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MAVYNILA, PILIPINAS

OFFICE OF THE GOVERNOR

CIRCULAR NQ. 272

Series of 2001

Pursuant {o Monetary Board Resolution No. 40 -lated January 11, 2001,
the following guidelines shall be observed in implementing the provisions of
Sections 40, 43 and 44 of the General Banking Law of 2000 with respect to
microfinancing loans:
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Microfinancing loans are small loans granted to the basic sectors, as
defined in the Social Reform and Poverty Alleviation Act of 1997
[Republic Act 8425), and other loans granted to the poor and low-
inceme households for their microenterprises and small businesses
so as 1o enable them t raise their income levels and improve their
hiving standards. These loans are granied on the basis of the
borrowers’ cash flow and ere typically unsecured,

The maximum principal amount of microfinance loans shall not
exceed £150,000. This is equivalent to the maximum capitalization
of microenterprise under R.A. 8427,

The schedule of loan amortization shall take into consideration the
vrojectec casn flow of the borrowers which is adopted into the terms
and conditions formulated. Hence, microfinance loans may be
amortized on a daily, weekly, bi-monthiy or monthiy basis, depending

on the cash flow conditions of the borrowers.

Imivrest ¢n such microiinencing ioans shell be rezscnable and just
as meay e dewermined DY management 1o be consistent with its
credit policies. The interest rate shall not be lpwer than the
prevailing markel rates to enable the lending institution to recover the
Jfinancia: and operational costs incidental (o this type of microfinance
lending.

in cases of microfinancing loans which mesat the criteria in items 1
o 3 of this Circular, 2 bank may not require from its credit
applicants, a statement of assets and liabiiities, and of their income
end expenditures and such information as may be prescribed by
law or by rules and regulations of the Monetary Board to enable the
bank to properly evaluate the credit application which includes the

corresponding financial statements submitted for taxation purposes
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6. Microfinance loans shiall be considered (ompliance with required
ipans to small and medium enierrrises reguired unger RA. 6977,

7. In view of the unigue characteristics of mucrofinance loans, Le.,
small unsecured and based on cash fow of borrowers, these loans
mey be exempted from rules end regulations which may be issued
by the Mometary Beard with respect to unsecured loans under
Section 41 of the General Banking Lew of 2000, provided that the
hank has:

{1 well-defined stzndards, credit policies and procedures for
microfinance logns which are in conformity with microfinance
international best pracuces;

necific measures w be undertaken w ensure collection suctk
s close supervision of borrowers’ projects and operations;
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3 san Portfoilo and Gther Risk Assels Review System required
under X302 of the Manueal of Reguistions for Banks which
would serve as:

=3 An adeguate loan _acking svstem that allows daily
maonitoring of the siatus of ioan releases, collection

and arrearages, eny regructuring or refinancing;
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RAFALL B. BUENAVENTURA

TJovernor

f* 7 January 2001



