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MAYNILA, PILIPINAS

OFFICE OF THE GOVERNOR

CIRCULAR NO. _384
Series of 2003

The Monetary Board in its Resolution No. 182 dated February 6, 2003, decided
to adopt the following guidelines in the establishment of a foreign subsidiary by a bank
subsidiary:

a. The investment of a bank subsidiary in the equity of a subsidiary located
abroad shall be subject to prior Bangko Sentral ng Pilipinas (BSP) approval;

b. The bank subsidiary may invest in a subsidiary if it meets the foliowing pre-
qualification requirements:

e It has compiied with the minimum capitai requirement of the host
country;

¢« It has booked the required valuation reserves and other capital
adjustments, if any;

¢ lts operations in the preceding three (3) years were profitable;
otherwise, the feasibility study on the proposed subsidiary should
show profits in the first two (2) years of operations.

¢. The application for authority of a bank subsidiary shall be accompanied by
the following:

« Ceriified true copy of the resolution authorizing the investment by the
board of directors of the parent bank and the bank subsidiary;

¢ reasibiiity studies on the proposed subsidiary indicating, among
othere, the economiz justification, the typs o industry  anc
srganizational  expenses (0 be incurred, including the capital
expendiiures; ang

¢ Proposed organizational structures. including the proposed officers
and their qualifications.
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The appiicant parent subsidiary shall comply with the licensing requirements
of the host country and the necessary license to operate shall be secured
from the appropriate government agency of the host country;

€. The proposed subsidiary may invest in another subsidiary with prior approval
of the BSP;

f.  Any outward investment representing initial capital and other outiays shali be
subject to existing regulations;
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At ieast 50% of the yearly net profits of the proposed subsidiary shall be
declared and paid as cash dividends to the parent subsidiary;

h. The proposed subsidiary shall be subjectto —

« the applicable reportorial requirements such as the submission of

quarterly Statement of Condition and Statement of Income and
Expenses; and

» the supervision and examination by the BSP and the cost of such
examination shall be charged against the grandparent bank; and

i Any additional funding or advances of the parent bank in the Philippines to its
subsidiaries abroad or the subsidiary will require prior BSP approval.

This Circular shall take effect after fifteen (15) days foliowing the completion of its
publication in & nawspaper of generai circulation in the Philippines.

FOR THE MONETARY BOARD:
AMANDO &{ TETANGCO, JR.
Officer-in-Charge
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