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CIRCILARLETTER

TO ALL BANKS AND NON-BANK FINANCIAL INSTITUTIONS
PERFORMING GUASI BANKING FUNCTIONS

Subject: Intraday Liquidity Facility for the Implementation of Circular 266 thru the
Improved Interbank Call Loan Funds Transfer System (MIPS2)

In its Resolution No.113%9dated July19, 2001, the Monetary Board, amended its
Resolution No. 480 dated March 26, 2001 which approved the establishment of the Intraday
Liquidity Facility (ILF) to support the implementation of Circular 266 thru MIPS2. Circular
266 amended the rules on settlemeni of transactions involving interbank loans and
government securities under repurchase agreements with the Bangko Sentral ng Pilipinas
(BSP) in connection with its open market operations. The Circular prescribes settiement of
these transactions gross, on trade-for-trade basis and with finality, subject to the availability
of balances in the deposit reserves mainisined by banks and non-bank financial institutions
with quasi-banking functions (NB(QBs) with the BSP.

BSP recognizes that there are interbank transactions, other than check clearing, that
are still settled on net basis. These interbank transactions include secondary trading of
government securities and peso-netting arising from $-Peso swaps. The ILF provides the
smoothening mechanism in the settlement of these interbank transactions, which are not
covered by Circular 266 but could cause a failure of seitlement of transactions under MIPS2.
The operation of the ILF is considered part of the BSP’s open market operations.

The basic features of ILF are described in this document. The timeline and
procedures are shown in Annex 1.

1. Establishment of BSP-ILF-Principsl Securities Account and Client Securities
Account for each participating bank/NBQB with BTR-ROSS. - The BSP-
Accounting Department (BSP-AcD) shall open a RoSS Principal Securities Account (to
be named BSP-ILF) and Client Securities Account (CSA-ILF) for each participant (to be
named BSP-ILF - Name of Seller/Institution). To establish the CSA-ILF, each RoSS
member participating bank/NBQB shall instruct the Bureau of Treasury (BTr) to move
from its account with BTr-RoSS to the BSP-ILF account the pool of peso-denominated
government securities to be set aside. Non-RoSS participants must first accomplish the
required documents for RoSS membership prescribed by BTr. The instruction shall
come in the form of  “Confirmation of Transfer of Government Securities Sans
Consideration” (COT-SC). (Dec. No. 1)

a. All participating banks/NBQBs shall submit to BTr-RoSS the CSA-ILF file
securities that shall constitute the initial inventory of securities in diskette form using
an Excel worksheet in accordance with the signed form schedule shown in Annex 2.
The CSA-ILF e-file shall be supported by a signed COT-SC. In case discrepancies
are detected by BTr in the contents of the CSA-ILF e-file, the whole file shall be
rejected.
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b. After updating the RoSS for the instructions from the participating banl&s/NBQBs,
BTr shall transmit the initial CSA-ILF e-file of individual participants to the BSP via
cc:Mail addressed to mailbox “BSP-ILF” and to the individual participants.

Eligible Securities - Only government securities listed below that are free and
unencumbered shall be eligible for the ILF. The securities shall be booked under either
“Investments in Bonds and Other Debt Instruments (IBODI — ILF” or “Trading
Account Securities (TAS) - ILF”.

a. Peso-denominated issues of the National Government (NG) with remaining maturity
life of at least eleven (11) days to ten (10) years, including Special Series Treasury
Bills used as liquidity reserves under Circular 10.

Special Series Treasury T-Bills used as liquidity reserves under Circular 10 should
first be released by the ILF participants before said securities can be transferred to
their CSA-ILF account by formally advising RoSS on such transfer.

b. US$ denominated bonds issued by the NG with remaining life of at least eleven (11)
days.

Intraday Bank Limit - Banks/NBQBs shall set their individual ILF limits based on the
amount of government securities delivered to the CSA-ILF pool.

Valuation of Securities - The government securities in CSA-ILF shall be valued based
on the 11:16 A. M. fixing rates on the last banking day of the week when the documents
are submitted to BSP-AcD, from applicable Bloomberg’s MART pages. Securities that
are not quoted in said MART pages shall be valued based on the price to be mutually
agreed by BSP-Treasury Department (BSP-TD) and the participating bank/NBQB.

