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BANKING AS A STATE MONOPOLY.

ANALYSIS.
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A BI[.1. iNTITELED

AN AcT for tile Better Safe-guarding of the Commercial :uid Iii- Title.
vescing Iliterests of tha Community and for the Purpose of

n .

securing to the People of the Doirtinion the Fronts giccruing
,6 from the Business of dealing with the Monet,iry Transactions

of the People of the 1_)oininio}i.
BE IT ENACTED by the General Assembly of New Zealand
in Pit,rlianient assembled, and by the auillorit)y of the same, as
follows :-

10 1. This Act 111:t,y be cited as the Banking as a State Monopoly Short Title.
Act, 1912.

2. Six months from the date of the passing of this Act the Banking sole
monopoly of thebusiness of banking and ttioney-lending in all its branches shall Dominion.

beconte the sole monopoly of the Dominion.
15 3. On the date set fortli in section ttro hereof the State shall Dominion to take

enter into possession of all banking institlitions in the 1)ominion, and C°MZ,Bs,
shall then ctirry on the business of banking in the several offices of
the various banking conipanies as going concerns, taking over all
assets and all liabilities as provided in section four hereof.

4. The Chief Banking Officer appointed under tile provisions of Chief BankingOfficer to tike oveI

this Act sliall then make searching inquiry into every account stand- full control.
ing in the books of the several banks ; and such officer shall, on
approving accounts dealing with loans, advances, overdrafts, bills
discounted, and all matters pertaining thereto, or of a like nature,

26 assume ftill responsibility for such accounts on behalf of the State.
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Such oflicer shall also lilake full inquiry into all investments made by
the various banks, and shall,on approving saine, ilsslime full responsi-
bility therefor on behalf of the State.

5- The Chief Banking Officer sliall demand tlitit each of the
various banking companies redeem iii gold its liability on bank-notes 5
in circulation, but only mo far as the bank's gold reserve ifi available
for that purpose.

6. The Chief Banking Ofticer shall, after inaking clue provision
for bad and doubtful debts (if any), issue to the shareholders of each
company debentures pityable in New Zealand, and bearing interest at 10
the rate of four per centuin per annum, and redeemable, at the will of
the Crown, during any period not exceeding ten years from the date
of the coining into oper:ition of this Act.

7. The debentures issued tinder the provisions of section sift;
hereof shall be ten-pozind debentures, and shall be issued to each 15
shareholder in each of the 1,anks to such aillount as will represent
the a,mount standing to th(, credit of such shareholder iii the sliare
register of such coinpany as his or her proportion of the sliare capital
of such 1,ailk, and after deducting :binount of provision for had :ind
doubtful debts tls provided in section 4., hereof: 20

Provided that a,ny tilliounts recovered :ind previously writ,ten off
as bad or doubtful linder Neetion 4.r 11(:reof shal] be pay:tble to Htlell
shareholdersi proportionately to the Khtires held.

8. The Chief Banking Officershall hand over to the sh,treholders
of each baitk the interest: ac:(rilints froin reserve fiind amoinits invested 25
in outsi(le investinents, and zint einployed in the business of the
banks. The interest shall be linid over to each shareholder, each
shareholder receiving an amount proportionate lo the number of
shares held hy him, :wid such interest-p:1vments sh.:ill be imide on the
thirty-first ddy of M:11·ch mid the thirtieth clay of September in etic:h 30
year.

9. lit addition to the debentures for share eapital to 1,<, issned
to shareholders of the hanks, as provided under section six hereof,
the Chief Banking Oincer shall further issue 1,0 eael, sh:i,reholder
debentures 218 described in section air hereof to the :unount dile 36

to each shareholder as his or her proportion of t,he undivided profits
hy means of which a reserve fund has been created.

10. Notwittistailding that under section /bit,· hereof the Chief
Banking Oftic:er assuines full responsibility for the asset and
liability accounts taken over by the State from the bankq, any 40
loss due on any suc:11 nlatters taken over under that section (whether
such loss is the result of securities held against loans depreciating
in value, or securities held as assets depreciating in value, or frorn
any cause loss is made on the original asset or liability items taken
over by the State under the provisions of this Act), shall be made 45
good out of the reserve fund of the bank 80 roaking the loss:

Provided that at the end of ten years from the date of taking
over the banks under the provisions of this Act the State shall
assume full responsibility for anv further losses which may occur
in connection with assets and li:1,1,ilities so taken over :16 tile date 60
detailed in section tivo hereof.
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11. At tlie (litte of the passing of this Act the Chief ]3anking Powers vested in
Cbief BankingOilicer shall have power to inspect the 1,0·,ks and papers of the banks, Omcer,

and he is hereby empowered to delliand the production by the banks'
maijagers or oflicials of any book or paper or other iil:Ltter whic:11 lie

6 inay deem it expedient to 11:1\'e before hiin for the ptirpose of safe-
guarding the interests of the cle!)hitors and others tising the ininks ;
Hnd it shall be the diity of thal oflicial to ensure so fur as lies iii his
power, :Lnd using the powers conferred 14)011 hini by this Act, thilt no
undue cramping of business and no conimereial stringency is created

10 by the banks ctilling 11]) overdrafts zind generally tightening lip the
molley-111:lrket 111 orcler to d:1111:t,ge the working of this Act iii the
eyes of the public :it large ; and, to this end, the Chief Banking
Officer shall place applieations for loans atid increases of overdrafts
atid other liiatters of li}imictial *Ce(,ni,nodation 1 fefore the Bank Board

15 to be appointed under the provisions of this Act ; and snell 130:1rd
shall have the authority to oriler tlie 1):inking (:oiripa,ny concerned to
inake such loan to or to ac(:()1111ilo(late on overdraft any person whose
securities have beell approved hy the Bfulk Board to 1)(: set lip under
the provisions of this Act.

