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MAYNILA, PILIPINAS

OFFICE OF THE GOVERNOR

Circular No. 295
Series of 2001

Pursuant to Monetary Board Resolution No. 994 dated 28 June 2001, the
provisions of the Manual of Regulations for Banks and for Non-bank Financial
Institutions are hereby amended as foliows:

Section 1. Sec. X141 of the Manual of Regulations for Banks and Sec. 4141Q
of the Manual of Regulatiors for Nor-Bank Financial Institutions together with their
Subsections are nereby amancad to read &s foliows:

Secs. X141 and 4141C  Definition of directors. Directors shall
mcuge - (1) directors who zre named as such in the articies of incorporation;
103y

(2} drrectors culy elecled in subsequent meetings of the stockholders; and (3)
those elacted (o fill vacancies in the board of directors.

SUBSECS. X141.1 AND 414101 Limits on the number of the
members of the hoard of direcors,

Fursuant to Sections 15 ant 17 of &4 No. §781, there shall be af ieast
live (£, and a masxdimum of fiftean (15) members of the board of directors
of & bankiguasi-nank/rust entky wo (<} of whom shali be independent
GrRZrs Mrovidss Tratincase of & bank/guasi-barnikfirust entity merger
ot eonsalication, the nuraber of directors may be increased up to twantv-

on@ {0

Anmgspendant director shal mean z person who —
: s not or has not been an officer or employes of the bank/quasi-
banwfrust entity, its subsidiaries or affiiliates or reiated interests
cunng the past thres (3) years counted from the date of his
giection;

P

Is not a director or officer of the related companies of the
institution’s majosity stockholder:

D0

AGUYTD LANG PHILIPPINES 2000 MAG-IMPOK SA BANGKO




3. ls not a majority shareholder of the institution, any of its related
companies, or of its majorty shareholder,

4. Is not a relative within the fourth degree of consanguinity or affinity,
legitimate or common-law of any director, officer or majority
shareholder of the bank/quasi-bank/trust entity, or any of its related
companies;

5. is not acting as a nominee or representative of any director or
suhstantial shareholder of the bank/quasi-bank/trust entity, any of
its related companies or any of its substantial shareholders; and,

8. is fres from any business or other relationship with the institution
or any of its major stockholders which could materially interfere
with the exercise of his judgement, i.e., has not engaged and does
not engage In any transaction with the instituion, any of its related
companies or any of its substantial shareholders, whether by
himsalf or with other persons or through a firm of which he is a
nartner or a company of which he is a director or substantial
shareholder, other than transactions which are conducted at arms
length and could not materially interfere or influence with the
exercise of his judgments.

Non-Filipino citizens may become members of the board of directors of a
bank/quasi-bankitrust entity to the extent of the foreign participation in the
equity of said bankfquasi-bank/trust entity: Provided, That pursuant to
Saction 22 of the Corporation Code of the Philippines (8P Big. 68), &
majority of the directors must be residents of the Philippines.

The mestings of the board of directors may be conducted through
modem tachnologies such as, but not limited to, teleconferencing anc
video-conferencing as iong as the director who is taking part in said
mestings can actively participate in the deliberations on matters taken Uz
serein. Brovided, Tnat every member of the board shali be physicaliy
nresent in at isast ity percent of alt board maetings In every year.

Suhsecs. X141.2 and £141Q.2  Quailifications of a director
A direcior shall have the following minimum gualifications:

1. e shall be at least twenty-five {25) years of age at the time of his
alaction or appointment;

™

He shall be at least a coliege graduate or have at least five {5)
vears experience in business;




He must have attended a special seminar for board of directors
conducted or accredited by the BSP: Provided, That incumbent
directors as well as those who will be elected after the approvai of
this circular must attend said seminar within a period of six (6)
months from the date of this circular or from the date of their
election, as the case may be; and

€

4, He must be fit and proper for the position of a director of the
bankiquasi-bank/trust entity. In determining whether a person is fit
and proper for the position of a director, the following matters must

be considered:

- Integrity/probity;
- compsiencs,

- educatior:;

- diligence; andg
- experiencefiraining.

The foregoing qualifications for directors shall be in addition to those
reguired or prescribed under RA. No. 8781 and other existing applicable
iaws and regulations.

