MAYNILA, PILIPINAS

OFFICE OF THE GOVERNOR

Circular No. 272
Series of 20021

The Monetary Board, in its Resclution No. 2154 dated December 15, 2000,
approved the foilowing reguiations implementing Section 3 and other related
sections of R.A. No. 8781 or the General Banking Law of 2000:

Section 1. Definition, Classification, Powers and Scope of Authorities of
Banks. The following are the definitions, ciassifications, powers and scope of
authority of banks, as well as the prerequisites for the grant of banking authorities.

1.1 Definition and Classification of Banks. Subject to the power of the
Monetary Board to create other classes or kind of banks, they shall be
classifiec int2:

a. Universal banks (CEBs);

5. Commaercial banks (KBs),

c. Thift banks ( 8z}, as defined in Republic Act (R.A) No. 7908, whic!

hali be composed of: () Sa VINGS 2ng Mort igage ar ‘ks {ity Stock savings and
ican associations, and (i} Frivate development banks;

¢, Rural oanxe (Ros), as defineg in R AL He, 7258,

e Cooperative banks (Coop Barks), zs gefinag in R, A No. 8838 and

TevHe Danks (55, ag gefinedg in L AL No. 26848,

1.2 Powers and Scope of Authority. Tee foliowi ag are the nowears and
£ i of

. i
P __
hanls. -

a. UBs. A U2 shall have the asuthority (0 exercise, in addition 1o the
powrers and services authorized for a KB as enumerated in item b of this
Subsection and those nrovided by other laws, the following:
(1) the powers of an investment house as provided under existing jaws;

(2) the power to invest in non-aliied enterprises;
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(3) the power to own up to one hundred percent (100%) of the equity in a

TE & RB, a financiai aiiied enterprise, or a non-financiai aihed enterprise;
and

(4) in case of publicly-listed UBs, the power to own up to one hundred
oercent (100%) of the voting stock of only one other UB or KB.

A UB may perform the functions of an investment house either direc by or
indirectly through a subsidiary investment house; in either case, the
underwriting of equity securities and securities dealing shall be SL.ble.... o
pertinent iaws and regulations of the Securities and Exchange Commssw.
(SEC): Provided, That if the investment house functions are performead
directly by the UB, such functions shall be undertaken by & sepaate and
distinct deoartment or other similar unit in the UB buf it cannot perform such

Bymadimmn badh abhy s irasths

functions both directly and indis [SheithY thi OuULi z subsidiary.

5. KB _in addition fo the general powers incident o corporations and
those orovided in otner laws, 2 KB shall have the authority (0 exercise zll
such "vmm'* as may be nesessary fo carry on the business of © &
banking, such as accepting drafls and issuing ietters of credit; disc uniing
and negotiating promissory notes, drafts, bills of exchange, and other
svidences of debt; accepting or creating demand deposits, receiving other
tvnes of deposits and deposit substitutes; buyving and selling foreign

1
o
are

exchange and gold or silver bullion; acoulring marketable bonds and other
debi securities; and e:tmcm: cradit, subjest 1o such rules as the Monetary
Sioard may promulgate. These rules may include the determination of bonds
ana other debt securities eligible for investment, the maturitias and zgaregeae
zmount of such investment

i may zlso exarcise or perorm any or ali of the faiiowin

1Y invest In fhe eou of allied enterprises as mev be determined oy
ihe i»ﬁcnetary SBeard;

(2 purchass, hold and convey real estate 2s specifizd under = Secuons &7

(3) receive in custody funds, documents and vaiuable odiedts,

fF AN wmmiem ) . . ~ fmy ~F ~N & Fim o~
(Ay ast as financial agent and buy and sell, by orasr of and tor Ihe
VS = f

+
account of their customers, shares, evidences of indebtedness and all types
of securities;
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With prior approval of the Monetary Board, ang subject to such
guidelines as may he established by it TRs may also perform the following
services:

{1) open current ¢ checking accounts:
{2) engage in tru
aperations:

. including but not
Revenue (BIR), Sosial Security System

{4) act as official depository of nationa] agencies and of municipal, city or
brovincial funds in the municipality, city or province where the T8 is located;

