
Pursuant to Article 17, paragraph 1, point 2 of the Law on Central Bank of 
Montenegro (“Official Gazette of the Republic of Montenegro”, 52/00 and 47/01) 
and Article 65, paragraph 1, with reference to Article 67, of the Law on Banks 
(“Official Gazette of the Republic of Montenegro”, 52/00 and 32/02), the Council 
of the Central Bank of Montenegro, at the meeting held on December 17, 2002, 
enacted 
 
 
 

D E C I S I O N 
On Micro-Credit Financial Institutions 

 
 
 

I. General Provisions 
 

Article 1 
 

This decision governs the establishment, licensing and license revoking, 
operations, and examination of operations of Micro-Credit Financial institutions. 

 
Article 2 

 
A micro-credit financial institution (hereinafter referred to as: MFI) is a financial 
institution that, as its main activity, grants loans for specified purposes for 
development of micro business organizations and loans for specified purposes to 
individuals. 
 
The activity referred to in paragraph 1 above may also be performed by non-
governmental organizations, under the conditions prescribed in Article 28 below. 
 

Article 3 
 
MFI must have in its title the words “micro-credit financial institution” or the 
abbreviation “MFI”. 

 
MFI may not in its title or business communication use the word “bank” or any 
derivative of the word “bank”, or any other words that may be misleading with 
regard to its status and operations.  
 
 

II. Founding an MFI 
 

Article 4 
 



An MFI shall be founded as a Shareholders’ Company or Limited Liability 
Company. 
 

 
Article 5 

 
An MFI shall apply for registration in the Central Register of the Commercial 
Court  (hereinafter: CRCC) within not longer than 60 days after licensing. 
 
The application for registration in the CRCC filed by an MFI should be 
accompanied, in addition to the documents prescribed for business 
organizations, also by the license issued by the Central Bank of Montenegro 
(hereinafter: the Central Bank).  
 

Article 6 
 

An MFI may set up its organizational parts without status of a legal entity in the 
Republic of Montenegro, subject to the approval of the Central Bank. 
 

Article 7 
 

Minimum initial capital of the MFI shall be in the amount of EUR 100,000. 
 
 
 

III. Micro-Credit Financial Institutions Operations 
 

Article 8 
 

An MFI may perform the following operations:  
 

- grant loans for specified purposes for development projects to micro 
companies, for business improvement to entrepreneurs and specified 
purpose loans to private individuals, from its own funds and from the funds 
borrowed in the money market; 

- invest in short-term securities issued by the Government of the Republic 
of Montenegro and in other quality short-term instruments of the financial 
market; 

- offer financial leasing services; and 
- offer consulting services. 

 
 
 

IV. Micro-Credit Financial Institution Licensing 
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Article 9 
 

An MFI shall submit to the Central Bank an application for an MFI license, 
supported by the following documents: 
 

a) Authorization for an individual who shall cooperate with the Central Bank 
in the process of reviewing the licensing application; 

b) The founding contract of the MFI; 
c) By-laws of the MFI; 
d) Personal information with data on professional qualifications, working 

experience and financial condition on members of the MFI’s bodies, 
including managing positions, with evidence that those persons have not 
been convicted for criminal offences to an unconditional prison sentence;  

e)  Statement that the amount specified in Article 7 of this Decision shall be 
paid in the initial capital of the MFI, indicating the payment date;  

f) Data on the parties who, upon the payment of the funds referred to Article 
7, shall acquire a 10% or bigger participation in the initial capital of the 
MFI: 

- For a private individual: personal data, residence, citizenship, 
professional qualification and summary of the previous professional 
activities of that individual; 

- For a legal entity: decision on registration, financial report for the 
last three years with the external audit report; 

g) Business plan for the first three years, which contains, as a minimum, full 
scope strategy that refers to the MFI, expected target market, projected 
asset and liability growth rates, detailed description of the business the 
MFI intends to conduct, projected initial balance sheet, and projected 
balance sheet and income statement for the first three years of operation;  

h) The following policies:  
- Policy of providing funds for lending activity; 
- Policy of granting loans and financial leasing services, including 

clear definition of the borrower profile; and 
- Policy of risk measuring, monitoring and managing; 

i) Data on premises, technical and staffing capabilities of MFI to perform its 
operations; and 

j) Evidence on the paid fee referred to in Article 27 of this Decision. 
 
