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The banking system in any country serves as the engine of development by pooling financial resources from surplus economic units and channels them to deficit economic units. For this reason, the banking sector has important public policy implications. Hence stability and development of the banking sector are of paramount importance.

Trends show that financial markets in developing economies have gone through change owing to the adoption of financial liberalization, innovation and information technology, on one hand, and globalization on the other. In Malawi, reforms in the financial sector date back to late 1980s and focused on expansion and competition in the financial sector. Recently, Legislations governing financial Institutions were revised and this resulted in the enactment of the Banking Act 2010 and the Financial Services Act 2010.  The revision of these Acts has strengthened the Reserve Bank’s mandate to supervise the banking industry as these Acts will allow, among other things, easy entry of new banking institutions into the financial sector and give the Reserve Bank greater independence in the formulation of monetary policy. 

The Government of Malawi and the Reserve Bank of Malawi are committed to developing and nurturing an efficient and competitive banking sector. As Governor of the Reserve Bank, I wish to encourage investment in the financial sector so as to foster socio-economic development in Malawi. This Booklet is intended to increase awareness of investment opportunities in the banking sector and to provide assistance to potential investors.

Dr Perks Ligoya
GOVERNOR

RESERVE BANK OF MALAWI

Cognizant of the growing need for information by both local and foreign prospective investors, this Booklet is compiled to provide relevant information and guide to prospective investors wishing to invest in the Malawi’s banking sector either through establishment of a new bank/leasing company/discount house or acquisition/merger of existing bank/leasing company/discount house. The Booklet does not cover other financial institutions. However, Investors wishing to explore opportunities in Capital markets and Stock Brokers should contact Director, Capital Markets and Microfinance Supervision and while for those interest in Insurance Companies or Pension Funds should contact Director, Pensions and Insurance, Reserve Bank of Malawi, P.O. Box 565, Blantyre.

This Booklet is organized as follows: Part 1 briefly describe the Malawi economy, Part 2 provides an overview of Malawi’s banking industry, and Part 4 is a description of the regulatory framework. A prescribed format of the banking application form is also attached to this Booklet.

The major objective of the division is to ensure that supervisory functions to financial institutions are carried out with the view to achieving;

a) The safety and soundness of prudentially regulated financial Institutions;

b) The highest standards of conduct of business by financial institutions;

c) The fairness, efficiency and orderliness of the financial sector;

d) The stability of the financial system; and

e) The reduction and deterrence of financial crime in financial institutions

Any additional information or clarifications on this booklet or banking sector may be obtained from the Director, Bank Supervision Department, Reserve Bank of Malawi, P.O. Box 565, Blantyre Malawi. Telephone: (265) 1 820 299/444 or Fax: (265) 1 821 311.
Noel L Mkulichi
DIRECTOR, BANK  SUPERVISION 
1.1 Geographical Location
Malawi is a landlocked country situated in the hinterland of Southern Africa and shares borders with Mozambique, Tanzania and Zambia. The Shire Zambezi inland waterway project is a step in the direction of opening up this land lockedness with the view to help reducing transportation costs that constitute a greater proportion of all trade costs. The country’s total area is about 118,000 square kilometers of which 20.0 percent is covered with water, mainly Lake Malawi. This lake is a source of food, caters for the tourism industry and forms part of the internal transport network. The population is estimated at about 13.0 million.

Malawi has four main urban centers; Mzuzu in the north, Lilongwe in the center, Blantyre in the south and Zomba which lies about 70 kilometers to the north-east of Blantyre. Lilongwe is the capital city with a population of about 669,201 million while Blantyre is the largest commercial and financial center with a population of about 661,444 million. All the centers have good road communication network that links them.

1.2 The Economy
Agriculture forms back bone of Malawi’s economy and supports about 85.0 percent of the population. As at end 2010, the sector contributed about 59.0 per cent of Gross Domestic Product (GDP). The major cash crops are tobacco, tea, sugar and cotton, while the major staple food crops are maize, rice, beans, groundnuts and cassava. 
Commerce, distribution and manufacturing sectors are mostly involved in handling and processing of agricultural inputs and outputs. Large-scale manufacturing enterprises not connected with agriculture are few, and there is over-dependence on imported industrial inputs and capital goods.

Recently, the country has diversified into exploitation of its mineral endowment which was previously untapped. The country also has proven coal reserves of over 1 billion tonnes. Significant coal volumes are mined at Kaziwziwi mine in Rumphi district while uranium deposits were also identified at Kayelekera in Karonga district whose mining commenced in 2008. Meanwhile various gemstones which include aquamarine, sapphires and rubies continue to be mined on a small scale.

1.3 The People

The majority of the people comprise the Tumbuka in the north, the Chewa in the center and the Yao and Lomwe in the south. In the urban areas, Chichewa is the main medium of communication. English is the official government and business communication language. Other ethnic groups speak their own language but have a good command and understanding of Chichewa.

1.4 Communication
Kamuzu International Airport (KIA) in the Capital City is Malawi's air transportation hub, capable of handling large commercial jets. Airlines operating to and from KIA include:  Ethiopian Airlines, Kenya Airways, South African Airways, and Air Zimbabwe. The national carrier, Air Malawi, also has extensive domestic and regional connections. All weather, tarmac roads connect with Mozambique, Zambia and Tanzania. Two rail lines connect Malawi to the Mozambique ports of Beira and Nacala. The water transport system on Lake Malawi complement the overall transport network of the country. Recently, Nsanje Inland Port along the Shire River was inaugurated. It is expected that the waterway will provide a cheap and short access to the Indian Ocean ports in Mozambique. Currently, Malawi uses the Beira Port and a return trip is about 1,700km.
Malawi has a good telecommunication system operated by several providers. Malawi Telecommunications Limited’s services include subscriber direct dialing and operator-assisted dialing services through wire and cordless telephones. Other available services are internet, telex, telefax, telephone/telegram private wire and data transmission. Access Telecomunications Limited is another provider that provides wireless and cordless telephones and internet access. The country also enjoys the services of two licensed cellular phone providers, TNM Limited and Airtel Malawi which also provide internet access. In addition to that, we have internet services providers eg Globe, Skyband, Malawi Net and Burco.  It also boasts of a television system besides satellite television services.
1.5 National Priorities

Malawi’s national priorities are spelt out in the Malawi Growth and Development Strategy (MGDS) document and include education, health, social welfare, irrigation and infrastructure development. A copy of the MGDS document can be obtained on request from Ministry of Development Planning and Cooperation, P.O. Box 30136, Lilongwe 3 or downloaded from the following link: http://www.malawi.gov.mw.
1.6 Business Hours

Private Sector

· Monday – Friday:
8 AM – 5 PM

· Saturday and Sunday: Closed

Banks

· Monday – Friday:
8 AM – 3 PM

· Saturday: 9AM – 11 AM

· Sundays: Closed
However, ATM facilities, mobile and internet services assures that services can be accessed around the clock.
Government Offices

· Monday – Friday:
7.30 AM – 5 PM

· Saturday and Sundays: Closed

1.6 Economic Performance since 2008
The economy grew by 9.8 percent in 2008, 7.7 percent in 2009 and 6.7 percent in 2010. The strong performance in the economy has mainly emanated from the agricultural sector following good rains coupled with the government’s fertilizer subsidy programme. During the same year, there was an expansion in information and communications services as a result of the ongoing development in mobile services. The economy was however affected by the scarcity of forex from 2009. This had a major impact in the production industry as the country imports most of its raw materials. Power outage and water problems are also affected the performance of the private sector. Despite the decline in 2010, the economy benefited from the growth in the mining and quarrying sector due to the increase in production at Kayelekera Uranium Mine.
Malawi’s main trading partners are South Africa, United States, European Union, Egypt, Zimbabwe, Zambia and Mainland China.
Looking forward, to the Green Belt Initiative (a nationwide irrigation project) which is going to make use of our lake and rivers to irrigate land along the shores. This it is anticipated, will boost the agricultural sector as up to 20 kilometers of land from the shores will be covered, growing crops both for local consumption and also for export.

