CENTRAL BANK OF LIBERIA

DIRECTIVE BARRING COMMERCIAL BANKS AND OTHER
REGULATED FINANCIAL INSTITUTIONS FROM
PROVIDING FINANCIAL SERVICES TO DELINQUENT
BORROWERS THAT FAILED TO RESOLVE THEIR
DELINQUENT STATUS
CBL/RSD/DIR/002/2017

August 22, 2017



1.0 Introduction

1.1

The Central Bank of Liberia (CBL) has over the years made
significant efforts to improve the general credit environment and
strengthen the internal risk management practices of
commercial banks. However, it has been observed that some
delinquent borrowers, corporates as well as individuals, continue
to renege on servicing their obligations to the banks. Such
individuals and entities cannot continue to enjoy the benefits of
the banking system, on the one hand, while undermining its
viability through their actions, on the other hand.

In view of the foregoing and pursuant to Section 39 (1) of the
new Financial Institutions Act (new FIA) of 1999, which gives the
CBL the authority to issue regulations and directives, and
Section 39 (2), which gives the CBL the authority to govern and
regulate activities and relationship between financial institutions,
their customers, creditors and debtors, the CBL hereby issues
this revised directive to all commercial banks and other
regulated financial institutions, thereby revoking Directive No.
CBL/RSD/DIR/002/2013.

2.0 Non-Compliant Delinquent Debtors

2.1

For the purpose of this Directive , a non-compliant delinquent
Debtor is considered as all borrowers of banks, as well as other
financial institutions, their shareholders/principals and related
companies, that meet the below described conditions:

i an individual or institution whose obligation (s) to one or
more financial institutions are adversely classified (i.e.
either principal or interest payment is overdue for at
least 180 days);

ii. the individual or institution has previously received at least
three (3) notifications from the financial institution (s) on
their delinquent status and advised of the steps he/she
needs to take to come to a new debt-servicing
arrangements. Such notification shall began when the loan
is classified as substandard (i.e. either principal or interest
payment is overdue for at least 90 days) and subsequent
notification should be given for two consecutive months
before the loan is classified as doubtful; and
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iii. the individual or institution, after being served
the above-mentioned number of notifications, has
deliberately failed to take adequate steps to resolve
their obligation to the financial institution (s).

3.0 General Restriction on Access to Financial Services by Non-
Compliant Delinquent Debtors

3.01 All commercial banks as well as all other financial institutions
regulated by the CBL, are hereby directed to desist from doing
business in any form or manner in the course of their
operations, including making payments, maintaining existing
accounts (joint or individual) or opening new accounts, on
behalf of or with individuals or institutions who failed to
service their obligations to their respective institutions and
have been declared a non-compliant debtor as per Section 2.0
above.

3.02 Institutions and individuals that have commenced an insolvency
case, shall be exempted from this Directive.

3.1 Lifting/Removal of General Restriction

3.01 This general restriction shall remain in force until such
delinquent borrowers can resolve their delinquent status with
the institution that they are indebted to, at which time they
shall be subject to either of the requirements of section
3.3 or 3.4, depending on the particular circumstance.

3.2 Categories of Non-Compliant

3.02 For purpose of this section, non-compliant delinquent
borrowers are classified into the following categories:

1. Microfinance: from US$1.00 —US$7,000.00;
2. SMEs: from US$7,001 —$100,000.00; and
3. Corporate: US$100,001 and above.

3.3 Specific Restriction on Non-compliant Delinquent Borrowers
that pay off their obligations

3.31 Non-compliant delinquent borrowers who fully pay off their
obligations should be allowed full access to payment and
transfer services, but limited access to new credit, subject to
the conditions stated in 3.32 to 3.36 below;

3



3.32

3.33

3.34

3.35

3.36

New loans to a non-compliant delinquent borrowers who pay
off their obligation (s) shall be limited to 50% of the maximum
amount of the category in which the borrower falls, as defined
above in Section 3.2, for a “restricted” period specified in 3.35
below;

If the borrowers fall in the corporate category and the
delinquent facility for which they were blacklisted is in
excess of US$100,000, said borrowers shall be limited to only
50% of their outstanding amount at the time of being blacklisted.
(For example, if a borrower outstanding balance at the time of
being blacklisted was US$150,000, he/she shall be allowed to
borrow only up to 50% of US$150,000 during the “restricted”
period);

In order to manage the exposure, such non-compliant
delinquent borrowers (i.e. those who have fully liquidated their
obligations), they should be further restricted to borrow from
only one bank within the “restricted” period;

The “restricted” period shall mean a period of six months for
monthly installment payments, or one year for quarterly
installment payments; and

Based on satisfactory repayment record during the
“restricted” period, borrowers in this category (i.e. those who
have fully liquidated their obligations) shall be allowed full
access to credit services.

