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OFFICE OF THE GOVERNOR

CIRCULAR NO. 463
Series of 2004

The Monetary Board, in its Resolution No. 1785 dated 9 December
2004, approved the following amendments to Subsection X306.5 of the
Manual of Regulations (MOR) and Subsection 4308Q.5 of the Manual of
Regulations for Non-Bank Financial Institution (NBQBs) to implement Section
49 of Republic Act (R.A.) No. 8791, otherwise known as the General Banking
Law of 2000.

SECTION 1. Provisions for losses.

The board of directors of banks and NBQBs are responsible for
ensuring that their institutions have controls in place to determine the
allowance for probable iosses on loans, other credit accommodations,
advances and other assets consistent with the institutions’ stated policies and
procedures, generally accepted accounting principles {GAAP), the BSP rules
and regulations and the safe and sound banking practices. The board of
directors, in fulfilling this responsibility, shall require management to develop
and maintain an approptiate, systematic and uniformly applied process
consistent and in compliance with existing BSP rules and regulations to
determine the amount of reserves for bad debts or doubtful accounts or other
contingencies.

SECTION 2. Write-off.

Banks, upon approval by their board of directors, may write-off loans,
other credit accommodations, advances and other assets against allowance
for probable losses (valuation reserves) or current operations &s soon as they
are satisfied that such loans, other credit accommodations, advances and
other assets are worthiess as follows:

1. In the case of secured loans, banks and NBQBs may write-off
loans, other credit accommodations and other assets in an amount
corresponding to the booked valuation reserves, provided that the
balance of the secured loans, other credit accommodations,
advances and other assets shall remain in the books.

2. In the case of unsecured loans, other credit accommodations,
advances and other assets, banks and NBQBs shall write-off said
loans, other credit accommodations, advances and other assets in
full amount outstanding.
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However, write-off of ioans, other c¢redit accommodations, advances
and other assets considered transactions with DOSRI shall be with prior
approval of the Monetary Board,

SECTION 3. Definitions.

For purposes of this Circular, the following terms are hereby defined as
follows:

1) Loans. The term loans shall refer to all the accounts wunder the loan
portfolio of a bank and a NBQB as enumerated in the Manual of Accounts
for Banks/NBQBs.

2) Other Credit Accommodations. The term other credit accommodations
shall refer to exposures of banks and NBQBs other than loans such as
sales contract receivables, accounts receivables, accrued interest
receivables, lease receivables, and rental receivables.

3) Advances — The term advances shall refer to any advance by means of an
incidental or temporary overdraft, cash “vale”, any advance by means of
DAUD and any advances of unearned salary or unearned compensation.

4) Other Assets. The term other assets shall refer tc investments,
placements, ROPOAs and all other asset accounts that will not fall under
loans and other credit accommodations.

5) Bad Debts. The term bad debts shall refer to the definition under Subsec.
X136.1 of the MOR.

SECTION 4. Reporting Requirements.

Notice of write-off of loans, other credit accommodations, advances
and other assets shali be submitted in the prescribed form (copy attached) to
the supervising and examining department concerned at least twenty five
(25) banking days prior to the intended date of write-off.

The income tax expense deferrad corresponding to the amount of loan,
other credit accommodation, advances and other asset written-off considered
deductible for income tax purposes shafl be recognized and reversed in bank’s
books.

SECTION 5. Applicability to Non-Bank with Quasi Banking Functions
{NBQBs).

The regulations contained herein shail also apply to NBQBs.
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SECTION 6. Effectivity.

This Circular shall take effect fifteen (15) days following its publication
in a national newspaper of generai circulation.

FOR THE MONETARY BOARD:

aby e/

ARMANDO L. SURATOS
Officer-In-Charge

W December 2004
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SES Form 6H (CBP 7-16-21), revised

Name of Bank

NOTICE /APPLICATION FOR WRITE-OFF OF LOANS,

Address

DEADLINE:

Twenty-five (25) banking days
prior to intended date of write-ofT.

SUBMISSION:

Original and duplicate, SED

OTHER CREDIT ACCOMMODATIONS, ADVANCES AND OTHER ASSETS

Date
Date Amount
Name of | Type of Approving to be Justification
Borrower/ | Credit Body/ Original O/8 Accrued | Written- | Recommending | to Write-
Address | Accom. | Security Officer | Granted | Due | Amount | Balance | Interest off Body/Officer Off
(1) (2) 3) (4) (5) (6) (7) & ®) (10) (11) (12)
Total

I certify that the foregoing loans and advances aggregating P

of this Bank in its Resolution No.

, Series of

dated

were authorized to be wntten-off by the Board of Directors

(Signature of Authorized Officer Over Printed Name)



