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OFFICE OF THE GOVERNOR

CIRCULAR NO, 625
Series of 2008

Subject: Magna Carta for Micro, Small and Medium Enterprises

Pursuant to the provisions of Republic Act (RA) No. 6977, as
amended by R.A. No. 8289 and R.A. No. 9501, now known as “Magna Carta
for Micro, Small and Medium Enterprises (MSMEs)", the Monetary Board in its
Resolution No. 1298 dated 02 October 2008, approved the revised rules and
regulations governing the mandatory allocation of credit resources to micro,
small and medium enterprises as follows:

Section 1. Section X342 of the Manual of Regulations for Banks
(MORB)} and its Subsections are hereby amended to read as follows:

Section X342. Mandatory Allocation of Credit Resources to Micro,
Small and Medium Enterprises. The following rules shall govern the
mandatory allocation of credit resources to micro, small and medium
enterprises (MSMEs).

Subsection X342.1. Definition of terms. For purposes of this
Circular, the following definitions shall apply:

a) Lending Institutions — shall refer to all banks, namely: UBs, KBs,
TBs and RBs/Coop Banks, including government-owned banks.

b) Total Loan Portfolio — shall include all ioans and receivables, other
than those booked in the FCDU/EFCDU, as defined in the Manuai
of Accounts Section of the Financial Reporting Package issued
under Circular No. 512 dated 3 February 2006, as amended (gross
of aliowance for credit losses) exciuding the following:

1)  Interbank loans receivable, other than (a) wholesale lending of
a bank to conduit banks/quasi-banks for on-lending to MSMEs,
and (b) rediscounting facility granted to another bank for loans
to MSMEs;

?2)  Wholesale lending of a bank to conduit non-bank financial
institutions without quasi-banking authority, other than those
for on-lending to MSMEs;

3) Loans granted under special financing programs, other than
those for MSMEs:
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4) lLoans granted o MSMEs, other than to Barangay
Microbusiness Enterprises (BMBEs), to the extent funded by
wholesale lending of, or rediscounted with, another bank;

5)  Agrarian reform credits/other agricultural loans granted under
P.D. No. 717, other than those eligible for compliance with the
mandatory allocation of credit for MSMES, as well as
development loans incentives under R.A. No. 7721 granted by
banks other than branches of foreign banks; and

6) Loans and receivables arising from repurchase agreements,
certificates of assignment/participation with recourse and
securities lending and borrowing transactions.

¢) Micro, Small and Medium Enterprises — shall refer to any business
activity within the major sectors of the economy, namely: industry,
trade, services, including the practice of one’s profession, the
operation of tourism-related establishments, and agri-business,
which for this purpose refers to any business activity involving the
manufacturing, processing, and/or production of agricultural
produce, whether single proprietorship, cooperative, partnership or
corporation -

(1) whose total assets, inclusive of those arising from loans but
exclusive of the land on which the particular business entity’s
office, plant and equipment are situated, must have value failing
under the following categories:

Micro . not more than P3,000,000
Small : more than P3,000,000 tc P15,000,000
Medium : more than P15,000,000 to P100,000,000

(2) duly registered with the appropriate agencies as presently
provided by law, except in the case of micro enterprises as
defined above;

Subsection X342.2. Period covered; prescribed portions of loan
portfolio to be allocated. Banks shall for a period of ten (10) years from 17
June 2008 to 16 June 2018, allocate at least eight percent (8%) for micro and
small enterprises (MSEs) and at least two percent (2%) for medium
enterprises (MEs) of their total loan portfolic based on their Balance Sheet as
of the end of previous guarter, and make it available for MSME credit.

Banks may be allowed to report compliance on a groupwide (i.e.,
consolidation of parent and subsidiary bank/s) basis so that excess
compliance of any bank in the group can be used as compliance for any
deficient bank in the group: Provided, That the subsidiary bank/s is/are at
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least majority owned by the parent bank: Provided, further, That the parent
bank shall be held respensible for the compliance of the group.

The consolidated report shall be submitted by the parent bank in the
prescribed form and shall be supported by the individual reports of the bank
and its subsidiaries duly signed by each bank’s authorized sighatory.

For purposes of determining compliance with the mandated allocation
of credit resources to MSMESs, only eligible credit exposures as enumerated in
Subsection X342.3, other than those boocked in the FCDU/EFCDU shall be
considered.

