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OFFICE OF THE GOVERIOR

CIRCULAR NO. 448
Series of 2004

Pursuant to Monetary Board Resolution No. 181 dated 19 August 2004,
the provisions of BSP Circular No. 1389 dated 13 April 1993, Circular No. 433
dated 13 May 2004, the Manual of Account= for Universal Banks and
Commercial Banks, and the Manual of Accounts or Thrift Banks, are hereby
amended as follows: ‘

Section 1. ltems 1 and 2, Section 72 fCircuI?r No. 1389 and ltem
a of Circular No. 433 are hereby amended sc=as to a;jlow the use of IBODI
hoidings in securities lending and repurc=ase agreements by banks

subject to the following conditions:

a. the lending bank in case of securities le=ding and the selling bank in
case of repurchase agreement, had the (—sitive intention and ability to
maintain or recover control of the s=ne or substantially similar
securities as those lent or sold, as the ca= may be.

b. The counterparty’s failure tc redeliver =e securities lent or sold at
maturity or at the date agread upon cord not have been reasonably
anticipated by the lender or seller, as thmcase nﬁay be, at the time of
the transaction. :

¢c. In case of failure or defauit of the c:unterpérty to redeliver the
securities lent or sold, the same shall >e im ediately replaced by
identical or substantiaily similar securmes. Fpr this purpose, a
replacement security may only be cons—lered substantiatly similar to
the securities lent or sold if all of the=following circumstances are
present i

i. the security must have the same prin—ry obligor and must have the
same guarantor under the sam— terms and conditions, if
guaranteed,; |

ii. the security must be identical in form and type so as to give the
same risks and rights to the holder; a i !

iii. the debt instrument must have the sa_e matuirity and interest rate.
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Section 2. The Manual of Account= for Universal Banks and

Commercial Banks as weli as the Manual of ~counts for Thrift Banks are
hereby amended so as fo create subsidiary edger accounts under the
general ledger account “investment in  3onds and Other Debt
Instruments”, as follows: ‘

a.

Investment in Bonds and Other Debt Instri_ients Lent under Securities
Lending Agreement — Foreign Regular }
This represents the cost of investim=its in | foreign currency-
denominated government bonds and cthe—lebt instruments lent under
securities lending agreement whereby the borrowers is under
obligation to redeliver the same securitie= or a li§<e quantity of the
same issue or series as the ivaned securs at the agreed future date.
Said securities shall be recorded at their fc=ign currency amounts and
their local currency equivalent at the apr=cable rate of exchange on
transaction dates.

investment in Bonds and Other Debt Instri_1ents Lent under Securities
Lending Agreement - FCDU/EFCDU

This represents the cost of investn—nis in foreign currency
denominated government ponds and ott—r debt | instruments of the
FCDU/EFCDU lent under securities lend g agreement whereby the
borrowers is under obligation to redeliver e same securities or a like
quantity of the same issuge or series as=the loaned security at the
agreed future date. Said securities shall e recoﬁded at their foreign
currency amounts. :

Investment in Bonds and Other Deb— Instruments Sold Under
Repurchase Agreements — Foreign Regule=

This represents the cost of investm=nts in foreign currency-
denominated government bonds and other—ebt instruments sold under
agreements whereby the seller is und® obligation to buy back
(repurchase) from the purchaser and tr— purchaser is also under
obligation to resell to the selier said secmmities on a stipulated future
date. Said securities shall be recorde= at their foreign currency
amounts and their local currency equivalent at the applicable rate of
exchange on transaction dates.
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d. Investment in Bonds and Other [3bt 'Ins:#truments Sold under
Repurchase Agreements - FCDU/EFCIRJ

This represents the cost of inve=ments  in foreign currency-
denominated government bonds and bther debt instruments of the
FCDWEFCDU sold under agreemen . wheréby the seller is under
obligation to buy back (repurchase) fro - the purchaser and the latter is
under obligation to reseil to the forme=said securities on a stipulated
future date. Said securities shall be rsorded at their foreign currency
amounts. 5

Section 3. The provisionsireguirer—nts under Circular No. 395 and
Cireular No. 433 which are not inconsistznt with the foregoing shall be
strictly observed by the bank concerned. :

Section 4. Sanctions. Without prejudice to the criminal and
administrative sanctions provided for under [Sections 36 and 37,
respectively, of R. A. No. 7653 (The Nev=Centrall Bank Act), violation of
any provision of this Circular shall be=a groimd for considering all

of the concerned entity
as Trading Accounts Securities subject tcmark-td-mark requirements and
shall disqualify said entity from carryg in Its books the account
"Investment in Bonds and Other Debt Inssuments” for a period of two (2)
years reckoned from the date the violatic was committed or discovered,
whichever comes later. o

Investments in Bonds and Other Debt Insument

This Circular shall take effect fifteen (1= days fafter completion of their
publication in the official gazette or in a newspaor of geriweral‘ circulation.

FOR THE MONETARY BOARD:

AL_ERTO VIREYES
—fficer- l-Charge

\B %j 2004 ‘




