FINANCIAL INSTITUTIONS ACT

Chapter 16.06
2020 Revised Edition






Financial Institutions Act CAP. 16.06Arrangement of Sections

FINANCIAL INSTITUTIONS ACT

Arrangement of Sections

Section

PART | — PRELIMINARY

1 SNOMT LI .. s
2 INTEIPrEtatioN.......ccveiic e

PART Il — LICENSING OF FINANCIAL INSTITUTIONS

3 Licence for banking business and other financial activities...................
3A Pyramid SChEMES ........ooiiiii e
4 “Bank” Name reStrICTION. .. ....iivvreieiirieeeeiitreeeeiitreeeesitreeeeserrreeesernreeessseees
5 Existing financial institutions deemed licensed............ccccevveviiiienenenn,
6 APPIICALION. ...
7 Consideration of appliCatioN ...........cocviiiiiirieieec e
8 Determination of application ...........ccccccviveiiiecie s
9 Requirements and limits on liCENCE ........cccvevveie i,
10 RevOoCation Of HCENCE........civ e
11 Reserve Bank to authorise changes to the constitution..............c...........
11A Reserve Bank to authorise changes..........cccocevveeie e,

PART Il — CAPITAL AND RESERVES

12 MiNIMUM CAPITAL......c.oeiiiiiii e
13 ReStriCtionS ON AIVIAENGS ......oeeeeeieeeee et e e
14 TranSTEr OF CONTIOL ....veeeeeeiee et e e r e e e e e

14A Acquisition of control, significant ownership or increase in existing

OWNETSHID ittt bbb

KRingdom of 4% 2020 Revised Edition

Tonga 2

Page 3



Arrangement of Sections CAP. 16.06 Financial Institutions Act

PART IV — SUPERVISION OF LICENSED

FINANCIAL INSTITUTIONS 18
15 Reserve Bank to supervise licensed financial institutions............c.ccoccevevveverennenn. 18
16 Information to be supplied to Reserve Bank..........c.ccoeoeiveiiiiiinincninc e 18
17 Power t0 impPoSe PENAILY ........ccoviiiiicc e 19
18 AMINISIIAtIVE TINES ..o 19
19 ODbjJeCtion t0 PENAITY ......c.ooiiiiiiie e 19
20 Confidentiality and eXEMPLIONS .........ccocieviiieie e 19
21 OFTBINCE ..t et 20
22 Disclosure by RESErve BankK ..........cccoveieieieiiiiiisise e 20
23 Auditing of INFOrMALtIoN .........cccceiieii s 20
24 Publication of financial StAtEMENTS ..........cooeiriiiiiiie s 21
25 INSPECTION ...ttt bbb 21
26 Barred from Management.........ccoviiiiririeieeeee e 22
26A Special liability of directors and ManagErsS ..........cccceieiieriiesiee e 23
27 Permitted financial aCHIVITIES .........cccoviiiiiieece s 23
28 D Lo (=T (g od (T SRRSO 24
29 (=T 1] 01 (L] SRRSO 25
30 FUINEr FESITICTIONS ...vivvevieiieee e 25
31 Restriction on shareNolding.........c.ocvoiiiiiiiie e 26
31A Contravention Of reSIIICLIONS ........ccovviieie e 26
32 Operation of @ NEW BIranCh ..........ccoiiiiiii e 26
33 Penalties and Remedial ACHIONS.........ccvviveiiiiiieie e 27
PART V— CONTROLLERSHIP AND RECEIVERSHIP 29
34 References to affiliates, subsidiary and associated Persons ............ccoceeererveriennas 29
35 Preservation OF @SSELS .........cviiiiriie e 29
36 Grounds for Reserve Bank t0 CONSIAET..........ccccvrvierineneieieeee e 29
37 Powers of the RESEIVE BanK..........ccceiiiiieiiiiiie e 30
38 POWET T0 PUBTISN.....oiecc e 30
39 Further powers of RESEIVE Bank ...........ccccovviiiiiiiieeic e 31
40 Management of licensed financial iNStItULioN .............ccocooiriiiiiini e 31
41 EXPENnSes Of CONIOIIET ..........cviiiiii e 31
42 AdVANCES TOF BXPENSES ....vvevectecie sttt s re et re s be e s re b e besreeneesre e 32
43 Duty to deliver books and property to controller ..........ccooovvviveveiecienc i, 32
44 Offence to destroy, alter, conceal or send dOCUMENTS .........cccvvvvervieerierneienieninan 32
45 Termination of controllership.........coco o 32
46 Appointment and termination of appointment of controller..............ccccccoceeei. 33
47 Notice Of termMiNALION .......c.oocv i 33
48 INAEMINILY oottt 33
49 Controller to comply with directions of Reserve Bank............ccocooveiiniinnnnes 33
50 Considerations affecting exercise of powers by Controller ...........cc.ccocevvrennenene. 34
51 Y Lo 10 T o R 34
52 EXemption t0 MOTAtOrTUM ........oiiiieiiiiee et 34
53 Controller may incorporate company under Companies ACt........c.ccocceveveeerenenns 35
54 Vesting of property SUDJECT t0 SECUTILY.......coerveiiiiiiiie e 35

