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Pursuant to Monetary Board Resolution No. 1859 dated 23 December 2009, approving the revised check clearing
and settlement processes, the provisions of the Manual of Regulations for Banks (MORB) are hereby amended.

SECTION 1. The following sections/subsections of the MORB are hereby amended to read as follows:

“Sec. X202 Temporary Overdrawings, Drawings Against Uncollected Deposits. The following regulations
shall govern temporary overdrawings and drawings against uncollected deposits (DAUDS).

a. Temporary overdrawings

Temporary overdrawings against demand deposit account shall not be allowed, unless caused by normal bank
charges and other feesincidental to handling such accounts.

Banks which violate these regulations shall be subject to a fine of one-tenth of one percent (1/10 of 1%) per
day of violation, computed on the basis of the amount of overdrawing or fines in amounts as may be
determined by the Monetary Board, but not to exceed P30,000 a day for each violation.

Technical overdrawings arising from “force posting” in-clearing checks shall be debited by banks under
“Returned Checks and Other Cash Items’ which is part of “Other Assets’ in the Balance Sheet. Items to be
lodged under this account shall consist only of in-clearing checks which may result in “technical overdrawn”
accounts and shall be immediately reversed the following day, value dated on date of original presentation of
Checks and Other Cash Item (COCI) to PCHC for Integrated Greater Manila local exchanges (Integrated GM
LX) or to Regional Clearing Center (RCC) for regional local exchanges (RLX).

The checks lodged under “Returned Checks and Other Cash Items’ which were dishonored due to
insufficiency of funds shall be returned not later than 7:30 AM on the clearing day immediately following the
original date of presentation of the COCI to PCHC or RCC.

Peso demand deposits accounts maintained by foreign correspondent banks with UBs/KBs shall not be subject
to the above-mentioned regulations: Provided, That:

1. The maintenance of non-resident correspondent bank’s peso demand deposit accounts and overdrawings
therefrom are covered by reciprocal arrangement;

2. Temporary overdrawings are covered within fifteen (15) banking days from the date overdrawings are
incurred; and

3. Such accounts are credited only through foreign exchange inward remittance.
b. Drawings against uncollected deposits.

Drawings against uncollected deposits (DAUDs) shall be prohibited except when the drawings are made against
uncollected deposits representing manager’ s/cashier’ s/treasurer’ s checks, treasury warrants, postal money orders
and duly funded “on us’ checks which may be permitted at the discretion of each bank.
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“Section X203 Checks Without Sufficient Funds. To complement the provisions of Batas Pambansa Blg. 22, (An
Act Penalizing the Making or Drawing and Issuance of a Check Without Sufficient Funds or Credit), the
following regulations shall govern:

a. The drawee bank shall affix to the check a Return Stamp indicating therein the date when the check is
returned and the reason for the refusal to pay the same to the holder thereof.

b. The drawee bank shall indicate the remark or notation “Drawn Against Insufficient Funds’, “No Funds’, or
Insufficient Funds’ on the Return Stamp if the check will be dishonored or returned by reason of insufficiency
of funds or credit.

c¢. Notwithstanding receipt of an order to stop payment, the drawee bank shall likewise indicate in the Return
Stamp, the remarks or notations mentioned in Item “b” hereof indicating that there were no sufficient fundsin
or credit with such bank for the payment in full of such check, if such be the fact. The bank shall also indicate
receipt of astop payment order.

d. A Check and Other Cash Item (COCI) dishonored by reason of insufficiency of funds or credit shall be
returned by the drawee bank to the negotiating bank not later than 7:30 AM on the clearing day immediately
following the original date of presentation of the COCI to PCHC or RCC.

1. For Local Exchanges

There shall only be one (1) clearing window for COCIs returned due to insufficient funds or credit in the
Integrated GM LX and RLX.

The settlement of interbank transactions vis-a-vis covering reserve requirement/deficiency of banks demand
deposit account (DDA) is shown in Appendix 39[*].

The AM returned COCI clearing window for COCIs dishonored due to insufficiency of funds or credit in the
Integrated GM LX and in the RLX shal be conducted from 2:00 AM to 7:30 AM on the clearing day
immediately following the original date of presentation of the COCI to PCHC or RCC.

Returned COCI in the AM clearing window shall be given value on the same date as the date of original
presentation of the COCI to PCHC or RCC. The amount of debits and credits on the date of original
presentation shall be reversed to the extent of the amount of credits and debits arising from the returned COCI.
The process restores the balances of the demand deposits of banks with the BSP to their position prior to the
settlement of the clearing results affected by the COCI later returned due to insufficient funds or credit.

2. For Integrated GM Outward to Region, Integrated GM Inward from Region and Region to Region Clearing
Operations.

A COCI dishonored by reason of insufficiency of funds or credit shall continue to be covered by Circulars
issued by BSP and relevant PCHC Clearing House Rules and Regulations.