The banking sector in Malawi is made up of the Reserve Bank of Malawi, 11 commercial banks, one leasing company and two discount houses. Compared to countries within the region, Malawi’s banking industry is small yet growing in terms of product range and coverage. The industry is currently dominated by three large banks that own about 70.0 per cent of the total banking assets and deposits.
2.10 The Reserve Bank of Malawi
Malawi's Central Bank was established in 1965 under an Act of Parliament. It is responsible for ensuring monetary stability, maintaining a sound financial system and managing foreign exchange. The Reserve Bank is the regulatory and supervisory authority of all banks and other financial institutions. The Reserve Bank handles and processes all applications from prospective investors wishing to establish a bank in Malawi. 
2.11 Commercial Banks
Currently, there are eleven (11) licensed commercial banks which provide a wide range of commercial banking services including acceptance of deposits in the form of demand, savings and time; foreign exchange services, provision of short and medium term credit facilities and financing of international trade. Details of each licensed institutions are as follows:
(i)
The National Bank of Malawi was incorporated in 1971, but licensed under the Banking Act (1989) in September 1990. As at end 2010, it operated 11 branches and 14 agencies. 

(ii)
The Standard Bank Malawi is a subsidiary of Standard Bank Group, South Africa. Previously known as Commercial Bank of Malawi, was licensed under the Banking Act (1989) in September 1990, although it had been in existence prior to 1990. As at end 2010, the bank operated 8 branches and 13 agencies.
(iii)
Indebank Malawi Limited was licensed as a commercial bank in May 2001 following merger of Investment and Development Bank of Malawi and Indefinance. It operated 5 branches and 4 agencies as at end 2010. 

(iv)
First Merchant Bank Limited was granted a banking license in July 1994. The bank had 7 branches and 15 agencies as at end 2010.
(v)
Ecobank Malawi Limited (previously known as Loita Bank) was granted a banking license in March 2008 following acquisition of majority shareholding by Ecobank Transnational Incorporated (ETI). It operated 6 branches as at end 2010.

(vi)
Nedbank Malawi Ltd, a subsidiary of the Nedbank Group, South Africa, was granted a banking license on December 2002. As at end 2010, it operated 4 branches and 1 Agency
(vii)
Opportunity International Bank Malawi Ltd (OIBM) was granted a banking license in March 2002. As at end 2010, the bank had 3 branches and 22 agencies.
(viii)
NBS Bank, formerly New Building Society, was granted a banking license in March 2004. As at end 2010, the bank operated 13 branches and 24 agencies.
(ix)
Malawi Savings Bank, a wholly owned government bank was licensed in March 1995. As at end 2010, it operated 6 branches and 40 agencies.

(x)
FDH Bank was granted a banking license in January 2008 and operated 6 branches and 2 Agencies as at end 2010.
(xi)
International Commercial Bank (ICB) was granted a banking license in February 2008 and operated 3 branches as at end 2010.
2.12 Leasing Company

Leasing and Finance Company is the only leasing company in Malawi and provides asset financing services to companies and households wishing to purchase motor vehicles, machinery or other capital goods. It was licensed under the Banking Act (1989) in September 1990. It is wholly owned by First Merchant Bank. 

2.13 Discount Houses

There are two discount houses; Continental Discount House (CDH) Limited and First Discount House (CDH) Limited. These help provide liquidity to the secondary market for government bills and registered stocks by accepting to purchase (sell) these financial instruments from (to) the general public. CDH was licensed under the Banking Act (1989) in March 1998 while FDH was licensed in July 2001.

2.14 The Money Market
Malawi’s money market includes all the 11 commercial banks, 2 discount houses, and 1 leasing company. Other players include financial firms dealing in specialist services and a few privately managed pension funds. Currently there are two major pension funds management companies namely, NICO Life and Old Mutual. The major products traded on the money market are government papers i.e Treasury and RBM Bills. Primary trades are carried out on behalf of clients by Stockbrokers Malawi Ltd, discount houses, CDH Stockbrokers, FDH Stockbrokers and African Alliance Limited.
The major financial instruments commonly issued/traded in the market are summarized in Table 1 below.
Table 1: Major financial instruments traded in the market

	Financial Instrument
	 Features

	Callable Deposits
	Funds deposited at an agreed interest rate but can be withdrawn at any point in time.



	Fixed Deposits/Certificate of Deposit
	Funds deposited for an agreed period of time at an agreed interest rate.



	Treasury Bills
	Short dated paper issued by the Reserve Bank of Malawi on behalf of Malawi Government currently in maturities of 91, 182 and 273 days issued for deficit financing.



	RBM bills
	Short dated paper issued by the Reserve Bank of Malawi currently in maturities of 63 and 91 days issued for monetary policy purposes.



	Repurchase Agreements (Repo)
	Basically a collateralized loan, the collateral usually being high quality liquid security e.g. bills. The transaction is set up so that the security is sold and then repurchased. The key is that the lender is in possession of the collateral in the event of the default on behalf of the borrower.



	Commercial Paper
	Short term or long term paper issued by a corporate to raise finance directly from other corporates but its subject to Reserve Bank of Malawi approval.



2.15 The Interbank Market

Participation on the interbank market is for all commercial banks and discount houses. Duration of deals varies from overnight to seven days. Money can also be placed at call (withdrawals at unspecified notice). The interbank market is generally active, turnover in 2010 was around K638 billion whilst total borrowings from the discount window was K430 billion. Banks borrow from the Reserve Bank only when there is an aggregate shortage of reserves but otherwise any bank with a temporary shortage can borrow from the market at a lower rate.
2.16 The Foreign Exchange Market
The foreign exchange market in Malawi was enhanced by floatation of the local unit, the Malawi Kwacha, in February, 1994, entailing the removal of some exchange control regulations, the introduction of Foreign Currency Denominated Accounts (FCDAs) and later the introduction of Foreign Exchange Bureaux. The concept of foreign exchange in Malawi is largely associated with the United States dollar. The US dollar illusion in the local foreign exchange market is very profound and the basic reason behind is that although Malawi trades with many countries, a greater part of Malawi’s trade with the rest of the world is denominated in US dollars. Subsequently, the US dollar has been assigned a number of functions – e.g. the RBM uses the US dollar as its intervention currency and export prices at the tobacco auction floors are quoted in US dollars.
The foreign exchange flows in Malawi follow a seasonal pattern. During the peak period which is the harvest period between April and September, there is usually a significant supply of foreign exchange from exporters of agricultural products, especiall tobacco. On the other hand, during the the lean period outside the agricultural harvest season between September and March, the Reserve Bank of Malawi is usually the sole supplier of foreign exchange. In this period the main source of foreign exchange is doner inflows that are channeled to RBM. However, all commercial banks with Authorized Dealer Bank (ADB) status are permitted to transact in foreign exchange with the public. Other than ADBs, there are foreign exchange bureaus that also transact with the general public in foreign currency.
2.18 Balance Sheet Structure of the Banking Industry
The Reserve Bank receives information through ‘Reports of Condition for Banking Institutions’ from all licensed institutions. The information from individual banks is aggregated to extract statistics relating to the banking sector as a whole.

