27 October, 2016

MONETARY BOARD
CENTRAL BANK OF SRI LANKA

MICROFINANCE ACT DIRECTIONS NO. 07 OF 2016

REGULATORY FRAMEWORK FOR ACCOMMODATIONS

Issued under Section 11 of the Microfinance Act, No. 6 of 2016

1. Maximum
Amount of
Accommodation
(MAA) to
customer

1.1

The Licensed Microfinance Company (LMFC) shall not grant
accommodation in respect of the following customers in excess
of the limits stipulated in Direction 1.2, based on its core capital
as per the latest audited financial statements, subject to

Direction 3:

(a To any single company, public corporation, firm,
association of persons or an individual [excluding
Community Based Organisations (CBO)]; or

(b) In the aggregate to (excluding CBO)—

i) an individual, his close relations or to a company or
firm in which he has a substantial interest;

iil) acompany and one or more of the following:—

a) its subsidiaries;

b) its parent company;

c) its associate company;

d) its joint ventures;

e) asubsidiary of its parent company; or

f) a company in which such company or its
subsidiary, or its parent company, or a subsidiary
of its parent company, has a substantial interest.

(c) ToaCBO



2.

Aggregate limit

1.2

2.1

Level Core MAA MAA relates MAA
capital relates to | to customers | relates to
in Rs. Mn | customers | referred to customers
referred to in referred to
in Direction in
Direction 1.1(b) Direction
1.1(a) In Rs. 1.1(c)
In Rs. In Rs.
I Over Rs 500,000 600,000 1,000,000
100 mn
and less
than
Rs.200 mn
I Over 600,000 750,000 1,500,000
Rs.200 mn
and less
than
Rs.300 mn
111 Over 750,000 1,000,000 | 2,000,000
Rs.300 mn

For LMFCs with a core capital of less than Rs. 300 mn;

In the case of accommodations granted as at any given date to
any category of customers referred to in Direction 1 above in
excess of Rupees Three Hundred Thousand (Rs.300,000/-), the
sum total of the outstanding amount of accommodation granted
to such customers shall not exceed forty percent (40%) of the
total outstanding amount of accommodation granted by LMFC to
all customers excluding the Government of Sri Lanka as at the
end of the immediately preceding month.

For LMFCs with a core capital of over Rs. 300 mn;

In the case of accommodations granted as at any given date to
any category of customers referred to in Direction 1 above in
excess of Rupees Five Hundred Thousand (Rs.500,000/-), the
sum total of the outstanding amount of accommodation granted
to such customers shall not exceed forty percent (40%) of the
total outstanding amount of accommodation granted by LMFC to
all customers excluding the Government of Sri Lanka as at the
end of the immediately preceding month.



3. Exclusions of 3.1
Accommodations
from maximum
limits

4. Accommodation 4.1
to related parties

5. Classification of 5.1
credit exposures

5.2

6. Regulatory 6.1
Reporting

7. Steps to secure 7.1
compliance with
Directions

Accommodation granted against the security of cash, gold,
Government Securities, Central Bank Securities, Treasury
Guarantees, and Central Bank Guarantees shall be excluded,
when computing MAA under the Direction 1.

No LMFC shall grant any accommodation to the following of
such LMFC:

a)  Any directors

b)  Any directors of the parent company

¢)  Chief Executive Officer/General Manager
d) Close relations of (a), (b) and (c) above

€) A shareholder who has 10 percent or more of the voting
rights

Every LMFC shall adopt a credit risk grading system or
categorization based on repayment patterns, i.e., delinquency
status which must appropriately reflect the risks associated with
credit facilities granted by the LMFC. Minimum guideline for
such categorization of impaired facilities of customers based on
the delinquency patterns are given at Annexure 1, Table 1.

LMFCs shall quantify provisions, as per the credit facilities
categorised in accordance with Direction 5.1, on the amount
outstanding net of realisable security value and interest
suspended in the event of such interest being debited to the credit
facility as per the following.

