BANGKO SENTRAL NG PILIPINAS

OFFICE OF THE DEPUTY GOVERNOR
SUPERVISION AND EXAMINATION SECTOR

MEMORANDUM NO. M-2014-_019

To: ALL UNIVERSAL/COMMERCIAL BANKS AND THEIR SUBSIDIARY BANKS
AND QUASI-BANKS

Subject: Revised Basel Il Capital Adequacy Ratio (CAR) Report

The issuance of Circular No. 822 dated 13 December 2013 amending the capital
framework of foreign bank branches recognizes the unique capital structure of foreign
bank branches (FBBs) which requires corresponding amendments to the Basel Ill Capital
Adequacy Ratio (CAR) Report. In this regard, the Revised Basel Ill CAR Report template
attached to this memorandum shall be used for the first reporting period end-March
2015. This report already provides the revised computation of the risk based capital for
FBBs under Circular No. 822.

FBBs which opt to accelerate compliance with the provisions of Circular No. 822
may do so starting 01 April 2014 with first reporting reference period as of 30 June
2014, using the Revised Basel lll CAR Report. For FBBs adopting the revised framework
after 01 April 2014 and in periods between the required submission deadlines (e.g., as
of 31 August 2014), concerned banks shall submit the Revised Basel Ill CAR Report
following the submission frequency and deadlines under existing regulations (i.e., as of
30 September 2014). A notice to the respective Central Point of Contact Department of
the BSP is required for the early adoption of the revised framework. It should be noted
that by 01 January 2015, all FBBs should be using the Revised Basel Ill CAR report.

Meanwhile, FBBs that opt to avail of the transitory provision shall use the
Basel Il CAR Report template provided in M-2013-056 dated 10 December 2013 but
only up to 31 December 2014 as this will be replaced by the Revised Basel Ill CAR
Report.

The Basel Il Capital Adequacy Summary Report as provided under
Memorandum No. M-2013-056 dated 10 December 2013 shall continue to be
submitted together with the Basel Ill CAR report/Revised Basel Il CAR Report.

FBBs which will adopt the revised framework before 01 January 2015 are
reminded that prudential limits and other regulatory limits which are anchored on
unimpaired capital, shall already be based on the new definition of capital as provided
in Circular No. 822.

Domestic Universal/Commercial banks and their subsidiary banks and quasi-
banks shall also use the Revised Basel 1ll CAR reporting template starting 01 January
2015 with first reporting date as of 31 March 2015.
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In summary, below are the reference dates for the first reporting by concerned
entities using the reporting templates:

Basel Il CAR Report and Revised Basel Il CAR Report and
Basel Il Capital Adequacy Basel lll Capital Adequacy
Summary Report Summary Report
Domestic Banks 31 March 2014 31 March 2015
FBBs 31 March 2014 31 March 2015
30 June 2014*

* Early adopters of Circular No. 822

Both Basel Ill CAR reports and Basel Il Capital Adequacy Summary Report shall
continue to be submitted quarterly within 15 banking days and 30 banking days after
end of reference quarter for solo basis and consolidated basis, respectively. The Basel
Il CAR reports and Basel lll Capital Adequacy Summary Report shall be classified as
Category A-1 reports.

Non-reporting, late and/or erroneous reporting of the Basel Il CAR Report and
the Summary Report shall be subject to penalties provided under Subsection X192.2 of
the Manual of Regulations for Banks and Subsection 4192Q.2 of the Manual of
Regulations for Non-Bank Financial Institutions for Category A-1 report.

For compliance.

