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Circular on the introduction of two new Banking Rules and two new Annexes to BR/12
The Authority is today implementing a number of Guidelines issued by the European Banking Authority (EBA) through the publication of two new Banking Rules and two new Annexes to the BR/12.  This will provide further guidance to Institutions while at the same time strengthen the Authority’s rulebook.
In view of this the Authority is issuing a new Banking Rule BR/20 on “Recovery Plans for Credit Institutions Authorised under the Banking Act (Chap. 371). This new Rule provides guidance to credit institutions in view of their obligation under the Recovery and Resolution Regulations (L.N. 301 of 2015) to draw up and maintain a recovery plan providing for measures to be taken by the institution to restore its financial position following a significant deterioration of its financial situation.
Furthermore, the Authority is issuing a new Banking Rule BR/21 on “Remuneration Policies and Practices”, which governs sound remuneration policies for all credit institutions’ staff and for staff whose professional activities have a material impact on a credit institution’s risk profile. In view of this, Annex 2E of BR/12 on ‘Remuneration Principles: Policy, Committee and Elements’ is being deleted and has been incorporated into this new Rule.
Finally, the Authority is issuing two new annexes, Annex 2J and Annex 2K to Banking Rule BR/12 whereby requirements outlined in the EBA Guidelines on corrections to modified duration for debt instruments and implicit support for securitised transactions are being implemented.
Annex 2J provides guidance to credit institutions which apply the duration-based calculation when computing capital requirements for general interest rate risk whilst Annex 2K applies in relation to the support provided to securitisations by sponsor institutions and originator institutions beyond their contractual obligations.
Any queries in relation to the above should be directed to Banking Supervision (Policy Section) on bsupolicy@mfsa.com.mt.
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