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EXPLANATORY NOTE

The practice known as ATM pawning or “sangla-ATM” has become a
widespread informal lending scheme in the Philippines, wherein borrowers
surrender their Automated Teller Machine (ATM) cards together with their Personal
Identification Numbers (PINs) to lenders as collateral for loans. In this arrangement,
lenders directly withdraw the wages, pensions, or remittances of borrowers once
funds are credited, often charging exorbitant interest rates ranging from five to
twenty percent monthly. While this scheme provides immediate cash to borrowers, it
exposes them to serious risks such as loss of control over their income, vulnerability
to fraud, and long-term indebtedness.

The Bangko Sentral ng Pilipinas (BSP), through advisories such as Circular
No. 902, has repeatedly warned against ATM pawning, citing its predatory nature
and the grave security risks it poses to the banking system. Existing laws, including
the Access Devices Regulation Act (Republic Act No. 8484), the Truth in Lending Act
(Republic Act No. 3765), and the Financial Products and Services Consumer
Protection Act (Republic Act No. 11765), already provide mechanisms to penalize
fraudulent use of access devices and abusive lending practices. However, there
remains no explicit statutory prohibition that directly addresses ATM pawning as a
distinct scheme.

This bill seeks to fill that gap by formally defining ATM pawning, declaring it
unlawful, and prescribing clear penalties for lenders and entities that engage in or
facilitate the practice. By doing so, this measure aims to protect vulnerable
borrowers, uphold labor rights by ensuring workers retain control over their wages,
and strengthen financial integrity by discouraging practices that compromise
banking security. The enactment of this law will harmonize fragmented regulations,
provide clarity to enforcement agencies, and safeguard the public from exploitative
lending schemes.



It is high time that we put a stop to this form of unfair business practice by
imposing penalties against those who engage in the same and protect the public
from these unscrupulous practices.

In view of the foregoing, the immediate passage of this house bill is earnestly

sought.
HON. MK.NAINA FRANCESCA P. LACSON

Manila Teachers Partylist
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AN ACT
DEFINING ATM PAWNING SCHEME AND PRESCRIBING PENALTIES
THEREFOR

Be it enacted by the Senate and House of Representatives of the Philippines in
Congress assembled:

Section 1. Short Title. — This Act shall be known as the “Anti-ATM Pawning
Scheme Act.”

Section 2. Declaration of Policy. — It is hereby declared the policy of the State to
promote the protection of each citizen’s right to property and general welfare as an
essential part of enjoyment of the blessings of democracy. To this end, the State shall
develop policies and initiate means to discourage the unauthorized claiming of
another person’s benefits, wages, salaries, and remuneration. Further, it shall be the
policy of the State to regulate the operation of money lenders or lending entities to
prevent and mitigate, as far as practicable, practices prejudicial to public interest and
to impose criminal penalties on those who would undermine existing policies aimed
at protecting the public.

Section 3. Definition. — As used in this Act, the following terms shall be defined —

a. . “ATM pawning scheme” refers to the act of pawning the ATM card of an
individual as collateral for payment of loan obligations.

b. “ATM card” refers to an automated teller machine card through which the
wages, salaries, and other remunerations of a person may be deposited or
withdrawn.

c. “Cash card” refers to the card through which identified beneficiaries of
government programs receive their monetary benefits.

d. “Government benefits” refers to the amount of money received by a
qualified beneficiary, provided by the State through any of its programs,
including but not limited to conditional cash transfers, pensions, and
scholarships.



e. “Unfair Trade Practice in Lending” refers to the use of deceptive,
fraudulent, or unethical methods to obtain business from borrowers. This
practice would include misrepresentation, false advertising, deceptive
pricing and non-accreditation with any government regulatory body.

f. “Issuing Entity” refers to the entity that issues the cash card/ ATM card.

Section 4. Construction. — This Act shall be liberally construed to promote
the protection and welfare of beneficiaries, employees, and workers.

Section 5. Prohibited acts. — Any person who engages in the business of
money lending and profits from the same by exacting payments for due and
demandable obligations through any of the following means shall be guilty of
the violation of this Act:

a. Claiming any government benefits from the ATM/cash card of a
qualified beneficiary without the latter’s express authority stating
cause why he or she cannot claim the benefit himself or herself;

b. Withdrawing or causing the withdrawal of any amount from the
ATM card of a worker, laborer, or employee, without the latter’s
express authority stating cause why he or she cannot claim the
salary or remuneration himself or herself;

c. Disposing of, withholding, transferring, or otherwise possessing of
the ATM/ cash card necessary for the claim of a government benefit,
to a person other than the intended government beneficiary;

d. Employing any unfair trade practice in lending, such as, but not
limited to, misrepresentation, false advertising, deceptive pricing,
and non-accreditation with any government regulatory body.

Section 6. Penalties. — Any person who willfully or knowingly does or who
shall aid, permit, or cause to be done any of the acts declared to be unlawful
in Section 5 of this Act, or who violates the provisions thereof, or of any order
issued thereunder, or aids, permits, or causes such violation shall, upon
conviction thereof, be penalized with the imprisonment of not less than six (6)
months but not more than one (1) year, and a fine of not less than one
hundred thousand pesos (P100,000.00).

Section 7. Prima Facie Evidence. — The possession or custody of 5 or more
ATM cards or cash cards belonging to another shall be prima facie evidence
that a violation of this Act has been committed and therefore shall be
immediately confiscated from said unauthorized person in possession,
control, or custody thereof by the appropriate law enforcement officer.

Section 8. Data Protection. — The apprehending officer, after filing the
proper complaint, shall immediately cause the cancellation of the instrument,
informing the owner thereof. Any data necessary for the prosecution of the
offense shall be preserved or retrieved as needed through subpoena. The



apprehending officer shall ensure protection of data and integrity of the
intended payroll holder’s account, cancelling the reported instrument and all
other necessary implements thereof, informing all its branches and the
intended payee of such cancellation

Section 9. Duty of Card Issuer. — In cases wherein the cash card/ATM card
has been surrendered to any person engaged in the business of money
lending, who collects the same for the purpose of exacting payment, the
issuing entity has the mandatory duty to issue a replacement card and cause
the cancellation of the surrendered cash card or ATM card at any time upon
the request of the depositor/account holder.

Section 10. Implementing Rules. — Within sixty (60) days from the
effectivity of this Act, all concerned government agencies and relevant
stakeholders shall issue the appropriate implementing rules and regulations
of this Act.

Section 11. Separability Clause. — If any provision or part of this Act is
declared invalid or unconstitutional, the remaining parts or provisions not
affected shall remain in full force and effect.

Section 12. Repealing Clause. — All laws, decrees, orders, rules, and
regulations and other issuances or parts thereof that are inconsistent with the

provisions of this Act are hereby repealed or amended accordingly.

Section 13. Effectivity. — This Act shall take effect fifteen (15) days after its
publication in the Official Gazette or in any newspaper of general circulation.

Approved,



