclor General shall have full power to act for him.
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Article 14
Director Genral

(1) The Director General shall, subject to the general super-
vision of the Governor, be responsible for the day-to-day admini-
stration and operations of the Bank and for the supervision of the
staff of the Bank. The Director General shall also perform such
other duties as may be delegated to him from time to time by the
‘Governor.

(2) The Governor may appoint one of the oificers of the Bank
to act for the Director General whenever that official is absent or
incapacitated. The Prime Minister shall be informed of such ap-
pointment.

Article 15
General disqualifications for all Board members

(1) No person shall serve as Governor, Director General or
a Director who is at the same time: ‘

(a) a member of the National Assembly or the Council of Mi-
nisters; or

(b) a director, offiecr or employee of the State or any public
body; or ’

(c) a director, officer or employee of a bank or credit institu-
tion within the regulatory jurisdiction of the Bank.

(2) The Governor, Director General or any Director shall be
removed from office, following the procedure provided respectively

" for his appointment, if he:

(a) becomes subject to any to the disqualifications described
in the first paragraph of this Article; or

(b) becomes bankrupt or insolvent, applies for any benefits
under the law for the relief of bankrupt or insolvent deb-
tors, compounds with his creditors or makes any assign-
ment in whole or in part of his income from the Bank for
the benefit of such creditors; or

(c) is convicted of an offence involving dishonesty or fraud;
or

(dj becomes totally and permanently incapable oi perform-
ing his duties.

(3) The Prime Minister shall terminate the appointment of a
Director who absents himself from three consecutive meetings of
the Board withoul leave [rom the Board.
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Article 16
Special disqualifications [or Governor, etc.

(1) The Governor and Director General shall owe their duty
entirely {o the Bank and shall not engage in any paid employment,
or professional or business activity outside the duties of their respec-
tive offices, except as permitted under the following paragraph.

~(2)  Notwithstanding the provisions of the first paragraph ol
this Arlicle, the Governor and Director General may at their option:

{a) serve on any commillee or commission appointed by the
Government to inquire into any malter affecting currency
or banking, economics or finance;

(b) serve on any internationai financial institution of which
the Republic is a member;

(c) serve on the board of any company, corporation or other
body in which the Government or the Bank holds stock or
shares or otherwise participates; '

(d) with the approval of the Prime Minister, perlorm services
in higher education.

(3) The appointment of the Governor or the Direclor General
<hall be terminated if he engages in any paid employment, or pro
fessional or business activity outside the duties of his office contrary
‘o the provisions of the first paragraph of this Article.

Article 17
Remuneration

(1) The Governor and Director General shall be paid by the
Bank such salaries and allowances as may be determined from
time (o time by Decree of the President of the Republic on the pro-
posal of the Prime Minister, having heard the Council of Ministers,
but such salaries and allowances may notl be reduced during any
period of appointment.

(2) The other Directors and any substilute shail be paid by
ihe Bank such allowances as may be determined from lime (o time
by Decree of the Prime Minisler, having heard the Council of Mi-
nisters.

Artlicle 18

Preservation of secrecy

(1) Except for the purpose of the performance ol his dutics o
e evercise of his funciions or when Tawiully required o do so by
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any court or under the provisions of any law, no Governor, Direc-
tor General, Direclor, officer or other employee of the Bank, or any
other person serving the Bank in any capacily, shall disclose to any
person any information which he has acquired in the performance
ol his dulies or the exercise of his funclions. ‘

(2} Without prejudice to olher remedies, a violation ol the
provision under lhe first paragraph shall be punishable under the
relevant provisions of the Penal Code then in force.

Chapter V.

CURRENCY

Article 19
Currency

The Bank shall have the sole and exclusive right lo issue bani-
notes and coins having legal lender quality in the Republic. In
performing this function, the Bank shall acl in conformity: with the
monetary law liien in force.