Categories of Non- Minimum Specific
performing Credit Facilities | Provisioning Requirement

Substandard 25%
Doubtful 50%
Loss 100%

Every LMFC shall submit a quarterly return to the
Director/Department of Supervision of Microfinance Institutions
(D/DSMI) within 15 days from the end of each quarter in
accordance with the format given in Annexure I, Table 2 and 3.

Where the Monetary Board has determined that a LMFC has
contravened Direction 1, and the determination of such
contravention has been conveyed to LMFC, such LMFC shall not
pay dividends or repatriate profits until the contravention is
rectified and such rectification is confirmed by D/DSMI



8.

Interpretations

8.1

8.2

83

8.4

8.5

CBO shall be a registered legal entity and be able to legally
accept loans as per its statute such as its Memorandum of
Association/Articles of Association, Constitution or By-Laws.
The following conditions have to be fulfilled in order to be
considered as a CBO;

i. A tri-party Memorandum of Understanding between the
LMFC, CBO and any organization which the CBO
operates with should be signed with regard to the loan
repayments.

ii. The CBO should have a Board resolution with regard to
borrowing money from the LMFC

iii. The bank statements, audited financial statements and
corporate governance have to be assessed in deciding to
grant loans to a CBO.

iv.  The individual’s loans repayment capacity to be assessed
by the LMFC and the CBO separately.

Close relation in relation to an individual means spouse and
dependent child of such individual. Dependent child shall have
the same meaning assigned to the term in the Finance Business
Act, No. 42 of 2011.

Substantial interest means holding of beneficial interest by
another company or an individual or his close relation whether
singly or taken together, exceeding ten percent of the stated
capital. In relation to a firm the beneficial interest held is
applicable to an individual or his close relation of such firm.

“Parent”, “Subsidiary”, “Associate” and “Joint Ventures”, as
defined in the Sri Lanka Accounting Standards.

Accommodations shall mean credit exposure and investment
exposure as specified below:

a) Credit exposure shall include all on-balance sheet
accommodations and off-balance sheet accommodations.

i)  On-balance sheet credit exposure shall mean term
loans, pledge loans, revolving loans, hire purchase
loans, leasing facilities, pawning advances and
reverse repurchase agreements against debt securities
and other instruments of a similar nature.

ii) Off-balance sheet credit exposure shall mean a
commitment to accept contingent liabilities, including
guarantees and bonds



8.6

8.7

b) Investments exposure shall include all financial
investments excluding investments in government
securities.

Amount of accommodations shall be the total of on-balance sheet
accommodations and off-balance sheet accommodations as
specified below:

a)  Amount of on-balance sheet accommodations: The amount
of on-balance sheet accommodations shall mean the total
of the accommodation limits prevailing at any given date or
the total outstanding amount of all accommodations,
whichever is higher. In the case of fully drawn term loans,
the outstanding amount of accommodations shall be
reckoned as the amount of accommodations.

b) Amount of off-balance sheet accommodations: The amount
of off-balance sheet accommodations shall mean the total
of the accommodation limits prevailing at any given time

or the outstanding amount of accommodations, whichever
is higher.
Outstanding amount of accommodations shall be the carrying

value as per the financial statements of the both on-balance sheet
and off-balance sheet accommodations.

Ko .

Indrajit Coomaraswamy
Chairman of the Monetary Board
Governor of the Central Bank of Sri Lanka



oyep onp *91ep anp ay} woxy w%&ﬁ *9]8p Snp Sy} WO § .\hﬁﬂu ) Amuﬁoaﬂg

ssowt | oy woxy skep (g] vew SS9| 0Z1 Uey} SS9] g s1ow 09 uey) ss9[ Inq sAep 19[[nq) 91Ep 9np € U0 10 pourad

Io sAep (8] J10j Siesue |nq sow 1o sAep (Z[ 10} Jo sAep ()9 10 SIEaLIR | ()€ URY) SIOUI I0F STEdLTe paryIoads © Jo pud ) 18 JuSuw[e)sul

w o spjowAded ayJ | sieaue ul ore sjuowked ayf, ur a1e syudwiAed oy, ur a1 syuowiied oy, ouo ur o[qeAedar samsodxa }pa1)
orep amp "9)ep anp oy} Wy SAep |  9)ep Inp dY} Woy sAep

