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r. oBtEcTtvE
The object of the Microfinance Deposit:Takidg *tnstitutions
(Amendment) Bill, 2022 is to asrend the Micro Financc Deposit-
Taking lnstitutions AcL 2003 to provide for the use of the word
"microfinance bank" for Micm6nance Deposit Taking lnstirutions; to
provide for lslamic banking; to provide for bancassurance; to providc
for agent bankingl !o providc for special access to the Credit Refercnce
Burcau by other accredited credit providers and servicc providers; and
for other rclatcd purposes.

2. DEFECTSINTHEEXISTINGLAW
The Micro Finance Deposit-Taking Institutions Act, 2003, was
enacted in 2003 to provide for the licensing, regulation and supervision of
microfinance busitrcss in Ugarda ad to provide for r€lated matt€rs. At the
time of the enactnrent of the Micro Finance Dcposit Taking Insitutions
Act. 2003, il uas considercd adequate in emuring 0ut the microfinance
business is better rcgulated than was tre case prior to its enactne .

However, following the review of the Micro Finance Deposit-Taking
Instilutions Act, 2fl)3, some provisions in th€ current legislation were
found to be baniers to the new nnancial products development and
innovations which are less costty and more consumer driven.
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For instance the Acl does not permit for the conduct of lslamic banking
which has become a popular form of microfinancc business parricularly
because of its less rcliance on profits. This is particularly signifcant
for government which would b€nefit in terms of programme funding
without having to incur huge fees.

Further, the Micro Finance Deposit.Taking Institutions Act, 2003 is
lacking on financial inclusion. Thus the amendments contained in the
Bill are intended to bring financial services closcr to tlrc people. For
instance the proposal to use microEnance institutions to sell insurance
is a way ofachieving financial inclusion for a large proportion ofthe
population with less costs. Also, the Bill secks to enable Microfinance
institutions bring services clos€r to the people by the use of agents
who are not necessarily within the banking system.

3. R.EMEDIES

3.1 lntcrpretation
Clause t of the Bill seeks to effect several amendmeirts to section
2 of the Act dealing with interpreation. Section 2 of the Act
is amended by providing for insertions and substitution for thc
definitions of the following words: agent; branch; compulsory
savings; Islamic contract; lslamic microfinance business;
lslamic microfinance bank; Islamic window; place of business;
registered society among others.

3.2 Use of the phrase Mlcrofinrnce Bank
The Bill seeks to amend section 5 of the Act to authorise
a microfrnance deposil taking institution to use tbe word
"Microfinance Bank" as part of their business name. Cunently
section 5(l) of the MDI Act, 2003 restriccs lhe use of the
rvord to commercial banks licensed by the Cenral Bank. The
justification for the amendment is based on the public perception
that Banks provide for safer and reliable financial scrvices which
disadvantages MDI's if not pennitted to usc the word Bank.
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33 Agency bonklng
The Bill seeks to amend section 4 ofthe Act to provide for agency
banking. Agency banking is akin to conespondent banking
where an independent peBon partrcni with an institution to
offer its services and in so doing faciliates the enhancernent of
oureach services at a subsantially lower cost to thc institution
and customer.

3,4 Bancassurance
The Bill seeks to introduce new section 20D to provide for
bancasurance. According to the Bill, "bancassurance" mcans
using an insirution and its branchcs, sales network and customer
relationships to sell insurance products. Thc purpose of the

arnendment is to enable micro6nance deposit taking institutions
to engage in bancassurance which is currcntly prohibited under
the Act.

3.5 lslrmic mhrofinrncc
The Bill sccks to intsoduce new sections 20A and 20B to provide
for lslamic microfinance business. The Financial Institutions Act,
2004 was amended by the Financial lnstitutiom (Amcndment)
Act, 2016 to provi& for Islamic banking by the commercial
banks and credit institurions. However the current MDI Act, 2003
does not provide for lslamic form of banking thus there is rrced

to align the MDI Act, 2003 with tbe Financial Institutions Act,
2004 on lslamic banking to provide for provision of financial
serviccs premised on shari'ah principles within the microf nance
sector.

