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Sertes of 2000

TO : ALL SANKS

x

SUBJECT: COMPUTATION OF PENALTIES UNDER P, D, 717

. (y

This 1s to clarily the provision of Liem AT of Subsection ¥341.10 of the Manual of
Regulatiors, as amended by Circular 238, which provides that for non-compliance/under-
compliznce with the mandatory credit allecation for agri-agra credit , “a daily fine in proportion
to degr:c_of compliange shail be impossd depending on the total assets of the banks as of
reporting period”.

4 sample computation of penalties to be imposed on a bank for under-compliance/non-
compliznce with the recairements of the Agri-Agra Law is illustrated below:

llustration A;

A bank with total assets of P100 million has a degree of compliance with the agri-agra
credi allocation rxquirement of 45% (i.e. only 45% of the required 25% of its loanable funds
vas allocated for agri-agra purposes, '

Fermuta: Maximam Datly Fine x Degree of under-compliance x  # of days with under-compliance

Fhere: Actual Ratio of Compliance with:

10% Credit Allocation Requirement 5.00%
15% Credit Allocation Requirement 6.25%
25% Toral Agri-Agra Credit Reguirement 11.25%
Degree of Compliance 45.00%
Degree of under-compliarce 100% - (1}1.25% + 25%) 55.00%
Maximum Daily Fine for onder-compliance

(for banls with assets of P130 million and below) P 166.00

Assumiry the 55% undercompliance remained
uncorrected for 15 days from the end of ref. quarter

Daily Peralty (P100.00 x 5%%) P 55.00
Number of days with under-compliance 15
Amount of Penalty P 325.00
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Nlustration B;

Bank A with total assets of P10€ millics has 3 degise of compliance with the agia
credit allocation requirement of 30% and with agri credit oF 133%, while Bank B with total
assets of P100 million has & degree of complia iih the agra credit of 120% and with
agri credit of 86.17% . It is assumed that the rale on offsetang, 1. e. sxcess compliance in the
10% agra credit may be used to ofiset 2 deficiency, i’ any, in the 5% agri-credit, buf not
vice-versa, was complied.

Bank A Banl 2
Where: Actual Ratio of Compliance with:
a. 10% Credit Allocation Requiremen? 5% 12%*
b. 15% Credit Allocation Reqguiremeni 209%* 3%
c. 25% Total Agn-Agra Credit Eequirement 25% 25%
Total degree of compliance: Bank A (3% + 13%) :25% 80%
Bank B (12% + 13%): 25% 100%
Total degree of under-compliance 20% d
Maximum Daily Fine for under-compliance
(for banks with assets of P100 mitlion and below) P 100.00 Pi10GGO
Daily Penalty (P100.00 x total degree of w/compliancey P 20.00 .
Number of days with under-compliance 15 -
Amount of Penalty P 300.00 -

*  Excess compliance is eligible for offsetiing
** Excess compliance is not eligible for offsetting

For information/guidance.
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