
www.gomezacebo-pombo.com

& Legal Analysis

JUNE 2010 1

Castellana, 216
28046 Madrid
Tel.: (34) 91 582 91 00

MADRID

Diagonal, 640 bis
08017 Barcelona
Tel.: (34) 93 415 74 00

BARCELONA

Alameda Recalde, 36
48009 Bilbao
Tel.: (34) 94 415 70 15

BILBAO

Marqués de Larios, 3
29015 Málaga
Tel.: (34) 952 12 00 51

MÁLAGA

Gran Vía Marqués
del Turia, 49
46005 Valencia
Tel.: (34) 96 351 38 35

VALENCIA

Colón, 36
36201 Vigo
Tel.: (34) 986 44 33 80

VIGO

Avenue Louise, 267
1050 Bruselas
Tel.: (322) 231 12 20

BRUSELAS

Five Kings House
1 Queen Street Place
EC 4R 1QS Londres
Tel.: +44 (0) 20 7329 5407

LONDRES

Avenida da Liberdade, 131
1250-140 Lisboa
Tel.: (351) 213 408 600

LISBOA

The Bank of Spain (“BoS”) has recently
published a proposal of amendment which
intends to simplify the system of account-
ing provisions for Spanish financial institu-
tions (the “Spanish Lenders”), the main
difference being the shortening of the pe-
riods for the provisioning of credits, and
the amendment of the valuation of assets
acquired by Spanish Lenders in satisfaction
of payments linked to defaulted credits.

To date, the system imposed by the BoS
with regards to the calculation of the dete-
rioration of the value of the credit is set
forth in the Circular 4/2004, of 22 Decem-
ber (the “Circular”), and entails the appli-
cation of certain minimum coverage
percentages which result from a schedule
of progressive deterioration of the
credit/debt. These calculations have his-
torically taken into account the specific na-
ture of the credit to tailor the calendar of
deterioration, thus being up to five differ-
ent calendars and coverage percentages
used by Spanish Lenders.

On 26 May 2010, the BoS has announced
and released a public consultation ad-
dressed to the Spanish Lenders, with the
proposed amendments to the Circular,
which if finally enacted, would comprise:
(i) the creation of a single calendar of de-
terioration for all doubtful credits or “Crédi-
tos Dudosos” (the “Doubtful Credits”);
(ii) the reduction of the schedule of provi-
sion of the losses caused by Doubtful Cred-
its; and (iii) a specific treatment for the
valuation/provision of real estate security
and repossessions carried out by such
Lenders.

If the Circular is finally amended, among
others the following changes will apply:

1. Creation of a single calendar and unique
coverage percentages applicable to all
Doubtful Credits. The amount of any
Doubtful Credit shall be provisioned by
Lenders as loss following the percent-
ages and time-frames set forth in the
chart below (Chart 1).

For the purposes of applying the above
percentages, the date of application
would be that of the earliest payment
default or instalment defaulted.

2. With regards to credits secured by rights
in rem over real estate properties, the
value of the property securing a Doubt-
ful Credit shall be reduced in the per-
centages set forth in the chart below, in
accordance with the specific type of the
property (Chart 2):
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From the date
of first default

Percentage of
the credit

to be provisioned
as a loss

Up to 6 months 25%

Default between
6 and 9 months 50%

Default between
9 and 12 months 75%

Any default
beyond 12 months 100%

Type of property Value to be
reduced

Fully constructed main
residence of the debtor 20%

Rustic land, offices and
business premises in general 30%

Any other fully constructed
residential properties 40%

Plots of land and any
other real estate assets 50%
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The provisioning of losses of the above
referred credits would be calculated tak-
ing into account the outstanding amount
of the credit exceeding the value of the
secured property reduced in the per-
centages set out in Chart 2, and subse-
quently applying the rules of provision
set forth in Chart 1 above.

3. The last of the amendments to the Cir-
cular would affect any repossessions/re-
payments of credits through real estate
assets. In this respect, the value of any
assets acquired by Spanish Lenders in
satisfaction of their credits would be re-
duced by 10% on the date of acquisi-
tion. Furthermore, once the asset enters
into the balance sheet of the Lender, and
unless the Lender receives any offers
from potential buyers regarding the
asset received in payment which may be
indicative of a higher value, the asset
should be provisioned in the balance
sheet in accordance with the chart below
(Chart 3):

Time elapsed from
the date of acquisition
the asset by the Lender

Value of the asset
to be reduced in
the balance sheet

More than 12 months 20%

More than 24 months 30%


