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INTRODUCTION

1. In terms of article 34(5) of the Central BankMélta Act Cap.204), the Central Bank of
Malta (hereinafter referred to as “the CBM”) is emgred to make directives in respect
of, inter alia, payments and security settlement systems. Fguuh@oses of this Directive,
terms used in this Directive shall have the samamnimg as is assigned to them under the
Central Bank of Malta Act unless otherwise stated.

2. This Directive seeks to lay down the framewook the provision of intraday credit to
eligible entities.

DEFINITIONS
3. For the purposes of this Directive:
- “close links” means close links within the meanafarticle 2 of the Banking Act;

- ‘“credit institution” means (a) a credit institutievithin the meaning of article 2 of the
Banking Act that is subject to supervision by thempetent authority and, for the
purposes of this Directive, shall include brancbpsrating in Malta under European
Community Law and whose head office is situatedrother Member State or EEA
State and branches authorised to operate in Maligruthe Banking Act and whose
head office is situated outside other Member StatdsEA States; or (b) another credit
institution within the meaning of Article 101(2) tife Treaty that is subject to scrutiny
of a standard comparable to supervision by a caenpeithority;

- “EEA State” means a State which is a contractingyp# the agreement on the
European Economic Area signed at Oporto onMay, 1992 as amended by the
Protocol signed at Brussels onnlMarch, 1993 and as amended from time to time;
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- ‘“entity” means a credit institution or the Treasw¥ the Government of Malta as
referred to under paragraph 5 of the Directive;

- ‘“event of default” means any impending or existangent, listed in paragraph 5.1 of
CBM Directive No 8 on the Documentation on Monetdtglicy Instruments and
Procedures, the occurrence of which may threaterpénformance by an entity of its
obligations under this Directive and CBM Directid®. 6 on Harmonised Conditions
for Participation in TARGET2-Malta or any other eal applying to the relationship
between a credit institution and any of the membétse European System of Central
Banks;

- “insolvency” proceedings” means insolvency procegdiwithin the meaning of CBM
Directive 2 on Payment and Securities Settlemestedys;

- ‘“intraday credit” means credit extended for a pa&ad less than one business day;

- “marginal lending facility” means a Eurosystem sliawg facility which counterparties
may use to receive overnight credit from a natioreitral bank (NCB) at the pre-
specified marginal lending rate;

- “marginal lending rate” means the interest rateliagpble to the marginal lending
facility;

- “Member State” means a State which is a membdreEuropean Union;

- ‘“pledge agreement” means the agreement signedigplel credit institutions under
Directive No 8 on the Documentation on Monetaryi@3oinstruments and Procedures;

- “PM account” has the same meaning as defined in Ciidctive No 6 on Harmonised
Conditions for Participation in TARGET2-Malta.
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ELIGIBLE ENTITIES

4,

The CBM shall provide intraday credit to theited referred to in paragraph 5 and
which have an account with the CBM. However, noaiday credit may be granted to a

credit institution or equivalent established incaittry other than Malta.
Intraday credit may only be granted to the folly entities:

(@) creditinstitutions that are eligible countatpes for Eurosystem monetary policy

operations and have access to the marginal leridailiy:;

(b) credit institutions that are not eligible coemparties for Eurosystem monetary
policy operations and/or do not have access toduginal lending facility;

(c) the Treasury of the Government of Malta.

ELIGIBLE COLLATERAL

6.

Intraday credit shall be based on eligible ¢eftild and granted by means of
collateralised intraday overdrafts on the basisttd pledge agreement concluded
between the CBM and the entity. Eligible collatesdiall consist of the same
marketable and non-marketable assets as eligibleEfmosystem monetary policy
operations, and shall be subject to the same vafuahd risk control rules as those laid
down in Annex | to Guideline ECB/2000/7, as amendi®dn time to time by the

Governing Council of the European Central Bankghefter “the ECB”).

Debt instruments issued or guaranteed by thigyeot by any other third party with
which the entity has close links, may only be ategpas eligible collateral in the
situations laid down in Section 6.2 of Annex | tai@line ECB/2000/7.

CREDIT EXTENSION PROCEDURE

8.

10.

Access to intraday credit may only be grantedwsiness days or on those other days
which the CBM may consider to be business days waich days will be
communicated by the CBM to the eligible entities.

Intraday credit shall be provided free of ingtre

(a) For the entities mentioned in paragraph), S(traday credit shall be limited to the
day in question and no extension to overnight ¢isthll be possible.

(b) In accordance with article 101 of the Treaty, tH@MCshall not grant overnight

credit to the entities mentioned in paragraph 5(c).
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11. The failure by an entity referred to in parggr®(a) to reimburse the intraday credit at
the end of the day shall automatically be consifler® a request by such entity for
recourse to the marginal lending facility.

12. The failure by an entity referred to in pargyr&d(b) to reimburse the intraday credit at
the end of the day for whatever reason shall retitirentity liable to the following
penalties:

(a) if the entity in question has a debit balanndats account at the end of the day
for the first time within any twelve-month periothen this entity shall incur
penalty interest calculated at a rate of five petage points above the marginal
lending rate on the amount of such debit balance;

(b) if the entity in question has a debit balanoeite account at the end of the day
for at least the second time within the same twehomth period, then the
penalty interest mentioned in subparagraph (a) slealncreased by two and a
half (2.5) percentage points for each time addiicm the first that a debit
position has occurred within this twelve-month pdri

SUSPENSION OR TERMINATION OF INTRADAY CREDIT

13. The CBM shall suspend or terminate accessttaday credit if an event of default or
one of the following events occurs:

(&) the account of the entity with the CBM is susged or closed,;

(b) the entity concerned ceases to meet any ofctdmelitions laid down in this
Directive for the provision of intraday credit.

14. Where the CBM suspends or terminates a Eumsystonetary policy counterparty’s
access to intraday credit, such suspension or netran shall not take effect until the
ECB has approved it.

15. Notwithstanding the provisions of paragraphif4jrgent circumstances the CBM may
suspend a Eurosystem monetary policy counterpadgtess to intraday credit with
immediate effect. In such cases the CBM shall imatety notify the ECB thereof in
writing. The ECB shall have the power to reverse @BM'’s action. However, if the
ECB does not send the CBM notice of such reverstlinvten business days of the
ECB'’s receipt of notification, the ECB shall be des to have approved the CBM's
action.
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AMENDMENT PROCEDURE

16. The CBM may at any time unilaterally amend tBisective. Amendments to this
Directive shall be announced by means of publistongthe website of the CBM.
Amendments shall be deemed to have been acceptessan entity expressly objects
within fourteen (14) days of being informed of summendments. An objection can
only be made on a question of law or principle th@ event that an entity objects to the
amendment, the CBM may, until the matter is reshhaispend access to intraday

credit by that entity.

ENTRY INTO EFFECT
17. This Directive entered into force on 1 Janz98.
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