Chapter VL

EXTERNAL RELATIONS

Article 20
External Reserve

The Bank shall at all {ime use its best endcavours lo maintain
an exlernal reserve al a level adequate [or the external transactions
of the Republic and the Bank's objectives as defined by this Law.
This reserve shall consist of any or alt ol the Tollowing:

(a) gold and silver in any forn,
(h) convertible Toreign exchange in the forni ol:

(i) demand or time deposils with foreign central banks
or with the Bank's agenls or correspondents
ahroad;

(ii) documents and instruments cuslomarily used for
the making ol paymenis or transiers in interna-
tional {ransaclions;

(iii)y noles and coins;



— 1474 —

(c) securities denominated in convertible foreign exchange,
issued or guaranteed by foreign governmenis or inferna-

tional financial institutions, maturing in not more than

three years;

td} any drawing facility in the International Monetary Fund,
which is readily available to the Republic, as determined
by the Bank, after consultation with * the International
Monetary Fund.

Article 21
Dealing in gold and silver

The Bank may impott, export, buy, sell or otherwise deal in
cold and silver in any form under such terms and conditions as it
mnay determine, in accordance with legal provisions then in force
amlt with international agreements to which the Republic is then a
party.

Article 22
Dealing in joreign exchange

The Bank may buy, sell or otherwise deal in {oreign exchange
it any {orm under such terms and conditions as it may determine,
in accordance with legal provisions then in force and with interna-
tional agreements to which the Republic is then a party.

Artigle 23
Holdings of gold, silver and joreign exchange

The Bank may hold gold and silver in any form and balances
denominated in foreign currencies or internationally accepted units
of account, in its own vaults, with international financial institu-
tions, with foreign central banks or with the Bank’'s agents or cor-
respondents abroad and, in its discretion, may invest such balances
in marketable foreign securities, maturing in not more than three
years.

Article 24
Instituticns with which the Bank may deal in joreign exchange

Except as otherwise provided in this Law, the Bank may deal
in foreign exchange only with:
{a) authorized banks;
(b) the State;
(c) any specified public entity;
td) foreign central banks, foreign banks, or foreign financiai
institulions;
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(e) foreign governments or agencies ol foreign governments;
(fy international financial institutions.

Article 25
Exchange Control

The Bank shall administer any foreign exchange control in the
Republic in conformity with the legal provisions then in force.

Article 26
Payments agreements

(1) The Bank shall be consulted in all negotiations for pay-
ments agreements by the State.

(2) The Bank shall administer any payments agreement ent-
ered into by the State.

Article 27

Fiscal agency for transaclions wiith internutional
financial instilutions

The Bank shall be the fiscal agency for all transactions with
international financial institutions of which the State is or becomes
a inember.

Article 28
Depository
The Banlk shall act as deposilory for the Somali Shiliing hold-
ings of international financial institutions of which the State is or
Fecomes a inember.
Chapter VIL
RELATIONS WITH BANKS

Article 29
Banker to banks

(11 The Bank shall open accounts for and accept deposits
from authorized banks.

(2) The Bank may provide additional services to authorized
hanks, including interbank clearings. '

3y The Tunctions performed by the Savings and Credit Com-
mitfee established under Article 2 of the Banhing Law, Law No. 16
of 11 Angust 1963, shall be performed by the Bank.
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Article 30
Rediscounts

- The Bank may purchase from, sell to and rediscount for autho-
rized banks, bills of exchange, promissory notes and other credit
struments, bearing at least the endorsemient of  an  authorized
bank, maturing within 180 days [rom the date of rediscount or ac-
ctiisition by the Bank and issued or made for the purpose of finan-

cing:
(a) the import or cxport of goods and products; or
(h) the frading of goods and producls within the Republic; or

(¢) the storage of nonperishable goods and products, which
are duly insured and deposiled under conditions assuring
their preservation in authorized warchouses or in other
places approved by the Bank; or

(v industrial or agricultural production, provided that not-
withstanding the above, if the bank finds il {o be in the
interest ol the national economy, the Bank may from time
to lime declare acceptable for the purposes of this Arlicic
intruments relating to indusirial or agricultural produc-
tion maturing within 270 days, in which case the Bank
may require the eredit  instruments lo he secured by o
pledge, hypothecation or assignment of the related pro-
ducls or crops.

