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Sbon citle ond 

Interprel.lC;on. 

I lI55ent , 

(L'.) 

ACT No. XXU or 1994 

Uoo M lfSUD BONNIO 
President 

13th Scptember, 1994 

AN ACT 10 rrpiofc fM business o/fintmeial inslftwliOM. 

BE IT ENACTED by !he: President. by and ... i th the ad-ic:c and eomcnt of the: 
House of Rcprcsc:ntativcs. in this present Parliament assembled. and by the 
authoi it)" of the same. as follows: • 

PJt!UMINARY 

I. This Act may be cited u the Financial Institutions Act, 1994. and 
shall come irUo fOfCC on such date as the MiniJler responsible for finance may, 
by notice in the Gucue, appoinI. 

2. (I) In this Act, unless the context otherwise requires· 

"body corporate" means a body of persons ha~il18 a IcgaI 
personality distinct from that of its members; 

"branch" mclns premises of a financial institution, other than 
iI5 head office. from .. hich the busincn of the institution is undertaken; 

"Central Bank" means the Central Bank of Malta as defined 
by the Central Bank of Malta Act; 

"company" means a limited liability company or a commercial 
partnerShip constituted in Malta in accordance with the Companies Act, 1994 
Of any law which from lime to time: ma)" be in force, or a company or 
cxmmcrciaJ partneTShip rqistcn:d or ~ted outside Malta under the 
laws of any counuy pttMdc:d that such OOII"lpal1y or commercial partnel"$hip 
has complied v.i th the plOVisions of any law .... itich may from lime to time be 
in force in Malta relating tbet tto; 



-Competent Authority" means the body " felled 10 m 
subsection (2) ofscction 12 of this Act; 

-control" is the power 10 detertnine the financial and operating 
policies of a body corporate; 

"controller" is a person who, alone or together with others, 
exercises control in relation 10 a body corpocate; 

"Court" means the ConunCTCial Court; 

"credit facility" means the lending of a sum of money by way 
of an advance. overdraft or loan or any other line of credit including 
di5(:OOnting of bills of exehange and promissory no(cs, guarantees, 
indcmnilies, acceptances, bills of exchange endorsed "pour aval" and fmancial 
IClUing; 

"director" includes an individual occupying the POOltlOO of 
dilllctor of a company, by whatever name: he may be called, empowered 10 

calT)' out substantially the .same functions in relation 10 the direction of the 
company as those carried oot by a director and in respect of a company 
registered or incorporated ootsidc Malta includes a member ofa local board or 
agent or tepn:sentative of thaI company; 

"equity share" means a ncminaJ. slw'e in a company when the 
sharcholding entitles the shareholder 10 a right 10 vote, to profits available 10 
shareholders for distribution and 10 as$Cfs available for distribution on a 
.... inding up of the company, and -equity shareholding" shall be construed 
aa:onIingly; 

"financial instirution" means any person .... nose regu lar 
occupation or business is the carrying out of: 

<a) any activity lisu:d in the Schedule 10 this Act: 

(b) any Olher activity defined. by the Minister as such by an 
order published in the Quem: amending the Schedule 10 this Act, 

for the account and at the rid of lhat person carrying oot such business: 

Provided that these activities are not funded through the taking of deposits or 
Olher repayable funds from the public as defined in the Banking Act, 1994; 

Provided further that this Act shall not apply 10 any activity under <a) or (b) 
above whieh is regulated under the Investment Services Act, 1994; 

"Financial Institutions DirectiVe" means a Directive iuued by 
a ConlpCICnt Authority; 

"gTOOp of companies" means companies having a conunon 
hollling company, including the holding company; 
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-holding company" has the same meaning as is assigned 10 the 
term "parent company· in the Companies Act, 1994; 

"liw"""" in n:1llion 10 the business of a financial institution 
means a lic:ence ~Iod unIb this Ad: 

" UIOlle)' 1a\llWkrina" has the same meanin& as is as.sigocd to it 
by the Prevention of Money LauJ'od .... q Act, 1994: 

"officer", in n:lalion 10. company, includes a director. partner, 
manager or company ICCretary or any person effectively acting in sudt 
capacity wbether formally appointed or not: 

"0\011\ funds" has the same mean;ns as is as.signcd to it by • 
Financial ln51itullons Diroctive: 

"person" includes. person or body of persons whether a body 
corporate or not: 

"quali'}';", sbmhokling" means a direct or indiroct holdinS in 
a body COfilOIatC which represents Im per cent or more of the share capital 
ISSUed by such body. or of the votina: rights attaching to such share eapilal or 
... 1UCh makes it pos.sibJc 10 exercise a significant influence over the 
mana.gement of the body coopo,.alc and "qualifying shareholder" shall be 

construed aa:ordingly: 

"rc:eon.nruClion" has the same: meaning as is assigned to il by 
the Companies Act, 1994: 

"subsidiary" has the same meaning as ·subsidiary uncicrtaIUna" 
in the Companies Act. 199<1: 

"trade bills· means bills of exchange: and promissory notes. 

(2) A pcrSOll shall oat be deemed 10 be a fiJWICial institution by 
reason of the fact that that person either: 

(a) belongs 10 a group of companies and manages the 
fmandng of companies which are not banb or financial institutions and 
whil;h belong to the same group of companies: 0( 

(b) draws and issllCS trade bills in the normal COUTSC of 
busincu under hire purchase agreements, or under sales 011 credi t where 
trade bills are dra"" in relpctI of the price due. 