The banking sector aggregate balance sheet amounted to K282.4 billion excluding off balance sheet items of K25.0 billion as at 31st December 2010 representing a 21.6 per cent increase from K232.2 billion reported as at end December 2009.  

The composition of the total banks’ balance sheet reflects key sources and application of funds. It also gives an indication as to the impact of any changes on the risk profile of the bank. As at end December 2010, the aggregate balance sheet of the banking sector comprised the following:

· Cash and due from banks and balances with Reserve Bank constituted 3.7 per cent of total assets and grew by 14.3 per cent from K9.2 billion in December 2009 to K10.5 billion in December 2010;
· Loans and advances constituted 53.5 per cent of total assets and grew by 32.0 per cent from K114.3 billion to K151.0 billion;
· Securities and investments constituted 18.5 per cent and decreased by 1.4 per cent from K53.2 billion to K52.4 billion;
· Deposits increased by 22.4 per cent from K168.5 billion to K206.3 billion, and 

· Capital and reserves increased by 23.6 per cent from K36.5 billion to K45.1 billion.

The graph below illustrates balance sheet growth on quarter end basis from March 2009.
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2.19 Financial Performance of the Banking Sector in 2010

Key financial performance indicators include capital adequacy, asset quality, profitability and liquidity. 
Capital provides a cushion for losses that would otherwise have to be borne by depositors. Although the banks require capital for this purpose, capital is no guarantee against any failure of a bank that is badly managed. A bank needs management and then capital since no amount of capital will prevent a badly managed bank from failing. The Reserve Bank of Malawi follows an internationally recognized capital requirement for banking institutions. Banks capital is categorized into core capital comprising: paid up capital, retained profits, current year profits and share premiums, and total capital which include core capital plus revaluation and other statutory reserves. Banks are required to maintain at any time a minimum core capital to risk based assets ratio of 6.0 per cent and a total capital to risk based assets ratio of 10.0 per cent. Depending on the risk profile of a bank, the Reserve Bank may require that higher capital ratios be maintained. All banks are currently regulated under Basel 1; however preparations for Basel II are at an advanced stage.
As at end December 2010, core capital and total capital for the entire banking industry amounted to K31.5 billion and K41.2 billion, representing a 23.7 per cent increase and a 30.4 per cent increase respectively. Average aggregate core capital ratio was at 15.6 percent in December 2010 down from 16.7 percent in December 2009 whilst total capital was at 20.3 percent in December 2010 down from 21.2 percent in December 2009. On the other hand, risk based assets increased by 32.7 per cent, from K152.7 billion to K202.6 billion over the same period, hence the decrease in the capital ratios. Overall, the banking sector remained well capitalized. As depicted in Table 3 below, the average industry ratios for core and total capital have remained well above the minimum recommended regulatory standards of 6 percent and 10 percent, respectively since 2006.
Asset quality of the banking sector is measured by the quality of the loan portfolio and the level of non-performing advances. Loans and advances form a major portion of the asset structure of Malawian banks and present the greatest credit risk and therefore a potential loss exposure to banks. The Reserve Bank of Malawi uses the Asset Classification Directive, Directive on Related Parties and Directive on Large Exposures as major tools for assessing asset quality of banking institutions. In addition, Credit Risk Guidelines and Foreign Currency Lending Ratio Directive are used in the assessment. 
Total non-performing loans of the banking industry increased by 63.1 per cent from K3.6 billion in 2009 to K5.9 billion in 2010. As at end December 2010 the ratio of non-performing loans to gross loans increased to 3.9 per cent while that of specific provisions to non-performing loans was 31.5 per cent. Trend in key asset quality ratios for the banking sector since 2006 are summarized in table 3 below.
In terms of profitability, the banking sector collectively recorded net income of K11.4 billion in 2010 from K10.9 billion in 2009, representing a growth rate of 4.9 per cent. A major proportion of the banks income emanated from loans and advances and foreign exchange transactions. The returns on average assets and average equity were 4.2 percent and 29.4 percent, respectively. As can be seen from Table 3 below, overall the banking sector has been profitable throughout the years since 2006.
The Reserve Bank requires banking institutions to maintain adequate liquidity at all times. A bank that has adequate liquidity is able to fund its obligations such as deposit withdrawals and liabilities maturing in the normal course of business at reasonable cost. Inadequate liquidity may lead to failure by a bank to settle its maturing obligations leading to loss of public confidence. 

As at December 2010, total liquid assets held by the banks amounted to K89.2 billion from K83.9 billion registered in the previous year. Liquid assets constituted 43.2 per cent of total deposits. The ratio of liquid assets to total deposits is one of the ratios that are used to measure a bank’s ability to fund maturing obligations as they fall due. The regulatory minimum for this ratio in Malawi is 30.0 percent. Banks have generally been liquid over the past five years although the ratio has shown a declining trend as banks have leaned more towards financial intermediation (i.e. lending) in light of falling yields on treasury bills which constitute a high percentage of total liquid assets.
Table 3: Key financial performance indicators from 2006
	Indicator
	Regulatory Minimum
	2006
	2007
	2008
	2009
	2010

	Capital Ratios: 

i. Core

ii Total
	6%

10%
	17.7

21.8
	15.5

19.6
	17.2

22.0
	17.0

21.5
	15.6

20.3

	Asset Quality Ratios

(i) Specific Provisions/ non performing assets
(ii).Non performing/Total Loans
	N/A
	47.6
5.0
	52.7
3.4
	43.3
3.2
	42.4
3.2
	31.5
3.9

	Profitability: 

i. Return on average assets

ii Return on average equity

iii. Net Interest Margin
	N/A

N/A
N/A


	4.2

36.0
13.7

	4.9

39.9
13.9

	4.8

43.6
12.0


	4.9

35.7

13.0
	4.2

29.4

12.9

	Liquidity: 

Liquid assets to Deposits and short term liabilities

Loans to Deposit ratio
	30%

N/A
	55.9

62.0
	56.5

59.5
	53.6

62.1
	48.0

67.6
	40.7

73.2


2.2 Opportunities in Malawi’s Banking Industry

The current macroeconomic environment includes relatively low interest rates, stable foreign exchange and inflation rates, an expanding agricultural base and a growing small and medium enterprise sector. A significant proportion of the country’s population is unbanked. These present investor opportunities for people desiring to establish a commercial bank in Malawi. Also, the impetus that the economic growth prospects have created for Small and Medium Enterprises (SME) and also the growing need for financing major infrastructure projects provide scope for investment and development banking.

