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PREFACE 
  
The Micro Credit Program handbook is developed for giving 
guidance to Village Credit Management Committee (VCMC) and 
Micro Credit Management Board (MCMB) on how to effectively 
manage the credit program. VCMC and MCMB are entrusted by 
the Life Opportunity Program (LO) of Enfants&Developpement- 
Cambodia to directly in charge of managing the micro credit 
program in 34 target villages of eight target communes in Kong 
Pisei district, Kompong Speu province. 
 
The handbook is no a panacea for guarantee the effectiveness and 
sustainability of the credit program after LO's phase-out, but 
rather a credit program's implementation and management 
guidelines. VCMC and MBMC are supposed to peruse the 
handbook before running credit program.  
 
The handbook mainly evolves out of the LO's existing micro 
credit guidelines and strategic concept paper of the credit 
program. Further to this, it is, at the same time, a result of LO's 
experience and knowledge accumulated from virtually three years 
of carrying out credit program,  and knowledge acquired from the 
review of literatures as listed at the bibliography.  
 
Whilst the handbook is mainly for VCMC and MCMB since it is 
written based primarily on the LO's circumstance and context, 
Enfants&Developpement is always willing to share its 
knowledge-related resources with interested individuals or/and 
institutions.     
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I. PREAMBLE 
 
Life Opportunity Program of Enfants&Developpement has been 
working in Takeo and Kongpong Speu since July 2001 under 
financial supports from European Union (EU), Association Pour  
L'Action De Developpement Communautaire (AADC), and 
French Ministry of Foreign Affairs. The four consecutive years 
project which today covers 90 villages of 17 communes in three 
districts of the aforementioned provinces is due to end by July 
2005. LO is a holistic child-focus community development project 
working towards the enhancement of the living condition for poor 
and poorest families especially children. Thanks to its philosophy 
of developing the poor by addressing different angles of poverty, 
the project has been employing integrated approach for poverty 
alleviation. The project comprises of six components namely: (1) 
Education; (2) Food security; (3) Child protection; (4) Micro-
economic development; (5) School health education; and (6) 
Local partners capacity building.  
 
Micro-economic development component consists of two main 
activities- Micro-credit and cow bank programs. Today, micro-
credit program is active in 34 villages totally in 8 communes of 
Kong Pisei district in Kompong Speu province with a total capital 
of 84,759,100 Riels equivalent to 21,189 U.S. Dollars1. Today, the 
total accumulated interest of 1% for increasing the credit capital is 
5,386,900 Riels (1,347$). The principle has been acquired through 
the fund from EU and a big part from AADC. So far, the lowest 
interest-rate credit program has benefited approximately 998 poor 
and poorest families as they took loan either for expanding 
existing businesses or setting up the new ones.  
 
 
 
 
                                                 
1 One U.S dollar generally is equivalent to 4,000 Camb odian Riels  
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LO's micro credit program is aimed at providing small loan with 
low interest rate of only 2% per month (declining system) to the 
poor and poorest families in the target areas so as to offer the 
families opportunities to set up or expand small businesses which 
could in turn contributing to the improvement of the family living 
condition. The provision of such a low-interest loan created an 
expectation that the vulnerable and destitute families would haul 
taking loan from other financial institut ions and/or private usurers 
who normally charge much higher interest (4%-10% per month). 
Furthermore, the credit is also intended for giving birth to 
sustainable financial resources in the target villages when the 
project ended since all the principle will remain in and for the 
community.         
 

II. OBJECTIVES OF MICRO CREDIT PROGRAM  
 

1) Provide new and additional capital for running small 
businesses,  

 
2) Reduce the number of families taking loan from private 

moneylenders who charge high interest rate, 
 

3) Enhance living standard of the poorest and poor families, 
and  

 
4) Create future resource in cash for the community. 
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III. CREDIT MANAGEMENT SYSTEM 

III.1 VILLAGE CREDIT MANAGEMENT COMMITTEE:  
 
VCMC, generally comprises of three people who could be a 
village chief, a member of Village Development Committee, and a 
key people of the respective village, is created in every target 
village where there is credit program. VCMC is entrusted to be 
directly responsible for managing day-to-day activities of the 
credit program at village level. The committee has the executive 
power on the credit program. The people-selected committee has a 
two years term, and has the following respons ibility and role:   

1) Be directly in charge of daily management of the credit 
program at village level such as: validating loan requests 
from Guarantee Groups (GG), sending the requests to the 
respective CC for approval, releasing the loan after 
approval, and follow up the loan utilization by the 
borrowers, and collecting the loan on due, 

 
2) Provide regular advise and consultation to existing and 

prospective beneficiaries of the credit program, 
 

3)  Make sure that all the existing or prospective beneficiaries 
are fully understood the credit guidelines before releasing 
the loan,  

 
4) Be responsible for loan record, and always keep villagers 

and CC informed over the loan status,  
 

5) Assist people in forming GG in the respective village,  
 

6) Be in charge of executing the credit program at village level 
as per guidelines, and  

 
7) Intervene whenever necessary in problems incur within the 

GG.    
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VCMC 
Leader 

GG Leader GG Leader 
 

Vice Leader  
 

GG Leader 
 

GG Leader 
 

Treasurer 

Members  Members  
 

Members  
 

Members  
 

III.1.1 Structure of VCMC 
 
 
 
 
 
 
 
 

III.1.2 Establishment of VCMC 
 
The VCMC has to be composed of 
three persons who could be: a chief 
village, a member of VDC, and a key 
person living in the village preferably 
a teacher. The selection process 
should be done by the Micro Credit 
Management Board (MCMB) once every two years as the term of 
VCMC is two years. Wishing to stand for VCMC election, the 
person should meet the following eligible criteria:   
 

1) Be friendly and has good relationship with most people in 
the village, 

2) Be an educated person at least complete primary education, 
3) Be known and trusted by most villagers,   
4) Have good initiatives and ideas to improve the program, 
5) Be honest and transparent, 
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6) Has good character and attitude,  
7) Be able to handle the credit program effectively and 

efficiently, 
8) Be responsive and committed to improving the lives of the 

poor, and 
9) Be willing to dedicate persona l time for the sakes of entire 

community.  
 