A5,
LENY I. SILVESTRE
Sector-In-Charge

© _ April 2014
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DEADLINE: 15 banking days after 30 banking days after SUBMISSION:
end of reference end of reference
quarter (solo basis) quarter (consoldiated basis)

FOR UNIVERSAL BANKS/COMMERCIAL BANKS
AND ALL THEIR SUBSIDIARY BANKS AND QUASI-BANKS
(As may be applicable)

(Name of Bank) (Code)

(Address)

REVISED BASEL Ill CAPITAL ADEQUACY RATIO (CAR) REPORT

Original copy to the
Supervisory Data Center (SDC)

COMPUTATION OF THE RISK-BASED CAR COVERING COMBINED CREDIT RISK, MARKET RISK, AND OPERATIONAL RISK

(Indicate if for Solo Basis or Consolidated Basis)

As of

(Quarter—End)

REPUBLIC OF THE PHILIPPINES)
) S.S.

We solemnly swear that all matters set forth in this report and all its supporting schedules are

true and correct, to the best of my knowledge and belief.

(Signature of Chief Risk Officer) (Signature of Chief Finance Officer)

(Signature of President/Senior/
Executive Vice President)

SUBSCRIBED AND SWORN TO BEFORE ME this day of

Community Tax Certificates, to wit:

20___, affiants exhibiting to me their

Name CTC No. Date/Place Issued

Notary Public
Until December 31, 20
PTR No.

Place

Doc. No.
Page No.
Book No.
Series of



Name of Bank

REVISED BASEL Ill CAR REPORT (Solo/Consolidated)

As of

PART |. CALCULATION OF RISK-BASED CAPITAL ADEQUACY RATIO (Amounts in P0.000 million)

Item Nature of item

A. Qualifying Capital

A.l Tier 1 Capital

Reference

Part Il (Iitem A.7)

Amount

A.1.1  Common Equity Tier 1 Capital

Part Il (Item A.3)

A.1.2  Additional Tier 1 Capital

Part Il (Item A.6)

A.2 Tier 2 Capital

A.3 Total Qualifying Capital (Sum of A.1 and A.2)

B. Total Risk Weighted Assets

Part Il (Item B.3)

B.1 Total Credit Risk-Weighted Assets

Part Ill (Iltem D)

B.2 Total Market Risk-Weighted Assets

Part IV (Item C)

B.3 Total Operational Risk-Weighted Assets

B.4 Total Risk-Weighted Assets (sum of B.1 to B.3)

C. RISK-BASED CAPITAL ADEQUACY RATIO

C.1 Common Equity Tier 1 Ratio

C.1.1  Capital Conservation Buffer

C.2 Tier 1 Capital Ratio

C.3 Total Capital Adequacy Ratio

Part V (Column 10)

Amount




Name of Bank
REVISED BASEL Ill CAR REPORT (Solo/Consolidated)
As of.

PART Il. QUALIFYING CAPITAL (Amounts in P0.000 million)

[item Nature of Item Amount
A. Tier 1 Capital
A.1 Common Equity Tier 1 (CET1) Capital (Sum of A.1(1) to A.1(11))

For Domestic Banks

(1) Paid-up common stock

(2) Common stock dividends distributable
(3) Additional paid-in capital

(4) Deposit for common stock subscription
(5) Retained earnings

(6) undivided profits */

(7) Other comprehensive income (Sum of A.1(7)(i) to A.1(7)(iii))
(i) Net unrealized gains or losses on AFS securities 2
(i) Cumulative foreign currency translation
(iii) Others
(8) Minority interest in subsidiary banks which are less than wholly-owned ¥/
For Philippine Branch of a Foreign Bank
(9) Assigned capital ¥

(10) Accumulated Earnings ¥ (Sum of A.1(10)(i) to A.1(10)(iii))
(i) Undivided Profits
(i) Unremitted profits not yet approved by the BSP
(iii) Losses in operation of Philippine Branch of Foreign Banks
(11) Other comprehensive income (Sum of A.1(11)(i) to A.1(11)(iii))
(i) Net unrealized gains or losses on AFS securities ¥
(i) Cumulative foreign currency translation
(iii) Others
A.2 Regulatory Adjustments to CET1 Capital (Sum of A.2(1) to A.2(23))
/

