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CIRCULAR No. 1.429

Banco Central do Brasil’s Board of Directors, at a meeting held on January 18th, 1989, based on Act No. 4595, Article 4th, Subparagraph XII, as of December 31st, 1964, under the jurisdiction delegated by Conselho Monetário Nacional, decided to amend Items 1.7.3 and 1.11.8 and add Items 1.11.9.6 and 1.11.10.8 to the Accounting Plan for National Financial System Institutions (COSIF). The new writing is as follows:

"COSIF 1.7

3. Supplier Advances and Commitment Commissions
1. Supplier advances and their respective commitment commissions owed by lessees before entering into the leasing agreement are recorded as a charge to SUPPLIER ADVANCES AT THE LESSEES’ EXPENSE
or SUPPLIER ADVANCES AT THE SUBLESSEES’ EXPENSE.

2. Commitment commissions owed for supplier advances are recorded as a charge to SUPPLIER ADVANCES AT THE LESSEES’ EXPENSE or SUPPLIER ADVANCES AT THE SUBLESSEES’ EXPENSE and as a credit to UNEARNED DISCOUNT OF LEASING COMMITMENT COMMISSIONS or UNEARNED DISCOUNT FOR SUBLEASING COMMITMENT COMMISSIONS from the splits of the Receivable Leasing or Receivable Subleasing subgroup.

3. Commitment commissions are appropriated as effective income on the date they become liabilities in the leasing or subleasing income accounts, according to the case.

4. In case commitment commissions are receivable by inclusion in receivable installments, the following shall be observed:

a) They are appropriated as effective income on the dates such considerations become liabilities;
b) The value of supplier advances at the lessees’ or sublessees’ expense is transferred to LEASED ASSETS on the date the agreement is entered into;
c) The value of unearned discount for leasing or subleasing commitment commissions is transferred to UNEARNED DISCOUNT OF RECEIVABLE LEASING – OWN RESOURCES or other suitable accounts.

COSIF 1. 11

8. Leasing Premises and Equipment
1. Leasing Premises and Equipment comprise assets belonging to the institution, which are leased to third parties.
2. Assets constituting the subject matter of leasing agreements are recorded in the LEASED ASSETS split according to their acquisition cost, which consists of the following values: normal purchasing price plus transport costs, insurances/taxes, and expenditures on installation required for ensuring the assets’ proper operating conditions.
3. The institution shall create internal use splits for LEASED ASSETS subtitles for recording leased assets separately under Ordinances MF 564/78 and 140/84.

4. The depreciation of leased assets is recognized monthly under the legislation in force and shall be recorded as a charge to LEASING EXPENDITURES, Subtitle Leased Asset Depreciation, in return to ACCUMULATED LEASED ASSET DEPRECIATION, which is a contra-asset account in the Leasing Premises and Equipment subgroup.
5. Accounting records and financial statements are adjusted to reflect results from the retirement of the leased assets. Adjustments are carried out monthly as follows:

a) The current value of the considerations in the agreements is calculated taking into account the internal rate of return of each agreement. For this purpose, the Receivable Leasing and Subleasing values, including those assigned, UNREALIZED RESIDUAL BOOK VALUES, including those received in advance, and those recorded in SETTLEMENT LEASING CREDITS are considered;
b) The book value of the agreements is computed by the sum of the following accounts: 
c) (+) RECEIVABLE LEASING – OWN RESOURCES
(+) RECEIVABLE LEASING – THIRD-PARTY RESOURCES 
(+) RECEIVABLE LEASING IN ARREARS
(- ) UNEARNED DISCOUNTS OF RECEIVABLE LEASING – OWN RESOURCES
(- ) UNEARNED DISCOUNTS OF RECEIVABLE LEASING – THIRD-PARTY RESOURCES
(+) RECEIVABLE SUBLEASING 
(+) RECEIVABLE SUBLEASING IN ARREARS 
(-) UNEARNED DISCOUNTS OF RECEIVABLE SUBLEASING 
(+) UNREALIZED RESIDUAL BOOK VALUES 
(-) UNBALANCED RESIDUAL BOOK VALUES 
(+) SETTLEMENT LEASING CREDITS 
(-) UNEARNED DISCOUNTS OF SETTLEMENT LEASING CREDITS
(+) LEASED ASSETS 
(-) UNRECOVERED VALUE
(- ) ACCUMULATED LEASED ASSET DEPRECIATION 
(+) ASSETS NOT FOR OWN USE (related to commercial and settlement leasing credits); 
(+) LOSS ON UNAMORTIZED LEASING 
(-) ACCUMULATED DEFERRED AMORTIZATION 
          Loss on unamortized leasing 
c) The value resulting from the difference between "a" and "b" above constitutes the portfolio adjustment in each month.

