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RESPONsmlLITIES AND OBJECTIVES
OF THE CENTRAL BANK

"It shall be the responsibility of the Central Bank of
the Philippines to administer the monetary, banking, and
credit system of the Republic.

"It shall be the duty of the Central Bank to use the powers
granted to it under this Act to achieve the following
objectives:

"(a) Primarily to maintain internal and external monetary
stability in the Philippines, and to preserve the international
value of the peso and convertibility of the peso into other
freely convertible currencies and

"(b) To foster monetary, credit and exchange conditions
conducive to a balanced and sustainable growth of the econ-

"amy.

-Section 2, Article n. Re
public Act No. 265, as amended.
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SOURCES III SYMBOLS

SOURCES.-Statistics are derived mainly from government
bureaus and offices through direct communications with the en
tities concerned and from published statistical reports and bul
letins.

Data on money and banking are derived from the Consoli
dated Statements of Condition of Banks (commercial banks, sav
ings banks, development banks, and stock savings & loan as
sociations), the Daily Statement of Condition of the Central Bank.
the Monthly Operation Statement of the Bureau of Treasury
and information supplied by other departments of the Central
Bank.

UNITS.-The word "thousand" is used to mean 10 hundred
units; "million", 1,000 thousand units and "billion", 1,000 mil
lion units.

Gregorian calendar years and months are used. Data for
fiscal years ending June 30 are properly noted whenever used.

SYMBOLS.-The following symbols are used to convey the
information in each case.

Symbol

p
r
e

n. e. s.

Information

Data not available
Data not applicable or appropriate
Nil or zero
Data too small to IX expressed.
(Set up as a superior index) Preliminary.
(Set up as a superior index) Revised.
(Set up as a superior index) Estimate
Not elsewhere specified.

ROUNDING OF FIGURES.-Any slight discrepancy that may
be noticed between the sum of the constituent items and the to.
tal as shown in some tables may be attributed to the rounding
of numbers.





I. ECONOMIC REVIEW

A. OVERVIEW

The Philippine economy's resiliency and capacity to grow in
the face of domestic and external adversities was once again
demonstrated in its performance during 1978. A growth rate of
5.8 per cent in Gross National Product was posted, in spite of
sluggish trading conditions abroad, the set-back caused by na
tural calamities and the unsettling effects of an anticipated oil
price hike, Domestic prices increased as projected and the
balance of payments deficit was manageable as originally pro
jected.

Policy directions

Monetary measures were closely woven with the govern
ment's development and price objectives. Money supply and
domestic credits expanded at levels sufficient to stimulate growth
and keep inflationary pressures in checks. The interest rate reo
forms formulated in 1977 took effect this year and resulted in
lower cost of money. Changes in rediscounting regulations were
made to enhance their effectiveness in redirecting credit flows
and availability to priority industries. These included the low
ering of- banks' lending rates under the Masagana 99 and Ma
saganang Maisan programs, the standardization of the rediscount
ing and bank lending rates for other preferred activities: and
the increase in the rediscounting ceiling of commercial banks for
non-traditional export and small-scale industries financing.j,

Open market operations, undertaken through sales and re
purchases of CBCls, were carried out such that monetary aggre
gates moved within programmed levels and interest rate move
ments were within tolerable ranges. The rationalization of the
yields and terms of government securities to make them effec
tive instruments of open market operations also started this year
in September with the auctioni:Q1J oi regular CBCI series.

Fiscal policy in 1978 continued to be a major complemen
tary tool to monetary policy. Cash disbursements of the Na
ticnal Government increased further and led to an overall cur
rent deficit, thus providing greater liquidity in the funds mar
ket. Moreover, the savings campaign continued to mobilize do-
mestic resources and thereby provide non-inflationary sources of
loanable funds to the banking system.

[1]
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Poreign exchange policy continued to be directed at improv
ing the country's external payments position and lending sup
port 10 domestic economic and financial activities. The promo
tion of exports by simplifying export procedures and documen
tation and the facilitation of specific short-term foreign borrow
ings by export-oriented enterprises reflected efforts to strength
en the economy's trade performance. The liberal policy on for
eign investments was maintained.