 In addition, based on merit and case by case assessment, the following incentives may be offered to prospective investors wishing to establish a new bank:
· Negotiated period for amortizing pre establishment expenses
· Relaxed liquidity reserve requirement for specific period to allow build up of an adequate deposit base
· Reasonable access to employment permits for strategic employees brought in by investors
· Externalization of dividends; and
· Relaxed, but risk based premises requirements for rural outlets/agencies 

Areas of interest that prospective investors may wish to consider include the following:

· Commercial/retail banking
· Merchant/wholesale banking
· Savings/thrift banking
· Mortgage banking
· Export-Import/trade financing
· Leasing/financing company
· Foreign exchange dealer/broker
· Microfinance/community banking
· Investment and Development banking
· Venture capital financing
Prospective investors have the option of setting up a new bank/financial institution or acquiring (in full or part) an existing bank or financial institution; through merger or acquisition.
2.3 Challenges Facing the Banking Industry

As is the case in most countries, banks in Malawi have to compete for the same business to same customers. This calls for continued innovation and creativity on the part of bank Management. The increased economic activities however are expected to create additional need for more banking products and services.

The following constitute specific challenges of commercial banks in Malawi:

· To build up their capital reserves to levels that reflect their risk taking appetite and accommodate large deals without violating the concentration limit;
· To come up with rural access strategies for tapping resources from currently unbanked rural masses as a way of transmitting resources into areas of national development;. 
· To enhance and sustain capacity to implement Basel II.
· To contribute towards government agenda of financial inclusion through opening of rural branches/agencies that may not necessarily be of substantive economic value

· Scarcity of foreign exchange
3.1 REGULATORY REQUIREMENTS
The necessary regulatory requirements are contained in the following documents that are available on request from Director, Bank Supervision, Reserve Bank of Malawi, P.O. Box 565, Blantyre or downloaded from: http://www.rbm.mw.

· Banking Act, 2010
· Financial Services Act, 2010
· Credit Reference Bureau Act, 2009
· Reserve Bank of Malawi Act, 2010
· Various Directives

· New Bank License Application Forms

· Guidelines on Mergers and Acquisitions

· Risk Management Guidelines 
· Corporate Governance Guidelines 

· Regulations on Credit Reference Bureaus

· Application Forms for Credit Reference Bureaus

3.2 Process to be followed to obtain Regulatory Approval

The process to be followed in order to meet regulatory approvals will depend on the prospective investor’s preferred access strategy i.e whether through an acquisition or outright establishment of a new bank.

3.3 Establishment of a new bank
3.3.1 Application Form

Application for a banking license should be submitted to The Registrar, Reserve Bank of Malawi. The application forms may be obtained from the Director, Bank Supervision Department or downloaded from: http://www.rbm.mw
3.3.2 Application Filing Fee
Each application for a banking license must be submitted together with a non-refundable application fee in form of a certified cheque in the amount of Malawi Kwacha equivalent of US$5,000 payable to the Reserve Bank of Malawi. 
3.3.3 Information Requirements

An application for a banking license should include the following:

· Completed application forms.
· An application filing fee.
· Certificate of Incorporation of the proposed bank or financial institution.
· Memorandum and Articles of Association (duly stamped by the Registrar of Companies) of the proposed bank or financial institution.
· Audited accounts of the proposed shareholders for the past three years (for institutional controlling shareholders). For individual shareholders, a certified copy of assets and liabilities of such individuals.
· In case of institutional controlling shareholders, Board resolution authorizing establishment of a new bank.
· In case of parent shareholder being a regulated bank or financial institution, approval letters from the regulator(s) confirming the financial strength of the parent bank or financial institution.
· A Business Plan (including organizational structure) covering the first three to five years of operation of the proposed institution.
· Curriculum Vitae of all proposed directors and executive officers.
· Copies of draft management/technical agreements, if applicable.
Full application requirements are contained in the Application Forms attached to this Booklet. All information must be submitted to avoid delay in processing the application. The Reserve Bank of Malawi will not process an application with incomplete information. 
3.3.4 Assessment of Bank License Application

In assessing an application, the Reserve Bank takes into account all the above listed information as well as the requirements stipulated under Section 7 of the Banking Act 2010 and Section 23 of the Financial Services Act 2010. A banking license shall not be granted unless:
· The proposed institution is incorporated as a company under the Company’s Act.
· The proposed bank will be managed by at least two persons as executive officers, and,
· The proposed institution demonstrates that it will be adequately capitalized at all times and meets the minimum start up capital requirements of Malawi Kwacha equivalent of US$5.0 million for a bank, and US$1.5 million for a leasing company or discount house. Use of borrowed funds as start up capital to be invested is discouraged.
When an application form and all supporting information are received by the Reserve Bank, a review is made to ensure that the necessary information has been adequately provided. In the event of inadequate information, the applicant is informed in writing to provide the missing details. When all the necessary information and data have been furnished, a detailed analysis is conducted and a recommendation is made to the Registrar of Financial Institutions. The decision to grant or refuse a license is communicated to the applicant in writing by the Reserve Bank within 90 days after receipt of a complete application or where further information has been required, after receipt of the last of such further information. When deemed necessary, the Registrar may issue a banking license with conditions.

3.3.5 Commencement of Business
Once a license has been granted, the institution must find suitable premises for its banking operations. The premises are subject to inspection and approval by the Reserve Bank of Malawi before opening for business to the public to ensure that appropriate security and operational infrastructure are in place. The Registrar may revoke the license if the proposed bank or financial institution fails to commence business within a period of twelve months following the granting of the license.
3.3.6 Post License Requirements
Once a license has been granted a premises inspection will be conducted by the Reserve Bank prior to opening the institution to the public.  A Premises Inspection Certificate will then be issued upon satisfaction that the banking premises and security facilities meet minimum required standards for conducting banking business.
3.4
Acquisition or Merger with an existing banking institution
Should a prospective investor opt to acquire or merge with an existing bank, separate requirements are contained in the Guidelines on Mergers and Acquisitions document which can also be accessed through the RBM website or requested from Director, Bank Supervision.
3.5 Re- Application

In the event that an application is rejected, the applicant may resubmit the application for reconsideration. The re-submission should contain significant facts, developments or circumstances not previously considered by the bank.

4.0 SUMMARY
The preceding discussion alludes to the fact that the financial sector in Malawi is still fairly small and opportunities are still available. The initial step for establishing a bank in Malawi is to contact the Reserve Bank of Malawi. This Booklet is provided as a source of information and direction for making an application. The applicant must ensure that all the application forms (sample forms attached) are duly completed and supported with information as required. When submitting the completed application forms, an applicant is required to pay a license processing fee amounting to the Malawi Kwacha equivalent of US$5,000. If certain areas are not clear or assistance is needed, applicants should contact the Reserve Bank or seek professional advice from an accountant or attorney. Sometimes issues can be resolved over the telephone or a meeting can be arranged with staff of the Reserve Bank to discuss the proposal. Information submitted with the application forms is essential to the Reserve Bank's review of the application; therefore, care should be taken so that it is thorough and complete.