III.1.3 Role and Responsibility of the VCMC 

VCMC leader 
 

1) Manage and be responsible for general operation and 
sustainability of credit program in the village, 

2) Manage and keep all documents related to GGs of the 
respective village,  

3) Manage and check all credit documents to ensure accuracy 
and transparency,   

4) Monitor and evaluate on all the processes of credit program 
especially the cash flow, 

5) Keep control and concentration on the situation of credit 
program in the village especially borrow and repayment 
rate, 

6) Communicate with other NGOs/institutes to foster and 
smoothen credit program, 

7) Regularly meet with all members of VCMC and/or relevant 
stakeholders to discuss on credit program related issues,  

8) Participate in meetings for finding solutions to the incurring 
problems if any, 

9) Ascertain that all the members of VCMC are active and 
cooperated,  

10) Often meet loan takers for giving necessary advices and 
encouragement,   

11) Discuss with all VCMC members before approving any 
loan request, and  
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12) Prepare regular reports on the credit program for 
submitting to the MCMB through the commune chief.  

 

VCMC vice leader 
 

1) Take over the role as VCMC leader during his/her absence, 
2) Participate in the general meeting for tackling problems 

pertinent to credit program, 
3) Assist the leader in monitoring and follow-up on credit 

program, 
4) Work with people to form GGs in the village, 
5) Follow up and check the loan utilization by borrowers, 
6) Meet borrowers to give necessary advices and 

encouragement, and 
7) Provide necessary verbal and/or written reports to leader 

and Treasurers with suggested solution if applicable.  

 

VCMC Treasurer / Cashier 
 
1) Be responsible for recording and documenting all the 

processes of borrowing and repayment, 
2) Monitor and follow-up on activities of GGs, 
3) Keep and manage credit capital to ensure safety and 

profitability, 
4) Attend regular meetings for solving credit problems if any, 
5) Check and verify the loan requests before submitting to 

leader for discussing and/or approval, 
6) Collect money from GG leaders, 
7) Report regularly to leader and beneficiaries regarding the 

credit program status, and 
8) Be responsible for loan calculation, and setting deadline for 

loan release and reimbursement.    
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III.1.4 VCMC Election 
 
Each VCMC has a two-year term. VCMC in the village can stand 
for reelection. The election of VCMC has to be managed by the 
MCMB. However, only the people aged from 18 in the respective 
village are eligible for electing the VCMC. People should be 
enabled to choose the VCMC members based on free and fair 
election. The election has to be held in the village where VCMC is 
to be elected. There are some procedures to follow when electing 
the VCMC. 
 

1) MCMB need to announce the need for electing new VCMC 
so that all villagers are made aware of that. The  
announcement, if possible, should be made through mass 
meeting, and written announcement should be placed at the 
village office. The announcement should include 
information related to objective of the election, role and 
responsibility of VCMC; number of people to be in the 
VCMC; time and venue where the election will take place; 
and criteria of eligible voters. 

 
2) During the election, there should be at least four people 

meeting the selection criteria standing for election. Out of 
the candidates, only three would be elected to be VCMC. 
The position of each elected candidate should be based on 
the number of vote. For instance, among three elected 
candidates, Mr. Sok got the most votes among the three. 
Thus he should be appointed as the head of VCMC. 
Meanwhile, Ms. Bopha got the least votes among the three, 
and therefore she should be named a treasurer or cashier. 

 
3) All the elected candidates, if they are new comers, have to 

be oriented firstly by the outgoing VCMC, and then by 
Commune councilor who is member of MCMB. 
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III.2 GUARANTEE GROUP:  
 
GG has to be formed in order to ensure 
the effectiveness and sustainability of 
the credit program. The predominant 
objectives behind the creation of the 
guarantee group are: to build a mutually 
help team, and to facilitate the work of 
the VCMC in terms of lending, 
repaying, and guaranteeing.  
 
There should be no limited number of GG in each respective 
village. The number of GG is mainly relied on the number of the 
beneficiaries. Each GG comprises of 5 people representing 5 
different families2 living in the same village. All GG members 
have to guarantee each other, and agree to payback on the behalf 
of the other member(s) should that member(s) failed to repay their 
dues. All GG members should be selected based on the following 
criteria:   

1) A poorest and/or poor family permanently resides in the 
village with good background, 

 
2) Family who is not currently indebt to either private usurers 

or other financial institution(s),  
 

3) Family having specific job/business, 
 

4) Family who is trusted by most people in the village, and last 
but not least 

 
5) Family which is not involving in any kind of gambling and 

domestic violence. 

                                                 
2 Brother, sister, children, and parent can be in the same group if it is 
unavoidable. However, Credit committee is given authority to decide and 
approve on the eligibility of the formed guarantee group.  
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III.2.1 Structure of Guarantee Group 
 
 
 

 
 

III.2.2 Role and Responsibility of the Guarantee Group  
 

GG Leader 
 

1) Give information and discuss with group members on issues 
concerning the GG or/and credit program in the village, 

2) Assure that all the requested loans are agreed upon by all 
members before submitting to VCMC for validating and 
approving,  

3) Monitor on the loan utilization by members as per purposes 
stated in the loan agreement, 

4) Attend regular meetings for solving credit problems in 
group and in village if any, 

5) Consolidate and verify the group loan request before 
submitting to the VCMC, and 

6) Collect monthly dues (principle and interest) from GG 
members and then handover to responsible VCMC.  