20 12. Ally advalices mude or :1.113 tlecolilinodation tillowed to ally Gilaranbee by the
Dominion.

person under section el eve it, hereof ati the oider of the .1.lank Board

shall be guaranteed by the Doininion, tind slmll iii no wise become
chargable against the shareholders of the various baliks.

13. The Chief Batiking Oflicershall prepare a full and complete set ot accouu
books to be

25 set of books for each brancli of a. bank whose business is t:iken over
provided.

by tlie Dominion under tlie provisions of this Act, :111(1 at the date of
the takikig-over of the assets and lia,bilities of the ])aliks the balances
of eacli account shall be clearly shown and brought forward ort to the
new books as is ordinary colliiiiercial procedure iii connection with

BO starting a new firin iii ort an old tiriu's business.
14. (1.) The business of lending money in slilitll sums or large Deposits to be

received.

suins sh:111 become the sole monopoly of the Dominion at the date of
the conmiencement of this Act. Persons having money to invest on
mortgage. sh:ill phice it with ally branch of the State Bank,and

35 suitable investment slittll be found for moikeys so placed.
(2.) The proposed rate of interebt to be paid on any given

transtiction shall be communicated to the investor, adid such investor
need not accept t,he intere,4 proposed to he given unless he or she
chooses to do so.

40 (3.) Loans in sinall sullis froin two pounds upwards may be made
to workers of good character and in regular employment on suitable
security being placed with the Chief Banking Officer. bilt loans not
exceeding five pozinds shall be Blade to workers on :111 order made
against his wages for the weekly repayment of amounts not exceeding

45 jive shillings.
15, The business of pawnbroking is hereby 2,bolished. Pawnbroking

abolished.

16. The Chief Banking Officer shall act as all ilivestilig agent Further dutieb of

for persons desiring to invest ilioneys ill matters other than the 10&11- the Chief Banking
ing of moneys, and that officer shall furnish in good faith to such Omcer.

60 prospective investor such information as Will enable the investor to
judge as to whether the investment is sound or not, but the Chief
Banking Officer shall assume no liability, either personal or on behalf
of the State, for the correctness of the information supplied.
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17. No private person or body of persons may act as investments
agents after the coming into operation of the provisions of this Act.

18. The Chief Banking Officer shall he the General Manager of
State Banking appointed by the Governor iii Comicil, and the mem-
bers of the Ijancl Purchase Board shall represent the State on the S
Banking Board, and three other members of the Banking Board shall
be elected by the nieiril,ers of the Associated Chambers of Commerce
of the Dominion.

19. The elected members of the Banking Board shall hold
office for three years, the first members elected holding office for 10
three years from the clate of the pp.ssing of thiA Act, and may then
offer themselves for re-electioii.

20. The Chief Banking Oilicer slinll be the President of the
Board, and lie shall place his recommendations before the Board
from time to time on all matters connected with the business of 15

State banking, tuid he sh:ill not proceed to put into operations any-
thing affecting the welfare of the St:bte Bkbnks imtil lie has received
the sanction of the inembers of the Board by a majority vote of the
members of the Banking Board. The Chief Banking Officer to have
the casting-vote when there is an evell division of voting on any 20
matter by the members of the Banking Board.

21. The Board shall be called together not less than one illolith
from the d:ite of the passing of this Act. and the Chief Banking
Officer sliall pltice before the Board his recoittiikendations in (:on-
nection with staffing the State Baliks :uid other ma,tters necegsa,ry 25
to prepare for and to put·sile the busineAs of State billiking.

22. The general provisionS of t,his Act tire applied to :111 baiiks
now trading within the Dominion, but the Chief Baiiking Oflicer
may, in his discretion, vary the genertil provisions of this ,let in
so far tis inay he liecessibiT to ineet the en,ses of those baziks who 30
only have branches within the Dolikinion. Those deeined only to
have brtinches witliin the Dominion are t,lie Union 13:mk of Ailstrilli:I,
Bank of New 40111)11 Wales, :tnd Bank of Austrtilastiti ; :tiid iii ctise of
each of those banks the Chief B:uilfing Oflicer sh:611 cmly require asset
security :19 :tg:ijitst the liabilities of ench of those banks ns will, in his 35
discretion, be deemed to protect the State from possible loss, Tile
other hanks---the Bank of New Zeal:uid alid the National Bank--
are to come under the full provisions of this Act, and any branches
of either of these banks either in Australia, Great Britain or else-
where, shall be taken over along with the main l,anks as provided 40
herein.

By Authority : JOHN MACKAY, Government Printer, Wellii igton,--1912,