{5) issue mortgage and cha
for its own account or for
in payment

el mortgage certifi
the account of others or
or as amortization of its ioan; and

cates, buy ang self them
accept and receive them

{8) to invest i the equily of allied undertaxings.
d. RBs. In addition to the powers provided in oth
perform any or ail of e

lit
oliowing services:

~h

er iaws, an RB may

s

(1) extend icans and advances primariiv for the uarpose of meeting the
normal credit neads of farmers, fishermen or

farm families as well z
Lovperatives, merchaii

I a8
. R e e -

i3, privaie and fPUbic EMBoves s

ey o R S N RS s T

c\.f_‘} aocent 35 Vire D SN0 s Genosis

(4) rediscount Faper with the {BP mymo or any other bank, !nc!uds’ng its
Branches and agencies. Said banks shaijj $pecily the nature of paper deemed
acteptable for regiscount, as wejl o he rediscount rate te be charged by
any of these banks:

[72)
—

(5) Act as collection agent; and

i

(8} OFfer other banking services as Provided in Sec
5751,

tion 53 of R.A. No.

T T
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tions and payments for the account of others and perform
their customers as are not incompatibie with banking

L7}

o

2

4]

[t
O
-ty

o

—

such other
husiness;

{8) upon prior approval of the Monetary Board, act as managing agent,
adviser, consultant or administrator of investment management/advisory/-
consultancy accounts:

{7y rent out safety deposit boxes; and
(8) engage in guasi-banking functions.

L o
1

¢c. T86. in agdition 10 the powers provided in oiher iaws, a
nerform any or all of the following services

S may

(1} grant ioans, whether secured or unsecured:

(2) invest in readily markeiabie bonds and other debt securities,
commercial papers and accounis receivable, drafis, bills of exchange
acceptances or notes arsing out of commerciai transactions;

{3) issue gomestic ietters of creqit;
(4) extend credit facilities to private and government employees;

d creqit against the security of lewelry, precious stones anc
articies of similar nature, subject to such ruies and regulations as the
WMionetary Board may prescribe;

(7% rediscount paper with the L ank <f the Philippines, (157}
Develcpment 2ank of the Philippines (DEP), and other gevernment-owned or

controlied corporations:

(8) accept foreign currency deposits as providea under R.A. No. 8478,
s amended;

(9) act as correspondent for other financial institutions:

(10) purchase, hold and convey reai estate as specified under Sections
1and 52 of R.A. No. 8781, and |

[&1]

{11) offer other banking services as provided in Section 53 of R A No 8791,



- Page © -
(6) accept drafts and issue letters of credit or ietters of guarantee,
negotiate notes and hills of m(changn and other evidence of indebtedness
under the universaliy accepted Islamic financial instruments:

7 act as collection agent insofar as the payment orders, bills of
xchange or other commercial documents are exclusive of riba or interest

(8} provide financing with or without collateral by way cf leasing, sale and
ieaseback, or cost pius profit saies arrangement:

(8) handie storage operations for goods of com ity financing secured
by warehouss receipts presented 1o the Sank

{10} Issus shares for the account of instiutions ang companies assisied
oy the Bank in moetmg w.,s:npt:c': caiés or augmenting their capital and or
iund requirements 2s mav be aliowes by isw

(11) undertake various invesiments in 2ii Yransactions aliowed oy the
Istamic Shari’z in such & way that snail not permit the haram (forbidden} nor

A e

foroid the hajal (permissibie;,

2“ Act az an cfficial government depository, or s branches,
! ana Iinstrumentaliies and of governmeni-ownad or cantro!iad
. periicuiarty these doing pusiness in ihe autonomous region;

iy

By

olelde] ﬁr':a'hﬁr\.
fw wv!uﬁl\d‘ll

investment varticipation cerificates, muguaragsh non
inierest-Deann; mﬁcs), deberﬁure wm.ater;.:« andio? the renewal ang

* e X o g pedebes G e . . oy nerte : o b e

ne same stﬁ': e zoprovel of e Menetary Roard 1o ke

Poa o mi e : v B e e e L~ e T Y - L e L 1 S

Useld oy TInanci C..A::;EIE '5'".: PO DIOIells ot will promoE he
2I0N0Mmi ntprim a"w ot the AUTonomous Fegion;