Section 2. Subssc. X142.2 of the Manual of Reguiations for Banks and the iast
saragraph of Sec. 4142C of the Manual of Regulations for Non-Bank Financial
institutions are hereby amended to read as foliows:

Guglifications of gn offiger

- aficer shal heve the foliowing minimum aqualifications:

e shzl! e el least twentv-one (21) years of age,

e sned b2 sl least @ college graduate, or have at iesst five (5) years
expanzce in banking o rust opsrations or reiated activities or in 2 fieid
related o Nie pouition andg responsibilities, or have undergone training in
banking or frust eperations azceptabie 10 the appropriate supervising and
examining dapanment cf the BSP: Provided, however, That trust officers
snall heve at isast two (Z) years of actual esmerience or training in frust
operations or fund managemant or other related fields; and

e muet ba fit and proper for the position he is being proposedi/appaintad
to. i determining whether a person is fit and proper for a particular
pasition, the foliowing matters must be considered:

- integrity/probity;
- compaience;
- aducation:



- diiigence; and
- expenenceftraining.

The foregoing qualifications for officers shall be in addition to those

required or prescribed under R.A. No. 8791 and other existing applicable
laws and regulations.

Section 3. Sections X143 and 4143Q of the Manual of Regulations together
with their Subsections are hereby amended to read as foliows:

Secs. X143 and 4143Q. Disqualification of directors and officers.

The foliowing regulations shall govem the disqualification of bank/quasi-
bankArust entity directors and officers.

Subsecs. X143.1 and 4143Q.1 Persons disqualified to become

directors. Without prejudice to specific provisions of law prescribing
disgualifications for directors, the following are disqualified from becoming
directors:

2. Permanentiy disguaiified

y

Directors / officers f employess permanently disqualified by the Monetary
Board from holding a director position:

1 Persons who have been convicted by final judgement of the court
for offenses involving dishonesty or breach of trust such as estafa,
embezziement, extortion, forgery, malversation, swindling and
theft;

&

Persons who have been convicted by final judgement of the court
for violation of banking laws;

{3

Farsons who have been judicialiv deciared insoivent, spendthrift or
ncapacitated (o contract; or

<, Directors, officers or employses of closed banks/quasi-banksftrust
enities who were responsibie for such institution’'s ciosure as

asterminad by the monetary board.
Temporariiy disquaiified

Directors/oficersfemployees  disquaiified by the Monetary Board from

hoiding & director position for a specific/indefinite period of time.  included
are:

1. Persons who refuse fo fully disclose the exient of their business

interest {0 the appropriate supervising and examining department
wnen required pursuant to & provision of law or of a circular,
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memorandum or rule or reguiation of the BSP. This disqualification
shali be in effect as long as the refusal persists;

Directors who have been absent or who have not participated for
whatever reasons in more than fifty percent (50%) of all meetings,

th regular and special, of the board of directors during their

incumbency, or any twelve (12) month period during said incumbency.
This disquaiification appiies for purposes of the succeeding election;

Persons who are delinguent in the payment of their obligations as
defined hereunder:

a.

Deiinquency in the payment of obligations means that an
obiigation of 2 person with a bank/quasi bankftrust entity where
he/she is a director or officer, or at least two obligations with other
vanksffinancial institution, under different credit lines or loan
contracts, are past dug pursuant to Secs. X308 and 4308Q of the
Mianua! of Reguistions;

Obiigations shali include all borrowings from & bank/quasi bank
obtained by

A director or officer for his own account or as the
representative or agent of others or where hefshe acts as a

guarantor, indorser, or surety for loans from such financial
institutions;

i “he spouse o child under the parental authority of the
direcior or cficer;

i “Any person whose borrowings or loan proceeds were
credited o the account of or used for the beneftt of 2
ciecior or oificer;

v A pertnership of which a director or officer, or hisfher spousz

2 the managing partner or & general partner oWning &
controfiing interest in the partnership; and

v. A corporation, association or firm wholly-owned or majority of
the capital ¢f which is owned by any or a group of persons
mentionad in the foregoing ltems (i), (i) and (iv);

This disqualification shall bz in effect as long as the deiinquency

parsists.
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Persons convicted for offenses involving dishonesty, breach of trust
or violation of banking laws but whose conviction has not yet become
final and executory,