(3) Any rdelol1C(; in this Act 10 a share 0( shan:holding of a 
axnpany shall, ",ben applied 10 a commercial partnerShip, include a refi:renee 
10 the intaat of. partner iD such partnership. 
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U CI.NSING REQUIREMENTS 

l . (I ) No business of a financial institution shall be transacted in or Licence.o for w.iness of 
from Malta except by a company which is in possession of a licence granted fmanda] irutituti"",,_ 

under this Act by the Competent Authority. 

(2) In the =1 of reasonable doubt as to whether an activity 
constitutes the busloes.s of a financial institutiOrl, or whether the business of a 
fmanciaJ institution is or is not being transacted in o r from Malta by any 
person, the matter shall be conclusively detel'Tl'llllCld by the Competent 
Authority. 

(3) n.e granting of a licence shall be subject to an annual rC(: as the 
Competent Authority may dc:tenninc from tinlC to lime. 

4. (I) Any COITlpany desifO\ls of comnv:ncing the business of a AppliahQllr"la 
financial .institution in Malta shalt. before eommencing any such busil\CSS. lKmCC 
apply in ""Tiling 1.0 the Competent Authority for a liceoce under this Act. 

(2) All applications for a liccnee shall be in such fonn and 
accompanied by such information as shall be prescribed from lime 10 time by a 
Financial Inst itutions Direct ive and an application may only be wiilidra"l1 by 
wTinen nolicc to the Competent Authority a\ a time before it has been granted 
or refused. 

(3 ) The Competent Authority sha ll have the powe r to requ ire: any 
person 10 provide such information as it shall deem necessary for the: purposes 
o f determining an appl icalion for a licence or for the: purposes of determining 
whether 10 reslria or TC\"OI<e a licence. 

S. (I) No company shall be granted a licence unless: 

(a) iu own funds. whether in ~laltese liri or in another 
currency aeccplable 10 the Ccmpet~"T11 Authority are equal to such amounl 
established by the Competent Authority as appropriale for the activit ies 10 
be undertaken by the applicant: 

(b) there are at least two individuals who will effectively 
direct the busil1l:ss ortlw: financial inst itution in Malta ~ 

(c) all qualifyi ng shareholders. controllers and all persons 
woo will efTccti\'cly di rect the business of tlw financial institution are 
suitable persons to ensure its prudent management . 

bsu"'A oh lice" ..... 
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(2) The Competent Authority shall determine each application for 
a licence \\'ithin three months of roteipt of the application or. if the application 
does not comply "'ith subsect ion (2) of soctioo 4 of this Act or additional 
information is required, v.ithin three months of compliano: with the said 
subsection or the furnishing of the information as the case may be.. whichever 
be the later. In any event an application shall be determined within six months 
of its receipt. 

(3) The Competent Authority may grant or refuse to grant a 
licence applied for under this Act. 

(4) In granting a licence the Competent Authority may subject an 
institution to such COIidilions as it may deem appropriate and having granted a 
Ik.en<:e it may. from time to time, vary or revoke any condition so imposo;! or 
impose new conditions. 

(S) WbeRl the Competent Authority for any reason fails to 
determine an applieation for a lio:nce within the time prescribed under 
subsoction (2) of this section, such (act shal l be deemed to constitute a refusal 
\0 gJWlt a licence. 

6. (I) A licence shall automatically erase 10 ha\'e any effect if the 
holder: 

(a) rcrJI,ItInCC$ the liCCIICC; or 

(b) does no! commence business pursuant to the liccna: 
within six months of its issue, or within such other period of time as may 
be specified in the licena:; or 

(c) is declared bankrupt or goes into liquidation or makes a 
composition with its creditors or is otherwise dissolved; or 

Cd) has .... ased to operate as a result of a merger with 
anothcr financial institution; or 

(c) is a braJK:h of an institution incorporated outside Malta 
and the compeU:nt authorities in the country ofinrorporation withdraw the 
authorisation to the institution. 

(2) The Competent Authority may impose restrictions on a 
liccncc or may revoke a liccncc in any of the foll""'ing circumstances: 

Ca) if any document Ol" infonnalion accompanying an 
application for a liocncc or any information given in connoction therewith 
is false in any material particular or if the holder of a licence conceals 
from, or fails to notify to the Competent Authority any document or 
information or change tbcrein .... hlch il was il$ duty to reveal or notify 
under this Act; Ol" 



(b) if the holder rases to caoy 00 the business of a 
financial institution in Malta for more than three nlOtlths; or 

(e) if lbe bolder fails to oomply V;lth any oflbe provisions of 
this Ace or \\;th Ibe eooditioos under whlc:b Ibe Iicellce is granled; or 

(d) iflbe bolder 110 longer p ....... 'ses sufficient Clv;n funds: or 

(e) if Ibe holder is likely to bec"c ... e unable 10 meet its 
obligations; or 

(t) ir the holder has insufficient 3.l15ets to eever its 
liabilities; or 

(a) if Ibe Competent Authority ccnsidcrs that. by reason of 
the manner in which the fmaneial institution is ccoducting or plO!J05CS to 
c:cnduct its affairs, or for any other reason. the inkglity of the tcuntry's 
financial system is threaterled. 