The Central Bank may request other data and information if it assesses that they 
are necessary for decision-making on the application for obtaining a license for 
an MFI. 
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Article 10 

 
The Central Bank shall issue a resolution on granting or denying an MFI license 
no later than 90 days after the MFI license application has been orderly 
submitted. 
 
The resolution referred to in paragraph 1 above shall be final. 
 

Article 11 
 

The Central Bank shall grant an MFI license if all the prescribed conditions for its 
operation have been met.  
 
The Central Bank shall deliver the MFI license when it gets evidence that the 
funds referred to in Article 7 of this Decision have been paid. 
 

Article 12 
 

The MFI shall be registered in the register of financial institutions maintained by 
the Central Bank. 
 

Article 13 
 

The MFI shall submit to the Central Bank its bylaws, credit policy and lease 
financing policy, as amended. 
 
 

V. MFI Operations 
 

Article 14 
 

The MFI shall operate in such a manner as to be able at any time to meet the 
due obligations and follow the principle of safety in its work. 

 
Article 15 

 
The MFI is obliged to form reserves for potential losses on asset items, according 
to the criteria determined for days past due related to loan repayment, in the 
following percentages:  
 
Days Past Due Provision Requirement 
up to 30 days 2-24% of outstanding loan balance 
31-90 days 25-49% of outstanding loan balance 
91-180 days 50-74% of outstanding loan balance 
181-270 days 75-99% of outstanding loan balance 
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271 days and more 100% of outstanding loan balance 
 
 

Article 16 
 

The MFI may not grant a loan to an individual beneficiary, or a group of 
connected beneficiaries, in an amount that exceeds 10% of the capital of the 
MFI, but in any event a maximum of: 
 

- EUR 3,000 for a private individual who takes the loan for the first time, and 
any next loan to the same individual cannot exceed EUR 8,000; 

- EUR 5,000 for a micro business organization and entrepreneur that takes 
the loan for the first time, any next loan to the same organization cannot 
exceed EUR 20,000. 

 
Connected beneficiaries, in the meaning of paragraph 1 above, shall be spouses, 
persons in the straight blood relationship or lateral blood relationship up to the 
second degree, as well as groups of persons who, because of their mutual 
connections, represent a single risk for the MFI.  
 

Article 17 
 
The amount of funds that the MFI may borrow in the money market cannot be 
bigger than 300% of its capital at any time. 
 

Article 18 
 
The MFI is obliged to inform the Central Bank within 8 days about all the changes 
based on which a person acquires participation in the initial capital of the MFI 
bigger than 10%, and to submit information on those persons required in Article 
10, paragraph 1, point f) of this Decision. 
 
 

VI. Supervision of Operations of an MFI 
 

Article 19 
 
The Central Bank’s Decision on Bank Supervision Procedure, Method and Fees 
(“Official Gazette of the Republic of Montenegro” 37/01) shall also apply to the 
procedure of examination of an MFI, except for the provisions of Article 3, 
paragraph 1, point 3, and Article 7 of that Decision. 
 

Article 20 
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If it is determined that an MFI acted contrary to the regulations or acts of its 
business policy, or it entered unsafe and non-solid operations, the Central Bank 
may: 
 

a) Warn the MFI in writing; 
b) Conclude a written agreement with the MFI which will oblige the MFI to 

eliminate the found irregularities within a specified period of time; 
c) Order the MFI in writing to eliminate the found deficiencies and comply its 

operations with the regulations; 
d) Order temporary suspension for a member of the bodies, a body or 

management of the MFI. 
 
 

VII. Reporting 
 

Article 21 
 

An MFI submits to the Central Bank reports on its operations and financial 
position, as follows: 
 

(1) Monthly statements:  
- statements of accounts, 
- statements of accounts, by groups, 
- statements of interest rates, 

 
(2) Quarterly financial statements and schedules: 

- balance sheet and income statement, with accompanying 
schedules, 

- report on asset classification and formed reserve, with schedule of 
non-performing assets, 

- report on exposure concentration, 
- list of largest sources, 
- schedule of maturity match of assets and liabilities, 
- report on interest rate sensitivity, 

 
(3) Annual financial statement, with the independent external auditor’s report.  

 
Article 22 

 
The statements referred to in Article 21 above are submitted to the Central Bank 
within the following timeframe: 
 

- monthly statements, within 8 days after the reporting month, 
- quarterly statements, within 30 days after the reporting quarter, 
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- annual financial statement, within 6 months after the reporting commercial 
year.   

