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OFFICE OF THE GOVEENOR

CIRCULAR NO. _45C
Series of 2004

Pursuant to Monetary Board Resolution=No. 1179 dated 19 August
2004, extending the applicability of the provision=of Circular No. 392 dated 23
July 2003 fo non-bank financial institutions der BSP supervision, the
Manual of Regulations for Non-Bank Financia Institutions (MORNBFI) are
hereby amended, as foliows:

Section 1.  Subsection 4211Q.4 of the MORNBF1 is hereby amended
of the MORNBFI to read as follows:

Delivery of securities. Securitie warehouse receipts,
guedans and other documents of {itle wEch are the subject of
quasi-banking functions, such as repurci—se agreements, shall
be physically delivered, if certificated, > a BSP accredited
custodian that is mutually acceptable t—the lender/purchaser
and borrower/seller, or by means of boc-entry transfer to the
appropriate securities account of the BS accredited custodian
in a registry for said securities, if inmob=zed or dematerialized
while the overlying principal borrowing< instrument shall be
physically delivered to the lender/purcl—ser. The custodian
shall hold the securities in the name of e borrower/seller, but
shall keep said securities segregated fror—the regular securities
account of the borrowerfseller if the Drrower/seller has an
existing securities account with the custcdian. Provided, That a
financial institution (NBF!} authorized b— the BSP to perform
custodianship function may not be allov=d to be custodian of
securities issued or owned by said institL_on, its subsidiaries or
affiliates, or of securities in bearer form.

The delivery shail be effected upo=payment and shall be
evidenced by a securities delivery reeipt duly signed by
authorized officers of the custodian anc—delivered to both the
lender/purchaser and selier/borrower.

Section 2. Subsection 4101Q.4 is heresy added to the MORNBFI to
read as foliows:

4101Q.4 Delivery of securities. Securities sold on a
without recourse basis allowed under Session X4101Q.3(b) shall
be delivered physically to the purchase or to his designated
custodian duly accredited by the BSP=if certificated, or by
means of book-entry transfer to the appropriate securities
account of the purchaser or his desigmsted BSP accredited
custodian in a registry for said secur es, if immobilized or
dematerialized, while the confirmation — sale or document of
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conveyance by the seiler shaii be phy=cally delivered to the
purchaser. The custodian shall hold thesecurities in the name
of the buyer. Provided, That an NBFI a_orized by the BSP to
perform custodianship function may mt be allowed to be
custodian of securities issued or sold n a without recourse
basis by said NBFI, its subsidiaries or asliates, or of securities
in bearer form.

The delivery shalt be effected upos payment and shall be
evidenced by a securitizs delivery recest duly signed by the

authorized officer of the custodian 1d delivered to the.

purchaser.

Section 3. Section 4104MN.3 is hereby a=ded to the MORNBFI to read
as follows:

4104N.3 Delivery of securifies. Securities sold on a
without recourse basis aliowed under Se—tion 4103N.2 (b) shall
be delivered physically to the purchase= or to his designated
custodian duly accredited by the BSP= if certificated, or by
means of book-entry transfer to the appropriate securities
account of the purchaser or his desigemted BSP accredited
custodian in a registry for said secur es, if immobilized or
dematerialized, while the confirmation  sale or document of
conveyance by the seller shall be phy=caily delivered to the
purchaser. The custodian shall hold thessecurities in the name
of the buyer. Provided, That an NBF1 aiorized by the BSP to
perform custodianship function may r—t be allowed to be
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custodian of securities issued or seold n a without recourse -

basis by said NBFI, its subsidiaries or a liates, or of securities
in bearer form.

The delivery shall be effected upo—payment and shall be
evidenced by a securities delivery recesst duly signed by the
authorized officer of the custodian =wd delivered to the
purchaser.

Section 4. The provisions of Subs :tion 4211Q.5 are hereby
transferred to Subsection 4211Q.6 and new p visions are hereby provided
under Subsection 4211Q.5 and Section 41 4N.4 of the MORNBFI to
incorporate the sanctions as stated below:

Sanctions. Violation of any prowsion of this Circular shall be

subject to the following sanctions/penaltie.

a.

Monetary Penalties

First Offense — Fine of P10,000 =day for each violation
reckoned from the date the violation was
committed up to the date it =—as corrected.
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Subsequent Offenses ~ Fine of B20,000 a day for each

violation reckoned from themdate the violation was
committed up to the date it ras corrected.

b. Other Sanctions

First Offense — Reprimand fo— the directors/officers

responsible for the violatior—

Subsequent Offense ~

1)

2)

3)

4)

Suspension for ninety (9C days without pay of
directors/cfficers responsib= for the violation;

Suspension or revocation f the accreditation to
perform custodianship funcon;

Suspension or revocatic of the authority to
engage in quasi-banking fu=ction; and/or

Suspension or revocatio of the authority to
engage in trust and other fmiciary business.

Section 4. Effectivity. This Circular shall take=ffect on 16 November 2604.
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FOR =IE MONETARY BOARD:

AL JERTO Y. REYES

Jficer-in-Charge