(14; cary ot financing and joint investment operations by wezy of

mudarshh ﬁ._j"(‘l"}ﬂ‘:l"i" far atharg on 2 "ncf_"\j T ‘f‘”‘ﬂ"t"‘ng dyrangement! zna
invest funds cirectly in various projects or through the use of funds whose
owners desire 10 invest jointty with other resourcas avaiiable to the 2 on 2
joint muderabh sasis; and

bk
,2

)} Warehousing comp
) i g companies,;
& companies;

_,
_)
11?
(Ll:!
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With prior approvai of the Monetary Board, an RE may perform any or ali
of the foliowing services:

(1} accept current or checking accounts: Provided, That such RB has net
assets of at ieast PS5 miilion;

{(2) accept NOW accounts;
{3) act as trustee over estates or properties of farmers and merchants

(4) act as official deposztory of mumcspa! city or provincial funds in the
municipaiity, city of province where it is jocated:

FEN o1l mdmmm merbim Ay b
\5) seii domesiic ararts; andg

U
{5)

e. Coop Banks., £ Coop Pa'w shall be organized primarily to nrovide
financial and credi services {0 cooperatives and may periorm any or all of
the services offered by RBs,

I 18s. In addition to the general powers incident to corporations and
those provided in other laws, as well as in Circular No. 405, insofar as Lhey
are not inconsistent or incompatible with the provisions of R.A. No. B848, &

'2 may perform any or =i of the following services:

(1) open savings accounts for safekeeping or custody with no
participaton in profit and lesses except uniess otherwise authorized by the
account nciders to ba invesied:

or &

-
!
[nd lalal
- )

2} accept investment account placements an a invest the same
o owith the [B's funds in islamicaliv permissibie fransaction

participation basis:

{3} accept foreign currency deposits from banks, companies,
organizations and individuais, including foreign governments:

i4) puy and seil foreign exchange;

(D) act as correspondent of banks and institutions to handie remittances
or any fund transfers;
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{(¢) Companies engaged in the management of mutual funds but not
it the mutual func:s themseives; and

{e} Such other similar activities as the Monetary Soard has declared
or may declare as appropriate from time fo time, subject io
existing limitations impaosed by faw,

Section 2. Prerequisites for the grant of UB authority.
2.1 Com,oﬂance with guidefines. A domestic bank seeking authority to

erate as a UB shall submit an application to the appropriate supervising
d examining department of the BSP. The applicant shall compiy with the
tid

O

P
n

n

guigelines for the issuance of a UB authoriy and shzll submii all the
documentary reguiremanis enumerated in Anney 4,
2.2 Pubiic offering of bank shares. A domestic um{ applying for sz UB

Hublic

sondition 16 the approval of ¢
fan)

1
1
£ . & bin e
it D’""F"P" i nolu} of RS "C'\.ﬁ ie

authority sha 25 5
u.,e,” gofza ﬂas‘f

t
with hafore ¥ zan b granted (he

The tarm public offenng snall mean the offer o sell equity shares to
the pubiic stocknoiders.
!

Public ::z'o“;{m' =5 shali refer 1o 2l stocithoioars, excluding the banids
cirectors, shareholders cwning twenty parcant (25U o more of the banic's
subsoribed caniial swook {cgether with thore of thelr ralztives within the faurte
degree of consanguinity o eFiny, and coerporztions convolies or afiliated

se held by public siockhoiters bafors i cen e arania

% i & {1
autharity to operate as 2 UB

2.3 Lisiing of bank sharss in the sr*'vch axchange. :)O""!ﬁs'ii" sanrs
granted a UB i:c:,.s,, exisling or new, must fist thair shares in the PSE within
three (3) years: Provided, That in the case of navw UBs, the three {.,) year
period shall be reckoned from the date the license to operate 2s a UR was
granted. In the case of existing UBs which have ror vet lisied their shares in
the exchange, ths three (21 year period lansed on December 27, 1098,
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o

Section 3. Repealing clause. This Circular supersedes Section X101 and
Subsections X101.1 and X101.2 of the Manuai of Regulations for Banks.

Section 4. Effectivity. This Circular shali take effect immediately.

FOR THEr
/

4 f
;
/

RAFAEL B. BUENAVENTURA

Governor