 
 
 
 
 

GG 

Member Member Member Member 
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GG Members 
 

1) Make monthly payment (principle and interest) to GG 
leader, 

2) Attend meetings as invited by GG leader, 
3) Make necessary and relevant reports to GG leader regarding 

the performance of other members, and last but by no mean 
least 

4) Make payment on behalf of other member(s) who failed to 
repay their debt to the VCMC. 

 

III.2.3 GG formation, Term, Condition 
 
It is worth noting that GG does not have any term. The group can 
stay together as long as they wish to. Only when any member of 
the group intends to leave the group due to whatever reason that 
the group need to look for another member. If possible it is 
strongly suggested that all members of the GG take turn to chair 
the group.    
 
It is the responsibility of the deputy head of VCMC to work with 
the potential beneficiaries in forming GG in the village. Poor and 
poorest families meeting the selection criteria should be enabled 
and spurred to voluntarily form themselves into group of five, 
should they wish to request loan from the VCMC. GGs should be 
formed before commencing the new loan cycle in the village. 
Group establishment should undergo the following steps:  
 

1) The first thing for the responsible VCMC to do is to 
publicly announce the need of forming the GG to be eligible 
for taking loan during meeting. The VCMC need to explain 
to all interested people regarding term and condition of the 
GG and credit guidelines. So that people can make 
informed decision. 
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2) After the announcement, interested people should be given 
sometime to discuss among themselves, and the voluntarily 
form groups. After having formed group(s) with full 
structure which means having the group leader and 
members, the group leader shall send list of group members 
to the responsible VCMC for validation and verification. 

 
3) Once the VCMC has validated to ascertain that the process 

of group formation is in accordance with the guidelines, the 
responsible VCMC need to bring the group list to discuss 
among all VCMC members for making final approval on 
the group.       

 
   

III.3 MICRO CREDIT MANAGEMENT BOARD:  
 
Aiming at ensuring transparency, effectiveness, and sustainability 
of the credit program once the project would end or phase-out, 
Micro Credit Management Board (MCMB) is created at district 
level participated by various stakeholders. The main goal of 
establishing MCMB is to ensure a "level playing field" whereby 
the VCMCs and the respective commune council as well as 
relevant local authoritie s who have a stake in ensuring the 
development of the community have a balance of power. This 
refers to the executive power- the power to manage the credit 
program, and the regulatory power- the power to control3 and 
supervise the operation of the VCMCs.  
 
The executive power belongs to VCMCs who directly manage the 
credit program at village level, and is held responsible for 
ensuring that the program is always in accordance with the 
guidelines, whereas the regulatory power will be of the 
established MCMB who does not directly responsible for 

                                                 
3 Control herein is referred both to mo nitoring and evaluating  
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34 VCMCs of 34 Villages  

managing the credit program, but has jurisdictions to control and 
supervise the program operation in order to make sure that thing 
will always be on the right track.  
 
MCMB is memberred by relevant stakeholders such district 
governor as honorary head, head of district office of rural 
development (DORD) as advisor, head of district office of 
agriculture (DOA) as advisor and secretary, the chiefs of 8 
commune councils (CC) as members, 8 VCMC representatives as 
focal point, and LO staff as management and technical advisor to 
the board.  
 
  

III.3.1 Micro Credit Management Board Structure  
 
  

  
 

 

Advisor-
Secretary  

 

VCMC 
Rep. 

Technical 
Advisor 

Members 
(CC chiefs) 

Advisor  
(DORD)  

Honorary 
Head  

MCMB 
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III.3.2 MCMB Role and Responsibility 
 
 

General Operation, Role, and Responsibility of MCMB:  
 
MCMB has common role and responsibility as the following:  
 

1) Work with the VCMC Representatives to develop strategic 
plan for credit program's operation and management, 

 
2) Ensure that all the VCMCs have full and formal structure at 

village level4, 
3) Resolve serious problems  which may incur either at village, 

commune, or district level vis-à-vis the credit program, 
 

4) Provide regular technical advises to VCMCs, 
 

5) Assist in building the capacity of VCMCs, 
 

6) Regularly supervise, monitor and evaluate on the 
performance of VCMCs to ensure thing is on the right track 
(based on the credit program guidelines), 

 
7) Always in protection of the poorest and poor beneficiaries' 

interests, 
 

8) Build relationship and network with other institutions, 
Agencies, and NGOs for strengthening the program, 

 
9) In consultation and with approval of VCMC 

representatives, overhaul the MCMB and Credit guidelines 
whenever deemed necessary, 

                                                 
4 It should be noted that so far in some villages where there is credit program, 
do not yet have full and formal structure to operate the program. This especially 
happened in the old target villages previously managed by WOSO- ex-partner 
in implementing activity.  
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10) With approval from VCMC representatives, take 

appropriate actions against any misconduct VCMC. The 
actions range from corrective measures to the removal of 
the person depending on the severity of the mistake, 

 
11) Approve on the loan release requests submitted by 

VCMCs, 
 

12) Always suggest or/and take appropriate and timely actions 
in order to ensure that the credit capital remains in and for 
the community, 

 
13) Assist VCMCs in taking steps towards any borrower who 

does not want to repay the loan on due, 
 

14) Sort out appropriate and most effective solutions to deal 
with the extreme rise and fall of the credit capital to ensure 
the smooth operation of the program, 

 
15) Support the VCMCs in managing the process of releasing 

the new cycle of loan before the end of the current cycle in 
order to keep the collected money revolved, safe, and 
profitable 5, and 

 
16) Keep documenting information related to credit program 

for purpose of controlling.      
 