(3) Restrictions imposed by the Competef1t Authori ty pursuant to 
subSQC;tion (2) of this section shall be such restrictions as the Compctt'tlt 
Authority shall ccnsidcr appropriale rOf the proper oompliaru:e by the financial 
institution with the provisions of this Act and the ccnditions, if any, of its 
licence and for the protection of the intc:grity of me country's financial SYIICm 

and may include (\\;thout p~udioe to the generality hcrcot): 

Ca) the n:movaI of any officcr of the financial institution or 
the replaccment of any offic:cr by such person 1.$ the Competent Authority 
may designate; 

(b) the requi,unu,t for any person who directly or indirectly 
possesses a qualifying sharchoIding in the financial instilUtlCln 10 divest 
himself of all or part of that hoIdin8. 

(c) the requII(ment for the fmancial insotuoon to take or 
n:m.in from taking any action; 

(d) the requirement that the financial mSlilUtion be 
prohibited from undertaking any transa.etlon Of transactions or any 
activity listed in the Schedule to this Act Of be ptf1TIined to undertake any 
transao::tion or transactions Of any activity Itsled in the Schedule 10 the Act 
only upon such terms as the Competent Authority may prescribe. 

(4) The Competenl Authorily shall have the power to vary or 
remove any restrictions imposed under this $CCtion. 

(~) A licence granted to a branch of an institution incorporated 
outside Malta may only be revoked after consultation with the oompctcnt 
authorities of the country of incorporation, unless the Competent Authority 
da:idcs that the matter is urgent Of that then: !If'e circumstances wtoich make 
such poor consultauon Inappropriate. 
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(6) Upon the restriction or n.'vocation of a licence of a financ ial 
institution incorporated in Malta. the Competent Authority shall inform the 
ccmpetent authorities of the country of any foreign states in wbich the financial 
institution 01" iu subsidiaries arc canying on any activity under the Schedule to 
this Act or any other activity as the Competent Authority may deem 
complementary to the institution's activities in Malta . 

7. (I ) Whc:rc the Competent Authority intends: 

(a) 10 VoIr)' 3Dy condition 10 which the licence is subjcct or to 
impose a condition !hereon: or 

(b) to restrict or revoke a licence 01" to \l3ry any rcstrictioo 

it shaH SCf\ie .... rillen notice ofiu intention on !he financial institution and shaH 
specify the grounds upon which it intends to take such action. 

(2) Evcry notice gi,~n urv;\cr sub!ICCtioo (I) of this section shaH 
specify a period In ,,·hich !he financial institution shall be entitled to make 
representations to the Competent Authority as to why such acuon should not 
be wen and !he Compell:nt Authority shall consider any rcpre5C1ltations so 
made before arriving 011 a final decisioo. 

(3) Unless the Competent Authority 1kx:ides that thc mlmcr is 
urgent. it shaH not impose or ,·ary any restriction or condition or revoke a 
hccncc before the c::<pi ry of the period as set under sub!ICCtion (2) of this 
5CCIion. 

(4) The Competent Authority shall notify hs final decision in 
wriling to the finallCiaJ institution to whom notice nnder subsection (I) of this 
$<.'Ction was scrved. 

OBLlCAnONs or LICENCE !lOLDERS ",,"D OTIIERS 

()peJIIllg ofilnlnchc:. . 8. ( I ) A financial institution shaH inform the Competcnt Authority U1 

writing before opening a new branch in Malta. 

(2) Unless with the written consent of !he Competent Authority, no 
financial institulion incorporated in ~lalta may open a bnnch agency or offICe. 
or set up or acquire any subsidiary In any place O\Itside Malta . 



9. ( I) If: 

(a) any person takes or intends to take any action to acquire 
or dispose of a qualifying shareholding in a financial institution or 10 

inc~ or reduce such qualifying shareholding so that the propon ion of 
we voting rights or of the share capital IIcld by him in that fmancial 
institution reaches, cxn:etls or falls below 20 per CI.'IIt , 33 per cent or 50 
per cent Of so that the financial institution becomes or ceases to be the 
subsidiary of such person: or 

(b) any financial instirution takes or intends to take action to 
sell or dispose of its business or any significant pan thereof, merge with 
any other company, undergo any reoonstruo;;tion or vary its nominal or 
issued share capital Of effect any material change in vtM1ng rights. 

without obta ining the prior consent of the Competent Authority. then. ",ilhout 
prejudice to any other penalty which may be imposed under wis Act. the 
Competent Authority shall have the power to make an order: 

(i) restraining the person or financial institu tion from taking 
the action: 

(ii) declaring the action to be void and of no effect: 

(i ii ) requiring the person or fmancial institution to take such 
steps as may be IlC(:C5saty 10 restore the position existing 
immediately before wc action was taken: 

(iv) restraining the pclIDll Of financial institution from 
exercising any rights whicll the action would. if lawful. 
have conferred upon them. including the right 10 rea:ivc 
any payment: 

(v) restraining the pcrson or financial institu tion from taking 
any simi lar action or any other action ",ithin the 
categories set oot in paragraph (a) and (b) of Ihis 
subsection. 

(2) Subscaion ( I) of this section shal l apply whether or not an)' of 
the relevant shares are sha res listed on the Malta Stock E.-.;change. 