Article 31
Loans

The Bank may grant loans or advances lor fixed periods, not
exceeding six months; lo authorized banks which pledge the follow -
ing as collateral security lor such loans or advances:

{a) the credit instruments referred to in Article 30; or

(h) m‘g‘p[ial)le securilics issued or guaranieed hy the Stale,
?uf)](l<,~l to the limilations prescribed in Arlicle 41 of this
Law,

Article 32
Condilions [or credit Iransactions

Subject o the provisions of Article 30, 31 and 48, the Bank may
cetermine the general terms and condilions under which it extend
credit 1o anthorized banks.  In parlicular, the Bank shall determine
and announce lhe rates ol inferest it will charge for rediscounting
ciigible paper under Article 30, and granting loans or advaiices 1o
attorized banks under Arlicle 31,

’
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Article 33
Reserove requirements

(1y The Bank may irom time to lime require authorized banks
1o maintain minimum balances on deposil with the Bank as reserves
against their deposit and other similar habilities {o be determined
bv the Bank.

(2)  Subject to such other legal provisions as may be in force,
the Bank may prescribe different ratios for different types of liabi-
lities and may further prescribe the method of computing the amount
of the required reserves, provided thal the ratios shall be uniform
tor all banks.

(3) Any prescription of, or change in, the minimum reserve
requirements under this Arlicle, shall take effecl only after reason-
able nolice to the banks of the Bank's intention to lake such action.

(4) The Bank may impose on any bank which fails to main-
{ain sufficient minimum balances required under this Article a pe-
nally interest charge not exceeding one-filieenth of one per centum
per day on the amount of the deficiency for every day on which the
deficiency continues.

Article 34
Credil control over banks

(1} The Bank may, when it considers such aclion necessary,
1ssue orders prescribing in respect of the loans, advances or invest-
ments of authorized banks:

() The purposes for which they niay or may not be granted;
or

(hy the maximum mafurities or, in the case ol loans and ad-
vances, {he type and minimum amount of security which
shall be required, and in the case of letlers of credit, the
minimum amount of margin deposit; or :

(¢)  the limits for any particular categories ol loans, advances
or investments, or for their tolal amount outstanding.

() The orders issued under this Article shall not be retroac-
five, shall apply uniformly to all authorized banks engaging in the
credil transactions covercd by the orders and shall, together with
their operative dates, be published in the Official Bulletin,
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Article 35

Credit control over specified finuncial institutions

{1) The Bank may, when it considers such action necessary,

issue orders to control the volume, terms and conditions of credit,

- including installment credit, extended through loans, advances or
investments by specified financial institutions.

(2) The orders issued under this Article shall not be retroac-
tive, shall apply uniformly to all specified financial institutions en-
gaging in the credit transactions covered by the orders and shalli,
together with their operative dates, be published in the Official Bul-
letin. ‘

Article 36

Information to be furnished by banks, etc.

(1) Every authorized bank and specified financial inslitution
shall furnish to the Bank, at such times and in such manner as the
Bank may prescribe, such information and data as the Bank may
require.

(2) The Bank may publish, in whole or in part at such times
»s it may decide, any information or data furnished under the first
paragraph of this Article, provided that no information shall be pub-
lished which would disclose the financial affairs of any individual or
enterprise unless the consent of such individual or enterprise has
been obtained in writing.

Article 37

Inspection of banks

{1) The Bank may periodically or at its discretion cause an
inspection to be made by one or more of its officers of any autho-
rized bank and its books and accounts, and shall supply 1o thai
authorized bank a copy of ils report on the inspection.

(2) It shall be the duly of every director or other officer of an
authorized bank to produce to any officer making an inspection un-
der the first paragraph of this Article all such books, accounts and
other documents in his custody or power, and to furnish the inspec-
ting officer with such statements or information relating to the ai-
fairs of the authorized bank as the said inspecting officer may re-
quire of him within such reasonable time as the said inspecting of
ficer may specily.
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Article 38
Powers of the Bank 1o issue orders after an inspéction

(1) If the Bank finds upon an inspection under Articie 37 thal
the affairs of the inspected bank are being conducted in a manner,
in ils opinion, detrimental to the interests of the deposilors or pre-
judicial to the interests of the bank. the Bank may issue orders re-
auiring the said bank {o take such corrective aclion as the Bar_lk con-
siders 10 be necessary or lo discontinue the harmiul practices or
procedures.

(2) No order shall be issued under the first paragraph of this
Article unless the inspected bank has been given a reasonable op-
portunity to present its views to the Bank.