 
 
 
 
                                                 
5 It is worth noting that currently the collected money from repayment of the 
people are sent to LO for keeping in the vault as it is safer. This, therefore 
given the long-term practice, is not appropriate since the project will leave one 
day, and the money stay in the safe unproductively.   
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Role and Responsibility of MCMB Honorary Head:  
 

1) Organize and lead the meeting of MCMB, 
2) Supervise and manage the general affairs of the MCMB, 
3) Convene meeting with MCMB and/or VCMC members 

whenever necessary,  
4) Give advice to MCMB members so that actions can be 

taken accordingly, 
5)  Lead the MCMB members in the development of strategic 

plans to ensure smooth and effective operation of the credit 
program, 

6) Solve any serious problem which emerge within the VCMC 
and/or MCMB, 

7) Create a learning environment where the capacity and 
knowledge of the VCMC and MCMB can be built, and 

8)  Assist in preparing and ensuring the complete structure of 
VCMCs.      

 
 

Role and Responsibility of MCMB Advisor:  
 

1) Assist the honorary chairman in managing and leading the 
board, 

2) Give necessary and appropriate advices to MCMB's 
members, 

3) Help the honorary leader in the preparation of MCMB's 
strategic plan,  

4) Assist the chief in dealing with or solve any serious 
problem which incur, 

5) Help the honorary leader in building capacity of the 
MCMB's and/or VCMCs' members, 

6) Assist the leader in assuring the complete structure of 
VCMC at village level, 

7) Be in charge of the MCMB during the absence of the 
honorary chairman, and 

8) Perform any other task as assigned by the honorary leader. 
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Role and Responsibility of MCMB Advisor-Secretary:  
 
1) Prepare work related reports for submitting to the board 

leader, 
2) Take precise and concise meeting minutes for distribution 

among all MCMB's members, 
3) Consolidate and prepare monthly, quarterly, and annual 

report of the MCMB, 
4) Documents all necessary files and documents of or related 

to the MCMB, 
5) Go down to the field for visiting and monitoring the work of 

VCMC, and then produce a report to the leader, and 
6) Assist the leader in inviting and/or providing information to 

the board members as instructed by the leader.  
 

Role and Responsibility of MCMB Member:  
 

1) Participate in meeting convened by the honorary board 
leaders,  

2) Regularly provide technical supports to the VCMCs in their 
respective commune, 

3) Assist the board leader and/or VCMCs in resolving 
problems if necessary, 

4) Regularly monitor and evaluate the operation of the 
VCMCs in their respective commune and prepare reports to 
the board leader, 

5) Actively involve in the preparation of the board strategic 
plan, 

6) Convene and chair in the meeting with VCMCs in their 
respective commune, 

7) Possess jurisdiction to approve on the loan release requests 
of the VCMCs of respective commune. However, before 
making the loan release approval, the MCMB members of 
the respective commune should meet and discuss with both 
MCMB and VCMCs of the respective commune,  
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8) Provide necessary and suitable suggestion to the board as 
well as the VCMCs, 

9) Regularly meet with credit beneficiaries at village level for 
evaluating the impacts and effectiveness of the program, 

10)  Cooperate with other NGOs, agencies, and institutions in 
order to build capacity of the VCMCs in their respective 
commune,  

11) Directly provide technical support towards the VCMCs in 
the respective commune in the process of releasing the 
collected money to other beneficiaries for keeping the 
money safe, profitable, and revolved, and  

12) Propose actions against any misconduct VCMC of the 
respective commune to the MCMB for discussion and 
approval.     

  
 

Role and Responsibility of LO as technical advisor:  
 
Towards the aim to guaranty the sustainability of the micro credit 
program in the today target areas of LO, there are several major 
roles to be played by LO:  
 

1) Regularly provide technical support to MCMB on the 
process and management of the micro credit program, 

 
2)  Make regular monitoring and follow-up on the activities of 

MCMB in order to ensure the right track of the program 
operation as well as to find better ways to support the 
MCMB,  

 
3) Advise the MCMB as per request on credit program 

evaluation and operation,  
 

4) Attend meeting and workshop held by the MCMB in order 
to update information, and to be consulted by the MCMB if 
necessary,  
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5) Assist the MCMB in looking for other partners and donors 
for the improvement of the micro credit program,  

 
6) Perform any other task vis-à-vis capacity building of 

MCMB as deemed necessary or as requested for by the 
MCMB, and  

 
7) Conduct regular auditing and controlling on the credit 

principle and VCMC's loan management.     
 

Role and Responsibility of VCMC representatives:   
 
The introduction of VCMC representatives or focal point as 
observers in the MCMB is to make the VCMC's voice to be heard 
in the board. The representatives are supposed to be neutral in 
their representation. This means that they have to balance the 
benefit and voice of the VCMC and that of the beneficiaries. The 
representatives have the following role and responsibility:  

1) The 8 representatives need to appoint a group coordinator 
for facilitating their representation process such as meeting, 
discussion, and information dissemination towards all 
VCMCs' members,  

 
2) Represent the VCMCs of 34 villages in the meeting and 

discussion of the MCMB in which they will act as observers 
and the focal point for discussion, consultation, and making 
decision on issues especially related to the credit program as 
well as the VCMC, 

 
3) Regularly meet with VCMC of all villages to find out 

concerns, issues, and suggestions of the VCMC, and raise 
them on behalf of the VCMCs to the MCMB for discussion 
and approval, and 

 
4) Inform VCMC the issues discussed, decided, and/or 

approved by MCMB.  
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IV. SYSTEM OF CREDIT OPERATION  

IV.1 LOAN AND BENEFICIARY: 
 
Since the poorest and poor families in the target villages6 are the 
project end beneficiaries, it is a must that they have to be given 
the first priority to receiving the loan. Should there remain credit 
capital left over from the need of the end beneficiaries, it is 
allowable that the credit committee (VCMC), in lieu of keeping 
the capital unproductive, can lend the left-over to the average 
families of the respective village. It is worth noting the credit 
capital available in any village is only for the people of the 
village. Thus, VCMC is refrained from lending money to other 
village.  
 