(3) COCI not Coursed Through the Clearing System.

A COCI dishonored by reason of insufficiency of funds or credit which was not coursed through the clearing
system shall be returned by the drawee bank to the holder or the negotiating bank, as the case may be, not later
than the banking day following the date the COCI is presented for payment with the drawee bank.

The negotiating bank shall, in turn, return a COCI dishonored by reason of insufficiency of funds or credit to
the holder not later than the banking day following its receipt of the dishonored COCI from the drawee bank.

“Section X203.1 Checks Dishonored due to Technical Reasons. A COCI dishonored due to technical reasons
shall be returned by the drawee bank to the negotiating bank not later than the afternoon regular clearing.
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(2) For Local Exchanges

There shall be two (2) separate clearing windows for COCIs returned due to technical reasons in the Integrated
GM LX and RLX.

The settlement of interbank transactions vis-a-vis covering reserve requirement/deficiency of banks demand
deposit account (DDA) is shown in Appendix 39.

a) AM Returned COCI Clearing - The AM returned COCI clearing window for COCls dishonored due to
technical reasons in the Integrated GM LX and in the RLX shall be conducted from 2:00 AM to 7:30 AM on
the clearing day immediately following the original date of presentation of the COCI to PCHC or RCC.

Returned COCI in the AM clearing window shall be given value on the same date as the date of original
presentation of the COCI to PCHC or RCC. The amount of debits and credits on the date of original
presentation shall be reversed to the extent of the amount of credits and debits arising from the returned COCI.
The process restores the balances of the demand deposits of banks with the BSP to their position prior to the
settlement of the clearing results affected by the COCI later returned due to technical reasons.

b) PM Returned COCI Clearing - The PM returned COCI clearing window for COCIs dishonored due to
technical reasons shall coincide with the afternoon regular clearing. Such returned COCI shall be given value
on the date the returned COCI was presented to PCHC for the Integrated GM LX or to RCC for the RLX.

(2) For integrated GM Outward to Region, Integrated GM Inward from Region and Region to Region Clearing
Operations

A COCI dishonored due to technical reasons continues to be covered by Circulars issued by BSP and relevant
PCHC Clearing House Rules and Regulations.

(3) COCI not Coursed Through the Clearing System.

A COCI dishonored due to technical reasons which was not coursed through the clearing system shall be
returned by the drawee bank to the holder or the negotiating bank, as the case may be, not later than the
banking day following the date the COCI is presented for payment with the drawee bank.

The negotiating bank shall, in turn, return a COCI dishonored due to technical reasons to the holder not later
than the banking day following its receipt of the dishonored COCI from the drawee bank.

“Sec. X205 Check Clearing Rules for Banks Authorized to Accept Demand Deposits. The following are the check
clearing rules for banks authorized to accept demand deposits:

a. Banks authorized to accept demand deposits may participate in the clearing process conducted by the PCHC,
subject to the latter’s accreditation rules, either through (i) direct participation in clearing operations; or (ii)
indirect participation through conduit arrangements with UBS/KBs. Other banks may indirectly participate
through maintenance of demand deposit accounts with UBS/KBs as settlement account for demand deposit of
NOW accounts of TBY/RBs.

b. Banks authorized to participate directly in the clearing in PCHC shall be subject to the following measures
to manage the settlement risks:

1. Settlement of both inward and outward items shall be value dated on the day the checks are originally
presented to PCHC or RCC, net of AM returns. For this purpose, the value date or settlement date referred to
herein shall be defined uniformly as the date of origina presentation of the COCI to PCHC for the Integrated
GM LX and to the RCC for the RLX. For the Integrated GM Outward to Region, Integrated GM Inward from
Region and Region to Region clearing, the value date or settlement date shall be on the day the COCls are
received and processed at PCHC.
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2. A celling shall be set on the amount of overdraft a bank may incur due to failure to cover clearing losses
through interbank borrowings and/or repurchase agreements with BSP. The celling is defined as the sum of
clean Overdraft Credit Line (OCL) equivalent to 15% of rediscounting line with the BSP, and the
collateralized OCL that will be extended by BSP. A bank not meeting the following criteria:

i. CAMELS compositerating of at least “3”;

ii. CAR of at least 10%; or

iii. No chronic reserve deficiencies for the immediately preceding one (1) year,

or other measures as may be defined by the BSP for this purpose, should apply for collateralized OCL in an
amount equivalent to at least 5% of their demand deposit liabilities as of end of month, two (2) months prior to the
date of application with the Department of Loans and Credit (DL C); otherwise, its outward clearing items shall be
subject to second day value dating.

Other banks may also apply for collateralized OCL in any amount.