Page 4

2020 Revised Edition




Financial Institutions Act CAP. 16.06Arrangement of Sections

55 Proof OF VESTING.....cviii i s
56 Prohibition against removal Of @SSELS .........cccerviieiiiiiirire e
57 Controller may SuUSPeNd PAYMENT...........coeieieiieireee e
58 Sale of financial INSTITULION ........cociiiiicc
59 Consent not required under Other ACES .......cccvivveieiieie e
60 Sale of property or assets SUDJECE 10 SECUNILY .....cvvvvverrieeiere e
61 Proof Of tranSACTIONS .......ccviieiiiece et
62 Bases for initiation of reCeiVErship .......cccccovv e,
63 APPOINTMENT OF FECRIVET ...t
64 Expenses owed to receiver and EXPEITS ........cccveiveiiiiirineseeeeees e
65 Notice and registration of receiVership ........cccccvviiiiiiii s,
66 POWETS OF FECRIVET ....viiiiiieieee et
67 Receiver’s acCess t0 TECOIAS ..uviiiuiiiiiieiiiieiieeesie e e steeesiee e siee e sreesae e s nrae e saeeenrne e
68 V=T 0T SRS PPR
69 DULIES OF FTECRIVET ...ttt
70 NEW DAIANCE SNEELS ... .ecviiieiiee et
71 Inventory Of assets and PrOPEITY .......cccoreeerieieierine e
72 Withdrawal and paymeNtS........cccecveiiieiiesiesee e
73 Shareholder’s TIGNLS ......cveriieiieie e
74 Procedure TOr CIAIMS .......oiiiieiecece et
75 UNSOIA @SSBLS. ....vvevitiiiiete sttt sttt sttt et
76 Receiver’s MONthly r@POrt.........c.viiiiiiiiiiici s
77 Priorities in payment OF ClAIMS ..o
78 Appeals from receiver’s decisions on Claims........c.ccccvvveeeieiieevieniesieesesee e
79 Final reporting to the ReServe Bank ..........cccccceviiiiiinieniic e
PART VI — MISCELLANEOUS
80 Retention of records, cheques, and other documents for 7 years.............cc.coevenee
81 Notice of UNCIAIME MONEYS .......ocviiriiiiiiieeeee e
82 Unclaimed moneys paid to ReServe Bank ..........cccccccceviviiiiieiiesc i,
83 Collection Of PENAILIES ........ccvviieiece e e
84 Winding up of licensed financial INStItULION ............ccceiiieiiiiiii e
85 Prevailing application of the National Reserve Bank of Tonga Act and the
Financial INSEITULIONS ACL........cviiiiiiiece e
86 Indemnity of RESErVE Bank ..........cccoiiiiiiiiiiie e
87 Operation 0f COMPANIES ACT ......c.viviriieiieieeee s
88 REGUIALIONS ... ettt re e e
88A Close of business for holidays or emergency situations — .........ccoccoeevcvrierennene
PART VIl — REPEAL
89 Repeal and tranSition ..o
SCHEDULE
ENDNOTES

44
44
44
44
45
45

46
46
46
46
46

47
47

48
49

2020 Revised Edition Page 5