(1) common stock treasury shares

(2) Gains/(Losses) resulting from designating financial liabilities at fair value through profit or loss that are due to!
changes in its own credit worthiness o

(3) Unbooked valuation reserves and other capital adjustments based on the latest report of examination as|
approved by the Monetary Board

(4) Total outstanding unsecured credit accommodations, both direct and indirect, to directors, officers, stockholders
and their related interests (DOSRI)

(5) Total outstanding unsecured loans, other credit accommodations and guarantees granted to subsidiaries and
affiliates

(6) Deferred tax assets

(7)_Goodwill ™

(8) Other intangible assets */

(9) Gain on sale resulting from a securitization transaction

(10) pefined benefit pension fund assets (liabilities) %/

(11) Investments in equity of unconsolidated subsidiary banks and quasi-banks, and other financial allied undertakings
(excluding subsidiary securities dealers/brokers and insurance companies), after deducting related goodwill, if any
(for solo basis only and as applicable) il

(12) Investments in equity of unconsolidated subsidiary securities dealers/brokers and insurance companies after
13/

deducting related goodwill, if any (for both solo and consolidated bases and as applicable)

(13) Significant minority investments (10%-50% of of voting stock) in banks and quasi-banks, and other financial allied
undertakings after deducting realetd goodwill, if any (for both solo and consolidated bases) -

(14) Significant minority investments (10%-50% of of voting stock) in securities dealers/brokers and insurance
companies, after deducting related goodwill, if any (for both solo and consolidated bases) '¥

(15) Minority investments (below 10% of voting stock) in subsidiary banks and quasi-banks, and other financial allied

undertakings (excluding subsidiary securities dealers/brokers and insurance companies), after deducting related
13/

goodwill, if any (for both solo and consolidated bases)

(16) Minority investments (below 10% of voting stock) in securities dealers/brokers and insurance companies, after
deducting related goodwill, if any (for both solo and consolidated bases) **

(17) Other equity investments in non-financial allied undertakings and non-allied undertakings

(18) Capital shortfalls of unconsolidated subsidiary securities dealers/brokers and insurance companies (for both solo
and consolidated bases and as applicable)

(19) Reciprocal investments in common stock of other banks/quasi-banks and financial allied undertakings including
securities dealers/brokers and insurance companies, after deducting related goodwill, if any (for both solo and
consolidated bases)

(20) Materiality thresholds in credit derivative contracts purchased

(21) Credit-linked notes and other similar products in the banking book with issue ratings below investment grade

(22) Securitization tranches and structured products which are rated below investment grade or are unrated

(23) Credit enhancing interest only strips in relation to a securitization structure, net of the amount of “gain-on-sale”
that must be deducted from CET1 capital

A.3 TOTAL COMMON EQUITY TIER 1 CAPITAL
(A.1 minus A.2)




Name of Bank
REVISED BASEL Ill CAR REPORT (Solo/Consolidated)
As of

PART Il. QUALIFYING CAPITAL (Amounts in P0.000 million)

Item Nature of Item

A.4 Additional Tier 1 (AT1) Capital (Sum of A.4(1) to A.4(4))

(1) instruments issued by the bank that are eligible as AT1 capital ** (Sum of A.4(1)(i) and A.4(1)(ii)

(i) Perpetual preferred shares

(i) Other perpetual capital instruments

(2) Additional paid-in capital **

Amount

(3) Deposit for subscription of AT1 capital instruments

(4) Minority interest in subsidiary banks which are less than wholly-owned **/

A5 Regulatory Adjustments to Additional Tier 1 (AT1) Capital "/ (Sum of A.5(1) to A.5(8))

(1) AT1 instruments treasury shares ¥

(2) Investments in equity of unconsolidated subsidiary banks and quasi-banks, and other financial allied undertakings
(excluding subsidiary securities dealers/brokers and insurance companies), after deducting related goodwill, if any.
(for solo basis only and as applicable) i