Directors and officers of closed banks/quasi-banksfrust entities
pending their clearance by the Monetary Board;

Directors disqualified for failure to observe/discharge their duties and
responsibilities prescribed under existing reguiations. This
disgualification applies until the lapse of the specific period of
disqualification or upon approval by the Monetary Board on
recommendation by the appropriate supervising and examining
department of such directors’ election/reelection;

Directors who failed to attend the special seminar for board of
directors required under item 3 of subsecs. X141.2/4141Q.2. This

disqualification applies until the director concermned had attended such
seminar;

Persons dismissediterminated from employment for cause. This
disqualification shall be in effect until they have cleared themselves of
involvement in the alleged irregularity;

Those under preventive suspension; or

Persons with derogatory records with the Nationai Bureau of
investigation (NB!), court, police, interpol and monetary authority
{central bank) of other countries (for foreign directors and officers)
involving violation of any law, rule or regulation of the Government or
any of its instrumentalities adversely affecting the integrity and/or
ability to discharge the duties of a bank/guasi bankArust entity
director/oficer.  This disgualification applies unti they have dlearec
themsaivas of involvement in the alleged iregulanty.

Subsecs. X143.2 and 41433.2 Persons disquaiified to become officers.

4

The disquaiifications for direciors mentioned in Subsecs. X143.1 and
£943Q.1 shall likewise apply to officars, excapt that stated in items b.2
ans o.7.

Except as may be authorized by the WMonetary Board or the Governor, the
spouse or a relative within the second degree of consanguinity or affinity
of any person holiding the position of Chairman, President, Executive Vice
President or any position of equivalent rank, General Manager, Treasurer,
Chief Cashier or Chief Accountant is disqualified from holding or being
elected or appointed to any of said positions in the same bank/quasi-
bank; and the spouse or relative within the second degree of
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consanguinity or affinity of any person holding the position of Manager,
Cashier, or Accountant of a branch or office of a bank/quasi-bank/rust
entity is disqualfied from hoiding or being appointed to any of said
positions in the same branch or office.

In the case of Universal Banks, Commercial Banks, and Thrift Banks, any
appointive or elective officials whether full time or part time, except in
cases where such service is incident to financial assistance provided by
the govemment or government-owned or controlied corporations or in
cases aliowed under existing law.

In the cass of Cooperative Banks, any officer or employee of the
Cooperative Development Authority or any elective public official,
except a barangay official.

Excep! as may otherwise be allowed under C.A. No. 108, otherwise
known as "The Anti-Dummy Law”, as amended, foreigners cannot be
officers or empioyses of banks.

Subsacs. X148.2 anc 41430.3  Disqualification procedures

Upon the establishment of any of the grounds for disqualification
mentioned in Subsecs. X143.1/4143Q.1 and X143.2/4143Q.2, the office
of the disqualified director or officer shall immediately become vacant,
except in the case of delinquency in the payment of obligations wherein
tha director or officer concerned shall be given a grace period of thirty (30)
days after such ground for disgualification has been established.

AE casss of disoualification shall be immediately reported to the Board of
Directors of the instiwiion concemed. if the ground for disqualification is
delingquency in the payment of obligations, the report shall be made at the
expiry of the thiry-gay grace panod mentioned in kem “1” above.

The Board shall act on the raport not later than the following Board
meeting.  Within sevemy-two (72) hours thereafter, the corporate
secretary shal report to the Governor of the BSP through the appropriaie
supenvising and examining department the name of the director or officer
involved, the ground for his disqualification and the action taken by the
soard.

When the ground for disguaiification ceases to exist, the director or officer
concerned shall be eligible to become director or officer of any bank,
quasi-dank or irust entity only upon prior approval by the Monetary Board.

Subsecs. X143.4 and 4143Q 4 Effect of non-possession of qualification or
possession of disgualifications.



Directors/officers eiected or appointed without possessing the qualifications
above-mentioned or possessing any of the disqualifications as enumerated
herein, shall vacate their respective positions immediately.”

Subsecs. X143.5 and 4143035 Confirmation of the election/

appointments of directors and officers.

