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OFFICE OF THE GOVERNCGR

CIRCULAR NQ. 243

Foliowing the decision of the Monetary Board as contained in its Resolution No. 256
dated 18 February 2000 reiattve to the inclusion of “indirect” equity ownership in the
computation of total investments that qualify for equity method of accounting, the Manual of
Accounts for Commercial Banks (under Circular No. 108 dated 6 May 1996, as amended by
Circular Nos. 201 and 231 dated 1 May 1999 and 21 March 2000, respectively) is hereby
amended i mclude the revised defimtion of the account “Equity Investments”.  The
replacement page (Page 15-b) of the Manual of Accounts 1s herzin attached as Annex “A”.
“Equity Invesiment” 1s, therefore, re-defined as follows:

17 OUITY INVESTMENTS [1-3-60-00]
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sebsequent 10 acquisition, equity investments should sull be carried at
ccorded value on date of acquisition; except investments representing

maore than 50% of the voting stock of the investee company (directly or

indirectly owned) in which case the equity method of accounting shall be

:se:i The use of the equity method, however, coes not preclude the bank

om setting up valuation reserves if warranted.”

A Bank s considerad 1o have an indirect qwnership of z cerain investee company if the
Bank’s supsiciary andfor affihiate (at jeast 20% of the voning stock 15 directly owned by the
Bank) has also direct ovmership in said investee company,

Aigremenvonec amendmen: shall apply 1o financial smiements of expandsd and non-
expandead i Drecember 1999 and that souwity earnings under the amendment wiil

oot be €’.‘la ~.2 {or divigend declaravion
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ANNEX “A”

REVISIONS TO THE

MANUAL OF ACCOUNTS

FOR

COMMERCIAL BANKS




. . of the premmum
CeRPLTD LIl Do otwer debt instruments of the

SRRl fhesr st reeeiivel | monthly to this account with the
Cinorii o lonmid - i‘:}f“ED'f - FOZUEFCDU account. This shall

e
-

- an of The secutitles, the account

correspondung 1o Lie redeemsi, =il be reversed.

- IR0 [2-8-50-00

st current op

‘w1ons 1o provide for losses on IBODI.
va . ealow the amo:t;zed cost 15 cther than temporary, 1e

fprncmpe: 2nd e o0 s not’ oxpeciet on & debt security, the amortized cost
basis of L.’u. yarcuiar ast. : i be avequarciv ro ﬂdeci with allowance for probable

provision shal! L accounted for as realized loss and

Allowance jor & e Losses - FRODT - Damestic

~ T

TENt Operetions 1o provide Tor fosses on 180D -
'1.~:'-:1s,, this account 1s aiso known as “vailuation reserve”

This renresonts t
Domegio

¥

Allowanze ror Frobosic Losses - [T - F, orzign Reguiar

This represents the amoun: set up against current operations to provide for losses on IRODI -
Foreign Regular Lnds o 'sémg regulations, this account is alse imown as “valuation
' T ‘. thetr foreign currency amounts and a0 their local currency

By ch.nizu o TVEnsacuon Gates,
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1o provide for losses on IRODT -

ADOWN a3 Tvaluetion reserve

i'!iS reoresenis ¢

Cvemnents W osnares of sock, meiuding any unpzid subscripuione. of
COMPanIes/ ISUtuLCis &b ahOwes BRuer eusting laws, rules and regrulatons Equity mve‘tme“.ts
shall be booked 2 T hook aqc winchever is lower. on the date of acguismion, if cost s
greater than book vaiue, the excess chall be charged 1 full to operations or booked as deferred
charges and DEEe it ¢ penod not exceading five (5) vears,

Subsequent tv acguizmon egulty mvestments should still be carried at recorded value on date of
acquisifion, except Invesiments representing more than 30% of the votmg stock of the investee
company {(directiy or widirectly owned) 1 which case *he equity method of accounting shall be
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