External Transactions

Partly reflecting the international economic conditions and
the greater import demand arising from stepped-up domestic in.
vestment, the balance of payments closed the year with a defi
cit of $54 million. The country's merchandise trade deficit de
teriorated as imports rose at a rate faster than exports. While im
pressive foreign exchange gains were made by coconut oil, cop
per and non-traditional exports, these were more than offset by
the substantial decline in earnings from sugar, copra, molasses
and nickel. Sugar alone accounted for a $315 million drop in ex
port earnings. Import payments were at an all-time high of
$4,732 million. These were largely for mineral fuels, lubricants
and related materials and machinery and capital equipment, in
dicative of the intensification of development efforts.

The surplus obtained in the invisible trade account helped
to keep the overall deficit at a lower level. Earnings from tour
ism (which increased by 44.8 per cent), personal remittances from
abroad and inflows of long-term capital contributed greatly to
wards the improvement of the foreign exchange position.

Japan and the United States continued to be the Philippines'
major trading partners but the year 1978 also showed a broader
trading base. Increased trade traffic was noted between the Phil
ippines and those in the ASEAN region as well as Europe. A
changing structure of the country's export products was also ap
parent in 1978, with non-traditional exports like semi-conduc
tor devices, iron ore agglomerates and bananas outpacing the
growth in the value of most if not all of the Philippines' tradi..
tional export products.

On the other hand, total outstanding debt moved to a high
er level this year while growing at a rate almost similar to that
experienced in 1977. Of the total availments in 1978, the private
sector continued to account for the largest drawings, followed
by the government and the Central Bank.

The country's international reserve accelerated by 23 per
cent and amounted to $1,883 million as of end-1978. This level
was equivalent to approximately five months imports, based on
the average import figure for 1978.
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The exchange rate of the peso vis-a-vis the U.S. dollar was
relatively stable throughout most of 1978 and showed an im
provement over the average rate of the previous year. The in
crease in the international reserve level and the availability of
foreign credit lines, to a large extent, sustained the stability of
the peso and somewhat dampened speculative activities in the
market. Meanwhile, the weakening of the U.S. dollar compared
with other major currencies also exerted an influence on the
exchange rate of the Philippine peso against these currencies
By the end of the year, the peso rate showed some improve
ments against the Japanese yen, Swiss franc and the Canadian
dollar while depreciations were registered relative to the
Deutsche mark, the French ftaJlc, the U.K. sterling and the Ne
therlands guilder.

Internal Monetary Developments

The slack in the external sector called for the adoption of
a growth strategy more slanted towards raising domestic de
mand. Monetary aggregates were expanded to provide a stimu
lus to domestic production. Increased credits of the Central
Bank and the commercial banking system boosted total domes
tic liquidity which registered an annual growth of 18 per cent.
Money supply, accounting for 33 per cent of total liquidity, went
up by 13 per cent. The increment came solely from internal
monetary transactions, which more than made up for the draw
down in money of external origin.

The bulk or 45 per cent of total domestic liquidity took the
fonn of savings and time deposits. Increased interest rates on
bank deposits and the regulaticm of money market rates were
effective in channeling more funds to the banking system. At
a level of P24 billion, savings and time deposits marked an an
nual acceleration of 33 per cent. Deposit substitutes continued
to experience a decelerating growth rate, rising by only 0.8 pel."
cent during the year.

More short-term funds were brought into the money market,
commanding lower yields. The relatively liquid situation in the
short-term funds market was brought about largely by greater
foreign borrowings, liberalized Central Bank rediscounting and
the expansionary operations of the National Government. The
stock market bounced back from its previous year's slack and
ended 1978 with higher volume and value. A shift in interest to
the more stable commercial-industrial issues was also noted al
though the mining and oil shares maintained their trend of ris
ing prices and higher volume turnover.

Consumers had to contend with an average price increase
of 7.3 per cent in 1978 as indicated by the Consumer Price In
dex for the Philippines. However, this marked a substantial
relief from the almost 10 per cent inflation rate registered in
1977. The price uptrend came largely from food items and was
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particularly pronounced during the second half of the year. The
latter may be ascribed principally to the adverse effects on crops
caused by the tropical depression in October and to the upward
adjustment of price ceilings of coconut-based consumer goods.
The hike in sales and specific business taxes, artificial short
ages of basic commodities and increased consumer demand also
pushed prices up. This year's inflation rate was a few percent
age points above the development plan's 7 per cent projection
but was well below the 10 per cent statutory benchmark.