3.6 Hrrmonise the Microfinrncc Deposit Teking lnstitutlons
Act, 2003 wilh the Tier lV Mlcro0nence md Money Lenders
Act,2016
The Bill seeks to harmonisc the Microfinance Deposit Taking
lnstitutions Act, 2003 with the Tier 4 Microfrnance and Money
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Lendcrs Act, 2016 by applying the provisions of the Act to a
registered society. Section ll0 of the Tier 4 Microfinance and
Money Lenders Act, 2016 amended the Microfinance Deposit
Taking Institutions Act, 2003 lo empower lhe Central Bank to
licence and regulate registered societies rvhose voluntary savings
are in excess of one billion five hundred million shillings and
with institutional capitat ofabove five hundred million shillings.

MAIIA KASAIJA (MP)
Minister of Finance, Planning & Ecorutmic Development.
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A Bill for an Act

ENTITLED

THE MICRO FINANCE DEPOSIT.TAKING INSTITUTIONS
(AMENDMENTI ACT2022

An Act lo amcnd lhe Micro Finance DeposiGTrkiDg lnstitutions
Act, 2fi)3 to provide for the usc of thc word 'microfinancc
bank" for Microfinance Deposit 'lhking Instilutions; to provide
for lslamic banking; to provide for baacassurence; to provide
for agent banking; to provide for special acce$ to the Credit
Roference Burcru by olher accreditcd credit providerc and service
providers; and for other rclated purposos.

BE lT ENACTED by Parliament as follows:

l. Amendmcnt of Act 5 of 2fi)3
The Micro Finance Deposit.Taking lnstitutions Acr, 2003 in this Act,
refened to as the pdncipal Act, is amended in seclion 2-

(a) by inserting in the appropriate alphabetical order, the
following-

"agenl" means an enlily contractcd by an institution
and approved by the Central Bank to provide
microfinance deposit taking servicei on behalf of
thal institution;
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*branch" meaDs a place of business which forms a
dependent part of a microfinance bank and which
conducts all or some of the operations inherent in
the business of that microfinance bank;

"compulsory savings" means monies that shall be
contribuled by a borrower as a condition for
receiving a loan or olher credit;

"islamic contracf'rn€ans a conhact designed lo comply
with the Shari'ah and which satisfies corditions
paificd by the Cenlral Bank for purposcs of
complying with the Shari'ah;

'islamic microfinance business" mean-

(a) the business of receiving money into profit
sharing investment accounts or of managing
those accounts;

O) the busirrcss of providing frnance, whether
ttuough fie acquisition disposal or leasing
of assets or otlrcrwise; or other services
which have a similar economic effect or are

otherwise economically equivalent to any
other micro6nance business;

(c) any other microfinance business which
involves or is intended to involvc cntcring
into lslamic contnacls, or which is otherwise
carried out or purported to be canied out in
accordance with the Shari'ah;

"islamic microfinance bank" means a company licensed
0o carry on microfinance business, whose entire

4
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business comprises lslamic microtinance business
and which has declared ro rhe Centrat Bank
that its entire operations are to bc conducted in
accordance with the Shari'ah;

"islamic window" means the part of a microfinance bank,
other than an Islamic microfinance bank, which
conducts lslamic microlinance business;

"place of business" means any premises at which an
institution transacls microfinance business in
Uganda and which is open to the public and includes
a branch, an agent, a mobile unit, or such other
premises as may. fronr lime to time, be prescribed
by the Ccntral Bank;

"proft sharing investment account" means an account
managed by a microfinance deposit taking
institution-

(a) in relation ro properr,v of any kind including
currency specified in this Act, held for or
within the accounl:

(b) as part of its Islamic microfinance businessl
and

(c) under the terms ofan agreement where-

(i) the account holder agrecs to share any
profir rvith the microfinance deposit
raking insrinrrion as a manager of
lhe account in accordance with a
predetermined specified percentage or
ratio; and

a
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(ii) the account holder agrees that he or shc
alone will bear any losses in the abscnce
of negligence or brcach of contsact on
the part of the microfinance baok;

"rclated interest" mcans business intcrests of affiliates,
associates and their related persons;

'Shari'ah advisory board" means a board cstablished in
rccordance with section 208 of this Act;

"significant shareholder" means a shareholder holding
five percent or more of the alloned shares of an
institution;