 
Article 23 

 
The reports stated in Article 21 above are submitted to the Central Bank in the 
format and with the contents prescribed in the instructions of the Central Bank. 
 
 

VIII. Accounting and Audit 
 

Article 24 
 
An MFI maintains business books, prepares accounting reports, evaluates assets 
and liabilities and prepares audited financial statements in accordance with IAS 
and the law governing auditing and accounting. 
 
The appointment of the external auditor is subject to prior approval of the Central 
Bank. 
 
 

IX. Revoking of License 
 

Article 25 
 
The Central Bank may revoke the license of an MFI if: 
 

a) The MFI fails to start its business activities within six months of the date of 
registration with the CRCC; 

b) The MFI fails to act pursuant to the Central Bank’s orders referred to in 
Article 20 of this Decision; 

c) The MFI is involved in illegal activities; 
d) Authorized examiners of the Central Bank are impeded in their 

examination, or the submission of the requested documentation is 
prevented or avoided; or 

e) The MFI submits to the Central Bank false reports on its operations. 
 

Article 26 
 
The Central Bank will revoke a license of an MFI: 
 

a) When it finds out that the license was issued on the basis of false data; 
b) When a competent body of the MFI decides to close the MFI.  
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The resolution on revoking the license of an MFI is final and it is published in the 
“Official Gazette of the Republic of Montenegro”. 
 
 

X. Fees for the Central Bank 
 

Article 27 
 
With respect to administrative expenses related to license issuing and other 
expenses, the Central Bank charges an MFI the following fees: 

 
- for issuing a license       EUR 3,000 
- for issuing approvals specified in Article 28, paragraph 1 

and Article 29, paragraph 1 above    EUR 3,000 
- for issuing other approvals      EUR    300 

 
The amount of the fee that an MFI pays to the Central Bank with respect to 
examination of their operations will be determined by a special regulation of the 
Central Bank. 
 
 

XI. Application to Other Legal Entities 
 

Article 28 
 

The operations specified in Article 8 of this Decision may also be performed by 
non-governmental organizations established pursuant to the Law on Non-
Governmental Organizations (“Official Gazette of the Republic of Montenegro”, 
No. 27/99 and 30/02) subject to the approval of the Central Bank. 
 
 
The request for obtaining approval to perform the operations specified in Article 8 
above shall be submitted by a non-governmental organization, together with the 
following documents: 

- the registration certificate, 
- the documents prescribed in Article 9, points a), b), c), g), h), i) and 

j) above, 
- personal information with data on professional qualifications and 

working experience for the persons responsible for performing the 
operations specified in paragraph 1 above, with evidence that those 
persons have not been convicted for criminal offences to 
unconditional prison sentence; 

- the latest financial statement with external auditor’s report, or other 
evidence that the non-governmental organization meets the capital 
requirement referred to in Article 7 above. 
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The provisions of this Decision related to the operations, supervision of work, 
reporting, accounting, audit and MFI license revoking shall also apply to the legal 
entities referred to in paragraph 1 above. 
 
 

XII. Transitional and Closing Provisions 
 

Article 29 
 
Legal entities established according to the Law on Non-Governmental 
Organizations (“Official Gazette of the Republic of Montenegro”, No. 27/99 and 
30/02), which, on the day when this Decision becomes effective, deal with 
lending operations, are obliged, within 90 days from the day when this Decision 
becomes effective, to comply their operations with the provisions of this Decision 
and to submit an application to the Central Bank for obtaining a license to 
perform the operations which are allowed in Article 8 above.  
 
The license application referred to in paragraph 1 above shall be accompanied 
with the documents specified in Article 28, paragraph 2 above. 
 
The Central Bank shall, within 30 days from the receipt of a timely and orderly 
submitted application, issue to the entity from paragraph 1 above a resolution on 
granting a license or it will refuse to issue a license. 
 
The resolution on granting a license shall specify the operations from Article 8 
above that the entity is allowed to perform. 
 
The entity from paragraph 1 above, which fails to submit an application for 
issuance of a license within the prescribed timeframe, or fails to obtain a license 
by the Central Bank’s resolution to perform the operations specified in this 
Decision, will be forbidden by the Central Bank to engage in such operations.  
 

Article 30 
 
This Decision becomes effective on the 8th day of its publication in the “Official 
Gazette of the Republic of Montenegro”. 
 
 

THE COUNCIL OF THE CENTRAL BANK OF MONTENEGRO 
 

PRESIDENT OF THE COUNCIL 
Ljubisa Krgovic 
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