The election/appointment of directors and officers of banks/quasi-banks shall be
subject to confirmation by the:

Confirming Authority Position Level

a. Monetary Board Directors, Senior Vice President and
above of universal banks and commercial
banks, as well as Directors, President,
Chief Executive Officer, Chief Operating
Officer or equivalent rank of thrift banks,
islamic banks, rural banks, cooperative
banks, guasi-banks and trust entities with
total assets of at least P1 biliion.

. A Commitiee to be | Directors, Senior Vice President and
composed of: above or equivaient rank of thrift banks,

Islamic banks, rural banks, cooperative

¢ The Deputy Govemor-SES | banks, quasi-banks and trust entities with

fotal assets of less than P1 biilion.

¢ Managing Directors of SE |
and il

e Directors of the concemed

| supervising and examining |

. department of SES !

it 13, however, undarsicod that aft cases of disgualification shall be elevated to
the Monetary boarc.

i after evaluation, the Monstary Board shall find grounds for disguaiification, the
directorfofficer so eiected/ appointed may be removed from office even if he/she
has assumed the posiion o which helshe was elected.

The eiectionfappointment of all incumbent directors and officers of all typss of
banks and quasi-banks as of (date of this_ Circular) not previously
approved/confirmed by the Monetary Board shall be submitted to the BSP,
through the appropnate supervising and examining departments for confirmation.

Subsections X143.6 and 4143Q.6 Watchlisting.

To provide the B3P with a central information fiie to be used as reference in
passing upon and raviewing the qualifications of persons elected or appointed as

R




director or officer of @ bank, quasi bank or trust entity, the Supervision and
Examination Sector shali maintain a watchlist of disqualified bank/quasi bank
Ffrust entity directors/officers under the following procedures:

1.

i\?

L hed

Watchiist categories. Watchlisting shalt be categorized as follows:

a. Disqualification Fiie ‘A’ (Permanent) -
Directors/officers’lemployees  permanently disqualified by the
Monetary Board from holding a directorfofficer position.

b. Disqualification File “B” (Temporary) -
Directors/officers/employees temporarily disqualified by the
Monetary Board from holding a director/officer position.

inclusion of directorsiofficers/employees in the watchlist Upon
recommendation by the Supervision and Examination Sector, the
inclusion of directors/officars/employees in watchlist disqualification files
A" and "B" on the basis of decisions, actions or reports of the courts,
anks, quasi banks, Bangko Sentral, National Bureau of investigation or
any other administrative agancies shall first be approved by the Monetary
Board.

Notification: of directors/officers’employees. Upon approval by the
Monetary Board, the concemmed directorfofficer/femployee shall be
informed through registered mail, with registry return receipt card, at
histher last known address of histher inclusion in the masterlist of
watchiisted persons disqualified to be a director/officer in any financial
instrution under the sunervision of the BSE,

Conficentiality. Vechiisting shali be for intemal use only and may not
be zccessec o7 quenss upon by outside parties including banks, quasi
banis anJ trust entilies except with the authority of the person concemed
and with the aporoval of the Deputy Governor, SES, the Governar, or the
Monetary ooarc.

Delisting. Al oslistings shall be approved by the Monetary Board upon
recommeandation of the operating deparntments of SES except in cases of
persons known ¢ be cead where delisting shall be automatic upon proof
of deaith and nezd not be sievated to the Monetary Board. Delisting may
ba approved by the Monatary 3oard in the following cases:

Waltchiist - Disqualification File “B” (Temporary) -
i After the lapss of the specific period of disquaiification:

. Vhen the conviction by the court for crimes involving dishonesty,
breach of trust andfor violation of banking laws becomes final



and executory, in which case the director/ officer/employee is re-
listed to Watchiist — Disqualification File “A” {Permanent);

iii.  Upon favorable decision or clearance by the appropriate body,
l.e., court, NBI, bank, quasi bank, trust entity or such other
agency/body where the concemed individual had derogatory

record;
Directors/officersiemployees delisted from the Watchlist ~ Disqualification
File “B” other than those upgraded to Watchiist — Disqualification File “A
shall be eligible for reemployment with any bank, quasi bank or trust entity.

Sectiond4, Subsec. 4143Q.3 of the Manual of Regulations for Non-Bank
Financial Institutions is hereby renumbered as Subsection 4143Q.7.

This Circuiar shall take effect immediately.

FOR THE MONETARY BOARD:

| C
YAFAEL B. BUENAVENTURA
Govemor
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