(b) by substituting for the definition of "credit facilirics" thc
following-

'trcdit faciIity"means-
(a) an institution granting an advance, loan or

other facility in which a cusromer of the
institution has access to funds or financiat
guarantees, including any economically
equivalent arrangement in connection with
Islamic microfinance business; or

O) an institution incuning a liability on behalf of
a customer;

(c) by substituting for the definition of *deposit"

thc following-

"deposit" means a sum of moncy received
or paid on terms under which it will bc
repaid either on demand or at a tirne

6
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or in circumstances agreed upon by
or on bchalf of the person making the
payment and the person receiving it,
with or without interest, premium or
oth€r economic retum, except that the
following shall not quali$ as deposit*-

(D any sum of money which is
paid by way of advance or part
payment under a contmct for the
sale, hire or other provision of
propefty or service, where the sum
is repayable only if the property or
service is not in fact sold, hired or
otherwise provided;

(ii) a sum of money which is paid by
way of security for performing a

contract; ol

(iii) a sum of money which is paid as

security for a crcdil facility which
has been advanced or granted to
any person making the payment,
except thst such sum or interest on
it shall not be on-lent;

(d) by substituting for the definition of"institution"
the following-

"institution" means a microfnance financc
dcposit taking institution or registered
society;

(e) by substituting for the defnition of "group
guarantee" the following-
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"group guarantee" means a guanntee
mechanism including any economically
equivalent anangemenl relating to
lslamic microfnance business by which
a group of borrowers underake to be
liable jointly or severally for a loan or
any other credit facility of any one of
them;

(f) by substituting for the definition of *loan

insurance fund" the following-

"loan insurance fund" means a fund consisting
of conttibutions of group customcrs of
an institution to act as collateral for a
credit facility";

(g) by substituting for the dehnition of"manager"
the following-

"manager" means an officer of a microfnance
deposit taking instirution who dirccts,
controls or influences the decision-
making of the institution;

(h) by substituting for the definition of
"microfinance business" the following-

"microfinance business" means thc busincss
of-
(a) acceptance of deposits from

members of the public by any
person or instirution, regardlcss
of the business form, whether
licensed by Central Bank or not;

8
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(b) cmploying deposits whollY or
partly by lending or extending
credit for the account and at the
risk ofthe person accepling those
deposits, including the provision
of short-rcrm loans or other credit
to smatl or micro enterprises
and low-income households,
usually charactcrized by the use

of collateral substitules, such as

group guarantees or compulsory
savings;

(c) engaging in lslamic microfinance
busircss; or

(d) transacting such other activities
as may be prescribcd by the
Central Bank by regulations
made under scction 89 of this
Act;

(D by substituting for fie definition of "non-
performing loan" the following-
*non-performing loan" means a loan or othcr

credit facility or asset in respect of
which thc principal, interest or other
payment has been due and unpaid for
a period spccified in the Regulations, or
where the principal or inuest payment is

overduc and has been capitalizcd;

(j) by substituting for thc definition of"registered
society" tlrc following-

9
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"rcgistered society" means a cooperative society
registered under the Cooperatives Society Act
and licensed under this Act;"

(k) by substituting for the defrnition of "reputablc
financial lnstitution" the following-

"reputable financial institution" means a
financial institution licensed to conduct
banking or other financial institution
business, under the Iaws of any other
country or territory and which meets thc
criteria prescribed by the Ccnral Bank;

(l) by substituting for the definition of "short-
term loan" the following-

"short4erm credit facility" means a loan or
other credit, for which the pcriod for fie
repayment does not exceed two years;

(m) by substituting for the defrnition of "small
loan" the following-

"small crcdit" means a loan or othcr credit
which is less than one percent ofthc core
capital prescribcd in this Act, in the case

of individual borrower; and frve pertent
ofthe core capital prescribed in this Act,
in tlre case ofa group borrower;

(n) by rcnumbering the cunent section as

subsection (l );

a
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(o) by inserting immediately after subscction (l),
the following-

"(2) A reference to loans or crcdit,
lending, extension or provision ofcredit, qedit
accommodation or zuch similar terms, or to any
instsument in that respect, collectively refened
lo as'tredit provision" shall apply te

(a) any finance arangement which
satisnes the following conditions-

(i) the arrangement provides for a
person who is the financieq to pay

a sum of money to another person
who is the customcr;

a

(iD

(iiD

(iv)