(3) The Bank may, upon representation made to it or on its

~own molion, modify or cancel any order issued under tl}e first para-
- graph of this Article, and in so doing may impose such conditions

as il thinks fit,

Chapter VIIL
RELATIONS WITH THE STATE AND PUBLIC BODIES
Article 39

Functions as fiscal agent and banker to the Stale
and specified public entities

(1) The Bank shall be the sole fiscal agent, banker and fore-

“ign exchange dealer for {he State and all specified public entities.
.Without prejudice to the generality of the foregoing, the Bank may:

(a) be the official depository and foreign exchange dealer lor
the Stale or specified public entity concerned and may
accept deposits and effect payments {or the aCCOUHt of the
State or specified public enfity, provided thai the Bank
may, after consuliation with the State or the specified
public entity, delegate these functions to any other bank;

(b) maintain and operate special official accounts in accord-
ance with arrangements made between the Bank and the
State or specified public enlity concerned,

(¢c) service the public debt for the account of the State;

(d) pay, remit, collect or accept for deposit or custody funds
in the Republic or abroad;

(¢} purchase, sell, transfer or accept for custody cheques, no-
fes, bills of exchange and securilies;
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(fy collect the proceeds, whether principal or interest, result-
ing from the sale for, cr accruing to the interest of, the
State or a specified public entity, of securities or other
property;

(g) purchase, sell, transfer or accept for custody, gold, silver
or foreign exchange.

(2) Notwithstanding the above paragraph the Bank may
authorize specified public entities (o conduct particular transac-
f1ons with commercial banks.

(3) The Bank shall be consulted on the appropriate terms and
conditions before the State enters inte any credit arrangement or
debt obligation in foreign currency exceeding the equivalent of one
million Somali Shillings, or issutes bonds in any amount denomina-
ted in Somali Shillings.

Article 40
Credit (o the State and public bodies

Subject to the provisions of Article 41, and except as provided
ander Articles 42, 42 and 48, the Bank may:

(4) make direct advances to the State, and with the guarantee
of the Slate, to any specified public entity. The advances
shall bear interest al such rates as may be determined by
the Bank in agreement with the Minister but in no ever
shall it be less than two and one-hall per cemtum per
AnnuIm;

(b) purchase, hold or sell negotiable securilies of any maturi-
iy issued by the State or issued by a specified public entily
and guaranieed by the Stale;

(¢} give guarantees for the State or for any public body.

Article 41

Limit on credit to the State and public bodies

(1) The total amount of credit extended by the Bank unde:
the provisions of Article 31(b) and Article 40(a) and (b) (other
than bonds accepted pursuant to the third paragraph of Article 48)
and outstanding at anv time, shall not exceed thirty-five per centum
of the average annual ordinary revenue collected by the State dur
ing the last three fiscal years for which accounts are Su‘bstanlmll)
completed, provided that of the total amount of that credit not more
than one-seventh shall be in respect of credit o all public bodies
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(2)  The total of the guaraniees given by the Bank {for the
State or any public body under Article 40(c), and outstanding al
any iime, shall not exceed three per cenium of the avarage annual
ordinary revenue collected by the State during the last three fiscal
vears for which accounts are substantially completed.

(3) Any pavment by the Bank under a guarantee shall be re-
carded as credit exlended to the State or the public body, as appro-
priate, and outstanding until reimbursed, but the Bank and the Mi-
nister may agree {o deem all or part of a payment as credit extended
ratably in the three succeeding years for the purposes of the first
paragraph of this Article if the payment would otherwise cause

either limit Lherein 1o be exceeded.

Article 42

Advances in anticipaiion of external funds and in respect of
subscriptions to international financial institutions

(1) In anticipation of funds to be received [rom abroad, the
Bank may make {emporary advances to the State of up to fifty per
centum of such funds for which satisfactory commitments exist
These advances shall be repaid as soon as the funds in respect of
which they are made are received.

(2) The Bank may make advances to the State for the pay-
ment of subscripiions to international financial institutions of whick:
the State is or becomes a member.

Article 43

Invesiments in specialized financial institutions

The Bank may purchase, hold or sell shares of specialized fi-
nancial institutions in the Republic sponsored or established by the
Stale for the purpose of financing economic development, provided
ihat the amouni of such shares held by the Bank shall not at any
one lime exceed the paid up capital and General Reserve Fund of
{he Bank.