10 sep (g] 1o} sieoue | Inq aIow O SAEp O7[ 10 10 sAep ()9 10J SIeoMIe | ()€ UBY) SIOW IOJ SIBdLIe A1aeak 10 A[reak Jrey 1o Ajiopenb

w oe swowded oyj | sresue ul ore sjuowded Yy, ur axe syjuswded oy, ur are sjuowAed ay ], ur o[qededar samsodxs 1par)
‘predun pue "predun pue

PIEAUN PUE | 515 o1 jsoz0jur JO/pUE | NP ST }SIISYUT J0/pUE SJUSWI[[E)Sul

onp 2Je jsardul JIo/pue d de ) d de * £ Cod d .

-predun pug onp oxe | [ediound  ‘syuswiprersuy redmounid ‘sjuswifeisur Tediourd ‘syuow|je)sut Tquowr ur o[qededas rended

jsoroyur Jojpue [ediound | ] ueyy  sso]  Ing Z1uey) ss9[ Inq 9 uey) SS9 INq JO JSOIOMUL JOYHS “*3°1 ‘SIUSUI[[e)sul

alowr 10 sjuduijjeisur g

alow IO syusuwjjeisul 7|

oJOW IO SJUSWI[[BISUL §

2I0W JO SJUSWI[[BISUI €

Apuow uy ojqeAedar samsodxa JIpax)

‘9Jep anp ueo[ 2y}
WoIJ 310w 10 SKep (71
UBY} 9JOWI JOJ SIBALIR
ur st juamded ay,

*9)ep anp apy
woiy sAep (g Uey) ss9| Inq
slow 1O 9)Bp dnp ueo| oY}
woJj sAep 06 uey) alow JIof
sieaue ul si juowided oyJ

"aJep onp 2y} Wolj sAep
06 ueyl SS9] Inq alow
IO 9Jep Snp uBO| 9Y) WOIJ
sAep (9 uey) alouWl I0J
szeawre ui st yuswAed oy,

"ajep onp sy}
wouij sAep (9 ueyl ssof Ing
sIow IO 2JEp Anp UBO[ AY)
woJy sAep (¢ Uey} 2I0W JOJ
sigolre ul ST juowAed ayJ,

"JUOUI SUO UBY] SSI] aseq JudumAedar
Aue “3°1 ‘siseq AP{eam-1q/A]Yaam/A1ep
ur ojqededar samsodxa JIpa1)

SSO

mpqnoq

plepuejsqnsg

UONUIA [e1ddS

ainsodxd
1pa.Jd Jo adAy,

UONBIJISSE]D)

[ 2InXduuy

saansodxa yipaxd pasredun jo uonesLioSo)ed Jagin g — Surpe.rs) Ysry 10§ BLIILL)

| CLAD




Jurpueisino jJunowe uo pased;

(9) 30 % ® se (p) ®)
-/000°00€'SY Pa99X%a ey} dnoid/sidwo)sno ay) Jo anjea Jurdues [ejo], (P
-/000°00€ 'Sy SP999xa 1By} dnoiJ/SIowo)snd Jo Joqunu [ej0], b))}
UOTIEPOWIO00R O} JO anjeA Surpuelsino [ejo], @
SISWO0ISNO URO[ JO JaquInu [ejo], (®)
133Ys
iEELI 3 Jdue[eq
| [®i0] Jdueeq-JO -uQ uondrsaq IUAIIIY
Y U]
AL/mu/pp je se uoneuLIOJU] JIP(Q)
£€9[qeL
[eI3)E[[0) dnou3/1omo)sn)
SyaRmYy JoadAy, SuipuejsinQ yury adL], LHypoey | "oN 'JoYy ueo] Y} Jo dmeN
SH

AL/aui/pp je S UoIBpOWUI0d) do
I \A AR
(A{ULAY



| — Pe— —