I

the arrangement identifies assets,

or a class of assets, which the
customer acquires;

the arrangement specifies a fnance
term which shall be the period at
the end of which the arrangemenl
shall cease to have effect;

the customer undertakes,
under lhe arrang€ment, to make
a payment in respect of the
capital to the financier during
or al the end of the finance
t€rm, whether in instalmenls or
not and lo pay to the fnancicr
other paymenls on on€ or more
occasions during or at the end of
the finance lerm; and

I
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(v) lhe arrangement satisfes such
other conditions as may be
specified by the Cenual Bank by
rcgulations.

(b) any frnance arangement other than
the finance arrangement refcrred to
in subsection 2 (a) which satisfi€s the
following conditions-

(D the arrangement provides for a
cuslomer to make a payment in
resp€ct ofcapital to the financier to
puchase, lease, hire or otherwise
acquire or'use assets which are
identificdl and

(ii) the financier agrees to sell, leasc,
hire or otherwise dispose of or
allow thc use of assels or classes
of assets 1o the customer or to pay
a sum ofmoney to anoth€r person;

(c) any other provision of finance inchding
through the acquisition, disposal or
leasing of ass€ts that is economically
equivalent to credit provision.

(3) In this Act, unless the context otherwise requires, a
reference to guarantccs or similar terrns or a reference to any
instrument in respect of guaranlees or similar terms, in the
Act referred to collcctively as a "guarantee provision", shall
be interpreted to apply tio any arrangement which satisfes the
following conditions-

I
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(a) lhe anangement is economically equivatcnt to a
guarantee provision; and

(b) the arrangement satisfies conditions as may b€
specified by the Central Bank by regulations.

2. Amendment of section 3 of principrl Act
The priocipal Act is amended by substituting for section 3 the
following-

'3. Applicatlon of Act
*ThisAct shall apply to micro finance deposit+aking inslitutions
and registered societies."

3. Amcndment of cectioo 4 of principal Act
Section 4 of the principal Act is amended by inserting immediately
afrcr subsection 1l ) the following-

"(la) A person licensed to carry out microfinance business may
carry oul the licensed business through an agent.

(lb) The Central Bank shall, in consultation with the Minister
make regulations in respect ofagents and agent banking."

4. Amendmenl of section 5 of principal Act
Section 5 ofth€ principal Act is amended-

(a) in subsection (l), by insening immediarely after the word
"Uganda" appearing at the end ofthe subsection the words
"or a micro finance deposit.taking instilulion"

(b) by substituting for subsection (2) the following-

"(2) Notwithstanding section 7 of the Financial
Institutions Act, 2004 a micro dnance deposit-taking
institution licensed under this Act shall use the word
"MDl" or "Microhnance Bank" after its name."

t3
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5. Amendment lo scction 7 of ibe principal Act
Section 7 ofthe principal Act is amended-

2022

(a) in subscction (l), by substituting for paragraph (a) the
following-

"(a) the applicant's memorandum and articles of
association or other instrument under which
the company is incorporated, the certificate of
incorporation and in the case ofa person intending to
conduct Islamic microfinance business, a slatemcnt
slating that the business of the institution shall be
conducted in accordance with the Shari'ah;"

(b) in subsection (l ) by inserting immediately aicr
paragaph (h), the following-

'(i) such other information as the Cenral Bank
may speciff by regulations."

6. lnscraion of section 9A in principal Act
The principal Act is amended by inserting immediately after sccrion
9, the following-

(9A. Duration and display of licence
(l) A licence granled under section 7 shall remain valid

unless it is revoked.

(2t A licence granted under section 7 shall be displayed
in its original form, in a conspicuous place in the premises in
which the institution carries on its lawful business, and copies of
it shall be similarly displayed in each of the branch offices ofthc
institution."

I
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7. Amendment of seclion 18 of principal Act
Section I 8 of the principal Act is amended in subsection ( I ) (a) (i), by
substituting for the word "one" th€ word "two".