Article 44

Prohibition of other credit to the Siate and public bodies

Excepl as provided in Articles 31(b), 40, 41, 42, 43 and 48, the
Bank shall not extend any credil or guarantee directly or indirectly
{o the State or any public body.
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Article 45
Adviser to the State

(1) It shali be the duty of the Bank to advise the Prime Mi-
uister on any malter which in its opinion is likely to affect the achie-
vement of the principal objectives of the Bank as defined in Arti-
tle 3.

(2) The Prime Minister and the Council of Ministers shall re-
quest the Bank to render advice on particular measures, situations
or transactions relating to banking, currency, exchange and credit,
as well as on all matlers concerning the public debt.

Chapter IX.
GENERAL BANKING SERVICES FOR THE PUBLIC

Article 46

Continuation of general banking business

For the purpose of ensuring thal the public is adequately pro-
“ided with general banking services, the Bank may _continue  to
iransact general banking business with the public, until these func
lions are {ransferred in accordance with Arlicle 48.

Article 47

Kind of general banking business perniited

(1) In accordance with Article 46, the Bank shall have power
{o carry on general banking business with the public, and withou!
hmiting the generality of the foregoing, shall have power:

{a) 1o receive money on deposit;
{b) 1o borrow money;

(¢) to lend money;
(

d) to buy, sell, discounl and rediscount bills of exchange

and promissory notes;
i¢) o buy, sell and otherwise deal in foreign exchange;
() lo establish lelters of credit and give guarainlecs;
{¢) lo issue bills and drafts and gl‘fecl transfers ol money;
(hy o accept pledges;

(iy lo receive items in o safe cuslody.
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(2) The Bank shall not grant or permit to be outstanding, un-
secured advances or unsecured credit facilities which in the aggre-
gate exceed the sum of ten thousand Somali Shillings to any one of
its Directors and the dependent members of his immediate ré mily.

Article 48
Separation of general banking business

(1)  Within one year of the entry into lorce of this Law, or on
such later date as may be established by a Decree of the President
of the Republic on the proposal of the Prime Minister, having
heard the Council of Ministers, the general banking business of the
Bank shall be conducted in a separate department, and the transac-
tions and accounts of that department shall then be maintained se-
parately from the other (ransactions and accounts of the Bank.

(2)  On a date lo be established by a Decree of the President
of the Republic on the proposal of the Prime Minister, having heard
the Council of Minislers, the department established under the first
paragraph of this Article and its assets, liabilities, capital, reserves,
management, rights, privileges, entitlements, obligations, bonds,
powers ol atlorney, rights ol legal representation, personnel,
accounts, property, and all other legal instruments or rights and
dulies incidental to its functions, shall be transferred in whole or in
parl to another bank Lo be designated by that Decree, or back to the
Bank's other departments, in accordance with a previous agreement
hetween (he Bank, the State and anv olher bank {o which {he tran-
~fer may be made.

(3)  For the purposc of completing the settlement pursuant to
fhe second paragraph of this Article, the Bank may accept interest-
bearing bonds maturing in twenty years or less and issued by the
Slate, or issued by the bank {o which the aforesaid transfer is made
and guaraniced by the State.

Article 49
Abolition of Credito Somalo and its absorption by the Bank

(1) The corporate cxistence of Credito Somalo shall {ermi-
nate on the date this Law comes inlo [orce.

(2)  As of the same dale, the then retiiaining assets, liabilities,
capital, and reserves of Credito Somalo, as well as its then rema-
ing management, rights, privileges, entitlements, obligations,
honds, powers of atlorney, rights of legal representation, personnel,
accoints, property, and all other legal instruments or rights or du-
fies perfaining to Credilo Somalo, shall be {ransferred by the opera-
tion ol thi- Arlicle to the Bank, which <hall sneceed 10 them, any
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contractual or legal provision to the contrary notwithstanding. As
of that date, the words «Somali National Bank» shall be deemed tc
be substiluted for the words «Credito Somalo» in every legal instru-
meni in which the latter words appear and have legal eflect, except
for those insiruments now relating {o the Somali Development Bank
under the provisions of Decree-Law No. 2 of 28 February 1968, con-
verted into Law by Law No. 15 of 30 May, 1968.