(3) Investments in equity of unconsolidated subsidiary securities dealers/brokers and insurance companies after
deducting related goodwill, if any (for both solo and consolidated bases and as applicable) '

(4) Ssignificant minority investments (10%-50% of of voting stock) in banks and quasi-banks, and other financial allied
undertakings after deducting realetd goodwill, if any (for both solo and consolidated bases) d

(5) Significant minority investments (10%-50% of of voting stock) in securities dealers/brokers and insurance
companies, after deducting related goodwill, if any (for both solo and consolidated bases) *

(6) Minority investments (below 10% of voting stock) in subsidiary banks and quasi-banks, and other financial allied
undertakings (excluding subsidiary securities dealers/brokers and insurance companies), after deducting related
goodwill, if any (for both solo and consolidated bases) '

(7) Minority investments (below 10% of voting stock) in securities dealers/brokers and insurance companies, after
deducting related goodwill, if any (for both solo and consolidated bases) ok

(8) Reciprocal investments in AT1 capital instruments of other banks/quasi-banks and financial allied undertakings

including securities dealers/brokers and insurance companies, after deducting related goodwill, if any (for both
solo and consolidated bases)

A.6 TOTAL ADDITIONAL TIER 1 CAPITAL
(A.4 minus A.5)

A.7 TOTALTIER 1 CAPITAL
(Sum of A.3 and A.6)

B. Tier 2 (T2) Capital

B.1 Tier 2 (T2) Capital (Sum of B.1(1) and B.1(7))

For Domestic Banks

(1) Instruments issued by the bank that are eligible as Tier 2 capital 2/ (Sum of B.1(1)(i) and B.1(1)(ii))
(i) Limited life preferred shares
(ii) Other limited life capital instruments

(2) Deposit for subscription of T2 capital

(3) Appraisal increment reserve — bank premises, as authorized by the Monetary Board

(4) General loan loss provision, limited to a maximum of 1% of credit risk-weighted assets, and any amount in excess
thereof shall be deducted from the credit risk-weighted assets in computing the denominator of the risk-based
capital ratio

(5) Minority interest in subsidiary banks which are less than wholly-owned 2l
For Philippine Br. of a Foreign B
(6) Allowable Net Due to Head Office/Branches/Agencies Abroad - lower of:
Equivalent amount of the Assigned Capital

Actual balance of the "Net Due To" account **/

(7) General loan loss provision, limited to a maximum of 1% of credit risk-weighted assets, and any amount in excess
thereof shall be deducted from the credit risk-weighted assets in computing the denominator of the risk-based
capital ratio

B.2 Regulatory Adj to Tier 2 capital (Sum B.2(1) to B.2(9))

(1) Tier 2 instruments treasury shares >

(2) Investments in equity of unconsolidated subsidiary banks and quasi-banks, and other financial allied undertakings

(excluding subsidiary securities dealers/brokers and insurance companies), after deducting related goodwill, if any

(for solo basis only and as applicable) i

(3) Investments in equity of unconsolidated subsidiary securities dealers/brokers and insurance companies after,

deducting related goodwill, if any (for both solo and consolidated bases and as applicable) 24/

{4) Significant minority investments (10%-50% of of voting stock) in banks and quasi-banks, and other financial allied

undertakings, after deducting related goodwill, if any (for both solo and consolidated bases) i

(5) Significant minority investments (10%-50% of of voting stock) in securities dealers/brokers and insurance
companies, after deducting related goodwill, if any (for both solo and consolidated bases) 24

(6) Minority investments (below 10% of voting stock) in banks and quasi-banks, and other financial allied

undertakings, after deducting related goodwill, if any (for both solo and consolidated bases) 2/

(7) Minority investments (below 10% of voting stock) in securities dealers/brokers and insurance companies, after
deducting related goodwill, if any (for both solo and consolidated bases) 2