Subsection X342.3. Eligible credit exposures. Funds set aside in
accordance with the foregoing requirement shall be made available for any of
the following:

a) For micre and small enterprises (MSEs)

(1) Actual extension of toans to eligible MSEs, other than to BMBEs
which are covered in ltem "c(3)" hereof: Provided, however,
That loans granted to MSEs other than BMBES, to the extent
funded by wholesale lending of, or rediscounted with, another
bank shall not be eligible as compliance with the mandatory
credit allocation; or

(2) Loans granted to export, import, and domestic micro and small
scale traders, other than to BMBEs which are covered in ltem
‘c(3)" hereof. Provided, however, That loans granted to MSEs
other than BMBEs, to the extent funded by wholesale lending of,
or rediscounted with, another bank shaill not be eligible as
compliance with the mandatory credit allocation; or

(3) Purchase of eligible MSE loans listed in Items “(1)" and “(2)"
above on a “without recourse” basis from other banks and
financial institutions; or

(4) Purchase/discount on a “with or without recourse” basis of MSE
receivables, other than BMBE receivables which are covered in
Item “c(3)" hereof, or

{5) Wholesale lending or rediscounting facility granted to
participating financial institutions (PFls) for on-lending to MSEs,
other than to BMBEs which are covered in Item “c(3)” hereof; or

(6) Wholesale lending or rediscounting facility granted to
participating financial institutions (PFls) for on-lending to export,
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import, and domestic micro and small scale traders, other than
to BMBEs which are covered in item “c(3)” hereof; or

(7) Commercial letters of credit outstanding, net of margin depasits,
issued for the account of MSEs.

by For medium enterprises (MEs;)

(1) Actual extension of loans to eligible MEs:  Provided,
however, That loans granted to MEs to the extent funded by
wholesale lending of, or rediscounted with, another bank
shall not be eligible as compliance with the mandatory credit
allocation; or

(2} Loans granted to export, import, and domestic medium scale
traders: Provided, however, That loans granted to MEs to the
extent funded by wholesale lending of, or rediscounted with,
another bank shall not be eligible as compliance with the
mandatory credit allocation; or

(3) Purchase of eligible ME loans listed in ltems “(1)" and (2)
above on a “without recourse” basis from other banks and
financial institutions: or

(4) Purchase/discount on a “with or without recourse” basis of
ME receivables; or

(5) Wholesale lending or rediscounting facility granted to
participating financial institutions (PFls) for on-lending to
MEs: or

(6) Wholesale lending or rediscounting facility granted to
participating financial institutions (PFlIs) for on-lending to
export, import, and domestic medium scale traders; or

(7) Commercial lefters of credit outstanding, net of margin
deposits, issued for the account of MEs.

¢) Alternative compliance for either or both MSEs or/fand MEs

(1) Paid subscription/purchase of hiability instruments as may be
offered by the SB Corporation; or

(2) Paid subscription of preferred shares of stock of the SB
Corporation; or
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(3) Loans from whatever sources granted to BMBEs as provided
under Subsection X365.5.

Subsection X342.4. Ineligible credit instruments. The purchase of
government notes, securities, and other negotiable instruments other than the
instruments offered by the SB Corporation, and the granting of loans to
MSMEs, other than to BMBES, to the extent funded by wholesale lending of,
or rediscounted with, another bank shall not be deemed compliance with the
foregoing requirement. :

Subsection X342.5. Rights/remedies available to lending
institutions not qualified tc acquire or hold lands of public domain.
Lending institutions which are not qualified to acquire or hold lands of the
public domain in the Philippines shall be permitted to bid and take part in
sales of mortgaged real property in case of judicial or extra-judicial
foreclosure, as well as avail of receivership, enforcement and other
proceedings, solely upon default of a borrower, and for a period not exceeding
five {(5) years from actual possession, provided that in no event shall title to
the property be transferred to such lending institution. If the lending institution
is the winning bidder, it may, during said five (5) year period, fransfer its rights
to a gualified Philippine national, without prejudice to a borrower’s rights under
applicable laws.

Subsection X342.6. Submission of reports. Banks shall submit
reports on compliance with the mandatory credit allocation on a quarterly
basis within 15 banking days from the end of reference quarter to Supervisory
Data Center (SDC) of the BSP, using the attached form. Said report shall be
considered category A-3 report. It shall become effective starting with the
reporting period ending 31 December 2008. Specific guidelines on the
modes/manner of submission of the report shall be covered by a separate
issuance.

Banks shall maintain appropriate records/details of the reported loans
to micro, small and medium enterprises and shall make these available to
BSP.

