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Pursuant to Monetary Board Resolution No. 1064 dated 14 July 2011, the guidelines
on the implementation/ early adoption of Philippine Financial Reporting Standards
(PFRS) 9 Financial Instruments are hereby amended.

 

Section 1. The provisions of Circular No. 708 dated 10 January 2011 on the
implementation/early adoption of PFRS 9 are hereby amended, as follows:

 

“x x x
 

“Section 2. Classification and measurement of Financial Assets and Financial
Liabilities under PFRS 9

 

“PFRS 9 shall apply to financial assets and financial liabilities within the scope
of Philippine Accounting Standards (PAS) 39. Financial institutions (FIs) shall
classify and measure financial assets and financial liabilities in accordance with
the provisions of PFRS 9 upon its initial application.  FIs shall likewise observe
the following guidelines in the implementation of PFRS 9:

 

“x x x
 

“3. Financial assets measured at fair value through profit or loss. x x x
 

“Financial assets measured at fair value through profit or loss shall consist of
the following:

 

“a. Financial assets held for trading (HFT) as defined in PFRS 9;
 

“x x x
 

“8. Classification of financial liabilities. Financial liabilities shall be
classified as subsequently measured at amortized cost using the effective
interest method, except for:

 

“a. Financial liabilities which are part of a hedging relationship, in
which case the provisions of PAS 39 on hedge accounting shall
apply;

 

“b. Financial liabilities measured at fair value through profit or loss;



and

“c. The following financial liabilities which shall be subsequently
measured in accordance with the provisions of PFRS 9:

“i. Financial liabilities that arise when a transfer of a
financial asset does not qualify for derecognition or when
the continuing involvement approach applies;

 

“ii. Financial guarantee contracts, as defined under
Appendix A of PFRS 9; and

 

“iii. Commitments to provide a loan at a below-market
interest rate.

 

v9. Financial liabilities measured at fair value through profit or loss.
Financial liabilities measured at fair value through profit or loss shall consist of
the following:

 

“a. Financial liabilities held for trading (HFT), including derivative
liabilities that are not accounted for as hedging instruments, and

 

“b. Financial liabilities designated at fair value through profit or loss.
 

“10. Financial liabilities designated at fair value through profit or loss
(DFVPL).  An FI may, at initial recognition, irrevocably designate financial
liabilities as measured at fair value through profit or loss subject to the
conditions mentioned under PFRS 9 and the regulatory requirements for
financial assets DFVPL under Item No.“4”above.

 

“Net unrealized gains/losses arising from changes in the fair value of financial
liabilities DFVPL shall be recognized in profit or loss: Provided, That those net
unrealized gains/losses that are attributable to changes in the liability’s credit
risk shall be recognized in “Other Comprehensive Income (OCI)” Provided,
however, That if the recognition of net unrealized gains/losses in OCI would
create or enlarge an accounting mismatch in the FI’s profit or loss, the FI shall
present all net unrealized gains/losses on that financial liability DFVPL in profit
or loss.

 

“1. Reclassification of financial assets and financial liabilities.
 

“a. Financial assets shall be reclassified when, and only when, an FI
changes its business model for managing financial assets in
accordance with the provisions of PFRS 9 and of this Circular.
reclassifications other than due to change in business model are not
permitted.

 “x x x
 

“An FI shall not effect a reclassification within the period of change



in the business model.  Any reclassification of financial assets due
to change in business model should take effect from the beginning
of the next reporting period of the FI’s financial statements:
Provided, That the change in business model shall be disclosed in
the financial statements in the period of change consistent with
PFRS 7 Financial Instruments: disclosures which require among
others the disclosure of an entity’s objectives, policies and
processes for managing the risk from financial instruments and any
changes to those objectives, policies, and procedures.

“b. Financial liabilities shall not be reclassified.

“12. Operations and Accounting Manual. An FI shall maintain an operations
and accounting manual on the classification and measurement of financial
assets and financial liabilities which shall be consistent with PFRS 9 and the
provisions of this Circular.  The said manual shall cover processes and
procedures that will capture the reconfiguration and/or modification of existing
systems, interface and data requirements, changes to the chart of accounts
and implementation of new accounting/information systems to ensure
compliance with the PFRS/PAS and the reportorial requirements of the SEC and
the BSP, as applicable.

 

“Section 3. Early Adoption of PFRS 9
 

“x x x
 

“3. FRP reporting. Banks shall report financial assets and financial liabilities
in accordance with the following guidelines on the mapping of financial assets
and financial liabilities (Annexes A and A-1) using the existing FRP template
issued under Circular No. 512 dated 3 February 2006, as amended:

 

“x x x
 

“d. Financial liabilities measured at fair value through profit or loss under PFRS
9 shall continue to be booked under the following accounts/sub-accounts:

 

“i. The “Financial Liabilities Held for Trading” account shall be used to record
financial liabilities held for trading,

 

• The “derivatives with negative Fair Value Held for Trading” account shall be
used to record the negative fair value of derivatives, other than those that are
designated and effective hedging instruments.

 

• The sub-account “derivatives with negative Fair Value Held for Trading
(stand-alone derivatives)” shall be used to record the negative fair value of
stand-alone derivatives, other than those that are designated and effective
hedging instruments.

 

• The sub-account “derivatives with negative Fair Value Held for Trading
(embedded derivatives)” shall be used to record the negative fair value of
embedded derivatives where the host contract is a financial liability of the FI.

 


