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OFFICE OF THE GOVERNOR

CIRCULAR NO. 304
Series of 2001

The Monetary Board, in its Resolution No. 1651, dated October 18, 2001,
anproved the foliowing guidelines that shall govern the issuance of long-term negotiable
certificates of time deposit {LTNCD) with a minimum maturity of five (5) years:

A PRICR BANGKO SENTRAL NG PILIPINAS (ESP) APPROVAL
No LiNCD shall be issued without the prior approval of the BSP.
E. APPLICATION FOR AUTHORITY OF THE ISSUING BANK

Anapplication for authority on each issuefissue program of LTNCD shall
be filed with the appropriate supervising and examining depariment of the BSP:
Frovided, That the issue period of an issue program of two or more tranches shali
Not excasd one vear from approval,

The appiication shall be signed by the President/Country Manager (branch
of a foreign bank) of the bank. It shall be accompanied by a certified true copy of
the resslutior of the bani's board of directors authorizing the issuance of
LTNCE indicating, amang others, the issue size, offering period, purpose or
intenced use of proceads rereat, Registry Eank, Underwritar/Arranger, Seiling
Agent’sl and Market fiakersh

. FRZAGUALIFICATION RECGUIRZAVENTS
. THRALTNG BAN W

U0 ssus an LTNCD shail comply with the

z, res cemoined with the Tolowing capital ageguacy requirements:
*y Rainimum cepitaiization as defined under Subsection X106
¢f the Manuai of Regulations for Banks; and
2} Fisk Based capital adequacy ratio under Circular No. 280

cated Marck 29, 2001 within the sixty (60) days
immediately prececing the date of application.

WGBS MAG-IMPOX SA BANGKO
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It has not incurred net weekly reserve deficiencies within eight (8)
wesks immediately preceding the date of application;

It has generally complied with banking laws, rules and regulations,

orders or instructions of the Monetary Board  andfor BSP

Management in the last two preceding examinations prior to the

date of application, more particularly:

1) the ceilings on credit accommodations to directors, officers,
stockholders and related interests (DOSRI);

2) ltquidity floor requirements for government deposits;

3) singie borrower’s loan limit; and

4) investment in bank premises and other fixed assets.

It maintains adequate provisions tor probable losses commensurate
to the quality of its asset portfclio but not fower than the required
vaiuation reserves as determined by the BSP;

it a a3 not have float items oustanding for more than sixty (60)

calendar days in the “Due From/To Head Office/Branches/Offices”

a snts and the “Due From Bangko Sentral” account exceeding
percent (1%;) of the total resources as of date of application;
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It has no past due obligations with the BSP or with any government
financial institution;

It has established a risk management system appropriate to its

operztions characterized by ctear delineation of responsibility for
risk management,  ageguate  risk measurement  svstems,
appropriately sruciures risk Hmits, effective internal controls ang
omoiete, timely and eficient :i K reporting system;

y LomDosie Fati ng o7 at ieast 3 in e tast reguar

¢ member of the Philippine Deposit insurance Corp, (PDIC) in

1 "r.ay bz  a universal bank, a commercial bani, or such other
ialized entity that may be qualified by the Monetary Board;
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i the case of a universal bank or a commercial bank:

1) it must be a third party:
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a) with no subsidiary/affiliate relationship with the Issuing
Bank; and

b) which is not related to the lssuing Bank in any manner
that would undermine its independence.

2) it must have adequate facilities and the organization to do
the foliowing;

a} maintain the tlectronic Registry Book (ERB);

b) deliver transactions within the agreed trading period;
and

c) issue registry confirmations to holders of LTNCDs.

3) it must have a CAMELS Composite Rating of at least 3 in the
iast regular examination.

UNDERWEITER/ARFANGER

jal
o,

it is gither a universal bank or an investment house; Provided, That
if an offering is on a best effort basis, such Arranger may also be a
commercial bank:

it must be a third party, such that:

1} it has no subsidiary/affiliate relationship with the lssuing
Sank; and
2 it 15 not relatad in any manner that would undermine the

chjective conduct of due diligence.

Jneenvritars must De well-capitalized and must have adequate
risk menagement as evidenced by compliance with C.1{a), (d), (g

ard (B o mizs ne anmicable,

SELLING AGENT

it may be anv financial institution, with dealership or brokering

Lcaense, under the reaulatory supervision of the BSP,

WERKET MAIKER

by

s

it must not be the issuing Bank;

it must be 2 third party which is not related to the Issuing Bank in
any manner that would undermine its independence;

't must be a financial institution, with dealership or brokering
ticense, under the reguiatory supervision of the BSP; and
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requirements:

i

The

It must be wellcapitalized and must have adeguate risk
management as evidenced by compliance with C.1{a), {d), {g) and
(h) as may be applicable.

After a bank’s application to issue an LTNCD has been approved, it may
issue the same, subject to the submission of the following additional

1.