Appendix 1: APPLICATION FOR BANKING LICENCE

Pursuant to Section 4, Banking Act 2010 and Section 21, Financial Services Act, 2010
GENERAL INSTRUCTIONS

This application for a banking license is divided into three sections, each pertaining to different aspects of the proposed bank or financial institution. Information is requested about the:


I.
Proposed Bank or Financial Institution (Bank)


II.
Directors, Executive Officers and Principal Shareholders


III.
Institutional Controlling Shareholders (ICS's)

When completing this application and the supporting attachments, applicants should be guided by the following requirements: 

. 
Principal Shareholder. means a person who holds (directly or indirectly):  (1) Ten percent (10%) or more of either the equity or the voting rights of the licensed institution; or (2) Such other interest in the licensed institution that enables the person to exercise significant influence over its management or activity.

.
Institutional Controlling Shareholder (ICS). Any corporation, company or other form of organization which owns or controls 10% or more of either equity or voting rights of the proposed bank.

.
Response. All responses to questions and all attachments to the application must be typewritten. Do not leave any question blank or unanswered. If an appropriate answer is "No", "None", "Not Applicable", or "Not Known", so indicate. Inaccurate or incomplete information may result in delays in the processing of the application. Additional pages may be added if response space is inadequate. 

.
Filing Fee. A certified cheque in the amount of the Malawi Kwacha equivalent of US$5,000 payable to the "Reserve Bank of Malawi", must be included with the application. The fee covers the costs of the investigation and review of the application and is not refundable. The application will not be considered received and will not be processed until the filing fee and all supporting information are received. Failure to submit the required fee will result in rejection and return of the application.

Minimum Start-Up-Capital. The minimum start up capital for a new bank is the Malawi Kwacha equivalent of US$5.0 million, while that of a leasing company or discount house is Malawi Kwacha equivalent of US$1.5 million, converted at the exchange rate ruling at the time of remitting the capital funds. The capital must be registered with the Reserve Bank of Malawi and must be maintained in Malawi Kwacha.

Inquiries and Submission. Inquiries concerning the preparation, filling, and status of this application should be made to: The Director, Bank Supervision, Reserve Bank of Malawi, P.O. Box 565, Blantyre. Upon completion, one original and four (4) duplicate copies of the application and all attachments must be submitted to: The Registrar, Reserve Bank of Malawi, P.O. Box 30063, Capital City, Lilongwe 3, Malawi.
BSD-ABL-FORMS-95
SECTION I

PROPOSED BANK
This section requests information about the proposed bank. A complete Section I must be filled out and submitted.


1.
Name. Please state name of the proposed bank (corporate name to be used for the purpose of carrying on banking business).

___________________________________________________________________________


2.
Legal form. Indicate the legal form of the institution (e.g. private limited company, public, etc).

___________________________________________________________________________


3.
Incorporation. Date and place of incorporation.

___________________________________________________________________________


4.
Head Office. Proposed place of Head Office in Malawi.

___________________________________________________________________________


5.
Business Place. Proposed places of business in Malawi (branches, agencies etc).

___________________________________________________________________________


6.
Directors and Executive Officers. State the names, addresses and occupation of the individuals who will be directors of the proposed bank. (According to the Malawi Companies Act, 1984, the  minimum number of directors is three the majority of which must be resident in Malawi provided that they are not less than three). 

7.
Executive Officers. State the names and occupation of two executive officers identified for the proposed bank.

___________________________________________________________________________


8.
Capital Structure. Indicate the capital structure of the proposed bank.

Authorized capital 

K___________________________

Paid up capital  

K___________________________

Total authorized shares 
K___________________________

Total issued shares 

  ___________________________

Par value per share

K___________________________

___________________________________________________________________________


9.
Shareholder List. Provide a complete list of the initial shareholders of the proposed bank. Indicate the name of the shareholder, address and physical location, nationality, number of shares and percentage to be owned.  

___________________________________________________________________________


10.
Acquisition Debt. To what extent will borrowed or encumbered funds be used by the initial shareholders, either directly or indirectly, to purchase their shares?  Provide full details on the amounts, sources, collateral, and repayment terms for any such borrowed funds.

 ___________________________________________________________________________


11.
Banking Activities. What type of banking activities does the proposed bank plan to engage in?

        

Commercial/retail banking

        

Merchant/wholesale banking

        

Savings/thrift banking

        

Mortgage banking/building society

         

Investment/development banking

         

Export-import/trade financing

         

Leasing/financing company

         

Foreign exchange dealer/broker

         

Other (specify) __________________

___________________________________________________________________________


12.
Premises. Describe the premises and equipment to be utilized by the proposed bank, indicating whether owned or leased, costs of acquisition or lease payments, from whom purchased or leased, and how such premises and equipment were determined to be adequate.

___________________________________________________________________________


13.
Business Plan. Please provide a business/strategic plan for the proposed bank for a minimum of 3 years including the sources, nature and scale of business envisaged, balance sheet and profit and loss projections for each year and details of staffing and management.  Assumptions used in preparing the plan and the financial projections should be realistic and based on actual comparative data for the market to be served and the current economic environment. (see suggested format attached).

___________________________________________________________________________


14.
Memorandum and Articles of Association. Please provide copies of the draft Memorandum and Articles of Association of the proposed bank and if applicable its by-laws.


15.
Additional Information. Please provide any other information regarding the proposed bank which may assist the Reserve Bank in reaching a decision on the application.

___________________________________________________________________________

**************************
Business Plan

Introduction

Banks, like any organization, should have a business/strategic plan which sets forth the objectives and strategies of the board of directors.  The plan should provide basic priorities and guidance for internal management and should be approved by the board of directors.  The plan should not be a static document but should allow for change and flexibility as circumstances may require.  Changes in objectives or strategic goals should be approved by the board of directors and then incorporated into an amended plan.  The Reserve Bank will review an institution's business or strategic plan at periodic examinations or when other regulatory issues arise. 

Organizing groups applying for a banking license must submit for review a detailed business plan as part of the application process.  When establishing a branch or making a significant change in operations, an institution may also be requested to submit an amended business plan.  

A suggested format for preparing a business plan is attached; however, any alternative format may be used provided all pertinent information is included.  The plan should identify the proposed market(s) to be served, products and services to be offered, projected profitability, capital adequacy, and managerial resources and capabilities. The plan should include at least three years' operating projections and should contain sufficient information to demonstrate a reasonable likelihood of success.  Appendix A ("Business Plan Checklist") provides a list of factors which will be assessed and is enclosed for guidance.  

The Reserve Bank may request additional information depending on the adequacy of the original materials submitted and/or on the results of any review or examination. 
____________________________

Suggested Format

I.
Identifying Information.  

(a)
Name and location.  State the name and physical location of the proposed bank including location(s) of any branches. 