Production, employment and gross sales

Domestic production indicators recorded higher output le
vels. The combined yield of agriculture, fishery and forestry re
gistered a growth rate of a little more than 4 per cent, notwith
standing unfavorable weather conditions. Manufacturing 011t
put went up at an accelerated rate of almost 5 per cent, with
foreign markets exerting a significant upward push. Produc
tion of gold and non-metallic minerals also exceeded their pre
vious year's levels but the substantial slowdown of metallic ore
mining limited the growth rate of the mining and quarrying
sector to only 0.7 per cent.

The real estate, transport and electricity sectors also con
tributed to the modest gain in overall domestic production
thus cushioning the cutback in number and value of construction
activities.

With a 16 per cent growth rate, gross sales expanded twice
that of 1977, due largely to brisker trading activities, higher mar
ket prices and substantial receipts in the services group, parti
cularly hotels and restaurants.

The increase in production and gross sales was also accorn
panicd by higher employment, although at a decelerating rate
due largely to manpower cutbacks in mining and construction.
Salaried workers received 17 per cent more this year while wage
earners obtained 14 per cent more. These increases however,
were eroded by higher prices in 1978 for a cutback of 2.8 per
cent in real wages of unskilled workers.

Looking ahead

The Philippine economy has just passed a difficult perform
ance test in 1978 and this gives reason for optimism in 1979.
With the unpredictability of the international market due large
ly to the oil price hike and the protectionist stance of the Phil
ippines' trading partners, dependence on exports as the engine
of growth will have to be supported by a more stimulative role
[or domestic demand. In this connection, monetary policy will
continue to be geared towards a financial environment condu
cive to productive activity under stable conditions. Interest
rates shall be maintained at their present levels in order to en-
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courage domestic investment. Credit priorities shall continue
to be tied closely with priority activities while savings mobiliza
tion will be accelerated with measures to support the develop
ment of a capital market.

Efforts shall be geared towards attaining a balance of pay
ments surplus in 1979. Foreign. exchange earnings from tradi
tional exports and non-traditional as well as non-merchandise re
ceipts are expected to more than cover up for the import bill,
the bulk of which will go to capital goods. The Philippines ex
pects to start producing about 11 per cent of its oil requirements
in 1979, in addition to the energy sources available from its geo
thermal and hydro plants. The prospect of less dependence on
imported oil provides assurance of a better year ahead.

B. MONEY, CREDIT AND PUBLIC FINANCE

1. OVERALL

Monetary policy in 1978 sought to maintain credit and li
quidity expansion to support targets of a 7 per cent real growth
rate, an increase in prices of no more than 7 per cent and a small
balance of payments deficit. Management of the flows and le
vels of financial resources was undertaken largely through Cen
tral Bank open market and rediscounting operations.

Revised interest rate regulations made during the latter
part of December 1977 took effect at the beginning of 1978.
These included the exemption of time deposits and deposit sub
stitutes with maturities of more than 730 days from interest rate
ceilings prescribed in the Usury Law and the setting up of ef
fective ceilings on interest rates and yields on loans and pur
chases of instruments.

Additional measures were also promulgated during the year
to strengthen existing policy tools which included regulations
on:

a. Rediscounting. Central Bank rediscounting regulations
were rationalized to conform with interest rate policy changes
adopted earlier. New rediscounting rates, loan values and max
imum bank lending rates were prescribed under Circular No. 610
A further amendment to existing regulations on rediscounting
was contained in Circular No. 632 which entitled any bank to
an increase in its rediscount ceiling to the extent of 50 per cent
provided the proceeds were to be used exclusively for the firianc
ing of non-traditional exports and/or small-scale industries.