6. The adjustment value computed as per "c" of the aforementioned item is recorded by complement or reversal in LEASING EXPENDITURES or LEASING INCOMES – OWN RESOURCES or other suitable accounts, in return with DEPRECIATION SHORTAGES or DEPRECIATION SUPERVENIENCE.
7. The result from the residual book value sale obtained from the purchase by the lessee or appropriation of the residual book value guaranteed is booked as follows:

a) As a credit to PROFITS ON THE DISPOSAL OF LEASED ASSETS, if positive;
b) As a charge to LOSS ON UNAMORTIZED LEASING, if negative.
8. Profits or losses on sales to third parties, non-lessees, are recorded, respectively, as a credit to PROFITS ON THE DISPOSAL OF VALUES AND ASSETS or as a charge to LOSSES ON THE DISPOSAL OF VALUES AND ASSETS.
9. For purposes of booking the monthly adjustment considered in Item 1.11.8.5, the following shall be observed:
a) The record shall be carried out as per gross value;
b) The nondeductible income tax installment of the period, on negative adjustments, shall be recorded in TAX CREDITS – INCOME TAX;
c) The income tax installment related to positive adjustments, due subsequent periods, shall be recorded in 8.9.4.10.00-6 INCOME TAX, in return with PROVISION FOR DEFERRED INCOME TAX;
d) The amount recorded as per item "b" above shall be the subject matter of a note in financial statements in order to describe its effects.

10.
The residual book value of the assets of which the purchase option was not used by the lessee
shall be transferred, when it is effectively returned, to ASSETS NOT FOR OWN USE, including those assets subject matter of repossession.

11. In case the asset subject matter of the leasing agreement is sold by the lessor to third parties for a value higher than the residual book value guaranteed or purchase option, the difference shall be booked in VARIOUS CREDITORS – PARENTS, the retirement of which is by return to the lessee.

COSIF 1.11.9

6. Losses on leasing are amortized during the remaining service life of the leased assets, in compliance with legal provisions in force
COSIF 1.11.10

8. The amortization of losses on leasing is recorded monthly as a charge to LEASING EXPENDITURES, in return with the ACCUMULATED DEFERRED AMORTIZATION, in the proper subtitle.
2.
Create the following titles and subtitles in COSIF:

1.7.1.60.00-5 SUPPLIER ADVANCES AT THE LESSEES’ EXPENSE – Features AZ 
1.7.1.60.10-8 OWN RESOURCES 
1.7.1.60.20-1 THIRD-PARTY RESOURCES
              FUNCTION: To record the values related to advances made to suppliers, with own or                 third-party resources, for manufacturing of assets specified by the lessees and the respective commitment commissions. 
1.7.1.98.00-8 UNEARNED DISCOUNTS OF LEASING COMMITMENT COMMISSIONS –Feature A
FUNCTION: To record the unearned discounts from leasing commitment commissions booked in SUPPLIER ADVANCES AT THE LESSEES’ EXPENSE.

1.7.3.60.00-1 SUPPLIER ADVANCES AT THE SUBLESSEES’ EXPENSE – Features AZ 
1.7.3.60.10-4 Own Resources 
1.7.3.60.20-7 Third-party Resources
FUNCTION: To record the values related to advances made to suppliers, with own or third-party resources, for manufacturing of assets specified by the sublessees and the respective commitment commissions. 
1.7.3.98.00-4 UNEARNED DISCOUNTS OF SUBLEASING COMMITMENT COMMISSIONS –Feature A
FUNCTION: To record the unearned discounts from subleasing commitment commissions booked in SUPPLIER ADVANCES AT THE SUBLESSEES’ EXPENSE. 
1.7.8.20.00-8 (-) COMMERCIAL LEASING CREDITS ASSIGNED WITHOUT LIABILITIES –Features DIASELMN

1.7.8.20.10-1 (-) Receivable Leasing – Own Resources 
1.7.8.20.20-4 (-) Receivable Leasing- Third party Resources

1.7.8.20.30-7 (-) Receivable Subleasing
FUNCTION: To record the assigned operations under the credit right assignment modality resulting there from commercial leasing agreements without mutual liabilities of the assignor institution.
3.
Create the following subtitles in their respective accounts:
1.7.1.90.60-4 Supplier Advances at the Lessees’ Expense
1.7.3.90.60-0 Supplier Advances at the Sublessees’ Expense
1.7.8.95.10-5 With Mutual Liabilities
1.7.8.95.20-8 Without Mutual Liabilities
4. Change the nomenclature of the following titles and subtitles to: 2.4.1.80.00-9 LOSS ON UNAMORTIZED LEASING
2.4.1.99.80-1 Loss on unamortized leasing 
4.9.4.30.00-2 PROVISION FOR DEFERRED TAX
5. Eliminate the following titles and subtitles:

1.8.3.10.00-5
RECEIVABLE LEASING COMMISSIONS
1.8.3.20.00-2
RECEIVABLE SUBLEASING COMMISSIONS
2.3.1.10.00-1
UNLEASED ASSETS and their subtitles
2.3.1.99.00-8
ACCUMULATED UNLEASED ASSET DEPRECIATION
2.3.2.99.00-1
PROVISION FOR LOSSES ON RESIDUAL BOOK VALUE SALE
2.4.1.99.85-6
Losses on Leasing – Income Tax Considered

6. Revoke Circular No. 1.285, as of January 28th, 1988.
7. This Circular shall take effect on the date of its publication and be applied, whenever required, to the statutory balance sheet on base date December 31st, 1988.
Brasília (DF), January 20th, 1989
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