Subsection X342.7. Sanctions. The following administrative sanctions
shall be imposed on banks:

a) For non~comp|iancefunder compliance with the prescribed portions
of loan portfolic to be allocated to MSEs and MEs:

(1) For zero compliance for both MSEs and MEs — P500,000;

(2) For under-compliance:
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(a) For MSEs — percentage of under—cdmpliance multiplied by
P400,000

{b) For MEs — percentage of under-compliance multiplied by
P100,000

to be computed as of end of each quarter.

(3) For wiilful making of a false or misieading statement to the BSP —
P500,000 per quarter-end report without prejudice to the sanctions
under Section 35 of R.A. No. 7653,

The imposition of the fines in ltems “(1)” to “(2)" shall be without
prejudice to the other administrative sanctions under Section 37 of R.A.
No. 7653.

(b} For non-submission/delayed submission of reports on compliance
with both the prescribed paortions of loan portfolio to be allocated to MSEs and
MEs, respectively: '

(1) UBS/KBs _ P1,200
(2) TBs - 800
(3) RBs/Coop Banks - 180

per calendar day of delay.

Subsection X342.8. Disposition of penalties collected. Ninety
percent (90%) of penalties collected under Subsection X342.7 above shall be
remitted by the BSP to the MSMED Council Fund, while the remaining ten
percent (10%) shall be retained by the BSP to cover its administrative
expenses.

Section 2. Subsection X365.5 on the incentives to participating
financial institutions under R.A. No. 89178 is hereby amended to read, as
follows:

“Subsection X365.5. Incentives to participating financial
institutions. To encourage BMBE lending, the following incentives
shall be granted to banks and other financial institutions as may be
applicable:

‘a. All loans from whatever sources granted to BMBEs under
R.A. No. 9178 shall be considered as part of alternative compliance fo
P.D. No. 717 or to RA. No. 6977, as amended. For purposes of
compliance with P.D. No. 717 and R.A. No. 6977, as amended, loans
granted to BMBEs under the Act shall be computed at twice the
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amount of the outstanding balance of the loans: Provided, That loans
used as alternative compliance with P.D. No. 717 which were
computed at twice their outstanding balance shall no longer be eligible
as compliance with R.A. No. 6977, as amended during the same period
and vice versa. Provided, further, That said loans may be used as
alternative compliance with both P.D. No. 717 and R.A. No. 8977, as
amended at the same time at the maximum amount of one hundred
percent (100%) of their outstanding balance each: Provided,
furthermore, That funds loaned by or rediscounted with government-
owned banks and other government financial institutions to accredited
private banking and other financial institutions for on-lending to BMBESs
shall be eligible as part of alternative compliance for P.D. No. 717 or for
R.A. No. 8977, as amended, of the government-owned banks and the
accredited private banks at the maximum amount of one hundred
percent (100%) of their outstanding balance each: Provided, finally,
That loans used as alternative compliance with R.A. No. 6877, as
amended, computed at either twice their outstanding balance or their
maximum amount of one hundred percent (100%) may be used as
alternative compliance for either or both the prescribed portions of loan
portfolio to be allocated to micro and small enterprises and medium
enterprises, respectively, as long as the aggregate amount used does
not exceed twice their outstanding balance or their maximum amount
of one hundred percent {100%), as the case may be.

‘b xxx.”

Section 3. Repealing Clause. This Circular supersedes Circular No.

147 dated 24 October 1997, as amended by Circular No. 209 dated
September 9, 1999, Circular No. 235 dated April 3, 2000, Circular No. 285
dated June 6, 2001, Circular No. 376 dated March 20, 2003 and Circular
Letter dated 4 January 2001.

Section 4. Effectivity. This Circular shall take effect fifteen (15) days

following its publication either in the Official Gazette or in a newspaper of
general circulation.

FOR THE MONETARY BOARD:

Officer- -c:h.argeg '

ESTOR A. EpPENILL

Iﬂ'_ October 2008

Att. A/S



Category: Category A-3

Deadiine: 15 banking days
after end of
reference
quarter

Submission: cc mail: SDC

FOR ALL TYPES OF BANKS

Name of Bank Code

Address

Report on Compiiance with Mandatory Credit Allocation Reguired
Under R.A. 6977 (As Amended by R.A. Nos. 8289 and 9501)

As of

{Quarter-End)

REPURLIC OF THE PHILIPRINES)
)88,

| solemnly swear that ali matiers set forth in this report are true and correct, to the
best of my knowledge and belief,

Authorized Signatory

SUBSCRIBED AND SWORN TO BEFORE ME this day of
20 __, affiant exhibiting to me his
Community Tax Cerlificate No. issued at
on 20

Notary Public
Until December 31, 200

PTR No,
Place
Doc. No.
Page No.
Book No.