(3) Where a person intcoos to take any action as set 00\ in 
paragraphs (a) and (b) of subsection ( I) hereof. he shall before taking such 
action notify the Competent Authority . The Competent Authority shall within 
two months of receiving such notif1C3tion gi \'C its consent oJ. othc ..... ise and if 
that period elapses without the Competent Authority having given its decision 
such ract shall be du; ... ed 10 be a refusal. 
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(4) If the Competent Authority is of the opinion that any person 
who is or is proposed to become a conlroller of a financial institution without 
being or becomiflS a qualifYing shareholder is !lOt a suitable: person to be a 
Q.)f1troller, the Competent Authority may make an order requi ring such a 
person to 'Tase to be a contro\lcr or restrainiDg such a person from ""~OIning I 
controller. 

l'mhibitedt~tioru 10. (I) A financial institution shaJlroot: 

<a) 8f2II1 any credit fadl ity against the security of its 
O\Oon shares or against any other sccu1'itiC$ issued by the rmancia.l institution 
itself Of against any shares or any other sccurities of another body 
corporate in which the financial institu tion has control: 

(b) grant or permit to be outstanding, unsecured credit 
facilities ""hid in the ameg31e exceed the sum of fi~ thousand Maltese 
liri -

(i) to any onc of its dirt:(:lol1; or their spou!ICS whclhcr 
joindy or sevtrally as wdl as with third parties: 

(i 'l to any person in whom or in which the financial 
institution or any onc or more of its directors is 
interested as a director, partncf", manager. agent fJi( 

member (other than as a shareholder in a company li stcd 
00 the Malta Stock ElIchange), or to any person of 
whom or of which any onc or more of the financial 
institution's directors is a guarantor; 

(iii) 10 any body of persons in which the financial institution 
or any one or more of its directors jointly or severally 
maintains control , not being itself a financial institution 
or the parcnt undertak ing of the fin:mcial institution, a 
subs idiary of thi s paTent undertaking o r a subsidiary of 
the financial institution: 

{cl grant to or permu 10 be outstanding in respect of any 
offio.:r. Olhcr than a di rector, or any cmploya:, uns«ured credit facilities 
"ihich in the aggn:gate exceed twelve months' emoluments of such offiC(lr 
or cmployOi.: . 

(2) In paragraphs (b) and (c) ofsubsectioo (I) of this section the 
cxpressioo "unsecured credit faci lities" shall mean credit racll ities made 
without security or, in respecl of any credit raci lity made ... ·ith securit}·. any 
part the reof which at any lime cxcct::ds the market value of the assets 
constituti ng that security. or when: lbe Competent Authority is satisfied that 
there is no established market value, on the basis of a valuat ion approved by 
the Competent Authority itself. 



11 , N(I(\I.ithstanding any investigation provided for in this Act, 
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r'IiIlIII' .. 1 insUlUlHlO5 ...... -
(a) wbere a financial institution mnsidc:B that it IS hkdy to 0lil' ......... 

I». ... h .. umbk to mcc:l its obI igatioru; it shall fortb\Ooith Inform !he: 
Competent Authoi il)' and !he: Ccmral Bank in writing: 

(b) where the Competent Authority beeomcs aware that a 
financial instirution is likely to beeomc unable to mcc:l ils obl igations it 
shall forth",ith inform !he: Central Bank in wrili",: 

(e) wncre!he: CmuaJ Bank bocomes aware that a financial 
U1Jmution is likely to become unable to mI),,"l its obl igations it shall 
forthwith inform the Conlpetcnt Authority in wriling. 

R1!CULATORV AND l)'ovtsTICATORV POWERS 

11. (I) It sball be the duly of !he: Minister 10 exercise the powers """'CIIII"''''",", 
conferred upon him by thi, Acl 10 ensure compli:mce ,by fmancial institut ions orlbe Mm,S! ... 
with !he: provisions of this Aa and conditions of their licences. 

(2) The Minister shall by orocr in !he: Gazr:Ue nominate: a body 10 
be the Competent Authonty for the purposes of dus Aa 10 carry out the 
functions of the Compc:lent Authoril)' under Ihls Ad and 10 perform such other 
functions as the Minister may cunsidc:r approprUte in relation to the opcr.lIion 
of this Aa Such body $hall be nominated ror such period as lhe MInister 1T13)' 

determine and the Minister shall haw Jhe power nt an)' time to prolong, rellC\\' 
or te:rminatc: such nomination by Order in the Gazc:tte 

(3) The Miruster 1nl)' make rqulatlOllS as may be reqUIn:d ror 
carrymg Into effect any of the provISions ofm.s Ad and may amend or l"C\'oke 
such regu lations 

13. (I) It shal l be the duty orthe Competent Authority 10 carry out the """'..,., MId duucs 
functions preseribed by this Ad and to ensure that financial Ulslltutions oflho: CompeIaII 
earT)'1113 on bus1ncss in Malta comply \Oollh th is Act. RegulatIOnS and AIIIhonI)' 
Diredi\'C$ ISSued under thiS Act and \\ith the conditIOnS of thei r hcences , In 
pursuance of that duty the Competent Authority sh311 at all t1lllt:S afford such 
oo-opcrntion 10 the Centrnl Bank as the Central Bank may rcqUIn,l In the 
disch3rgc of ,1S duties. 

(2) The Compc:lcnt Authority may make Financial InstitutlO!lS 
Dirocti\"e! as nlll)' be requ ired for eanying into effcc:t any or the proVISIOnS of 
this Ad The Competent Aulhonty may amend or re"oke such FlIlaoclal 
Institullons DIn:ctives. 

(3) Finaocial Institutions Diroctl\'CS and any amendment or 
m'QCalion thereof shall be officlIlIy communicated 10 all fmanciaJ inllitutions 
and the Competent Authonty sh311 make copies thereoraV3Jlable 10 the public. 
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(4) Financial Institutions Directives made under this Act may 
provide for different regulatory roqUitUliCollS to be applicable to different 
classes of financial instirutions. licensed under this Act , 10 ensure that business 
is conducted in a prudent manner. 