D. ADDITIONAL REQUIREMENTS FOR THE ISSUANCE OF LTNCD

At least fifteen (15) days before the date of offering:

a) Written waiver of the secrecy of deposits on said LTNCD by
the Issuing Bank, its subsidiaries, affiliates and wholly or
majority-owned or controlled entities of such subsidiaries
and affiiiates;

b} Information disclosure and the terms and conditions of the
LTNCD issuance;

<) Promotional materials: and
d) Specimen of the proposed registry confirmation and

nurchase advice from each Selling Agent/Market Maker
which will evidence sale of the LTNCD.

Within ten {10) days after issuance of the initial and subsequent
tranches:

Vritien notice o the appropriate BSP supervising department of
the actuz! dae of initiat/ranche offering accompanied by a
certification by the President/Country Manager that the pre-
qualification reguirements under C.1 have been complied with up

P A FoR S
1O e e OV owerning.

FUNCTIGNS/RESPONSIBILITIES OF THE PARTIES INVOLVED

respective  parties shall  have, among others, the  foliowing

functions/responsibitities:

=
.

Fegistry Bani:

Generates and mainains the orB;

Records any transter of ownership;

issues and sends registry confirmation to hoiders;

Functions as paving agent for pericdic interest and principal payments;

oo o

and

Monitors compliance with the prohibition on heidings of LTNCD, as
prescribed under item H hereof.
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H.

Any information obtained from an examination of saud

examination purposes.
d stricthy confidential.

po
LTNCD shall he hei
FROHIBITION ON HGLDINGS OF LTNCD

The lssuing Bank including its related companies (subsidiaries and
affiliates and whelly or mejority-owned or controlled entities of such subsidiaries
and affitiates) cannot be a holder of the LTNCD of the Issuing Bank.

The {ssuing Bank shall provide the Registry Bank with an updated list of
all related companies. The Registry Bank shall submit to BSP within ten (10)
banking days from end of reference month, a report on the compliance with the
above prohibition. This report shall be a “Category B” report.

For purposes of this Circular, an affiliate is an entity, at least twenty
narcent (209

parcent {20%) hut not exceeding fifty percent (50%) outstanding voting stock of
which is, cwned by the lssuing Barnk.

AGREEMENTS BETWEEN ISSUING BANK AND REGISTRY BANK/SELLING
AGENT(S)/ MARIET MAKERE;

The agreements between the lssuing Bank and the Registry Bank/Market
Makers/Selling Ageats shall comply with the provisions of Sec. X169 of the
Manual of Regulations (MOR) on bank service contracts. The Issuing Bank shall
be lable for any camages o investors/depositors caused by actions of said
Regisiry Bank, Selitng AsentsiyMarket Maker(s) contrary to the agreements
gnis=rad into

RINHA LM FEATURES

be in soripiess form with a third
ectronic Registrv Books, To have
-fai evect 10 oeha. comply with the provisions of RoA. No. E792

Fory cepomirnetics - Ao T CD shall
~arty Registry San. mamaining tha Ei

Ziectronic Commerce AT particularty the existence of an assurance
o ti’\ﬂ integrity, reiiabiliby and gutHﬂr\ttcaty of the LTNCD in electronic
orm TNCDs shat b2 registered in the name of individuals or
TOTDCTATDNS, SEES tianle and prenumbered serially. The minimum
nali
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cenomination s be al e ciscretion of the {ssuing Bank.
2 Currency - Janonmination shell be in Philippine pesos.
3. Term - The minimum maturity of tha LTNCD shall be five (3) years.
4. Brimary Offerfng/Semndary Traging ~ The initial offering shall be

executed through an Underwriter or an Arranger. Subsequent negotiation



2. Underwriter/Arranger

d.

O

Conducts due diligence on the lIssuing Bank and determines the
valuation/pricing of the primary issue;

Prepares the prospectus/information disciosure/ updates for multi-tranche
issues;

Formulates the distribution/allocation plan for the initial offering and
ensures proper and orderly distribution of the primary sale/issue of the
LTNCD;

Disseminates information to prospective depositors/investors of LTNCDs
on the terms and condition of the issue (including information of non-
pretermination by the depositor prior to original maturity and the liquidity
mechanism in secondary trades) and the rights and obligations of the
holder, Issuer, Market Maker/Selling Agent, Underwriter/Arranger and
Registry Bank; and

When selling 10 its clients, it must perform the functions/responsibilities of
the Selling Agent under Item E.3(a) and (b).

3. Seliing Agent
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b.

Verifies identity of each investor and applies other standards to combat
money laundering as required under BSP Circular Nos. 251, 253 and 279;
and

lssues the purchase advice for the primary offering of the LTNCD.

4. Market Maker

a.
b.
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Sets independent pricing for the secondary trading of LTNCDs;

Posts daily the bid and offer prices for the LTNCDs on the screen of at
least one of the information providers until the operation of a fixed
income exchiange for LTNCDs;

. Verifies identity of each investor and appiies other standards to combat

money taundering as required under BSP Circular Nos. 251, 233 and 279;

. lssues the purchase advice for the secongary saie of the LTNCD; and
. Ensures secondary market transfers and registration in coordination with

the Registry Bank.