Sertes of
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Name of Bank

REPORT ON COMPLIANCE WITH MANDATORY CREDIT ALLOCATION
REQUIRED UNDER R. A. 6377 (As amended by R. A. Nos. 8289 and 9501}

As of mmiddivyyy

Rec. Na, Amount

I. Total Loan Portfolio Net of Exclusions {Scheduie 1A)

0ou

Il Minimum Amount Required to be Ailocated for:

A. Micro and Small Enterprises (MSEs} Credit

(P_(item |} x 8%)

3

4
o
[

B. Medium Enterprises (MEs) Credit

(P_(ltem 1) x 2%)

G.o0

Hi. Compliance with Prescribed Allocation of Loan Portfolio to

Micro, Smatt and Mediuim Enterprises

A. Micre and Small Enterprises

1. Total eligible investment for MSEs (Sch. 1B) PREF!

a. Direct compliance for MSEs #REF!

b. Alternative cornpliance for MSEs

2. Excess/{Deficiency) {IILA.1 - 1LA) #REF!

3. Percentage of compliance for MSEs (LA 1/ 1) #REF!

B. Medium Enterprises

1. Total eligiple investments for MEs (Sch. 1B) BREFE

a. Direct compiiance for MEs HREF!

b. Alternative comptiance for MEs

0.G0

2. Excess/(Deficiency) (lI1.B.1 - |1.B) #REF!

3. Percentage of campliance for MEs [(IIL.B.1)/ }] #REF!




Name of Bank

Schedule 1A

COMPUTATION OF TOTAL LCAN PORTFOLIO FOR PURPOSES OF DETERMINING AMOUNT OF
MANDATORY CREDIT ALLOCATION FOR MICRO, SMALL AND MEDIUM ENTERPRISES

As of mm/ddiyyyy

Qutstanding Loans as of

Rec. No. Previous Quarter 1/
i. Total Loan Portfolio 2/
i. Interbank Loans Receivable 3/ 0.00
2. Loans and Receivables - Others 3/ .00
3. Loans and Receivabies Arising from Repurchase Agreements, Certificates
of Assignmeni/Participation with Recourse and Securities Lending and
Borrowing Transactions 3/ 0.00
Total Loan Portfolio G.00
Il Less. Exclusions from Total Loan Portfolio
1. interhank loans receivabie other than {a) wholesale lending of a bank to
conduit banks/quasi-banks for on-lending to MSMEs, and (b} rediscounting
facility granted to another bank for loans to MSMEs 4/ - 0.00
2. Wholesale lending of a bank to conduit non-bank financial institutions without
quasi-banking authority other than for on-lending to MSMEs (Sch. 1A-1)
0.00
3. Loans granted under special financing programs other than those for MSMEs
{Sch. 1A-2) 0.00
4. Loans granted to MSMEs other than to BMBEs, to the extent funded by
wholesale lending of or rediscounted with another bank (Sch. 1A-3) 0.00
9. Agrarnian reform credits/other agricuitural loans granted under P.D. 717, other
than those eligible for compliance with the mandatory allocation of credits for
MSMEs 0.00
6. Development joans incentives under R.A. No. 7721 granted by banks other
than branches of foreign banks 0.00
7. Loans and Receivables Arising from Repurchase Agreements, Certificates
of Assignment/Participation with Recourse and Securities Lending and
Borrowing Transactions. 0.00
Total Exclusions from Loan Portfolio 0.08
il. Total Loan Portfolic Net of Exclusions (4 - 11} G.Oo0

1/ Report the amortized cost of loans (gross of allowance for credit losses)
2{ Report loans other than those booked in the FCDU/EFCDU.
3/ To be validated against the FRP of previous quarter.

4/ Total deductions from interbank Loans Receivable shall be vaiidated against the sum of ltem 1.4.a of Schedule 18 and

ltem 1.1 of Schedule 2 of the previous quarter.