The amount of loan a family can take runs from 50,000 Riels to 
400,0007 Riels. Despite this, it is suggested at this stage that the 
maximal loan be applied only when VCMC is deemed capable of 
doing so. Therefore, at the present time VCMC should set the 
maximal loan at 200,000Riels (50$).  
 

IV.2 NORMAL AND SPECIAL LOAN CYCLE: 
 
The conventional loan cycle is 10 months. Ideally, to be easy for 
managing and controlling it is suggested that the loan for every 
target village start from January the first of the year and end by 
the end of October of the same year. The period from the 
beginning of November to the end of December is for the VCMC 

                                                 
6 The villages where there are credit program. In Kong Pisei there are 34 of 45 
target villages having credit program. Detailed information can be found at 
Appendix 1.   
7 It is should be understood that it is a very exceptional case that the VCMC 
would agree to provide a maximal amount of loan to any family. Only family 
with specific and expected profitable business can take the maximal amount of 
credit.  
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and MCMB to manage the end of the current cycle, and preparing 
for the next one.  
 
Within the 10-month cycle, there could be special loan taken by 
target beneficiaries in the village. The special loan is introduced in 
order to make use of the collected dues as well as to give safety to 
the dues which would otherwise in the hands of VCMC. Whilst 
the duration of the special loan cycle is primarily based on the 
negotiation between the borrower and VCMC, it is strongly 
recommended that all loan cycles both ordinary and special ones 
have to end by the end of the 10-month cycles. The following 
gives illustration to the loan cycle.  
 
 
1 2 3 4 5 6 7 8 9 10 11 12 

Loan cycle starts from January to October of the year. 
There can be special and short loan within the main 
cycle of 10 months. All special loans have to end at 
least by the end of October of the year. This means all 
loans have to end at the end of the cycle.   

Cycle 
closing 
and 
preparing 
for next 
cycle  

 

IV.3 LOAN PAYMENT AND INTEREST: 
 
Borrower taking a 10-month cycle loan is required to payback on 
a monthly basis. Each month, borrower need to pay 10% of the 
loan taken and 2% interest based on the amount of money the 
family still owes. For those taken special loan, it depends on the 
negotiation with the VCMC. However, 2% interest rate based on 
declining interest-calculation system is applied for all types of 
loan.   
 
Declining interest-calculation system is used in this credit 
program for giving fairness to the borrowers. The monthly interest 
rate of the loan (both normal and special loans) is 2% of the loan 
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owed by the loan taker. This  means that borrower only need to 
pay 2% interest for the amount of loan the family still owes per 
month. Of the 2% interest, 1% is normally be used for the sake of 
capital increment, whereas another percent is for incentive to 
VCMC who is managing the credit at village level.  
    

IV.4 METHOD OF CALCULATION:  
 
Example: Family A has borrowed 50,000 Riels (R) for a normal 
loan cycle of 10 months.  The methods of loan repayment and 
interest rate calculation are demonstrated below:  
 
There are some basic and easy steps to calculate the loan 
repayment and interest. The following steps illustrate the 
calculation method.  

 
 
Step 1: To arrive at the amount of monthly capital 

repayment, we divide the total amount of loan 
with the number of month that the loan has to be 
completely repaid, 

 
 
Total amount of loan A (Monthly capital 

repayment)   = Number of month to be completely 
repaid  

 
 
50,000R 

A (Monthly capital 
repayment)   = 

10 months  
 

A (Monthly capital 
repayment)   = 

 
50,00R 
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This means that the monthly due the family has to 
pay is 5,000R plus 2% interest calcula ted based 
on the amount of money the family still owes. In 
this case, we know that the family, at this stage, 
owes 50,000R to the committee. Hence, the 2% 
interest must be calculated based on the 50,000R 

 
 
Step 2: To calculate the 2% interest based on the amount 

of capital is owed by the family, we need to 
follow the below calculation formula  

  
 

2 x Total amount of loan still owed 
by the family B (2% monthly 

interest)  = 
100  

 
2 x 50,000R B (2% monthly 

interest)  
= 

100  
 
B (2% monthly 
interest)  = 1,000R 

 
The 2% monthly interest for the family owing 
50,000R is 1,000R. To arrive at the monthly total 
due the family need to payback, we have to sum up  
A and B. See the following formula:  

  
 

Step 3: The monthly total due the family need to payback 
to the committee is: A (monthly capital 
repayment) plus B (2% monthly interest based on 
the amount of loan owed by the family).       
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C (Total monthly due) = A (Monthly capital repayment)  + 
B (2% monthly interest) 

 

C (Total monthly due) = 5,000R  + 1,000R 

 

C (Total monthly due) = 6,000R 

 
For the second and subsequent month, the calculation 
method is quite similar. Pursuance to the above example 
we note that the family by the first month has already paid 
back 5,000R in terms of capital and 1,000R as for 2% 
monthly interest. So, it means the family still only owes 
45,000R to the committee. See the following calculation 
formula:  
 
Step 4: To arrive at the remaining amount of loan owed by 

the family, we subtract the total amount of loan 
with the amount of capital already repaid by the 
family. In our case, the family has already paid 
back 5,000R in terms of capital.   

 

D (Remaining loan 
owed by the family) 

= 
Total loan taken by the family – 
Total amount of capital already 
repaid by the family    

 
D (Remaining loan 
owed by the family) = 50,000R – 5,000R 

 
D (Remaining loan 
owed by the family) = 45,000R 

 
To calculate the 2% monthly interest based on the amount 
of loan still owed by the family and the total monthly 
payment the family has to make, we can just do the 
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calculation based on step 2 and step 3. Let's try together 
again to find out the 2% interest and total monthly 
payment using formulas from step 2 and 3.  