(8) Sinking fund for the redemption of preferred shares

(9) Reciprocal investments in T2 capital instruments of other banks/quasi-banks and financial allied undertakings
including securities dealers/brokers and insurance companies, after deducting related goodwill, if any (for both

solo and consolidated bases)
B.3 TOTALTIER 2 CAPITAL
(B.1 minus B.2)

C. TOTAL QUALIFYING CAPITAL (Sum of A.7 and B.3)




1/

3/
4/

s/
7/

8/
9/
10/
11/
12/

13/

14/

15/
16/

17/

18/

19/

20/

21/

22/

23/

24/

Resulting from the issuance of common stock included in CET1 capital.

For early adopters of PFRS 9, this account should include the net unrealized gains/losses on available for sale (AFS) debt securities

For early adopters of PFRS 9, this account shall refer only to "Net unrealized gains/losses) on AFS equity securities; For AFS debt securities, refer to Footnote No. 2.
Provided, That the minority interest arises from issuances of common stock which, if issued by the bank itself, would meet all of the criteria for classification as CET1 capital:
Provided, further, That the amount to be included by the surplus CET1 of the subsidiary attributable to minority shareholders: Provided, furthermore, That the surplus CET1
capital of the subsidiary attributable to minority shareholders is computed as the available CET1 capital minus the lower of: (1) the minimum CET1 capital requirement of
the subsidiary and (2) the portion of the consolidated minimum CET1 requirement that is attributable to the subsidiary, multiplied by the percentage of CET1 held by
minority shareholders.

For this purpose, banks shall include only the institutions that are subject to the same minimum prudential standards and level of supervision as a bank.

Including earnings not remitted to the head office which the bank elects to consider as part of the assigned capital

Sum of components of Net Due to Head Office/Branches/Agencies Abroad considered as CET1 Capital.

Including shares that the bank could be contractually obliged to purchase.

Treasury shares are: (1) shares of the parent bank held by a subsidiary financial allied undertaking in a consolidated statement of condition, or (2) the reacquired shares of a
subsidiary bank/quasi-bank that is required to compute its capital adequacy ratio in accordance with this framework.

This adjustment shall only apply to banks/non-banks which did or will not adopt early the provisions of PFRS 9 and recognize the gains/losses (relative to changes in own
credit worthiness) in undivided profits.

Net of any allowance for impairment and associated deferred tax liability, if and only if the conditions cited in PAS 12 are met; Provided, that, if the resulting figure is a net
deferred tax liability, such excess cannot be added to Tier 1 capital.

Net of any allowance for impairment and any associated deferred tax liability which would be extinguished upon impairment or derecognition, including that relating to
unconsolidated subsidiary banks, financial allied undertakings (excluding subsidiary securities dealers/brokers and insurance companies) (on solo basis) and unconsolidated
subsidiary securities dealers/brokers, insurance companies and non-financial allied undertakings (on solo and consolidated bases).

Net of any allowance for impairment and any associated deferred tax liability which would be extinguished upon impairment or derecognition

The adjustment pertains to the defined benefit asset or liability that is recognized in the balance sheet. Such that CET1 capital cannot be increased by derecognizing the
liabilities. In the same manner, any asset recognized in the balance sheet should be deducted from CET1 capital

For equity investments in financial entities, total investments include:

a. Common equity exposures in both the banking and trading book; and

b. Underwriting positions in equity and other capital instruments held for more than five (5) days

Provided, that should the instrument of the entity in which the bank has invested does not meet the criteria for CET1 capital of the bank, the capital is to be considered
common shares and thus deducted from CET1.

Must meet the following:

a. Criteria for inclusion in Additional Tier 1 capital;

b. Required loss absorbency features for instruments classified as liabilities for accounting purposes; and

c. Required loss absorbency feature at point of non-viability.

Resulting from the issuance of instruments included in AT1 capital.