(b)
Corporate structure.  Describe and provide a diagram of the proposed bank’s corporate structure including any parent company, subsidiaries, or affiliated entities. 

(c)
Origin and basis.  Briefly discuss how the organizing group came together and the reasons for wanting to start a bank. 

II.
Market Analysis.

(a)
Market.  Identify the market(s) to be served by the proposed bank.

(b)
Economy.  Describe the economic characteristics of the target market(s).  Include any anticipated changes in the market, factors influencing such changes, and possible effect(s) on the proposed bank.


III.
Business Strategy and Objectives.

(a)
Services.  Briefly describe the services to be offered by the proposed bank.  Distinguish among depository services, credit services, fiduciary services, etc. 

(b)
Assumptions.  List major assumptions upon which projections are based.  Include, at a minimum: market growth rates, competition, interest rates, cost of funds, overhead, asset-liability mix, returns on assets and equity, dividends, and capital ratios (both leverage and risk based ratios). 

(c)
Pro forma statements.  Provide pro forma balance sheets and income (profit and loss) statements for three years.  Show expected asset-liability mixes, volume of each type of service to be offered, fixed asset investment, and compensation to be given to management and staff.

(d)
External audits.  Indicate the provisions made for an annual external audit as is required by the Banking Act. 
IV.
Leadership and Management. 

(a)
Officers and compensation.  Provide a list of officers showing the fees, salaries, and other forms of compensation or benefits to be given each individual. 

(b)
Insider agreements.  Describe any agreements for leases or services the institution intends to enter into with any of its directors, executive officers, or principal shareholders, or with any organization or affiliate controlled by a director, executive officer, or principal shareholder.  Provide copies of any such agreements including specific details of rates and terms and comparative market data upon which the rates and terms are based. 

V.
Capitalization and Additional Sources.

(a)
Capital plan.  Describe plans for financing growth, internally or externally, over the first three years of operation.
(b)
Additional capital sources.  Describe what sources of additional capital are available should the need arise.
Pro Forma Statements

1. Balance Sheet Projections

(K'000)





Year 1


Year 2


Year 3

Assets
Cash and Due From Banks
__________

__________

__________  

Investments and Securities
__________

__________

__________

Loans and Leases,

__________

__________

__________

Less: Allowances

(_________)

(__________)
 (__________)

Fixed Assets


__________

__________

__________

Other Assets 


__________

__________

__________



(list if over 10% of total)


Total Assets


               

               

               
Liabilities & Capital
Deposits:

i. Demand


__________

__________

__________

ii. Savings


__________

__________

__________

iii. Time


__________

__________

__________

iv. Forex


__________

__________

__________

Total Deposits


__________

__________

__________
Due to Other Banks

__________

__________

__________

Other Liabilities 

__________

__________

__________


(list if over 10% of total)

Total Liabilities



                

                

               




Pro Forma Statements

Capital:
i. Shares Paid up

__________

__________

__________

ii. Share Premium

__________

__________

__________

iii. Revaluation Reserves
__________

__________

__________

iv. Retained Earnings

__________

__________

__________ 

v. Year to Date Income
_
_________

__________

__________

    (after taxes and dividends)

Total Capital




               

               

               
Total Liabilities and Capital


               

               

               
_________________________________________________________________________________

Leverage Capital Ratio

             %

            %

            %  

Tier 1 Risk Based


             %

            %

            %
Capital Ratio

Total Risk Based


             %

            %

            %

  

Capital Ratio

Pro Forma Statements
2. Income & Expenses




Year 1


Year 2


Year 3

Interest Income:
i. Loans and Leases

__________

__________

__________

ii. Securities


__________

__________

__________

iii. Deposit Balances

__________

__________

__________

Total Interest Income

__________

__________

__________

Interest Expense:
i. Deposits


__________

__________

__________

ii. Borrowings


__________

__________

__________

Total Interest Expense

__________

__________

__________

Net Interest Income

__________

__________

__________ 

Provision for Loan and 
__________

__________

__________

Lease Losses

Non-Interest Income:
i. Service Charges and Fees

__________

__________

__________

ii. Forex Commissions


__________

__________

__________

iii. Other



__________

__________

__________

Total Non-Interest Income

__________

__________

__________


Non-Interest Expense:


i. Management Salaries

__________

__________

__________

   and Benefits

ii. Staff Salaries and 

__________

__________

__________

    Benefits

iii. Administrative Costs
__________

__________

__________

Pro Forma Statements

iv. Expenses of Premises 

__________

__________

__________ 

    and Fixed Assets

Total Non-Interest Expenses

__________

__________

__________ 

Net Income before Tax


__________

__________

__________ 

Less: Taxes



__________

__________

__________




Net Income after Tax


__________

__________

__________

Less: Dividends



__________


__________

__________

Other Adjustments


__________

__________

__________

Profit/Loss
  


               

               

               
Retained Earnings:

__________

__________
      __________

(Beginning of Period)

Retained Earnings:


               

               

               
(End of Period)

Appendix A: Assessment Factors

I. Identifying Information
· Name of proposed bank.

· Location of main office.

· Location(s) of any proposed branch (es).

· Name, address and physical location of parent company/shareholder.

· Name and address of subsidiaries, if applicable.

· Name and address of affiliated institution(s), if applicable.

· Explanation of genesis of the proposed bank and its organizing group.
 

· Reasons for wanting to start a new bank.

II. Market Analysis
· Target market(s) to be served.

· Supporting market research, such as target market, demographics, economics, and competition.

· Changes which may affect the selected market area(s).

· Possible impact on proposed new bank.

III. Business Strategy and Objectives
· Services and products to be provided are listed and adequately described.
· Strategies are consistent with stated objectives, and all assumptions are clearly stated.
· Profitability expectations and assumptions are reasonable and show that targeted market area(s) can reasonably produce 75 per cent of the business in light of the bank's resources and targeted consumer base.

· Pro forma balance sheet and income (profit and loss) statements are provided for three years.

· Consistence among strategic objectives, pro forma statements and market plans.

· Estimates and assumptions are reasonable and realistic given the local and financial markets.

· The asset-liabilities mix is discussed along with volumes of each type of service to be offered,, fixed asset investment, management fees, service contracts, and staff compensations.
· External independent audit program will be provided as required by the Banking Act.

IV. Leadership and Management
· List of all officials with duties and responsibilities adequately detailed.

· Fees, salaries, and other forms of compensation for directors and executive officers disclosed.

· Leasing transactions or service agreements which the proposed bank intends to enter into with an executive officer(s), director(s) or principal shareholder(s), or related interest thereof, are disclosed. Copies of such agreements must be provided with application.

V. Capitalization and Additional Sources
· Initial capitalization is adequate given targeted market area(s), strategies, and projected organizational expenses

· Proposed capitalization is adequate to ensure the maintenance of at least 10 per cent total capital ratio and 6 per cent tier 1 capital ratio.
· Capital sources, both for start-up and for subsequent growth, have been identified and are reasonable.
· Current and proposed debt has been disclosed and can be serviced without adversely affecting the
 institution. Individual shareholders should posses sufficient resources to service any debt without support from the institution.