(3) Provided the overdraft does not exceed the ceiling as defined in Item 2 hereof, the bank may avail of the
clean/collateralized OCL. The availment against the approved clean/collateralized OCL shall bear interest at arate
equivalent to one-tenth of one percent (1/10 of 1%) per day or the ninety-one (91)-day Treasury Bill rate of the
last auction immediately preceding the availment, plus three percentage points, whichever is higher.

(4) The availment shall be for a maximum period of five (5) consecutive clearing days or five (5) clearing days
within any 30-day rolling calendar period, after which the OCL shall be suspended.

(5) Should the overdraft exceed the ceiling, as defined in Item 2 hereof, no availment of the clean/collateralized
OCL shall be alowed.

i. In the case of end-of-day overdraft, the Payments and Settlements Office (PSO) shall advise the PCHC of the
amount available for settlement of the drawee bank’s net clearing loss, beyond which amount inward clearing
items will be unwound in accordance with the PCHC Clearing House Rules and Regulations.

ii. In the case of final overdraft, i.e., after AM returns, where unwinding is no longer possible, the bank shall be
excluded from next clearing. The PSO shall advise the PCHC of such exclusion upon prior Monetary Board
approval.

(6) The collateralized OCL may be converted into an emergency loan provided the bank complies with the
guidelines governing the grant of emergency loans under Subsec.X272.2 or may be subject to foreclosure of
collateral.

The guidelines implementing Item “b” of this Section are in Appendix 31[*].

c¢. Inindirect participation through conduit arrangement, where the clearing results of participating TBS/RBs are
consolidated with those of the conduit UBS/KBs, caps shall be set on the net clearing losses to be passed on to the
conduit UB/KB by the TB/RB.

The cap is defined as the combined value of the following amounts:

(1) the TB/RB’s demand deposit account with BSP; and
(2) the value of clean/collateralized overdraft credit line that may be extended by the conduit UB/KB to the
TB/RB.

The conduit arrangement should include provisions setting af orementioned cap on the net clearing losses.

“Sec. X226 Clearing of NOW Accounts. Any NOW account which may be deposited with a bank other than the
drawee bank may be cleared through the PCHC in accordance with the PCHC Clearing House Rules and
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Regulations. Nothing in this Section shall prevent direct settlement between the parties concerned. The provision
of Sec. X202 shall also apply for withdrawals on NOW accounts.”

“Subsec. X257.2 Failure to cover overdrawings with the Bangko Sentral. Any bank which incurs an overdrawing
in its deposit account with the BSP shall fully cover said overdraft not later than the next clearing day including
interest thereon equivalent to one-tenth of one percent (1/10 of 1%) per day or the prevailing ninety-one (91) day
T-Bill plus three (3) percentage points which ever is higher. In case a bank fails to cover its overdrawings before
the next clearing day, it shall be excluded from clearing on such day and it shall aso be denied the credit facilities
of the BSP. Such exclusion from clearing shall continue for as long as it has not maintained credit balances with
the BSP for at least five (5) consecutive banking days. If its clearing account is overdrawn for five (5) consecutive
banking days, it shall be prohibited from (a) making new loans or investments, except investment in government
securities with BSP support; (b) declaring cash dividends until it has maintained credit balances in its demand
deposit account with BSP for at least fifteen (15) consecutive banking days; and (c) establishing branches. The
denia from availment of credit facilities of the BSP shall continue for as long as the bank has not maintained
credit balances with the BSP for at |east fifteen (15) consecutive banking days.

For purposes of computing the total available reserves against deposit/ deposit substitute liabilities, the total
amount of overdrawing in the clearing account with the BSP shall be deducted from available reserves after the
required reserves against deposit/deposit substitute liabilities shall have been satisfied.

“Sec. X603 Clearing Operations. Banks shall observe the clearing procedures in accordance with the Philippine
Clearing House Corporation (PCHC) Clearing House Rules and Regulations for the clearing of checks.

SECTION 2. Appendix 28 on clearing procedures and Appendix 28a on clearing operations between Regional
Clearing Center and the Manila Clearing Center, both of Sec. X603 of the MORB, are hereby deleted.

SECTION 3. Appendix 31 of Section X205 of the MORB on the implementing guidelines for banks participating
directly in the clearing operations of the PCHC is hereby amended as presented in Annex A[*] of this Circular.

SECTION 4. Appendix 39 of Section X203 of the MORB, prescribing the timelines for settlement of interbank
transactions vis-a-vis covering reserve requirement/deficiency of bank’s DDA with BSP is hereby amended as
presented in Annex B[*] of this Circular.

SECTION 5. Effectivity - This Circular shall take effect on 01 January 2011.
Adopted: 8 Feb. 2010
FOR THE MONETARY BOARD:

(SGD.) ARMANDO L. SURATOS
Officer-in-Charge

[*] Text Available at Office of the National Administrative Register, U.P. Law Complex, Diliman, Quezon City

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 5 of 6

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library BSP CIRCULAR NO. 681, S. OF 2010, February 08, 2010

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 6 of 6
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