Schedule 1A-1

Name cf Bank

WHOLESALE LENDING OF A BANK TO CONDUIT NON-BANK FINANCIAL INSTITUTIONS (NBFIs)
WITHOUT QUASI-BANKING AUTHORITY OTHER THAN THOSE FOR ON-LENDING TO
MICRO, SMALL AND MEDIUM ENTERPRISES

As of mmyddiyyyy
{As of Previous Quarter)

Name of Provider of Wholesale Funds

and Description of Targetted Cutstanding
Beneficiaries Rec, Ne. Name of Conduit NBFls | Rec. No. Loans 1/
1 a.
b.
<.
2. a.
b.
C.
3. a.
b.

i

Report the amortized cost of loans {gross of allowance for credit losses).




Schedtle 1A-2

Name of Bank

LOANS GRANTED UNDER SPECIAL FINANCING PROGRAM OTHER THAN
FOR MICRO, SMALL AND MEDIUM ENTERPRISES

As of mm/dd/yyyy
{As of Previous Quarter)

Qutstanding
Special Financing Program 1/ Rec. No. Loans 2/
1.
2
3.
4
5.
G.
7.
8.
9.
10
TOTAL 0.00

1/ Specify type of special financing [e.g., Industrial Guarantee and Loan Fund, Agricultural
Loan Fund, Kabalikat sa Pagpapauniad ng Industriva (KASAPI), etc.].

2/ Report the amortized cost of loans (gross of allowance for credit losses).
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Schedule 1B-2

MName of Bank

YHOLESALE LENDING OR REDISCOUNTING FACILITY GRANTED TO PARTICIPATING FINANCIAL INSTITUTIONS (PFI
FOR ON-LENDING TO MICRO SMALL AND MEDIUM ENTERPRISES OTHER THAN TO BMBEs

As of mm/dd/yyvy
. Name of Bank /Quasi-Bank Rec. No. Amount Granted/Rediscounted 1/
A. Which Received Wholesale Loans
i 0.00
2, 0.00
3 0.00
Sub-total ’ 0.00
B. Which Availed of Rediscounting Facility
1. 0.00
2. 0.00
3. .00
Sub-total .00
Total Loans Granied/Rediscounted 2/ 0.00
li. Name of PFI without Quasi-Banking Authority
A. Which Received Wholesale Loans
1. : 0.00
2. .00
3. .00
Sub-total 0.00
B. Which Availed of Rediscounting Facility
1. 0.00
2. 0.00
3. 1 0.00
Sub-total 0.00
Total Loans Granted/Rediscounted (.00
TOTAL 0.00
1/ Report the amortized cost of loans (gross of allowance for credit losses).
2/ This amount shall be validated against Schedule 1A next guarter, i.e. Interbank Loans Receivable in FRP minus this

amount and item I1.7 of Schadule 2 shall equal ltem 1.1 of Schedule 1A naxt quarter.
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Schedule 3
Reconciliation of Loans Granted to MSMEs as Reported under Schedules 18, 1B-1 and 2
and FRP Balance of Microfinance and SME Loans 1/
Particulars Micro | Small [Medium| Total
. LOANS GRANTED TO MSMEs PER THIS REPORT

A. Schedule 1B
L.1. Actual extension of loans to eligible MSMEs other than to BMBEs,

excluding those to the extent funded by wholesale lending of or

rediscounted with another bank 2/ 0.00 0.00 0.00| 0.00
|.2. Purchase of eligible MSME loans under ltem 1 above on a "without ‘

recaurse” basis from other banks and other financial institutions 0.00 0.00 0.001 0.00
1.3. Purchase/discount on a "with recourse” hasis of MSME receivables other

than BMBE receivables 0.00 0.00 0.00} 0.00

Sub-total 0.00 0.00 0.00{ 0.00
B. Schedule 1B-1 (Wholesalers' Funds and Rediscounted Amount Column)

Loans granted to MSMEs other than to BMBEs to the extent funded by

wholesale lending of or rediscounted with another bank 0.00 0.00 0.00] 0.00
C. Schedule 2 3

1.1 Loans directly granted to BMBEs from own funds
1.2 Loans granted to BMBEs funded by government-owned banks and other
government financial institutions

Sub-total
Total 0.00 0.00 0.00 0.00
lti. LOANS GRANTED TGO MSMEs PER FRP
A Microfinance 0.00
B. Small and Medium Enterprises 0.00
Total 0.00
ill. DIFFERENCE (i 1) 0.00 0.00 0.00( 0.00

W I

This schedule shall be generated by the Supervisory Data Center (SDC) of BSP.

This shall include loans granted fo export, import and domestic micro and small and medium scale traders other
than to BMBEs, excluding those to the extent funded by wholesale lending of or rediscounted with another bank.

Validated against the Report en Microfinance Loans Cutstanding.




