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public of the. Philippines MII1ISt4'?"efl FINANCE Office of the Minister



Manila MINISTRY ORDER No. 23-85 July 31, 1985



T0



Treasurer of the Philippines, Heads of Ministries, Bureaus and Offices, Government-Owned and/or Controlled Corporations, Government Financial Institutions, Chiefs of Financial and Management Services, Budget Officers, Chief Accountants/Heads of Accounting Units, Property Officers/Custodians, COA Unit Auditors and Others Concerned



/SUBJECT t RULES AND REGULATIONS IIr2L131EIITING THE PROVISIONS OF PRESIDENTIAL DECREE 110. 1967 DATED JANUARY 11, 1985 ETITITlEB"AN ACT STRENGTHENING TILE GUARANTEE AI?D PAYMENT POSITICNB OF TIT REPUBLIC OP THE PHILIPPINES ON ITS CONTINGENT LIABILITIES ARISING OUT OF RIMBINT AND GUARANTEED LOANS BY APPROPRIATING FUNDS FOR THE PURPOSE"



1.0



Purpose To prescribe rules and regulations implementing Presidential Decree No. 1967 on the servicing of foreign or domestic loans relent and/or guaranteed by the national government, government-owned or controlled corporations and government financial institutions.



2.0



Coverage This Order shall cover the debt servicing of contingent liabilities on foreign and domestic loans obtained by the following:



6 PANA.NAG3I
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a.



the Republic of the Philippines the proceeds of which were relent to governmentowned or controlled corporations and/or government financial institutions;



b.



government-owned or controlled corporations and/or government financial institutions the proceeds of which were relent to public or private institutions;



^° ' c. government-oyned or controlled corporations and/or financial institutions and guarante'e'd by the Republic of the Philippines; and



d.



3.



other public or private institutions and guaranteed by government-owned or controlled corporations and/or government financial institutions.



Definition of Terms For purposes of this Order, the following terms shall be taken to mean as followsa.



Borrower institution - an institution which actually obtained the loan and is principally liable to pay the maturing debt service obligation to the creditor,



b.



Guarantor institution - an institution which assumes the payment of the obligation if the primary obligor fails to pay.



c.



Relent loans - are loans obtained by the national government. and/or the governmentowned or controlled corporations, including the government financial institutions as the direct borrower, for relending purposes to the public and private sectors to finance long-temp economic and development projects*



d.



Debt service - refers to the payment of principal and interest and other related charges on all foreign and domestic loans*



e.



Contingent liabilities - are obligations for debt servicing by the national goverment, over and above the regular national government debt service payment for loans directly utilized by regular government agencies, arising from the possible failure to pay. or arrearages on any foreign and domestic loans obtained by any of those mentioned in Item 2.0 above.



f.



Advances - are payments made by the Bureau of the Treasury (BTR) for servicing loans obtained by or guaranteed by government-owned or controlled corporations, including government financial institutions, when for valid reasons, such institutions are unable to pay.



3 4. General Guidelines



-
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4.1



Loans contracted by the national government as the direct borrower and relent to governmentowned or controlled corporations and/or government financial institutions shall be covered by a subsidiary loan agreement.



4.2



Borrower institution shall appropriate funds in its annual budget for payment of debt service requirements.



4.3



The borrower institution shall repay the actual peso amount advanced by the BTR for servicing its obligations.



4.4



Guarantor institution shall make good the payment of the obligations if the primary borrower fails to pay.



4.5 The Treasurer of the Philippines shall, upon proper review and verification that the institution is unable to pay, recommend to the Minister of Finance whether the advances made shall be treated as equity or subsidy of the national government to the institution concerned. 4.6



4.7



All advances expected to be made by the Bureau of the Treasury shall be included in the budget program of the national government. Repayments during the year as well as subsequent conversions to equity and/or subsidy shall be taken up as credits to advances (accounts receivable). Repayments on advances previously charged to expense (debt service) shall be taken up as non-tax revenue collections. The Advice of Allotment (A/A) and Cash Disbursement Ceiling (CDC) shall be issued by the Offi5e of Budget and Management (OBM) to cover the advances made by the BTR.



5.0 Responsibilities 5.1



The BTR shall: 5.1.1



Request the 0BM to ifelease the necessary A/A and CDC to cover the advances for debt service chargeable against the appropriation provided in Presidential Decree No. 1967, in the event that the borrower institution is unable to pay its matured obligation.



A i
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5.2



6.



5.1.2



Upon request by borrower/guarantor institution, advance payment for maturing debt service obligations obtained by or guaranteed by government corporations including government financial institutions.



5.1.3



Render bills to the borrower/guarantor institution as advances axe made in its behalf.



5.1.4



Review the cash flow statement of the borrower institution to determine the propriety of no.nrerting tile advances into equity or subsidy.



5.1.5



Raco^imond to the PSinister of Finance in consultation with the OZI and Govo nnont Corporations Monitoring Committee (GCMG) whether the advances shall be treated as equity or subsidy of the national government.



The borrower institution shall: 5.2.1



Pay the BTR the amount advanced for servicing its obligations.



5.2.2



Submit to the BTR: a.



On or before February 28th of the current year, Schedule of Debt Service Requirements for the ensuing calendar year;



b.



At the beginning of each quarter, Projected Quarterly Cash Plow Statements;



c.



Such other financial statements/ documents as maybe required from time to time,



Accounting Guideline s and Procedures The Permanent Committee created under Sec. 51 of Presidential Decree No. 1177 shall issue a circular prescribing the accounting guidelines and procedures supplemental to 0P1 COA.-PROF Joint Circular No. 5-82.



k, 3 7.0



Effectivity These rubs and reculations uhall take effect irmediatoly.



CESAR E. A. VIRATA na ce P'itiiotcr o^ It
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