14. (1) A financial institution sllall submit such information and 
statements relating to its branches in or ootsidc Malta as the Competent 
Authority may require in the discharge of its duties under this Act or any other 
law. 

(2) All statemcnts required under sub5cction (I) of this section 
shall be submitted in suell form and at such periods the Competent Authority 
may from time 10 lime prescribe by Financial Institutions Directives. 

(3) 1nc provisions of this section shal l also apply to all branches 
in Malta oh finan<:ial institution which is not incorporated in Malta. 

(4) All statements and other information furnished by any 
financial institution under sub5oction (I) of this section shall be regarded as 
secret and confidential except as between that financial in$titution and the 
Competent Authority save that; 

(a) the Competent Authority shall furnish such 
infomuihon under ~ . .his Section as may be required by the ~tinister or the 
Centr .. 1 Bank and shall inform the Minister and the Central Bank if al any 
time in its opinion there is concern regarding the stale or affairs or that 
financial institution: 

It,) the Central Bank shall prepan.: and publ ish 
collsolidated statements aggrcgatillg the inrormation furnished under 
paragraph (a) orlhis subsection. 

(5 ) 11Ie Competent Authority may, by 1lO(K:e ill writins, require a 
filWl(;ial institution Of any or its officers 10 do all or any or !he rollowing: 

(a) to furnish to the Competent Authority, at such time and 
place and ill such form as it may specity, such information and 
documentation as it may requ ire and or such description as may be so 
specified in thc Il()(icc: 

(b) to furnish to the Competent Authority any inronnation 
Of documentation aforesaid verirled in such manner as it may specil'y: 

(c) to attend berore the Competctlt Authority, or before a 
person appointed by it. at such time and place: as it may specity, to ansv .. cr 
questions and provide information and documentation as the Competent 
Authority may reasonably rcquin.: ror the performance of its funclions 
under this Ad. 

(6) 1lIC Competent Authority may take copies of any documents 
fumisllcd or provided under this sccIion. 



(7) Where lhe person required 10 provide information or 
documcn"lim UDder this section dots not have the rcievant information or 
doc"mcn'a'im, be shall disclose to the Compcrcnr Authority wbcre. to the best 
of his kDow~ that infonn.alioo or documentation is, and the Competent 
Authority may require any pe''''''-'' Vo'bcthcr indicated as aforesaid 1)1" not, ",iIo 
appears to it to be in possession of that informatiOll Of documentation, to 
provide it. 

(I) A Wuti""V,1 made and documc:n"'~ provided in pursuance of 
any rCQ\ma .. eut under lhlI SCChon may be used in C\idc:nce against the person 
making the statement or providina the Ooc\Imc:ntaUon as well as against any 
person to whom they relatc. 

(9) Where the Competent Authority has appointod a person under 
paragraph (c) of subsection (S) of this section. such person shall. for the 
PU'llJl!ct of carrying out his functions under his appointment. ha~~ all the 
powcrs confcu ed on the Compdent Authoe ity by this section and a 
requhCi.1m1 made by him shall be dc:cmcd to be 3I1d ha\"C the same forc:c and 
effect as a rcquin;:mcnt ofthc Competent Authority. 

(10) The Competent Authority may require a person it has 
appointed under paragraph (c) of subsection (S) of this sctIion 10 submit a 
report in such fonn as it may Si'Uify. 

(I t) The Competenl Authority may also excrcise the powers 
coofcrrod by subsectiON (I) 3I1d (S) of Ihis seclion in relallOll 10 any JXrsort 
who is or has al any relevant lime been -

(a) a hoIdina company, $ubsidiaf)' or a company which is a 
U)I.lCCtcd person of that financial instiluUon: 

(b) a subsidiary or a comp:uly which is a cooncclod person 
ofa holding company of that fmanci:r.1 institution: 

(c) a holding company of a subsidiary of that financial 
instituljon: 

(d) a controller of th:r.t financial institution: or 

(c) a qualifying shareholder of that financial institution 

and the provislOi1S of Ih,s soction shall apply to Ih:r.t person. 

112) Thc Comp..1enl Authority may :r.lso exercise its po\\"~rs under 
this IOCIion where it haa re:uon:r.ble grounds for suspecting Ih:r.t a person is 
SUilt)" of cornmittina ~y offenc:c UDder this Act. 
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IS. (I) The Competent Authority may, whenever it deems it IIO"qqry 
or expedient. appoint an inspector Of inspectors 10 in\'CSllgalc and report on the: 
affairs of a financial institution. 

(2) An inspector appointed under subsection (I) of this section -

(a) may also, if he thinks it ",......sary or expedient for the 
purposes of that investigation, investigate the affairs of any other person 
as prescribed under subsection (J I) ofsectiOll .l 4 of this Act ; 

(b) shall have and may exercise all !he powers eonfemd on 
the Competent Authority by section 14 o(this Act., and any rcqui ' (!Ill(lIlt 
made by him shall be dcuntd to be and have the $alT1e fora: and effoct as 
a requirement of the COnlpelcnl Authority; 

(c) may, and if so direclC:d by the Competent Authority lI'Iall. 
make inlcnm reports and 01\ the conclusion arms inYC5ligalion shall make 
a final report 10 the Competent Authority . 

(3) The Competent Authority shall haVt the power to order that all 

expenses of, and incidental to, an investigation pursuant to this section be paid 
by the persons or financial institution concerned. 