E. Amendmcnt of scction 19 of principel Act
Section 19 of the principal Act is amended-

(a) by substituting for paragraph (g) the following-

"(g) uking deposits or funds or other property inlo
sharing investsncnt accounts and lending in foreign
exchange;"

(b) in paragraph (i), by inserting immcdiately aRer the word
"loan" the words "or other credit facility";

(c) by substituting for paragmph (i) the following-

"0) dealing in derivatives including, to any Islamic
conmct or combination of contracts which are

economically equivalent to derivatives."

9. Inserlion of ncw Ports IIIA and Prrt lIlB
There is inserted immediately after Part lll of the principal Act, the
following-

"Prnr Illl-lsururc BrNrnc

20A. Liccnsing of instilutions to conduct Islamic
microfinance business
(l) An institution carrying on microfinance business at

the commencement of thisAct may appty to the Central Bank for
a licence to carry on lslamic microfinance business in addition to
its licensed microfi nance business.

l5
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(2) An institution which is licensed to carry out lslamic
microfinance business, under subsccdon (l ), shall carry out that

business through an Islamic window.

(3) The Central Bank shall, in consultation wift the

Minister, by statutory inslrument, make regulations for thc
licensing and operation of Islamic banking.

20B. Sberi'rh Advisoty Borrd
( I ) Every institution which conducts Islamic

microfinance business shall appoint and mainain a Shari'ah
Advisory Board.

(2) A Shari'ah Advisory Board appointed by an
institution undcr lhis Act shall advise, approve and review the
activities ofan lslamic fnancial business in ordcr to ensure that
$c institution complies with the Sharia'h.

(3) The Central Bank, in consultation wirh thc Minister,
shall make regulations in respect of Shari'ah Advisory Boards
including-

(a) the size, frrnctions, duties and responsibilitics,
governance and conduct of Shari'ah Advisory
Boards;

(b) the competency, intercsts and terms of engagcment
of a member of a Shari'ah Advisory Board; and

(d) policies, procedures, record-keeping, reviews,
rcporling and disclosure.

(4) The appointment, maintcnance, operation and
conduct ofa Shari'ah Advisory Board shall at all timcs be canied

t
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out in accordance with th€ applicable rules and policies of the

institurion and shall be answerable to the board of directors of
that institution.

Prnr lllB-CoNoucr OF BANcAssuaeNce Bv
Mrcno Fn rlt.tct Deposr - Trxttto lttsttrurpNs

20C. Engrging in brncassurrncc business
( I ) An institutaon shall not engage in insurancc business,

bancassurance or lslamic insurance busioess in Uganda as a
principal or agent without the prior written authorisation of the

Central Bank.

(21 An institution shall engage in the business of
bancassurance, insurance or lslamic insurance in a form and

manner prescribed by the Insurance Regulatory Authority of
Uganda, in consullation with the Central Bank.

(3) Subject to subsections ( I ) and (2), thc bancassurance,
insurarrce or lslamic insurance business activities ofan institution
shall comply with the lnsurance Act, 2017.

(4) For the purposes of this section "bancassurance"
means using an institution and its branchcs, salcs network and

customer relationships to scll insurance products."

10. Amendment of section 2l of principal Act
Section 2l of thc principal Act is amendcd-

(a) in subsection (4), by substituting for the word "ten" the
word "6ve";

(b) in subscction (5), by substituting for the word'1en" the
word "five";
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by inserting immediately afler subsection (6) the
following-

"(7) A significant shareholder of an instiotion
shall not panicipate in the day to day management of an
institution."

ll. Amcndment of gection 22 of principr! Act
Section 22 of the principal Act is amended by inserting immediate ly
a0cr subsection (2) the following-

"(3) A director serving on lhe board ofan institution shsll
hold office for a term of 6ve years, rencwable once".

12. Anendment of section 24 of principe! Act
Scction 24 of the principal Act is amended-

(a) in subsection (l) by substituting for paragraph (c), the
following-

'(c) ensuring lhat the business of an institution is in
compliance with all applicable laws and regulations,
and in the case of an insritution that conducts
Islamic micm6nance business, that the business of
the institution complics with the Shari'alu and is
conducive to safe and sound bar*ing practices;";

(b) by substituting for subsection (2), the following-

"(2) For the purposes of this Act, "corporatc
govemance" includes the overall enviroament in which an
institution operatcs, comprising I system of checks and
balances which promotes a healthy balancing of risk and
retum, and in the case of an institutioo which conducts
Islamic microfinance business, promotes compliance with
the Shari'ah"

t8
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13. Amendment of sectlon 25 of the princaprl Act
Section 25 of the principal Act is amended in subsecrion (2F