  
Apply formula from step 2 to find out the 2% monthly 
interest based on the total amount of loan still owed by the 
family.  

  
 

2 x Total amount of loan still owed 
by the family 

B (2% monthly 
interest)  = 

100  
 

2 x 45,000R B (2% monthly 
interest)  = 

100  
 
B (2% monthly 
interest)  

= 900R 

 
 

Apply formula from step 3 to calculate the total amount of 
repayment the family need to make. We definitely know 
that the family need to payback 5,000R every month in 
terms of capital to the committee plus the 2% interest. 
Thus, we arrive at the following calculation.  

  
 

C (Total monthly due) = A (Monthly capital repayment)  + 
B (2% monthly interest) 

 

C (Total monthly due) = 5,000R  + 900R 

 

C (Total monthly due) = 5,900R 
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Table summarizing the aforementioned formulas 
 
Month  A  

(Monthly 
capital 

repayment) 

D 
(Remaining 
Loan still 

owed  

B  
(2% 

monthly 
interest) 

C  
(Total 

monthly 
payment) 

 =50,000/10 =50,000- A = 2 x D / 
100 

= A + B 

01 5,000R 50,000R 1000R 6,000R 
02 5,000R 45,000R 900R 5,900R 
03 5,000R 40,000R 800R 5,800R 
04 5,000R 35,000R 700R 5,700R 
05 5,000R 30,000R 600R 5,600R 
06 5,000R 25,000R 500R 5,500R 
07 5,000R 20,000R 400R 5,400R 
08 5,000R 15,000R 300R 5,300R 
09 5,000R 10,000R 200R 5,200R 
10 5,000R 5,000R 100R 5,100R 
Total  50,000R 0 5,500R 55,500R 
 
 
IV. 5 LOAN REQUEST AND RELEASE 
 
There are a number of phases to undergo before the loan can be 
released. Each phase is shown and elaborated below:  
 

Phase 1: New loan cycle announcement  
 
At the beginning of the new loan cycle, VCMC need to 
publicly announce the start of new loan cycle so that 
prospective beneficiaries are aware and take actions 
accordingly. The announcement should entail:                  
(1) information about the starting date and deadline for 
accepting loan requests from GG; (2) the total availability 
of credit capital in the village; (3) eligibility criteria for 
being beneficiaries; (4) purposes of the credit program; 
and (5) the loan request and releasing processes.   
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Phase 2: Formation of guarantee group 
 

As individual family is ineligible to requesting the loan, 
there is a must that potential beneficiaries form themselves 
into GG of 5 families- if possible. Once GG is formed, 
each GG member need to prepare individual loan request, 
and submitted to GG leader for discussion and approval.  
The individual loan request form can be found at appendix 
2. If there is no problem within the GG, the GG leader can 
then send all the loan requests to the VCMC's 
cash/treasurer for validating and processing. GG Request 
Application Form ha to be filled by the GG leader before 
sending to the VCMC. The form is at appendix 3.  

 
 
Phase 3: Request Validation and Processing by VCMC     

 
After all the requests are sent to VCMC through its 
casher/treasurer, the VCMC shall meet to validate all 
requests. The focus of the validation is on: (1) whether or 
not the GG is eligible for requesting the loan; (2) validity 
of the GG members. The latter means whether or not all 
members meet eligible criteria; and (3) making sure that 
the loan request is coherent with the credit program's 
objectives.  

 
Once everything is correct, the VCMC chief prepare a 
consolidated loan request attaching with all individual loan 
requests, and send to the respective member of the MCMB 
who is commune council representative in the board. This 
means the VCMC has to send the summarized request 
annexing with all requests to the MCMB member 
representing the commune where the village belongs to.  
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Phase 4: Request validation and processing by MCMB 
member 

 
Further to validating the consolidated requests and all 
individual loan requests submitted by VCMCs of the 
commune, the MCMB member who is at the same time the 
commune council representative need to approve on the 
consolidated loan request. The approval symbolizes by a 
signature and commune council stamp can only be made 
after making sure that all the requests are in conformity 
with the micro credit guidelines. Prior to making loan 
release approval, it is advisable that the MCMB member 
discusses and informs the MCMB honorary head of his/her 
decision.  

 
Should there be any irregularity or suspicion on any 
request, the MCMB member can invite the relevant 
VCMC chief for questioning and clarification.  If the 
problem can not be solved through their discussion, both 
parties can request the intervention of the MCMB.  

 
 

Phase 5: Loan release and follow-up             
 

With the approval of the MCMB member, VCMC can 
release the loan to the GG as per request. Follow-up has to 
be made to ensure the correct usage of the loan, and to 
continue supporting beneficiary families whilst they are 
doing businesses. VCMC is supposed to give necessary 
advices to the families so as to improve their businesses.   
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Illustration of Loan request and release cycle:  
 

 
 
 
 
 
 
 
 
 
 

Phase 2: 
Formation of 

GG 

Phase 5:  
Loan release 
and follow-up 

Phase 1: 
New loan cycle 
announcement  

Phase 3:  
Request validation 
and processing by 

VCMC  

Phase 4:  
Request validation 
and processing by 
MCMB member 



 34 

V. TERM AND CONDITION OF CREDIT PROGRAM  

V.1 GENERAL CONDITION FOR MICRO CREDIT PROGRAM:  
 
Some conditions have been introduced into the credit program. 
These conditions aim to ensure the effectiveness and smooth 
operation of the credit program. They are stated as the following: 
 

1) Borrower who has not yet completely repaid the due is not 
eligible to taking new loan ne ither regular nor special loan,  

 
2) Should any member of the GG fail to repay the loan and/or 

interest, the other members of the GG have to repay on 
behalf of that member. If any or all the other members is 
(are) not willing to do so as stated in the GG guidelines, the 
VCMC has the right to temporary cease giving loan to the 
GG member(s) until the member(s) has fulfilled the 
obligation (repaying on behalf of the member who was not 
able to repay for whatever reason), 

 
3) Every month, the GG leader should, after collecting due 

payment from all members, handover the monthly dues to 
VCMC casher at his/her house. GG leader has to bring 
along the GG certificate of monthly repayment sheet for 
VCMC to fill out and signed as evidence of accepting the 
dues. The GG certificate of monthly repayment can be 
found at the appendix 4.   