Provided, That the minority interest arises from issuances of Tier 1 instruments, if issued by the bank itself, would meet all of the criteria for classification as Tier 1 capital:
Provided, further, That the amount to be included as minority interest shall be reduced by the surplus Tier 1 capital of the subsidiary attributable to minority shareholders:
Provided, furthermore, That the surplus Tier 1 capital of the subsidiary attributable to minority shareholders is computed as the available Tier 1 capital minus the lower of:
(1) the minimum Tier 1 capital requirement of the subsidiary and (2) the portion of the consolidated minimum Tier 1 requirement that is attributable to the subsidiary,
multiplied by the percentage of Tier 1 held by minority shareholders. Provided, finally, That the amount of Tier 1 Capital to be recognized in Additional Tier 1 capital will
exclude amounts recognized in CET1 capital.

For this purpose, banks shall include only the institutions that are subject to the same minimum prudential standards and level of supervision as a bank

For Philippine branch of foreign bank, all investment in equities shall be deducted from capital depending on percentage of ownership following the corresponding
deduction approach. In the absence of AT1 capital, these adjustments shall be charged against CET1 capital.

Including shares that the bank could be contractually obliged to purchase.

Treasury shares are: (1) shares of the parent bank held by a subsidiary financial allied undertaking in a consolidated statement of condition, or (2) the reacquired shares of a
subsidiary bank/quasi-bank that is required to compute its capital adequacy ratio in accordance with this framework.

For equity investments in financial entities, total investments include

a. Other capital instruments in both the banking and trading book; and

b. Underwriting positions in equity and other capital instruments held for more than five (5) days

Provided, that should the instrument of the entity in which the bank has invested does not meet the criteria for AT1 capital of the bank, the capital is to be considered
common shares and thus deducted from CET1 capital.

Must meet the following:

a. Criteria for inclusion in Tier 2 capital; and

b. Required loss absorbency feature at point of non-viability.

Provided, That the minority interest arises from issuances of capital instruments, if issued by the bank itself, would meet all of the criteria for classification as Tier 1 or Tier 2
capital: Provided, further, That the amount to be included as minority interest shall be reduced by the surplus total capital of the subsidiary attributable to minority
shareholders: Provided, furthermore, That the surplus total capital of the subsidiary attributable to minority shareholders is computed as the available total capital minus
the lower of: (1) the minimum total capital requirement of the subsidiary and (2) the portion of the consolidated minimum total capital requirement that is attributable to
the subsidiary, multiplied by the percentage of total capital held by minority shareholders. Provided, finally, That the total capital that will be recognized in Tier 2 will
exclude amounts recognized in CET1 and AT1 capital.

For this purpose, banks shall include only the institutions that are subject to the same minimum prudential standards and level of supervision as a bank.

The actual balance of Net due to Head Office/Branches/Agencies Abroad- Philippine Branch of Foreign Banks shall be computed as follows

Sum of:

Balance of Due to Head Office/Branches/Agencies Abroad- Philippine Branch of Foreign Banks

Current earnings/losses booked in the Undivided Profits account

Total

Less:

Balance of Due from Head Office/Branches/Agencies Abroad- Philippine Branch of Foreign Banks

Accumulated Earnings (Sum of Balances of Undivided Profits, Unremitted profits not yet approved by the BSP and Losses in operation of Philippine Branch of Foreign Banks)

Including shares that the bank could be contractually obliged to purchase.

Treasury shares are: (1) shares of the parent bank held by a subsidiary financial allied undertaking in a consolidated statement of condition, or (2) the reacquired shares of a
subsidiary bank/quasi-bank that is required to compute its capital adequacy ratio in accordance with this framework

For equity investments in financial entities, total investments include:

a. Other capital instruments in both the banking and trading book; and

b. Underwriting positions in equity and other capital instruments held for more than five (5) days

Provided, that should the instrument of the entity in which the bank has invested does not meet the criteria for T2 capital of the bank, the capital is to be considered
common shares and thus deducted from CET1 capital.
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