SECTION II

INDIVIDUAL SHAREHOLDERS, DIRECTORS AND EXECUTIVE OFFICERS
This section requests biographical and financial information on individuals who are proposing to become principal shareholders, directors and executive officers of the proposed bank. A complete Section II must be filled out and submitted by each principal shareholder, director or executive officer.
1.
Name and Address. State your full name and address.
2.
Position. State the position and/or title you will hold in the proposed bank.

___________________________________________________________________________


3.
Nationality. State your nationality and passport number.

___________________________________________________________________________


4.
Birth-Date. State the date and place of birth.

5. Role, Responsibility, and Reporting. What role will you have in organizing and managing the affairs of the proposed bank? Indicate to whom you will report and/or from whom you will receive directions or instructions. If you will be an executive officer, describe the specific duties and responsibilities for the position(s) to be held. If you will be a director and will also have executive officer responsibilities within the proposed bank, indicate the nature and extent of such responsibilities.

___________________________________________________________________________

6. Qualifications. Provide your professional and educational qualifications, listing in reverse chronological order, i.e. most recent first.


Degree or Certificate

Issued By:

Date Received

_____________________________________________________________________


7.
Employment History. Provide the following information, in reverse chronological order, regarding your employment history and professional experience during the past 10 years.


(a) Name and address of employer


(b) Nature or type of business


(c) Title and duties/responsibilities


(d) Date employed


(e) Date and reason for leaving


____________________________________________________________________


8.
Affiliations. State the name of any other bank or financial institution with which you are now or will be affiliated as a director or executive officer.  Indicate your title or official capacity, duties/responsibilities in the other bank, and describe any relationship which now exists or will exist between the other institution and the proposed bank.


_____________________________________________________________________


9.
Shareholding. If you are now or ever have been a principal shareholder (owning 10% or more of equity or voting stock) of any other bank or financial institution, provide details thereof including any relationship which now exists or will exist between the other institution and the proposed bank.


_____________________________________________________________________


10.
Professional Membership. If you are now or will be a member of any professional or trade association concerned with banking or financial activities, in Malawi or elsewhere, provide details including whether such membership has ever been refused or terminated.


_____________________________________________________________________


 11.
Discipline. Have you ever been censured, prosecuted, warned as to conduct, disciplined, or publicly criticized by or made subject to a court order at the instigation of any governmental department or agency, professional association, or other regulatory body appointed under any Malawi enactment or the substantial equivalent thereof elsewhere?  If so provide details.


_____________________________________________________________________


12.
Convictions. Have you ever been convicted of any offence, or has a petition for an administrative order or the substantial equivalent thereof been served on you, in Malawi or elsewhere, within the last 10 years?  If so, provide details.


____________________________________________________________________


13.
Investigations. Have you ever been or are you now subject to an investigation in Malawi or elsewhere, by or at the instigation of any governmental department or agency, professional association, or other regulatory body?  If so, provide details.


14. Judgement. Have you within the last 10 years, failed to satisfy within one year a judgement of debt under a court order in Malawi or elsewhere?  If so, provide details.
15. Fraud. Have you ever been adjudged by a court, in Malawi or elsewhere, to be civilly liable for fraud, malfeasance, or any other misconduct?  If so, provide details.

_____________________________________________________________________


16.
Bankruptcy. Have you been adjudged bankrupt by a court, in Malawi or elsewhere, or has a bankruptcy petition ever been served on you within the last 10 years, have made any compromise arrangement or otherwise failed to satisfy your creditors in full within the last 10 years?  If so, provide details.



17.
Receivership. Has a receiver or an administrator of any of your property been appointed within the last 10 years in Malawi, or has the substantial equivalent of any such receiver been appointed in any other jurisdiction?  If so, provide details including whether the receiver or equivalent thereof is still acting under the appointment.



18
Winding-Up. Has any body corporate, partnership or unincorporated institution with which you were associated as a shareholder, director, or manager, in Malawi or elsewhere, been wound up, made subject to an administration order, otherwise made any compromise  or arrangement with its creditors or ceased trading either while you were associated with it or within one year after you ceased to be associated with it or has anything analogous to any of these events occurred under the laws of any other jurisdiction.  If so, give particulars.



19
How many shares of stock in the proposed bank are or will be registered in your name or in the name of a related party? State the name(s) in which the shares will be registered and the class of shares if other than common shares




20.
Beneficial Interest. How many shares of stock in the proposed bank, which are not registered in your name or in the name of a related party, will you have a beneficial interest in?  State the name(s) in which the shares will be registered and the nature of the beneficial interest.


_____________________________________________________________________


21. 
Trustee or Nominee. Will you or any party related to you hold shares in the proposed bank as a trustee or nominee?  If so, provide details.


_____________________________________________________________________


22.
Assignments or Pledges. Are, or will any of the shares described in response to Questions 19-21 be equitably or legally assigned or pledged to any other party?  If so, provide details.


___________________________________________________________________


23.
Voting Authority. What proportion of the voting power at any general meeting of the proposed bank, or of any other organization of which the proposed bank is a subsidiary, will you be entitled to vote or exercise control over?  Provide details of such voting authority or control.


______________________________________________________________


24.
Indirect Authority. If the exercise of voting power at any general meeting of the proposed bank, or of any other organization of which the proposed bank is a subsidiary, is or may be controlled or influenced by someone other than yourself, provide the identity of such other person and the proportion of voting power so controlled or  influenced.


_____________________________________________________________________


25.
Financial Data. Provide all such financial data that will reflect your assets and liabilities including bank accounts and information on other business run or owned by you.


_____________________________________________________________________

26.
Additional Information. Provide any other information regarding yourself which may assist the Reserve Bank in evaluating your acceptability as a director or executive officer of the proposed bank.

******************************

INDIVIDUAL FINANCIAL STATEMENTS
To be completed by each person who will be a principal shareholder.

__________________________________________________________________________________________

(Name and Address of Proposed Bank) 

__________________________________________________________________________________________

(Name and Title of Individual)

As of Date for Financial Statement:  __________________________________________________________

__________________________________________________________________________________________

BALANCE SHEET
Liabilities & Net Worth






Assets

Accounts Payable

________



Cash & Bank Balances
________

Notes Payable

________



Marketable Securities
________

Real Estate Mortgage
________



Other Securities

________

Payable







Accounts and Notes
________

Interest Due & Unpaid
________



Receivable - Good
Taxes Due & Unpaid

________


Accounts and Notes Receivable



Judgements- Doubtful

Other Liabilities (list)

________


Inventories 

________









Farm Products 

________









Equipment


________

Total Liabilities

________



Life Insurance

________









Real Estate 

________




________



Business Interests 

________









Other assets (list)

________

Net Worth
________




Total Assets

________

___________________________________________________________________________________________

I hereby certify that the information shown in this financial statement, including supplemental schedules, is true and correct to the best of my knowledge and that there are no misrepresentations or omissions of material facts.

Signature____________________________

Date      ____________________________

SECTION III

INSTITUTIONAL CONTROLLING SHAREHOLDERS
This section requests background and financial information on Institutional Controlling Shareholders (ICS's) of the proposed bank.  A complete Section III must be filled out and submitted for each ICS.

