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MAYNILA, PILIPINAS

OFFICE OF THE GOVERNOR

CIRCULAR NO. _521
Series of 2006

Subject: Guidelines on Living Trust Accounts

Pursuant to Monetary Board Resolution No. 227 dated 23 February 2006,
guidelines relating to living trust accounts are hereby issued as follows:

1. Definition. Living Trust is defined under the Manual of Accounts for Trust as a
trust created by Agreement. It becomes operational during the lifetime of the
trustor as soon as the agreement is accomplished.

Under a living trust, the trustor (also known as settlor) conveys property or a
sum of money to be managed by the trustee, as the agreement dictates, for
the benefit of the trustor and third person(s) or third person(s) only. However,
the trustor/s cannot create a trust with himselfthemselves as the sole
beneficiary/(ies). The functions and authorities of the trustee as defined in the
agreement shall include: (1) the purpose or intention of the trust; (2) the nature
and value of the property or sum of money that comprise the trust, (3) the
trustee's investment powers; (4) the name(s) of the beneficiaries; and (5) the
terms and conditions under which the income and/or principal of the trust is to
be paid or to be disposed of during the lifetime and uitimately, upon the death
of the trustor or upon the occurrence of a specified event(s).

A living trust may either be revocable or irrevocable.

2. Minimum Criteria: In line with such definition, transactions considered as
living trust accounts should meet the following minimum criteria:

1) Minimum entry ahount shall at least be P100,000.00, provided that living
trust accounts with balances of up to P500,000.00 shali only be invested in
deposits.

2) Living trust accounts shall be maintained for a minimum period of six (6)
months. The termination of the living trust agreement, for any cause, within
the minimum holding period shall render the trustor ineligible from opening
a new living trust account within a period of one (1) year from termination
date.
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3) Reversion of any part of the principal to the trustor shall be allowed only
_upon termination of the living trust agreement.

4) Pre-printed Living Trust Agreements may be allowed for expediency,
provided that the sections for the trust purpose and the dispositive
provision are left blank and shall only be filled-up upon the client’s signing
thereof. The purpose shall categorically state the real intention of the
trustar, which may include, but need not be limited to:

a) providing hisfher and beneficiary/(ies) present andfor future financial
support;

b) protecting his/her beneficiary/(ies) against his/her inexperience in business
matters;

c) preventing him/her from making imprudent expenditures;.

d) prevent the beneficiary/(ies) from living beyond their means in case of
outright disposition of assets in their favor,

g) protecting the beneficiary/(ies) against unforeseen contingencies such as
incompetency, incapacity, physical disability or similar misfortune; and

f) setting aside and segregaling particular assets, proceeds or payments for
administration and distribution pursuant to a court decree or by agreement.

The dispositive provision should clearly and specifically define the terms
and conditions under which the principal and/or income shall be distributed
in order to accomplish such purposef(s), by taking into consideration the

~ frequency of redemption; the respective interests of each beneficiary; and
to whom the proceeds shall be payable. Redemption of funds shalt strictly
pe in accordance with the said terms and conditions.

5) A living trust account may be opened jointly under one living trust
agreement by related individuals up to the second degree of consanguinity
or affinity, provided that the requirements under item 4 ahove are fully
complied with.

_ Marketing. Officers and personnel of the Bank proper, including Branch
Managers, shalt not be allowed to market living trust products and sign pre-
printed living trust agreements. However, Branch Managers/Officers may be
allowed to refer clients to the Trust Department and give short introduction on
the living trust products to prospective clients.

. Transitory Provision. Outstanding living trust accounts that do not meet the
foregoing additional requirements shall be given six (6) months from the
effectivity of this Circular to comply with the aforestated requirements;
otherwise, such accounts shall be considered as Other Fiduciary Accounts
subject to applicable reserve requirements. ‘




5. Sanctions. Any vioclation of the provisions of this Circular shall be subject to

the sanctions provided under Section 37 of R.A. No. 7653 (The New Central
Bank Act).”

This Circular shall take effect fifteen (15) days following its publication
either in the Official Gazette or in a newspaper of general circulation.
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