 
4) Prior to loan release, VCMC has to make sure that all 

prospective beneficiaries understood the credit guidelines. 
Once understood, beneficiaries must agree in advance for 
legal actions to be taken against themselves should they 
failed to repay according to the set deadline,  
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5) Once the circumstance requires variation of the existing 
micro credit guidelines, it is under the responsibility of the 
MCMB and all VCMC to overhaul it so as to adjust to the 
situation. The guidelines in no case can be revived without 
prior agreement from all VCMC. Further, it is a must that 
the guidelines can only be reviewed based on the best 
interest of the beneficiaries.  

 

V.2 CREDIT PROGRAM LIMITATION:  
 
Generally there are some limitations to implementing this credit 
program:  
 

1) Poor and poorest families in the target villages8 are the end 
beneficiaries of the credit program, and therefore they have 
to be given priority to taking the loan, 

 
2) Only the leftover that can be benefited from by the average 

families in the same target villages,  
 
3) Credit program is implemented in catchments' area only, 
 
4) Loan is only for target family who has specific business, 

and 
 
5) Family who is still in debt to private usurer or other 

financial institution is ineligibles for this program. 
 
 
 
 
 

                                                 
8 34 target villages where credit program is running.  
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V.3 CONDITIONS FOR WRITE-OFF: 
 
Conditions for debt cancellation are set in the guidelines as we 
took the best interests of beneficiaries into account. The debt will 
be formally written off or the loan repayment conditions are 
subject review should any of the following situation incurs:  
 

1) The loan will be written off if the borrowers9 (husband and 
wife) died owing to whatever reason. If only husband or 
wife died owing to whatever reason, and the situation of the 
bereaved family members get worse as result of the lost of 
spouse, the VCMC can propose to the MCMB for:            
(1) deferring loan repayment; (2) partially or fully canceling 
the loan; or (3) writing-off the interest by requiring the 
bereaved to payback only the remaining capital, 

 
2) In case of natural calamity suffered by the borrowers, loan 

repayment conditions will be subject to review based on 
decision made by VCMC, and 

 
3) If the borrowers (the couple) are unable to repay the loan 

because of serious mental health problem(s) such as: 
psychosis, severe depression, and so on, the VCMC can not 
obliged the child(ren) of the family to repay on behalf of the 
parents. VCMC in this case can delay the repayment until 
the borrowers completely bounce back.    

 
 

                                                 
9 Borrowers here referred to both husband and wife since both of them make 
thumbprints on the loan request. However, if the borrower is a single head of 
the family (widow, widower, spinster, and bachelor) the loan will also be 
written off if he or she died.     
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VI. EXCEPTIONAL CASE FOR TAKING BACK CREDIT 
PROGRAM MANAGEMENT   
 
Despite handing-over, LO reserves rights to take over the 
management of the entire credit program including all the credit 
principle if any of the following incurs:  
 

1) The future of the credit program is in great danger of failure 
due to poor management either of MCMB or VCMC, 

 
2) The MCMB and VCMC have failed again and again to 

perform as per the set role and responsibility owing to 
personal reason which put the credit program at stake, 

  
3) The MCMB and VCMC severely commit against the credit 

guidelines unreasonably, 
 

4) Most beneficiaries' interest has been neglected either by the 
MCMB or by VCMC owing to whatever reason, and  

 
5) More than 20% of the credit principle has declined thanks 

to mismanagement and/or ineffectiveness of either MCMB 
or VCMC.  

  
  

NNOOTTEE::  Taking over the management of the credit program 
has never been any of LO's interest since LO is fully 
committed to handing over the program to the community. 
However, LO has the obligation to ensure the smooth 
running of the program. Therefore, in this regard that LO 
needs to define the exceptional condition as preventive 
measure. 
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VII. SUSTAINABILITY PLAN 
 

1) The allocated credit capital belongs to the respective 
village. However, there is no individual person in the 
village can claim the ownership of the money. It is for the 
common sake of the village, 

  
2) VCMC must devise precise plans for monitoring and 

following up the loan utilizations by the borrowers, 
 
3) VCMC should have clear schedule for meeting both among 

themselves and with GG members for discussing about the 
credit program,  

 
4) VCMC must participate in the meeting for discussing and 

exchanging experience with other organizations and 
institutions if any, and  

 
5) VCMC should strive to optimize the uses of the credit 

capital, and avoid keeping or using the capital in a non- 
productive way. For instance, the monthly dues collected 
from GGs could be immediately used as special loan to new 
GG member(s). This would not only shun keeping money 
for nothing, but also at the same time can make profit from 
it. 
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APPENDIX 
  