2022

(a) in paragraph (c) by inserting immediately after the word
"kind" the words'br any transfer or delivery ofany asset"

(b) by inserting immediately after paragraph (c), the
following-

"(d) the institution does not, or may not be able o mcct
its capital requirements as prescribcd by this Act.";

(c) by inserting immediately afler subsection (3) the
following-

' (4) An individual director who intends to r€port to
the Ccntral Bank in accordance with subscction (2), shall
make his or her intention known to the board in writing,
prior to reporting to the Cenral Bank.

(5) Where the board of directors or a director
fails to report o the Central Bank any matter required to
be rcported under subsection (2), the Cental Bank may
withdraw its approval of-

(a) the board ofdirectors as an organ; or

(b) an individual director."

14. Amendment of scction 25 of principal Act
Section 26 of the principal Act is amended in subcection (4) by
substinrting for the word "two" thc words *at least halfof the";

15. AmendmeDt of section 27 of tbc principal Act
Section 27 of the principal Act is amende+-
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by substituting for thc head note th€ following-
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"27. Otber 3tatr of tbc institutioo";

(b) by substituting for subsection (2), the
following-

"(2) The officers refened to in
subsection (l) shall include a finance rnanager
who shall have the following duties-

(a) perform such functions as the
board of directors shall specif, in
relation to establishing guidelfurcs

for the institutions tolerancc
for risk, and expectations from
investnent; and

(b) intoduce such measures as, in
his or her opinion, may scrvc
to cnhance the credibility and
objectivity of financial statements
and rcporls prepared with reference
to the affairs ofthe institution";

(c) in subseclion (3), by substituting
for paragraph (a) and (b) the
following-

"(a) Iimits on loan or other credit
facility to deposir ratio;

(b) limits on loan or othcr credit
facility to capital ratio;".

16. Amendment of scction 2E of principrl Act
Section 28 of the principal Act is amende&-
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(a) in subsection (2F
(D by repealing the word "and" appearing at the end of

paragraph (0;

(iD by substituting for paragraph O, thc following-

'0) review evaluate and approve the intemal
control procedures and other systcms;"

(iiD by inserting immediately aftir paragraph (m) the

following-

"(n) any other duties as the Central Banlc may
speci$ by rcgulations; and

(o) any addilional duties as the board of directors
of an institution or is commince may specify."

(b) by inscrting immediately after subsection (2) thc
following-

*(3) Nonuithstanding subsection (l), a registcrcd
society may with the approval ofthe Cenral Bank appoint
a supervisory committee to perform the duties of an

intemal auditor specified under subsection (2)."

17. Amcodment of section 32 of principal Act
Section 32 of the principal Act is amended by inserting immcdiatcly
after subsection (2) thc following-

"(3) An institution which contravenes subsection (l) is
liable to a civil penalty of nvo hundred cunency points."

It. Ameodmcnt of scction 33 of principal Acl
Section 33 of the principal Act is amended by inserting immediately
aftei the words "commencement of th€ words "and during the entirc
duration".
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19. Amendment of sectbn 34 of principal Act
Section 34 ofthe principal Act is amended by substituting for the word
"three", the word "four".

20. Amendment of sectioD 35 of principel Act
Section 3 5 of the principal Act is amended in paragraph (a)r-

(a) by substituting for sub-paragraph (i) the following-

"(i) to perform an audit in accordance with the standards

adopted by the relevant accounting and auditing
regulatory bodies in Uganda;";

(b) by substituting for sub-paragraph (iii) (cc) the following-

"(cc) the risks faced by the institution;"

21. Amcndment of section 40 of principol Act
Section 40 ofthe principal Act is a mended-

(a) in subsection (l) by insening immediately after the words
"audit report" thq words " and a management letter";

(b) by substituting for subsection (2) thc following-

(2) The institution shall ensure lhat an audit r€port
and management letter made and submitted to it under
subsection (l) are forwarded to the Central Bank within
three months aftcr the end of its financial year."