3.4 Specific Restriction on Non-compliant Delinquent Borrowers

that

make partial payments or only conclude restructuring

arrangements

3.41

3.42

Non-compliant delinquent borrowers that have either made
partial payment or have not made any payment on their
delinquent obligations, but have reached a reasonable
restructuring agreement with the institution(s) that
they are indebted to, shall be allowed access to Ilimited
services, specifically, transfer and payment services, only for
the purpose of servicing their delinquent obligations;

Such borrowers shall be further subjected to Section 3.15 of
the Prudential Regulation for Asset Classification, which states
that: “Loans and advances classified as Substandard,

4



4.0

4.1

5.0

6.0

Doubtful or Loss, shall be renewed, rolled over or returned to
accrual status on a case-by-case basis, to allow greater flexibility
in loan restructuring. However, loans must remain as
substandard, until borrowers perform under the new repayment
schedule for at least a six-month period for quarterly loan
repayment schedule and three-month period for monthly or less
loan repayment period.

3.43 When condition 3.32 above has been satisfied, such borrower
will then qualify to access loans subject to conditions 3.31 to
3.36 above.

Insolvent Debtor

4.01 Debtors discharged of their outstanding debt pursuant to Section
8.55 of the Insolvency and Restructuring Law shall be exempted
from this Directive.

Maintenance of a Register for Insolvent Debtor

The CBL shall maintain a Register of all insolvent borrowers (Insolvent
individuals & Insolvent businesses) as received from the Commercial
Court on a regular basis and shall share same with commercial banks
and other regulated lending institutions.

Reporting Requirement

Banks are required to submit on a quarterly basis a summary of all
debtors that are declared non-compliant delinquent borrower as defined
in this Directive (See Appendix 1).

Banks are also required to submit to the CBL on a quarterly basis a
full report regarding any paid-off or restructured facility made by non-
compliant delinquent borrowers, in keeping with this directive (See
Appendix 2 & 3).

Penalty for Non-Compliance
Any financial institution found in violation of this directive shall be

subject to a fine of not less than L$200,000 for each day of violation
and/or other supervisory sanctions as may be determined by the CBL.



7.0 Effective Date

This directive takes effect as at the date of its issuance and shall
remain in force until otherwise advised by the CBL.

Signed:

Central Bank of Liberia



NON-COMPLIANT DELINQUENT BORROWERS (NCDB)
(WHO HAVE NOT TAKEN ANY ACTION SINCE THEY WERE BLACKLISTED)

Appendix 1
Date:

Loan
No.

Name of
Borrower

Principal
Owner

Nationality

Original
Principal
Amount

Granting
Date

Maturity
Date

Total
Outstanding
Amount

Date
Classified
as NCDB

Accrued
Interest

Fees &
Charges

Comments




Loan

PARTIAL PAYMENTS OR HAVE CONCLUDED RESTRUCTING ARRANGEMENTS)

NON-COMPLIANT DELINQUENT BORROWERS (WHO HAVE MADE

Appendix 2
Date:

Name of Original Current Date Total Date Of Maturity Amount Accrued Fees/Charges Comments
No Borrower Principal | Principal | Classified | Amount Paid Restructuring/ Date Waived (if Interest
Amount Balance | as NCDB Last Partial any)
Payment




NON-COMPLIANT DELINQUENT BORROWERS (WHO HAVE PAID-OFF THEIR OBLIGATIONS)

Appendix 3
Date:

Loan
No

Name of
Borrower

Original
Principal
Amount

Date The
Facility Was
Classified

Loan Amount Paid
off

Date
Paid Off

Amount
Waived (if
any)

Accrued
Interest

Fees / Charges

Comments