(3) The administrative and financial integration of Credilv
Somalo into the Bank shall be accomplished according lo the pro-
visions of this Article, subsequent Decrees of the President of the
Republic if deemed expedient and regulations and directives of the
Bank.

Chapter X.
MISCELLANEOUS PROVISIONS

Article 50
Revaluation profils

Profits from any revalualion of the Bank’s net assets or liabili-
{ies in gold, foreign exchange or foreign securities as a result ol
any change in the par value of the currency unit ol any couniry
<hall be excluded from the computation of the annual profils and
josses of lhe Bank. All such profits shail be carried in a special
account called «Revaluation Account».

Article 51
Prohibited operations

The Bank shall nol engage in trade, own or acquire any direct
interest in any commercial, agricultural, industrial or other similar
underlaking, or any interest in any real property, except:

(ay as expressly authorized in this Law; or

(hy in the course of the satisfaction of debts due to the Bank.
in which case any such interest shall be disposed of at
the earliesl suitable opportunily; or
for the acquisition of ils business premises or residences
for its employees.

e’

Article 52
Financial gear

The financial year of the Bank shall be {rom Lhe lirst of January
(o the thiity-first ol December, and the accounts of the Bank shall he
closed at the end of cach financial year.
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Ariicle 53

Annual reports

Within Tour months after the close of each financial v he
Bank shall submit through the Prime Minister to the Coi?rllc)ileig l\t/lljﬁ
nisters the balance sheet and the profit and loss account as certified
by the external auditors appointed in accordance with Article 55
together with a report on the Bank's operations throughout the vear.

Article 54

Publication of reports, etc.

(1) The Bank may publish an annual repori, including the
balance sheet and the profit and loss account as certified bvg the
external auditors apoinied in accordance with Article 55.

(2)  The Bank inay also issue such other publications as it
considers {o be in the public inferest.

Article 55

Audit

_(]) The Banl}’ shall establish an inlernal audit section for the
continuous audit of the {ransaclions and accounts of the Bank.

(2)  The Prime Minister, having consulted the Magistrate of
Accounts, with the approval of {he Council of Ministers, shall ap-
point annually one or more external auditors to audit the accounts
ol the Bank and certify its annual balance sheet and profit and loss
cccount.  This consultation shall constitule the sole and entire par-
licipation of the Magisirate of Accounts in the control over the fi-
nancial management of the Bank. The Prime Minister shall deter-
mine the fees for such audii {o be paid by the Bank.

Article 56

Regulations and rules

(1) The Prir_ue Minister, on the recommcndation of the Bank,
imay make regulations for the proper implementation of this Law.

(2)  The Bank may make internal rules in conformity with this
Law and the regulations issued hereunder governing its exercise of
the powers comterred herennder
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| Article 57
Abrogation and savings

(1) Any law or provision having the force of law, contrary fo
or inconsistent with this Law, is hereby abrogated. In particular,
the following are hereby abrogated:

| (a) lLaw No. 10 of 30 Seplember 1956;

\ thy  Decree-Law No. 3/1678 of 30 June 1960, converted into
Law by Law No. 2 of 13 January 1961;

{¢) the second paragraph of Article 3 of L aw No. 22 of 6 Juiy
1962;

(d) Article 2 of Law No. 18 of [4 August 1963;
(e) the second paragraph of Law No. 13 of 6 July 1965,

(I} Decree-Law No. 5 of 16 August 1966, converied into Law
by Law No. 19 of 10 December 1966, only insolar as it
applies to the Bank.

(2) Notwithstanding the provisions of the first paragrapi
above, all regulations, instructions, orders and decisions made un-
der Decree-Law 3/1678 of 30 June 1960 and Law No. 2 ol i3 January
1961, shall remain valid and binding and shall be deemed to have
leen made under lhe provisions of this Law until they are amended
cr abrogated according to the procedure by which they were made

(3) All whom this Law may concern are called tpon 1o on-
serve it and see that it is observed as a Law of the Republic.
Article 38
Lnlry into force
This Law shall come into force the dav folowing the date of its

publication in the Official Bulletin.

Mogadiscio, 19 Ottobre 1968.
- ABDIRASCID ALl SCERMARKE

The Prime Minister

MOHAMED HAGI IBRAHIM EGAL

The Minister of ihe Finance
ABDULLAH! JIRREH DUALEH

PARTE SECONDA
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