(c) by substituting for subsection (3) the following-

"(3) Any institution which fails to submit a report
required under subsection (2) shall pay to the Central Bank
a civil penalty of 6fty cunency points and an additional
penalty of ten cunency points for cach day ofdefault."
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22, Amendmcnt of scction 43 of principal Act
Section 43 of tbe principal Act is amerded by substiruting for paragraph
(b) the following-

"(b) existence and enforccment of a proper policy of non-
accrual of inter€st or other economic rentrn on non-
performing loans or other credit facilities."

23. Amendmenl of scctlon tl6 of principel Act
Section 46 of the principal Act is amende4-

(a) in subsection ( I ) (a) by substituting for the words "or credit
accommodation", thc words "and other credit facilities";

(b) by inserting immediately after subsection (4) the
following-

'15) Atr institution shall perform a credit chcck on
all its customers at the time they apply for credit facilities,
unless the Central Bank othcrwise directs.

(6) The Cennal Bank may provide for any other
circumstances under which institutions may be required to
perform a credit check on their customers."

24, Amendmcnt of scction 52 of principal Act
Section 52 of the principal Act is amended-

(a) In subsecrion (l) by substituting for the word *four" the
word "three";

(b) by inscrting immediately after subsection (2) the

following-

, 13) An institution shall, by 3 I st August of every' 
year, exhibit in lhe banking hall of cach of its offices and
branches, a copy of its unaudited financial statement,
stating the fact that thc accounts are not audited.
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(4) Subsection (l) shall not apply to a registered
society."

25. Amcndmenl of section 57 of principal Act
Section 57 of the principal Act is amended by substituting for
subsection (3), the following-

"(3) Any institution which fails to submit a report
required under this section shall pay to the Central Bank a civil
penalty offifty currency points and an additional penalty of ten
currency points for each day ofdelault."

26. Amcndmenl of secaion 59 of principal Act
Section 59 of the principal Act is amended-

(a) by inserting
following-

immediately afler paragraph (d) the

"(e) restrict the rate of interest or other economic
return on savings and time deposits, payable by
lhe institution, to rates that the Central Bank shall
determine.";

(b) in subsection (6) by substituting for paragraph (b) the
following-

"(b) before the end ofthat period the Central Bank is ofthe
opinion that the financial position of the institution
continues to deteriorate the Central Bank shall close
the institution and place it under receivership;

(c) by substituting for subsection (8), the following-

"(8) For the purposes of this Act, a significantly
undercapitalised institution is one which does not comply with
any of the following-
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27. Amendment of sectioo 60 of principr! Act
Section 60 ofthe principal Act is amended-

Micro Finance Deposit-Takng Institutions
(Anendneu) Bill 2022

(a) hold minimum capital funds, unimpaircd
by losscs, of at least 6fty percent of the
requirement prescribed in section l5;

(b) hold core capital ofat lcast fifty percent of the
rcquircmcnt prescribed in section 16; or

(c) hold total capital ofat least fifty percent ofthe
rcquiremcnt prescribed in section 16."

(a)

(b)

by inserting "(l)" before the word "Wherc"; and

in subsection (2) by substituting for paragraph (g), the
following-

"(g) any lending or other cr€dit facility to any officer,
director or any related pcrson ofan omcer or director
on prefcrential t€rms or without adequate sccurity
made within six months prior to the uke.over by the
Central Bar* of the management of the institution
concemed shall be rescinded; and that officer,
director or rclated person to the officer or director
shall immediately refund the monics advanced and
the inlercst or othcr economic retum accrued."

2t. Amendmont of scction 6l of principal Act
Section 6l of the principal Act is amended in subsection (l) (g), by
inserting funmediately after the word "advance" the words ", other
credit facility".