BSP shall adopt the following wvaluation guidelines for the Peso-denominated
government securities:

Tenor (Remaining Life) Valuation
Up to 182 days 90 % of market value
More than 182 days but less than 5 years 80 % of market value
5 years up to 10 years 70 % of market value

Margins - Margins shall be applied based on the remaining life of the security and on
existing procedures of the BSP-TD.

Access to ILF and Repayments of O/N-RP - At the start of the banking day,
participating banks/NBQBs shall sell to BSP the securities in the CSA-ILF pool based
on the value established in Section 4. BSP shall credit the proceeds of the sale to the
respective demand deposit (DD) accounts of the seller with BSP (Dec. Neo. 2). At 5:30
P.M., BSP shall sell back the securities at the same price in accordance with the
guidelines stated below.

a. In case the DD balance is not sufficient to cover the purchase transaction, BSP-TD
and the participating bank/NBQB shall mutually agree on either of two options:
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i. BSP-TD shall extend an overnight repurchase agreement (O/N RP) at 600 basis
points over BSP’s lending rate for the day.

ii. BSP-AcD shall sell back to the participating bank/NBQB only to the extent of
the DD balance and the bank shall issue an instruction to BT to transfer the
securities from the CSA-ILF of the BSP ILF principal securities account to BSP-
TD regular principal securities account using Confirmation of Sale (Doc. No. 3)

b. The O/N RP shall be paid not later than 11:00 A M. on maturity date. Unpaid O/N-
RP shall be converted into an absolute sale to BSP of the collateral.

7. Changes in Securities in the CSA-TLF Pool - Participating banks/NBQBs may
increase or reduce their intraday bank limit by submitting to BTr an adjusted CSA-ILF
e-file not later than 12:00 noon on the last banking day of the week. BTr shall post the
adjusted CSA-ILF file and transmit the updated CSA-ILF e-file not later than 9:30
AM. of the immediately following banking day after date of receipt from the
participating bank/NBQB.

8. Transaction Fee - BSP shall collect a commitment fee of 20 basis points per annum on
the intraday bank limit and transaction fee of P100.00. The cost of maintaining the
CSA-ILF to be charged by BTr shall be borne by the participating bank/NBQB.

9. System for Monitoring Movement of Securities - The BSP-AcD shall maintain the
CSA-ILF file in tandem with the BSP Financial Accounting System (FAS). The CSA-
ILF file shall be updated for the following transactions:

a. Use of securities as collaterals of O/N-RP

b. Transfer from the BSP-ILF to the BSP-TD principal account with BTr-RoSS on
account of an absolute sale evidenced by the issue of Confirmation of Sale by the
bank/NBQB and the Confirmation of Purchase (Doc. No. 4) by the BSP-TD.

10. Availability of the Facility - The ILF shall be available in its fully automated form
after completion of the user acceptance testing by market participants, BSP and BTr and
upon signing of the memorandum of agreement by and among BSP, BTr and the
Bankers Association of the Philippines in behalf of its members, Participating banks and
NBQBs shall sign individual participating agreements.

FOR THE MONETARY BOARD

RAFAEL B. BUENAVENTURA
Governor

July 37, 2001
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FROM:
TG:

ANNEX 2
of ILF Circular Letter

INITIAL INVENTORY OF SECURITIES

| DEALER NO. | ACCT. NO. | REMARKS |
XXX XXX Regular RoSS Account No, of Securities Dealer
648 XXX ILF RoSS Account of Securities Dealer

L ISIN | FACE AMOUNT |

PIBAAAAAAAAA 9,999,999 996 50

PIBAAAAAAAAA 9,999,999 996 69

PIBAAAAAAAAA  9,999,999,999 99

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA  9,999999 959 99

PIBAAAAAAAAA  9.999,999 999 9G

PIBAAAAAAAAA 9,999 999,990 90

PIBAAAAAAAAA 9,999 699 950 9C

PIBAAAAAAAAA 9,999,099 999 69

PIBAAAAAAAAA 9,999,999 999 9¢

PIBAAAAAAAAA  9,999,999,999 9¢

PIBAAAAAAAAA 9,999,999 999 9¢

PIBAAAAAAAAA 9,999 999 990 GG

PIBAAAAAAAAA  9,999999 999 95

PIBAAAAAAAAA 9,999,996 99C 09

PIBAAAAAAAAA  9,999,999,999 96

PIBAAAAAAAAA 9,999,999 999 9¢

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA 9,999 999 993 9G

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA 9,999,999, 999 99

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA 9,999,999 999 99

PIBAAAAAAAAA 9,999,999 999 99

Note: This data format must be submutied to BTr in diskette and accompanied
by a signed hardcopy (certified correct)



fetivihead ol the Bank
(iving instiuction)