16. (I) Any CffiCCl , emplO)'CC or agent of the Competent Authority. on 
producing.. if required.. evidence of his authority. may enter premises occupied 
by a person on .... <horn a notice has been scrYC:d under SOClion 14 o f this Act or 
whose affairs are being investigated under section I S of this Act. for the 
purpose of obtaining there tile infonn:uion or dOCUIllCflts requ ired hy that 
notice. or othcrnise for the purpose of the investigation. alld of exercising any 
of thc powers conferred by the said sections. 

(2) Where any officer. employee or agCflt of the Competent 
Authority has reasonable cause to believe that if such notice as is re ferred to in 
subse<:tion (I) of this section were served it would not be complied with or that 
any documents to which it CQ\J1d relate would be removed. tampered with or 
destroyed. such person rna)'. on producing. if required. evidence of his 
authority. enter any premIses referred to in subse<:tion (I) of this section for the 
purpose of obtaining there any infomlation or documents specified in the 
authority. being information or documents that could have been requ ired ulldcr 
such notice as is referred 10 in subsection ( I) orlhis S\.'Ction. 

(3) For the purposes of any 3Clion taken under the provisions of this 
section. the Competent Authority may request the assistance of the 
Commissioner of Police. who may for such purpose exercise such pol'<'Crs as 
arc \ll;Stcd in him for the prevt:ntioo of offcncc:s and the \.11 forcemcn\ of law and 
order: 



Provided that where an entry as is mentioned In this section involves premises 
that are occupied for the purpose of habitation, such entry shall be ca rried Olll 
in the presence of an officer of the Police of a rank !lOt below that of Inspc<:lor 
and shall moreover no( lake place between nine in the evening and five in the 
mommg. 
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17. (I) If, whether from any lC;port made under sectioo 14 Of' section 15 Po ... "tf oftlw: 
of this Act or otherwise, it appears 10 the Competent Authority or the Cenll1l.l Central Bank 

Bank, that 3IIy of the circllll1Stances indicated in subsection (2) of se<:lion 6 of ~~~;rol 
this Act apply, the Central Bank may · institul ioN.. 

(a) require the financial insti lUlion fortll\\'ith to take such steps 
as theCCI'Ilral Bank may OOI\$idcr l"'('('S'uy 10 .tI,itdyor recli fy the 
mancr; 

(b) appoint a competent person 10 advise the financial 
institution in the proper conduct of its business: 

(c) appoint a competent person to take charge of the assets of 
the financial institution or any port ion of them for the purpose of 
safC&Ual\1ina the interests of the int/:irily oflhe financial system in Malta: 

(d) appoint a competent person to assume control of the 
busines.s of lhc financial instilulion and either to carry on that business or 
to carry oot such other function or functions in respect of such business. 
or par1!hcroof, as the Central Bank may dir<:cl : 

(c) require !he Compelcnt Au!hority to revoke or restriet a 
licence according to the provisioos of section 6 of this Act: 

(f) require the finaneial institulioo to wind up its business or 
to wind up 115 business in Malta. 

(2) Upon receipt of a rcpor1 or informaciOl1 otherwise received as is 
mentioned in subsecti Ol1 (I) of !his scetioo . the Central Bank shall inform the 
Competcnt Authority on whether it intcMS to take any actiOl1 purs uant to such 
repor1 and ofany action it intends to take thercoo. 

AUDITORS 

18. (1) (a) E\'ery financial institution shall each year appoint an Appomlmall ... 1d 
approved auditor or auditors ",!lose duty shall be to repor1 on the !inanei..! dUli .. of AuditOfS. 
statements of the financial institution e.~mincd by them and on all financial 
statements prepared by the financial institution: 

(b) For the purpose of this section an appl"O\'Dd auditor 
shall be a person who is quaJifMXI 10 be an auditor in accordance ... i!h the 
Comparues Act. 1994: 
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i>ToYidcd that in the caK of a finaociaI instirution no!. incorporaud in Malta the 
Competent Authonty may gram exemption from paragraph (b) of this 
subsection subject that the same does no!: materially dettacI: from the main 
objects of this section. 

(2) If a financial institution fai ls to appoint an auditor under 
subsc:ction (I) of this sa:tion or, at any tunc (ails to fill any vacancy in the 
office oran auditOr. the CompetaU Authority shall ba~ the p<J\'I'ef 10 appoint 
an auditor for that institution and shall fi .~ the remuneration to be paid by that 
financial institution \0 such auditor. 

(3) A financial institution shall forthwith give written nocice 10 the 
Competent Authority' 

(a) on the appouwncnt of its uditors: 

(b) if it proposes to give notice to ils shareholders to: 

(i) replace: its auditors at the expiration of their ICtm 

o(office; 

(ii) ,UhOve its auditors before the c:xpirotion of their 
tefm ofofficc; 

(e) if the auditors cease 10 be auditors of the financial 
inSli (ulion for any rtason other than tbosc in paragraph (b) of this 
subsection. 

(4) The Competent Authority may rtquirc a financial institution to 
change its appoinfCd auditors where. in the Competent Authority's opiruon. 
such auditors are eonstde«d unfit for this appo!nlmCnL at any ume dun", 
Ihc.r ICnn of offlCC. 

(5) An auditor shall immediately inform the Competent Authority 
in writing if: 

Ca) he resigns; 

(b) he does not sed to be re-appoimc:d, or 

(e) he decides 10 qualIfy the audit report. 