F. CHANGE OF UNDERWRITER/ARRANGER, REGISTRY BANK, SELLING
AGENT(SYMARKET MAKER(S)

After an application for authority 1o issue LTNCD has been approved by

the BSP, the Issuing Bank cannot change its Underwriter/Arranger, Registry Bank,
Seiling Agent{s) and Market Maker(s) without the prior approval of the BSP.

G. WAIVER OF THE SECRECY Of DEPOSITS FOR MARKET MAKERS

A Market Maker who holds an LTNCD for its own account must issue a

waiver of the secrecv of deposits in favor of the Bangko Sentral ng Pilipinas for
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nosezondary trading must be executed through authorized Market
Makeris).

K. FPURCHASE ADVICE AND REGISTRY CONFIRMATION

1. The Purchase Advice and Registry Confirmation shall conspicuously
contain the foliowing caveat;

a. This LTNCD cannot be terminated by the holder nor the Issuing Bank
before (maturity date). However, negotiationsitransfers from one
holder to another does not constitute pretermination.

b. All negotiations/transfers of this LTNCD prior to maturity must be
coursec through a Market Maker,

(_tem K.1.a above shall applv if the Issuing Bank commits no pre-
termination of the LTNCD, Otherwise it shall read as follows):

& Tnis JTNUD cannot be terminated by the holder hefore (maturity
date). However, it may bs preterminated at the instance of the Issuer
bank upon prior notice 1o the holder on record. Negotiations/transfers
from one holder to anoiher does not constitute pretermination.

Z, The Selling AgentMarket Maker shall issue a Purchase Advice to
evidence initiel purchase/secondary trading of LTNCD with the original
copy given to the hoider.

2. T Registy Banho shell issue & Registry Confirmation to evidence

cwrersnip of the LTMNCD, withy the original copy given to the holder.

- :( { 'P}]—_I\ 73 "ﬂ":'lv‘.“ ‘,:
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TnCDs sral bowe 2 osteteon ragular reserves of 2% and Douiginy
L
searyves of O%

AL DOUER SIZE AND ACGHEEGATE CRILING

An lssuing Zanic can issue LTNCDs up to three hundred percent (300%) of
s wolar capital accounts as defined under Sec. X106/X121.5 (branches of foreign

sanks; of the MOR: Provided, That each issuefissue program size does not
exceed five dillion pescs. This ceiling shall be subject to a regular review by the
25P,

-J




e

DEPOSIT INSURANCE COVERAGE

The LTNCDs shall be insured with the PDIC, subject to applicabie rules
and regulations, among others, on maximum insurance coverage.

PRETERMINATION BY THE ISSUER

LTNCDs may be preterminated by the issuing Bank, subject to the
following conditions:

1. The Information Disclosure, Purchase Advice and Registry Confirmation
shall inciude the information that the LTNCD may be preterminated by
the Issuing Bank;

2. Thirty {30) days prior notification must be given to the appropriate
supervising and examining department of the BSP together with the
justification for the pretermination;

3. Thirty (30) days prior notification to hoiders of record;
Y ¥s P

4, Notwithstanding any agreement to the contrary, the issuer shall shoulder
the tax due on the interest income already earned by the holders;

3. The Issuing Bank's reserve positions shall be recomputed retroactively
based on the applicabie reserve rate(s) for regular time deposits during the
affected periods;

it the recomputaed amounts result in a reserve geficiency, the issuing Bank
shail be fineo with the corresponding monetary penalties. The preceding
monetary penaity, howevar, shall not be imposed if pretermination by the
issuer is que 0 2 change in lzw or reguianion that wiill increase the cost of
mainiaining e L7

PN LAS,
NON-PRETERMINATION EY THE HOLDER

Presentation of the LTNCD to the issuing Bank for payment before the
maturity date is not allowed. Sowever, negotiation or transfer from one holder
to another shall not constitute pretermination of the LTNCD.

SANCTIONS

Without prejudice 1o the other sanctions prescribed under Section 37 of
R.A. No. 7653 and the provisions of Section 16 of R.A. No. 8791, the following
sanctions will be imposed on any ssuing Bank, Registry Bank and other parties

0




for failure to perform their respective functions/responsibilities and for non-
disclosure or misrepresentation of information.

1. On the lssuing Bank — Suspension of its authority to issue LTNCDs,
disqualification from future issuance of LTNCDs and a monetary penalty
of 8 30,000.00 for each violation.

2, On the Registry Bank - Disqualification to be a Registry Bank for one year
and a monetary penalty of 8 30,000.00 for each violation.
3. On all authorized Selling Agents/Market Makers - Disqualification to be

appointed as Selling Agent/Market Maker for one year and a monetary
nenalty of =8 30,000.00 for sach violation.

I

On the Certifving Officer - A fine of £5,000.00 per banking day from the
time of required disclosure up to the time disclosure was made; or from
the time misreprasentation was made up to the time the information was
corrected.

3. On the Responsible Officer — A fine of #30,000.00 for participating or
confirming in the non-disclosure or misrepresentation of information.

This Circular shzil take effact immediarelv,
For the Monetary Board:

/{f Q\M./w;,&ﬁ— L"

RAFAEL B. BUENAVENTURA
d Governor
Ociober 2E 2007
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