29. Amendment of scction 6E of prlnclpal Act
Section 68 of thc principal Act is amended-
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(a)
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by subsrituting for subsection (2) the following-
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{2) The Central Bank or any person appointed as a
receiver shall take action under subsection (l), which in the

opinion ofthe Central Bank-

(a) is most likely to result in marshalling the
greatest amount of the assents of the institution;

(b) protects the interests of the depositors of
the institution including their interest io
the unprotected deposit amounts and other
credilors;

(c) minimises cosls ol' the Deposit Prolection
Fund and losses to other creditors; or

(d) ensures stability of the financial sector." and;

(b) by repealing subsection (4)

30. Amendment of section 70 of principal Acl
Section 70 of the principal Act is amended in paragraph (a), by
inserting immediately afrer the word "Central Bank" the words "or its
appointed agent";

31. Amendment of section 74 of principal Act
Section 74 of the principal Act is amended-

(a) in subsection ( I ), by inserting immedialely after paragaph
(k) the following-

"(l) arrange, negotiate and conclude, in tbe inter€sts

of the depositors of an insolvent institution, an
agreemenl for the purposes oF-
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(i) benefiting the depositors;

(ii) releasing the liquidator from its obligations in
respect o fthe depositors'claims for paymenl of
their deposits out of the liquidation proceeds;
and

(iii) imposing thosc obligations on any tnird party
as shall be agreed; or

(m) by notice in writing, requiring any person who is or
has been a director, managing director, secrctary,
principal olhcer, manager, offi ceroremployee, agent,
accountant or auditor of the financial institution or
any p€rson who has custody of any funds or other
assets of the institution being liquidated, te

(i) give to the liquidator all reasonable assistance
in connection with the liquidation;

(ii) appear before the liquidator for examination
conceming maners relevant to the liquidation;
and

(iii) produce any books or documents that relate to
the affairs ofthe inslitution being liquidated.";

(b) in subsection (2),

(iv) by substituting for paragraph (d) the
following-

"(d) make any compromise or arangement
with creditors, or persons claiming
to be creditors, or having or alleging
themse lves to have any claim, present or
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future, certain or contingent, ascerlaaned

or sounding only damages against the

instirution or by which the company
may be rendered liablef'

(v) by inserting immediately after paragraph (d)
the following-

"(e) compromise all calls and liabilities to
calls, debts and liabilities capable of
resulting in debts, and all claims,
prrsent or frrture, certain or contingenl,
ascertained or sounding only in
damages, subsisting or supposed to
subsist between the institution and
a contribulory or to another debtor or
person apprehending liability to the
institution and all other questions in any
r.vay relating to or affecting the ass€ts or
the liquidation of the institution on such
terms as may be agreed, and take any
security for ttre discharge of any such
call, debt liability or claim and give a
complete discharge in rcspcct of it."

32. AmendmeDt of sectlon tl of principa! Act
Section 8l of the principal Act is amended by substituting subsection
(6) the following-

"(6) Any institution which contravenes subsection (l),
(2) or (5) shall pay to the Centsal Bank a civil penalty offifty
currency points and an additional penalty of ten cunency points
for eacb day ofdefault."

I
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33. Amendment of section t3 of principal Act
Section 83 of the principal Acl is amended-
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(a) in subsection ( I ), by inserting the words "or funds or othcr
property placed in a profrt-sharing investrnent account"
immediately between the word "made";

(b) by substituting lor subsection (6) the following-

"(6) Unclaimed balances shall, after a period of
6ve years from the date ofthe advert in subsection (3), be
transferred to the Central Bank and the Cenbal Bank shall
employ them to off-set the costs of supervising institutions
or as may be prescribed."

34. Amendment of scclion 84 of principal Acl
Section 84 of the principal Act is amended by inserting the words "or
a member of its Shari'ah Advisory Board" immediately after the word
"institution".

35. Amendmenl of seclion EE of principal Act
Section 88 of the principal Act is amended-

(a) in subsection (l ), by inserting immediately affer
"institution" the following-

"or a member ofa Shari'ah Advisory Board";

(b) by substituling for subsection (4) the following-

"(6) Any institution which fails to comply with
an order issued by the Central Bank under this Act shall
pay to the Central Bank a civil penalty of fifty currency
points."
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(c)
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by substituring for subsection (4) thc following-
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"(4) Where a director or offhcer of an institution
or a member of its Shari'ah Advisory Board authorises a
contravention of, or contraven€s any provision of this Act,
he or she shall be penonally liable to the penalty specified
in relation to the contravcntion.";

(d) in subsection (5), by inserting immediately
after "an institution" the following-

"or a member ofa Shari'ah Advisory Board";

(e) in subsection (6), by inscrting immediately affer "an
institution" the following-

"or a member of a Shari'ah Advisory Board".
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