(6) If, in IUs capacity as an auditor of a financial institution or due 
to a diro;t request by the Competent Authority under section 14 or under 
section 15 of this Act, an auditor becomes aware of any matter which n: lates 
to and may haV\'i a serious adverse effec:t upon the stability and soundness of 
the fmancial institution or 11 branch in Malta of a financial institution 00( 

incorporalCd in Malta or the integrity of the financial system in Malta he dial! 
imrnediat.:ly infonn the Competent Aulhority through the fmancial institution's 
management or, if circwnstancc:s so wanant, directly 10 the Compecenl 
Authority. 

(7) In so far as the provisi011.'l of this section are inconsistent with 
the provisions of the Companies Act 1994, the provisions of this section sllaU 
prevail and the provisions of the said Act shall, to the cxlall of the 
inoonsislenCy, 00( apply to financial institutions. 
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1\1. No duty (including the duty of professional secrecy) to which: Communication by 
Au.dilOn, tIC. ",i!h the 

(a) an auditor of a financial institution may be subject, shall be Competent Authority. 
regarded as contra\iuocd by reason of his communicating in good faith to 

the Competent Authority, whether or not in respoosc 10 a request from it, 
any information or opinion on a mauer of .... -bieh the auditor has bu;o,nc 
aware in his capacity as auditor ofthal institution and which is relevant to 

any functions of the Competent Authority under the provisions or this Act 
or is rtquin;d to be communicated by vinuc of this Act; 

(b) a person appointed 10 make a report under SOCIion 14 or section 
15 of this Act may be subjOCl., shall be: regarded as contr'llvcnod by reason 
of communicating in good faith 10 the Competent Authority any matter 

which relates 10 the business or affai~ of the financial instilUtion in 
relation 10 which the report is made. 

C().OPERATION AND SHARINC OF INFORMATION 

20. (I) 00 the basis of international agreements. or upon reciprocity Co-opentIOa Md 
3&' oemenlS. the Competent Authority may share its supervisory duties .... i th sbariDa~ 
other foreign compdcnt authorities in the ease: of a financial institution or mfonnallOll.. 

branch oper:uing in Malta which is fully or panly owned by a foreign pcrson 
or in the case of a financial institution fully or partly owned by Maltese 
residents which is operating abroad. 

(2) A person appointed under IOCtion 14 or section ] 5 of this Acl 
shall be given access 10 any acrounlS. returns, or other information I'oi th regard 
10 any financial instilUlion ..... hich arc in the possession of the Cenlral Bank. 
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(l) There IIhalI be mcctin&s held lKtvoect a financiaJ iNtitution, jg 

appoinlcd auditon: and the COIIII" 'mt Authority 00 a lrilatenJ Of bilateral 
basis as eiTtUD1SlallDC5 may wananl. These I1'IOCting1: may be called by any of 
the pat1ies concerned but dIall always be wind by the Compdm! Authority. 

(4) The Competent Authority and the CenuaJ Bank shall 
diseuss matten of mutual interesl: on finmciaI institutions under the Joint 
Banking Committee as eonstihJIcd uncIcr section 27 of the Banking Act, 1994. 

APPtALS, UMEDI r.s, DISQUAUP'lCATIOH 
AHO CONf'IO£NTlAUTV 

11. ( I) In this scclicn, the "Financial Scrvices TribunaJ" mea/IlI the 
Tribunal established in terms of section 10 of the Banking Act, 1994, and 
"Tribunal" shall be 00Il$lIlKXl accordingly: and the provisions of section 10 of 
the Banking Act shall except in so far as any of them is im:ompatihle with the 
provisionJ of this ICCtion. apply to appeals made to tbc Financial Servic:a 
T ribunal under this Act. 

(2) Any penon who is aggrieved by a decision of the Competent 
Authority: 

Ca> 10 impose or \'af)' any oondilion 0(100 licence: 

(b) to impose or vary any rc$trid:ion; 

(c) to revoke a licence; 

Cd) to make llII)' order under SCdion 9 ofthU; Act. 

may appeal against the decision to the Financial ScrviCC$ Tribunal. 

(3 ) An appeal against a decision of the Compelent Authority shall 
not 1"Sf""1d the operation oftlw @ision. 



22. (I) Any person woo-

<a) contravenes or fail s 10 comply with any of IlK: provisions 
of this Act; 

(b) contraVCllCS or fails to comply with the provisions of any 
Financial Institutions Directive, regulations or licence condition; 

(c) fails to comply with any lawful order or reqUiltii.e.lt of 
the ComptlCnl Authority or the Central Bank; 

(d) fails to comply with any lawful order or n:qUi IC ...... li of 
the Financial Services Tribunal; 

(e) fails to comply with any lawfu l order or requirement of 
any other pel'$Ol1 made under this Act; 

(f) without reasonable excuse alters. suppresses , conceals, 
destroys or refuses to produce any document which he is lawfully required 
10 produce by any person under this Act. 

shall be gui lly oran offence. 

(2) Any person who is knowingly a pany to, Of procun;s or aids. 
and abets the ccmmission of any offence under subsection (J) of this section 
shall be guilty of an offence and shall be liable to the same penalties as the 
principal offender. 

A 843 

2J. ( I) A person gui lty of an offence under the provisions of section P"",Il;co. 
22 of this Act shall be li able on conviction to a fin.: (rnli/la) not exceeding two 
hundred thousand !iri or to a \enn of imprisonment not exceeding two years, or 
to both such fille and imprisorunent. 

(2) No proceedings for an offence under this Act shal l be 
commenced .... ithout the consent of the Attorney General . 

() The provisions of this Act shall 110( affect any criminal 
proo:ccdings that may be competent under any other law. 

