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Read online (full-text search, related cases, audio case brief): https://batas.org/library/fcf1d76db816/

Pursuant to Monetary Board Resolution No. 1018 dated 07 July 2011, Sections X305 and X307, and Appendix 19
of the Manual of Regulations for Banks (MORB) are hereby amended to read, as follows:

Section 1. Method of computing interest. A new Subsection X305.5 is hereby added to Section X305, MORB to
read, asfollows:

"8X305.5. Method of computing interest. Banks may only charge interest based on the outstanding balance of
aloan at the beginning of an interest period.

For aloan where principal is payable in installments, interest per installment period shall be calculated based
on the outstanding balance of the [oan at the beginning of each installment period.

Towards this end, al loan-related documents shall show repayment schedules in a manner consistent with this
provision. Marketing materials and presentations shall likewise be consistent with this provision.”

Section 2. Definition of Terms. Items g and h of Subsections X307.1, MORB are hereby amended to read as
follows:

XXX

g. Finance charge includes interest, fees, service charges, discounts, and such other charges incident to the
extension of credit.

h. Simple annual rate is the uniform percentage which represents the ratio between the finance charge and the
amount to be financed under the assumption that the loan is payable in one year with single payment upon
maturity and there are no up-front deductionsto principal .

For loans with terms different from the above assumptions, the effective annual interest (EIR) rate shall be
calculated and disclosed to the borrower as the relevant true cost of the loan comparable to the concept of
simple annual rate.

For loans with contractual interest rates stated on monthly basis, the effective interest rate may be expressed as
amonthly rate.

In accordance with the Philippine Accounting Standards (PAS) definition effective interest rate is the rate that
exactly discounts estimated future cash flows through the life of the loan to the net amount of loan proceeds.
For consistency, methodology and standards for discounted cash flow models shall be' prescribed to be used
for the purpose.”

Section 3. Information to be disclosed. Subsection X307.2, MORB is hereby amended to read as follows:

"8X307.2 Information to be disclosed. As a genera rule, loan terms shall be disclosed to all types of borrower.
For small business/retail/consumer credit, the following are the minimum information to be disclosed (sample
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formin Appendix 19):

- The total amount to be financed;

- The finance charges expressed in terms of pesos and centavos,
- The net proceeds of the loan; and

- The percentage that the finance charge bears to the total amount to be financed expressed as a simple annual
rate or an effective annual interest rate (EIR) as described in item h of Subsection X307.1. EIR may also be
quoted as a monthly rate in parallel with the quotation of the contractual rate. Banks are required to furnish
each borrower a copy of the disclosure statement, prior to the consummation of the transaction.”

Section 4. Posters. Subsection X307.4, MORB is hereby amended to read as follows:

"'§ X307.4 Posters. Banks shall post in conspicuous places in their principal place of business and branches, the
information as contained in the revised format of disclosure statement (Appendix 19), with further
enhancement through the Memorandum to All Banks to be issued for the purpose. The posters shall include an
explicit notification that the disclosure statement is a required attachment to the loan contract and the customer
has a right to demand a copy of such disclosure.”

Section 5. Appendix 19, MORB, Format of Disclosure Statement on Loan/Credit Transaction, is hereby revised to
reflect the present industry practices, specifically targeted towards the small business, retail and consumer loans,
but still consistent with R.A. No. 3765.

This Circular shall take effect on 1 July 2012.
Adopted: 20 July 2011

FOR THE MONETARY BOARD:

(SGD.) AMANDO M. TETANGCO, JR.
Governor

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 3
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library BSP CIRCULAR NO. 730, S. 2011, July 20, 2011

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.
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