1.
Name and Address. State the name and address of the institution which is or will be an ICS of the proposed bank. If applicable, indicate any other corporate, business, or trade name used by the ICS.

___________________________________________________________________________

2.
Control. State the manner in which the ICS will exercise control or otherwise exert influence over the affairs of the proposed bank.

___________________________________________________________________________

3.
Legal Form. State the legal form of the ICS (eg private limited company, partnership etc).

4.
Incorporation. Date of incorporation or formation of ICS:____________________

5.
Officers and Principal Shareholders. Provide the following information for each director, executive officer, or principal shareholder of the ICS.

Name


Address

Title/Position

% of ICS






 in ICS                   shares owned 

____________
____________
_____________
_____________

____________
____________
_____________
_____________

____________
____________
_____________
_____________

____________
____________
_____________
_____________

____________
____________
_____________
_____________

____________
____________
_____________
_____________

____________
____________
_____________
_____________

___________________________________________________________________________

6.
Address. State the registered address of the ICS's headquarters and the principal place of business, if different from that shown in Question 1 above.

___________________________________________________________________________

7.
Auditors and Bankers. State the names and addresses of the ICS's auditors and primary bankers during the past 10 years.


8.
Affiliates. State the name, address, and type of business for any organization which is or will be in any way affiliated with the ICS.

___________________________________________________________________________

9.
Shareholding. If the ICS is now or ever has been a principal shareholder (owning 10% or more equity or voting stock) of any other bank or financial institution, provide details thereof including any relationship which now exists or will exist between the  other institution and the proposed bank.

___________________________________________________________________________

10.
Professional Membership. If the ICS is now or will be a member of any professional or trade association concerned with banking or financial activities, in Malawi or elsewhere, provide details including whether such membership has ever been refused or terminated.

___________________________________________________________________________

11.
Discipline. Has the ICS ever been censured, prosecuted, warned as to conduct, disciplined, or publicly criticized by, or made subject to a court order at the instigation of any governmental department or agency, professional association, or other regulatory body appointed under any Malawi enactment or the substantial equivalent thereof elsewhere?  If so, provide details.

___________________________________________________________________________

12.
Convictions. Has the ICS ever been convicted of any offence, or has a petition for an administrative order or the substantial equivalent thereof been served on the ICS, in Malawi or elsewhere, within the last 10 years?  If so, provide details.

___________________________________________________________________________

13.
Investigations. Has the ICS ever been or is it now subject to an investigation, in Malawi or elsewhere, by or at the instigation of any governmental department or agency, professional association, or other regulatory body?  If so, provide details.

___________________________________________________________________________

14.
Litigation. Is the ICS engaged or expecting to be engaged in litigation, in Malawi or elsewhere, which may have a material effect on its resources or ability to financially support the proposed bank?  If so, provide details.

___________________________________________________________________________

15.
Judgements. Has the ICS, within the last 10 years, failed to satisfy within one year a judgement of debt under a court order in Malawi or elsewhere?  If so, provide details.

___________________________________________________________________________

16.
Fraud. Has the ICS ever been adjudged by a court, in Malawi or elsewhere, to be civilly liable for fraud, malfeasance, or any other misconduct? If so, provide details.

___________________________________________________________________________

17.
Bankruptcy. Has the ICS been adjudged bankrupt by a court, in Malawi or elsewhere, or has a bankruptcy petition ever been served on the ICS within the last 10 years, or has the ICS made any compromise or otherwise failed to satisfy its creditors in full within the last 10 Years? If so, provide details.


18.
Receivership. Has a receiver or an administrator of any property of the ICS been appointed within the last 10 years in Malawi, or has the substantial equivalent of any such receiver been appointed in any other jurisdiction? If so, provide details including whether the receiver or equivalent thereof is still acting under appointment.

___________________________________________________________________________

19.
Liquidation:

(a) Voluntary. Has a notice for the voluntary liquidation of the ICS been issued within the last 10 years in Malawi, or has the substantial equivalent thereof been issued in any other jurisdiction? If so, provide details including whether the liquidation has been fully resolved.

___________________________________________________________________________

(b) Compulsory. Has a petition for the compulsory liquidation of the ICS been issued within the last 10 years in Malawi, or has the substantial equivalent thereof been issued in any other jurisdiction?  If so, provide details including whether the petition or its equivalent is still unresolved.


20.
Winding-Up. Has any organization with which  the ICS is or has been affiliated, in Malawi or elsewhere, ever been wound up or ceased trading while the ICS was associated with the organization one year after the ICS ceased being associated with the organization? If so, provide details.

_____________________________________________________________________

21.
Shares. How many shares of stock in the proposed bank are or will be registered in the name of the ICS or in the name of a related party? State the name(s) in which the shares will be registered and the class of shares if other than common shares.

___________________________________________________________________________

22.
Beneficial Interest. How many shares of stock in the proposed bank, which are not registered in the name of the ICS or in the name of a related party, will the ICS have a beneficial interest in? State the name(s) in which shares will be registered and the nature of the beneficial interest.


23.
Trustee and Nominee. Does or will the ICS or any party related to it hold shares in the proposed bank as a trustee or nominee? If so, provide details.

___________________________________________________________________________

24.
Assignments and Pledges. Are or will any of the shares described in response to Questions 21-23 be equitably or legally assigned or pledged to any other party? If so, provide details.

___________________________________________________________________________

25.
Voting Authority. What proportion of the voting power at any general meeting of the proposed bank, or of any other organization of which the proposed bank will be a subsidiary, is or will the ICS be entitled to vote or exercise control over? Provide details of such voting authority or control.

___________________________________________________________________________

26.
Indirect Control. If the exercise of voting at any general meeting of the proposed bank, or  any other organization of which the proposed bank is a subsidiary, is or may be controlled or influenced by someone other than the ICS, provide the identity of such other person and the proportion of voting power so controlled or influenced.

___________________________________________________________________________

27.
Audited Accounts. Provide audited accounts for the past three years.

28.
Acquisition Debt. If borrowed funds will be used to purchase shares of stocks in the proposed bank, provide a statement showing the amount, source, collateral and repayment terms of the borrowed funds.

___________________________________________________________________________

29.
Additional Information. Provide any other information regarding the ICS which may assist the Reserve Bank in evaluating its acceptability as an institutional shareholder.

*****************************

DECLARATION

with regard to

APPLICATION FOR BANKING LICENCE

We, the undersigned, do hereby certify that:

i)
all the information given in response to and in support of the questions in this application is true and correct to the best of our knowledge and belief; and 

ii)
this application is made in good faith with the purpose and intent that affairs and business of the proposed bank will at all times be honestly conducted in accordance with good and sound business principles and in full compliance with all applicable laws and directives.

We further certify that to the best of our knowledge and belief there are no other facts or information relevant to this application of which the Reserve Bank of Malawi should be aware, and we pledge to promptly inform the Reserve Bank of any material change to this application which may arise while it is being considered by the Reserve Bank.

Name



Signature



Title/Position

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

_________________

__________________
______________________

Date: ______________________________

� The same forms should be used by investors wishing to establish a discount house or leasing company
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