b. Reserve Requirements. Reserve requirements on bor
rowings among banks and non-bank financial intermediaries
with quasi-banking functions were reduced from 20 per. cent to
5 per cent. Terms and features of government securities eligible
as reserves against deposit and deposit substitute liabilities were
standardized in Circular No. 638. To be eligible as reserves, gov
ernment securities should, among others, be non-negotiable,
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carry Central Bank support and bear an interest rate of not
more than 4 per cent per year. Likewise, time deposits with
more than 730 days maturity were made eligible as reserves
against deposit substitute liabilities of non-bank financial inter
mediaries, as contained in Circular Letter dated January 17, 1978.

c. Bank deposits. Circular No. 631 was issued on August
21, 1978 which contained the rules and guidelines governing the
grant of authority to thrift banks to accept or create demand
deposits. Starting July 1978, interest on savings deposits may he
compounded daily, monthly or quarterly on the basis of either
the average or actual daily balance. Circular No. 611 which
prescribed the manner of computing interest On savings- deposits
disallowed computation on the basis of the lowest monthly bal
ance or any method other than the average or actual daily bal
ance.

d. Foreign borrowings. Guidelines pertaining to the Cen
tral Bank's consolidated foreign borrowing program were also
issued during the year as well as those pertaining to allowable
interest rates on foreign borrowings of private entities. Circu
lar No. 641 was issued in November 1978 and enumerated the
authorized short-term borrowings such as loans of FCnU's and
OBU's to CB certified export-oriented andlor BOI-registered en
terprises under the Export Incentives Act.

In Septemher 1978, the Central Bank adopted the auction me
thod in selling its own Certificates of Indebtedness. This move
signalled the initial step in rationalizing the terms and features
of government securities in order to make them effective instru
ments of monetary and other government policies. In the same
month, the Central Bank also issued Circular No. 624 which con.
tained the guidelines on the Grains Quedan Financing Program.

Other circulars issued in 1978 touched on the day-to-day oper
ations of financial intermediaries such as regulations on bank
ing days and hours; interlocking directorates and officerships
in banks and non-bank financial institutions; credit card oper
ations of banks; internal control procedures for dormant/mac
tive accounts; qualifications of directors and officers of banks
and non-banks with quasi-banking functions; and minimum
paid-up capital requirements for development hanks.

2. DOMESTIC LIQUIDITY

As of the end of 1978, total domestic liquidity reached a new
high of 1'51,837 million rising by 18 per cent from its year-ago
level. Increased credits of the Central Bank and the commer
cial banking system accounted for the noted growth rate. Partly
offsetting the expansionary effects of domestic credits were the
declines in the monetary system's net foreign and net unclassi
fied assets. Likewise, increases in marginal deposits of corn
mercial banks, in capital accounts of the monetary system and
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in CBCI holdings of other banks and non-bank financial inter
mediaries placed a brake on domestic liquidity expansion.

PER CENT DISTRIBUTION OF
DOMESTIC LIQUIDITY, 1977 a 1978
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/ TABl.E 1. - DOMESTIC LIQUIDITY
// December 31, 1977 and 1978

c (MilUon Pesos)

I t e m 1978 1977 Inaease/
(Decrease)

Total Domestic Liquidity .
Money Supply .._ _ ..

Currency in Circulation .
Demand Deposits _ .

S!l,7ings and Time Deposits .
Deposit Substitutes .

51.R~7

16,945"
8,135
8,810

23,398
11,49~

43.Q31

14,938
6.727
8,211

17,593
11,400

7.906
'2,007

1,408
599

5,805
1M

Total domestic liquidity as of December 1978 took the fonn
of savings and time deposits which accounted for 45 per cent
of the total; money supply, 33 per cent; and deposit substitutes,
22 per cent.
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Savings and time deposits, at a level of 'F'23,398 million, re
presented an annual acceleration of 33 per cent. Increased In
terest rates on these deposits and the regulation of rates in the
money market were instrumental in channeling more funds in
savings and time deposits of banks.

