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[ BSP CIRCULAR NO. 685, S. OF 2010, April 07,
2010 ]

RULES AND REGULATIONS FOR THE RECOGNITION AND DE-
RECOGNITION OF MICROFINANCE INSTITUTION RATING

AGENCIES

SECTION 1. Statement of Policy -   Third-party ratings of financial institutions
provide an independent assessment which will ultimately benefit stakeholders,
including the management  of the covered financial institution. For microfinance
institutions, the enhanced transparency and independent assessment can materially
improve access to capital of qualified institutions and generate a useful benchmark
vis-à-vis other microfinance institutions. As a matter of policy, the Bangko Sentral
ng Pilipinas (BSP) supports an enabling environment for the appropriate use of
objective, credible and competent third-party ratings of microfinance institutions.

 

Toward this end, the following rules and regulations that shall govern the
recognition/ derecognition of Microfinance Institution Rating Agencies (MIRA),
particularly for those that provide ratings for banks with microfinance operations,
are hereby prescribed.

 

SECTION 2. Pre-Qualification Requirements. The application of a MIRA for BSP
recognition shall be submitted to the Supervision and Examination Sector (SES) of
the BSP together with the following information/documents:

 

A. An undertaking that:
 

1.the MIRA shall comply with regulations, directives and instructions which the BSP
may issue from time to time; and

 

2. the MIRA shall notify the BSP in writing of any material changes within the
organization (such as but not limited to changes in management or organizational
structure, rating personnel, modifications of its rating practices and financial
deterioration) that may affect its ability to provide reliable and credible ratings.

 

B. Other documents/information:
 

1. Brief history of the MIRA, major rating activities handled including information on
the name of the client, type of instruments rated, size and year of issue;

 

2. Audited financial statements for the past three (3) years and such other
information that may be considered relevant for selection purposes;

 

3. List of major stockholders/partners (owning at least 10% of the voting stocks of
the MIRA directly or together with relatives within the 1st degree of consanguinity or
affinity);



4.  List of directors, officers, members of the rating committee and professional
analytical staff of the MIRA; including their qualifications, experience related to
rating activities, directorship and shareholdings in the MIRA and in other companies,
if any;

5. List of subsidiaries and affiliates including their line of business and the nature of
interest of the MIRA and in these companies;

6. Details of the denial of a previous request for recognition, if any (such as
application date, date of denial, reason for denial, etc.); and

7. Details of all previous and pending litigations connected with the securities
market against the MIRA, its directors, officers, stockholders, members of the rating
committee and professional analytical staff, if any.

SECTION 3. Minimum Eligibility Criteria – The BSP will review the application based
on the following basic principles:

1. The proposed rating framework that will be used by the applicant-MIRA reflects
all the material facets of microfinance operations, its attendant risks and operational
challenges.

2.The applicant-MIRA demonstrates the technical capability, experience and
organization to provide microfinance ratings that are objective, credible and
transparent.

Based on the above principles, the BSP, through the Monetary Board, may officially
recognize a MIRA upon satisfaction of the following requirements. The official
recognition shall be valid for a period of three years and may be renewed upon
assessment that the following requirements are satisfied.

A. Organizational Structure

1. A MIRA must be duly registered with the Securities and Exchange Commission
(SEC) and have the necessary permits to operate; and

2. A MIRA must have at least five (5) years track record in the issuance of reliable
and credible ratings with particular experience in microfinance.

3. An international MIRA that will undertake local ratings shall have a representative
office in the Philippines.

B. Resources

Human Resources

1. A MIRA must be staffed by full-time analysts who have the demonstrated
capability to competently assess the credit worthiness of a microfinance institution
(MFI). The analysts referred herein preclude support staff engaged in other
functions such as, but not limited to, marketing and administration;



2. A MIRA must have a sufficient number of analysts so as to allow substantive
interaction with the senior management and operating units of the assessed/rated
entities as a routine component of the surveillance process;

3. The MIRA shall establish a Rating Committee, independent of its analysts, whose
members have unquestionable expertise in the rating business, majority of whom
must have at least five (5) years direct professional experience in rating institutions;

4. The directors of the MIRA must possess a high degree of competency equipped
with the appropriate education and relevant experience in the rating business;

5. The directors, officers, members of the Rating Committee and professional
analytical staff of the MIRA have not at any time been convicted of any offense
involving moral turpitude or violation of the Securities Regulation Code; and

6. The directors, officers, members of the Rating Committee and professional
analytical staff of the MIRA are not currently involved as a defendant in any
litigation connected with violations of the Securities Regulation Code nor included in
the BSP watchlist.

Financial resources

1. The MIRA must have the financial capability to support viable operations such as,
but not limited to, the necessary technology and infrastructure to ensure the
effective processing of data/information and the timely release of reliable and
credible ratings; and

2.  The MIRA must have financial independence that will allow it to operate free
from economic and political pressures.

C. Objectivity

1. The MIRA must employ an assessment methodology which is accepted as a global
standard. Where the MIRA uses its own proprietary framework, said methodology
must have been in market use for at least 3 years with demonstrable credibility;

2. The assessment methodology used by the MIRA must be based both on
qualitative and quantitative approaches; and

3. Said assessment methodology must be subjected to periodic review to ensure
that it is responsive to changes in the operations of assessed/rated entities.

D. Independence

1. The MIRA must be free from control of and undue influence by the entities it
assesses/rates;

2. The assessment process must be free from ownership pressures to allow the
management of the MIRA to exercise independent professional judgment;

3. Persons directly involved in the assessment process of the MIRA are free from
conflicts of interest with assessed/rated entities; and