DOCUMENT NO. 4

Trmssuction v

Direcelor

Linbility Management Service
Bureau of the Treasury

244 Palaciv del Gobernador Buiiding
10U2 Intinuios, Manila

Adlenlioi RUEGISTRY OF SCRIPLESS SLCURITILS

CONFIRMATION OF TRANSFLR OF
GOVERNMENT SECURITIES SANS CONSIDERATION

The , dugs hereby INSTRUCTS and AUTHORIZES you tu
nansler unty . under the account BSP-ILEF (e folluwiung
deseribed Government Securitics hield by the Burcau of the Treasury under the Reyistty
of Scripless Sceurities (ROSS) Systeu

1SSULE MATURITY FACE
ISIN 'I'EI{IVI DATE DATE AMOUNT PRICLE
(Cude) {Account Nuber)

WName of GSED/Non-GSLED

(Signature of Authu ized Signatury)

(Designalion)

{Tesl Key)

TREGISTRY OF SCRIPLESS SECURITIES

Transaction No.
Value Date
Acknowiedgement

This isto acknowledize receipt of the instruction Conlinmation of Transfer ol GS
Sans Cousideration,

Details of which are as follows:

ISIN TERM ISSUE MATURITY FACE
DATE DATE AMOUNT  PRICE

Date

Very truly youls,

TR Aulhorized Official




Document No. 2

Lenarhead of the Selling Bank

SALE AND PURCHASE AGREEMENT OF GOVERNMENT SECURITIES

For and in consideration of the Intradzy Liguidity Facility to be established by the
(the

, the Bank hereby

Bangko Sentral ng Pilipinas (BSP) in favor of the

“Bank™) in the amount not exceeding P

agrees on the sale of the pool of government securities lodged under the account CSA-
ILF in the name of the Bank with the Bureau of Treasury and subject of the Confirmation

of Transfer Sans Consideration copy of which is attached hereto.

The Bank hereby authorizes the BSP to credit to its Demand Deposit Account
with the BSP the value of the pool of securities under the CSA-ILF as determined in

accordance with Section 4 of the Circular Letter dated and to debit

and credit to the same Demand Deposit Account transactions mentioned under Section 6

of the said Circular Letter.

The government securities in the CSA-ILF Pool and the amount Intraday
Liquidity Facility established may, however, be changed in accordance with Section 7 of

the said Circular Letter. Unless sooner terminated, this Agreement shall be effective for

the period covering 0 ,200__.

AUTHORIZED SIGNATORY AUTHORIZED SIGNATORY
BSP Bank



DOCUMENT NO. 3

LETTERHEAD OF THE SELLER

Transaction No.
Value Date

CONFIRMATION OF SALE OF GOVERNMENT SECURITIES

The , does hereby CONFIRM that it has SOLD,
TRANSFERRED AND CONVEYED unto , pursuant to the Sale and
Purchase Agreement executed for the period covering to

200, all of its rights, titles and interests over the following

b g

described Government Securities, held by the Bureau of Treasury under the Registry of

Scripless Securities (RoSS) System.

ISSUE MATURITY FACE
IS TERM DATE_ DATE AMOUNT PRICE
( Code) {Account Number)
(Name of GSED/Non-GSED)

(Signature of Authorized Signatory)

(Designation)



DOCUMENT NO. 4
BSP LETTERHEAD

Transaction No.
Value Date

CONFIRMATION OF PURCHASE OF GOVERNMENT SECURITIES

The , does hereby CONFIRM that it has PURCHASED
from , pursuant to the Sale and Purchase Agreement
executed for the period covering to \

200, all of its rights, titles and interests over the following described Government
Securities, held by the Bureau of Treasury under the Registry of Scripless Securities
{RoSS) System.

ISSUE MATURITY FACE
1S TERM DATE DATE AMOUNT PRICE
( Code) " {Account Number)

Signature of Authorized Signatory)

(Name of Authorized Signatory)

(Designation)