Money supply registered a 13 per cent growth and amounted
to P16,945 million. This amount could be broken down into
money in circulation totalling 'P8,135 million (48 per cent), and
demand deposits of 1'8,810 million (52 per cent). The P2 billion
increase in money supply was internally generated as transac
tions of the foreign sector, in view of the balance of payments
deficit during the year were contractionary. Both private and
public sectors contributed to the increase in money stock, due
largely to their higher credit availments with the Central Bank
and the commercial banking system. The private sector pumped
in an additional P2,09R million during the year while the public
sector added some 1'420 million. Partly cushioning the expan
sionary impact of domestic credits were the leakages brought
about by increments in balances of the National Government,
in savings and time deposits and in net miscellaneous accounts
of the commercial banking system. The rise in the net foreign
exchange liabilities of the monetary system also siphoned off
P511 million from the money stock.

o

t5

o

+l.5 -

ANNUAL AWD MDNTML't' PER CENT CHANGES IN MONEY SUPPLY
'97," - 1978

+20

1Ih"tJ.I"
'1" C/oA<Iq e-I; LI~J._;__ L--I.--.L---L.!. •..l.J-_L~_L.LI_.l_'__l----I---+~.....L-l_I__LJ.:..J....l.-1~_-!-L...L1 -5

I JF~AMJJASONOJFMAMJJ4S0NDJFMAMJJACONO

1__."._. __ ~ l)1G . ' '977 " 1918
Cliart 2

[8]



Deposit substitutes aggregated Pll,494 million, posting an
increase of only 0.8 per cent over their December 1977 level.
This reflected a decelerating growth pattern for deposit substi
tutes as compared to the respective 5 per cent and 13 per cent
increases in 1977 and 1976. This may be traced to the adoption
starting in 1976 of a number of regulations affecting money mar
ket transactions such as their interest rates, minimum place
ments and tax.

TABLE 2. - FACTORS RESPONSIBLE FOR MONEY
SUPPLY MOVEMENT

December 31, 1977 and ]978
(Million Pesos)

I t e ill
Dec. 31,

1978
Dec. 31,

1977

Net Effect
on Money
Supply II

3,536.5°1 3,904.5'11 368.0

2,398.4bl 2,542.3b l 143.9

2,452.9 711.6 +1,741.3
1,533.5 727.7 + 805.8

34.5 34.5

297.2 335.1 + 37.9

3,098.6 1,784.3 -1,314.3

2,079.4 1,810.1 269.3
4,480.6 3,991.1 + 489.5

29.1 87.4 58.3

1,923.0 1,341.1 + 581.9
712.0 718.6 6.6

4,504.7 4,707.7 203.0

1,12.5.1 729.1 396.0

(1,277.5) (1,265.1 ) + J2.4
'7;32.1-2 },390.8 69.6

11,801.8 J1,381.9 + 419.9
Z::::w-.::=-"___

1. MONEY OF INTERNAL
ORIGIN
A. Public Sector

I. National Government
a. Securities held by

Central Bank .
b. Securities held by

the KBS21 .
c. Central Bank

Loans .
d. Loans of the KBS .
e. Account to secure

coinage .
Less: f. Treasury IMF Ac-

count ..
g. Tota] National Gov

ernment Balances ....
h. Total savings and

'time deposits , .
Total .

2. Local Gov't and Semi
Gov't Entities
a. Securities held by

Central Bank ..
b. Securities held bv

the KBS21 : .
c. Central Bank loans ..
d. Loans of the KBS ....

Less: e. Savinrts and time
deposits ..

f. Net Misc. Accounts
of Central Bank .

Total ..
Total PUblic Sec-

tor _.

B. Private Sector
a. Loans, discounts

overdrafts and cus
tomers' liability ac
ceptances of the
KBS 48,031.1

[&]
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Ttlm.l' 2. ~ FA.CTORS RESPONSIBLE FOR MONEY
SUPPLY MOVEMENT (Concluded)

December 31. 1977 and 1978
(Million Pesos)