24. ( I) No person-

(a) .... ho has been adjudged bankrupt or has made a 
composi tion with his creditors or has been an officcr of a financial 
inst itution which has had ilS liccroce revoked under subsectioo (2) of 
section 6 of this Act and .... -bo has not been exempted in ..... Tiling by the 
Cornpefenl Authority from the provision of this section: 0( 

o.oqualiflu lion of 
offio:<"n. 
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Coolidentialily. 

(b) ... no is interdictod or incapacitatod or wno has been 
involved in money launderina or found guilty of a crime affecting public 
UU$l, theft, (11100, extortion or of knowingly receiving property obt·i ....... 
by theft or fraud, 

shal l act or continue to act as an officer of a financial institution. 

25. (I) Nothing in this Act shall authorise the Competent Authority to 
enquire or cause an enquiry 10 be made in a financial institution into the affairs 
of any individual customer of a financial institution except: 

(a) for the purpo!lC of CllSUring compliance .... i th any of the 
provisions Or lM Act; or 

(b) whe~ it is believed that the customer's exposure could 
contribute a thrclI to !he integrity of the country's financial syst£m. 

(2) No ""SOlI, including past and present officers or agenu oh. 
financial institulion. shall diselose any informatioo relating to the affairs of 
thal institution or of a customer of that institution which he has acquired in the 
performance orllis duties or the e.'(crcise ofhis functions under this Act cxcept: 

(a) whcl'l authorised to do so under any of the provisions 
of this Act ; 

(b) for the purpose of the performanc.c of his duties or the 
exercise orhis functions ; 

(c) when lawfully required 10 do so by any court or under a 
provision orany law. 

(3) When an ofIiocT of a fmaneial institu tion has reaS()f\ 10 
belie\.'C thal a transaction or a proposed Ir1lnsaction could involve money 
laundering, he shall act in ac.oordance with the rqutaliom laid 00\0.11 under the 
Prevention of Money Laundering Act. 1994 and any guidclillCS provided by 
the Competent Authority. Compliance ~ith the provisions of this subsection 
shall not constitute a breach of confidentiality. 

(4) Exchange of informalion on mutual 0( connected customers 
between the financial institution, its holding company or its subsidiaries where 
a crodit facility has been or may be granted 10 that custorrocf shall not 

constitute a breach of confidentiality. 
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IUSCII...l.A/'lIOUS 

16. The CmtnII Bank may exclude the Application of the Exchange .. 0( ExdIonae 
CootroI. Ael 10 lnnSadions carried out by liocna:: boldcrs .... ith pcrXIIlS not ~=.:, Cap. m 
residc:nI in Malta for the pul'JiO" i ofthc said Act. 

27. Tbc provisions of this Act shail not apply to the Cenlr'al Bank, save "ppl ication of ~I 10 
where and 10 the extent that the Central Bank is referred to by name. lhe Cen\J'l.I Hank. 

18. Financial institulion$ that were operating immediately prior to the Tnntllory pr1IVi_. 
coming into force of this Act. may continue to opaate for a pca iod of three 
IOOIIlhs after the comina into rOta: of this Act, v .. ithout the occd of a h .......... 
under this M . 
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SCHEDULE 

(Section 2) 

ACT1Vn'1ES OF FINANCIAL INSTll1JT10NS 

I . Lending (inc luding personal credits, mortgage credits, (actoring with or without recourse, 
financing of QOIt\II'ICn;ial uansactions includill3 forfaiting); 

2. Financial leasing; 

3 Ventun: or risk capital : 

4. Money transmission .services; 

S Issuing and administering means of pa}menl (c.g. credit cards. travellers' cheques and bankers' 
drafts); 

6, Guarantees and commitments; 

7. Trading for 0\\11 account or for account of CU!tomcrs in: 

(a) money market instruments (cheques. bills, Certificates of deposits etc .); 
(b) foreign e"change; 
(c) financial futures and options; 
(d) ClIehange and interest rate instruments; 
(e) IransfCl1l.ble instruments: 

8. Underwriting share issucs and the participation in such issues: 

9. Money broking. 

Passed by the House ofRepn.::scntatives al Sining No. 303 of the 20th July, 1994. 

R1Cl-tARD J . CAUCHI 
C/u/t 10 Ihe H014t of RepresenlollWS. 

LAWRENCE GONZI 
Speaker 



lppubblika, JDid.DiputImt'" ta- I-lnfonuujoni - Kaslil;a _ f'ltblilktd 1>, dw Dtp& . 0""" at I",,,=-io'n _ K..,rilj. 
MilbuJlI;lI-luomperi;a w.Gven; -1'riNtJ .. IN ~ I'rlIttiIct I'm> 


	XXII - 1994 - E
	XXII - 1994 - E001
	XXII - 1994 - E002
	XXII - 1994 - E003
	XXII - 1994 - E004
	XXII - 1994 - E005
	XXII - 1994 - E006
	XXII - 1994 - E007
	XXII - 1994 - E008
	XXII - 1994 - E009
	XXII - 1994 - E010
	XXII - 1994 - E011
	XXII - 1994 - E012
	XXII - 1994 - E013
	XXII - 1994 - E014
	XXII - 1994 - E015
	XXII - 1994 - E016
	XXII - 1994 - E017
	XXII - 1994 - E018
	XXII - 1994 - E019
	XXII - 1994 - E020
	XXII - 1994 - E021
	XXII - 1994 - E022
	XXII - 1994 - E023