APPENDIX 1: LIST OF CREDIT PROGRAM'S TARGET 
VILLAGES 
  

No Village Com. 
Total 

Capital 
1% 

Interest Total 

1 
Chey 
Takuon 

Rokak
osh 

       
4,490,000  

         
211,000  

         
4,701,000  

2 Chass 
Pich 

Monn
y 

       
2,890,000  

         
100,400  

         
2,990,400  

3 
Trapaing 
Roneas 

       
2,000,000  

         
159,800  

         
2,159,800  

4 Raing 
       

2,160,000  
           

53,900  
         

2,213,900  

5 
Prey 
Sbov 

       
1,000,000  

           
97,300  

         
1,097,300  

6 
Thmar 
Khda 

       
3,258,000  

         
345,600  

         
3,603,600  

7 
Ang 
Taley 

       
2,000,000  

         
173,200  

         
2,173,200  

8 
Prey 
Tamean 

       
2,354,000  

         
131,100  

         
2,485,100  

9 
Kraing 
Lang 

          
600,000  

           
59,000  

            
659,000  

10 
Prey 
Talim 

       
1,310,000  

         
107,200  

         
1,417,200  

11 
Pong 
Teuk 

          
550,000  

           
29,100  

            
579,100  

12 
Ang 
Sang 
Kream 

       
2,400,000  

         
268,300  

         
2,668,300  

13 Thlok 

Chung 
Ruk 

       
1,000,000  

           
94,300  

         
1,094,300  
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14 Chrey 
       

3,250,000  
         

271,400  
         

3,521,400  

15 
Boeung 
Toppyus 

       
1,950,000  

         
147,700  

         
2,097,700  

16 
Chung 
Ruk 

       
2,810,000  

      
207,200  

         
3,017,200  

17 Sandol 
       

3,500,000  
         

183,100  
         

3,683,100  

18 
Ang 
Sarkhnay 

Moha 
Russey 

       
1,446,000  

         
119,100  

         
1,565,100  

19 Srang 
       

4,120,000  
         

228,900  
         

4,348,900  

20 
Thlock 
Daun Sar 

       
1,630,000  

           
30,200  

         
1,660,200  

21 
Trabek 
Toung 

Srang 

       
2,100,000  

         
185,300  

         
2,285,300  

22 
Ang 
Kantouch 

       
1,400,000  

           
77,000  

         
1,477,000  

23 
Andong 
Chross 

       
2,656,000  

         
272,700  

         
2,928,700  

24 
Prey 
Nouk 

       
3,917,000  

         
330,800  

         
4,247,800  

25 
Prey 
Kambor 

       
4,062,000  

           
80,600  

         
4,142,600  

26 
Kak 
Krapeu 

Snam 
Krape

u 

       
2,500,000  

         
137,500  

         
2,637,500  

27 Chek 
       

3,100,000  
         

160,600  
         

3,260,600  

28 
Boeung 
Trav 

       
3,000,000  

         
165,000  

         
3,165,000  

29 
Tram 
Kang 

       
3,100,000  

         
170,500  

         
3,270,500  

30 
Trapaing 
Sros 

Sdock 

   
3,230,000  

         
195,200  

         
3,425,200  
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31 Sdock 
       

3,000,000  
         

158,100  
         

3,158,100  

32 
Prey 
Char 

       
2,800,000  

         
152,500  

         
2,952,500  

33 
Beung 
Chung 
Reak 

       
2,676,000  

         
147,300  

         
2,823,300  

34 
Trapaing 
Svay 

Prey 
Vihear        

2,500,000  
         

136,000  
         

2,636,000  

Grand Total       
84,759,000  

      
5,386,900  

       
90,145,900  

  
By: June 19, 2005  
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APPENDIX 2: INDIVIDUAL LOAN APPLICATION FORM 
  

Individual Loan Application Form10 
 
ID:............................… 

Name of Borrower...………...................... Age...……... 

Sex......Village….............................., Commune.........................., 

District.............................., Province.............................. Amount of 

loan: .......................... Rie ls (........................................... ………..)  

for ............................................................................................... . 

I, on behalf of my family, promise to completely repay the 

principle and interest within a ............. month(s) starting from the 

date of receiving loan. I fully agree to respect and follow credit 

guidelines, and all terms and conditions of the GG.   

 
 
Date.......................                                                                               
 

Thumbprint of borrowers      GG leader               Chief of VCMC               

 

                                     
 
Husband          Wife            .........................           ...................
  

                                                 
10 This form is to be used for any special case in which an individual from the 
group would like to request for a specific type of loan before the end of the loan 
cycle.  
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APPENDIX 3: GG REQUEST APPLICATION FORM 
 

GG Request Application Form 

Village: ...................... 
Com:.................. 
Dist: Kong Pisei,          
Prov: K. Speu. 
Cycle No............, 
Interest rate:...........%  

 GG name:...................... 
ID:.................. 
 
Loan period:.................. 
month starting 
........../............/.......... to 
......../........./........ 

 
Date of Group Request: ..............................   
Date of Loan Received by the GG: ........................... 
 
No.  Borrowers' 

name 
# of loan 
requested  

Purpose  # of loan 
received  

Thumbprints 

1 H:     
 W:     
2 H:     
 W:     
3 H:     
 W:     
4 H:     
 W:     
5 H:     
 W:     
Total      
 
Note: All GG members agreed to respect and follow LO credit 
guidelines including all terms and conditions as specified in the 
guidelines.   

Date: ......................................... 
 

GG Leader   VCMC Leader  MCMB Member 
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APPENDIX 4: GG'S CERTIFICATE OF MONTHLY REPAYMENT  
Guarantee Group's Certificate of Monthly Repayment  

 
Village: ...................... 
Com:........................... 

GG name:......................  
ID:.................. 

Date of Group Request: ..............................   
Date of Loan Received by the GG: .......................... 

  
Date Member A Member B Member C Member D Member E Total VCMC  
 Cap. Inter. Cap. Inter. Cap. Inter. Cap. Inter. Cap. Inter. Cap. Inter. Signature  
Jan              
Feb              
Mar              
Apr              
May              
Jun              
Jul              
Aug              
Sep              
Oct              
Total              
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