I t e m
Dec. 31,

1978
Dec. 31,

1977

Net Effect
on Money
Supplyll

h. CB loans to DBP,
SBs, non-DDRBs and
repurchase agree-
rnents of non-banks -- 3,266.7 2,627.9 + 638.8

c. Sccuritv holdings of
the KBS --------------------_._- 127.9 3366 '!08.7

d. eB holdings of DBP
bonds ---_._-----------------_.- 31.0 31.0

Less: e. Savings and time
deposits ..", -,,-- -- --~-- ---" _.. 22,272.7 16,864.0 ,·-5,408.7

f. Marginal deposits ._-- 2,837.2 2,222.5 614.7
g. Deposit Substi-

tutes --_.----------,""-., ..... --_._- 11.493.9 11,399.5 94.4
h. Net Misc. Accounts

of the KBS ---------------- 9,082.2 6,491.0 2,591.2
Total Private Sec-

tor ------------------,.-.-"" 5,739.7 3,641.4 -I. 2,098.3

C. Total Public and Private
Sector, --_.----", ._,._--_ .._--_ ... _--------- 17,';41.5 1.5,023.3 -e- 2,518.2

II. MONEY OF EXTERNAL
ORIGIN

a. Gross Foreign Ex
change Assets of the
CB31 -..

b. Gross Foreign Ex.
change Assets of the
KBS· -._ -. .

Less: c. Foreign Exchange
Liabilities of the
CB4/ . ..._...__ .....

d. Foreign Exchange
Liabilities of the
KBS .....,,"....... "." .._." ..

Total Net Foreign
Exchnge As-
sets . .. ..,

lIT. MONEY SUPPLY

14,574.1

9.819.0

7,364.1

17,625.0

(.0;96.0)

16.945.5

11,858.6 -+- 2.715.5

5,485.0 -l- 4,334.0

6,889.6 ~ 4755

10,538.8 ~7,086.2

(84.11) ~ 5112
~ ,

14.938.5 +2,007.0

11 Plus sign (+) indicates the magnitude of the increase and minus sign (-). the
decrease in money supply.

21 Net: of CBCf. held by Commercial Banks.

3/ Includes accrued interest receivables for consistent reporting.

4/ Include. R,P-Japan Commodity Loans and IBRD-RB Loans, CBCI-lFC and
Cir. 343.

al Excludes Treasury Notes against Japanese Commodity Loan amounting to Pl,326.0
million (December 1978), PI,162.9 million (December 1977)

bl Excludes PNB capital notes issued by the National Government as subscription
payment amounting to P515.0 million.
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3. RESERVE POSITION OF COMMERCIAL BANKS

The progressive increase in deposit liabilities of commercial
banks was more than covered by the growth in their available
reserves enabling the system to maintain its liquid position
throughout the year. Monthly excess reserves were consistently
reflected ranging from a low of P140.0 million to a high of P435.3
million. This development indicated that commercial banks'
sources of funds were more than adequate to service their in
creased lending operations without dipping into reserves against
deposits.

Wide fluctuations characterized the month to month move
ment of excess reserves. The ratio of excess reserves to total
deposits varied from 0.5 per cent to 1.5 per cent, with slightly
higher ratios prevailing during the first six months except March.
This could be partly attributed to the quarterly financial state
ment presentation and to advance positioning for mid-April
income tax payments.

AVERAGE DAILY RESERVe POSITION or COMMERCIAL BANKS
1976 -1978

(BilliDrI F\otJu \
+7 ~~--

+6

+4

+s -

+2

~ I

o

-I I __ I

197' 1977 1978
AVAtUIlE RESEAvE. ,

Sillj"" f'e50li\- ". ,,- , + 7

. + 5

- +4-

~ t 3

"------;- - t f

- + ,

.I.J--.

J _~ -/
f97' f$77 \978 IS7' 1977 f91S '

• AEQIIM&D MsIAY£ eEDSSr'JmtIfllc.v;rI RlSftVI
~ 'V. ~I

ChartS

On the other hand, the lower ratios obtained during the
second semester resulted from the tightening felt during the
months of November and December when excess reserves
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dropped from the October average of P249.4 million to 1'150.4
million and finally, to P140.4 million. As demand for liquidity
mounted during November, interbank call loan availments in
creased by 46 per cent while interest rates shot up from 11.122
per cent to 13.019 per cent, representing a monthly growth rate
of 17 per cent. Call loan rates moved up further in December
to 13.221 per cent while volume decreased slightly by 1 per cent.

The reduction in excess reserves in December placed com
mercial banks in a relatively less liquid position compared to
December of 1977. Deposit liabilities which averaged P29,94L4
million posted an annual growth rate of 20.6 per cent or PS,114.7
million necessitating an equal percentage increase in mandatory
reserves of f"1,022.0 million. Meanwhile, available reserves
grew at a slower pace of 19.8 per cent to 1'6,121.9 million, com
posed of deposit balances with the Central Bank (46 per cent),
cash in banks' vaults (18 per cent), and government securities
(36 per cent).

TABLE 3. - AVERAGE DAILY RESERVE POSITION
OF COMMERCIAL BANKS

1977' and 1978
(Million Pesos)

1978 1977

29,941.4 24,826.7
6,121.9 5,109.8
2,829.3 1,675.1
1,074.5 930.0
2,212.9 2.501.5

5.2 3.2

5,981.5 4,959.5

140.4 150.3

I t e m

~"'!l¥ -
Deposit Liabilities ..__.. .__.... . .
Available Reserves __. -. __ ..__ __ _ .

Deposit Balance with CB . .. .
Cash in Bank vaults . .._ __ .
Government Securities . .__ _ .
Foreign Balances _ .

Required Reserves ._ . _ .

Excess/Deficiency in Reserves .._ ._.

Liquidity Ratios (In per cent of Deposit
Liabilities) :

Available Reserves " .
Required Reserves . .. .._ _ .
Excess/Deficiency in Reserves .._ .

4. CREDIT OPERATIONS

20.4
20.0
0.4

20.6
20.0
0.6

a. Domestic Credits Outstanding of the Monetary System

Domestic credits outstanding of the monetary system rose
bv Pll,611 million on an annual basis, reaching P63,075 million
by end-December 1978. The rate of growth in bank credits dur
ing the year (23 per cent) was greater than in 1977 (18 per cent).
This reflected a policy to allow credits to increase to higher le
vels in order to compensate for the deflationary influence of

[12]
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a balance of payments deficit on domestic liquidity and to stim
ulate, on a selective basis, productive and other priority sec
tors of the economy.

- "' ~_. I

TABLE 4. - DOMESTIC CREDITS OUTSTANDING OF THE
MONETARY SYSTEM BY TYPE OF CREDIT AND SOURCE

December 31, 1976-1978
(Million Pesos)

I t e m

Monetary Authorities .
Loans & Advances __ .. .__ .,.
Domestic Securities ..- - .
Less: Government Deposits .

Deposit Money Banks .
Loans .
Domestic Securities .
Less: Gov't Deposits .

CBCIs _ .

1976

5,556.7
3,339.1
3,184.9

967.3

38,121.0

37,170.2
6,965.7
2.695.1
3,919.8

1977

6,294.7
4,092.6
3,687.8
1.485.7

45,169.6

43,058.3
9,452.4
2,108.7
5,232.4

1978

7,105.0
6,466.1
3,268.4
2,629.5

55,970.1
54,069.3
11,357.9
2,548.5
6,9(\8.6

r
<>---~ ~~-. N ~-~,. • ~

DOMESTIC CREDITS OUTSTANDING
I OF THE MONETARY SYSTEM. DEC. 31.1976 -178

BY ENO·USER

1976 ~~~;~~~-~~~~~~~i~~~--S-~~;~~j~·'~~-~~.-~:-~0-·:~.';
1977 f~~~~...:~~~~i:~--v~~_~~~.- :__;.~_J?~~~I~.~

'"-'\" \ .
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Classification of bank credits by end-user revealed public
sectors credits moving up by P804 million on an annual basis,
reaching Pll,649 million by the end of the year. The aggregative
growth of credits was brought about mainly by inward net cre
dit availments of the National Government totalling P489 mil
lion and the rise in semi-government entities' indebtedness from
commercial banks.

In comparison, the share of the private sector rose from
79 per cent in 1977 to 82 per cent in 1978. This resulted as pri
vate credits increased from P40,618 million in 1977 to 1'51,426
million in 1978, or by 27 per cent. Net lending operations of
deposit money banks to the private sector went up by PlO,200
million while outstanding credits of the monetary authorities
moved up by 1"608 million.

."- ..."

-~'5.-- DOMES;IC CRED~~~-~~~S~~~DING '~F ~~
MONETARY SYSTEM BY SOURCE AND END-USER

December 31. 1976-1978
(Million Pesos)

I t e m 1976 1977 1978

T 0 T A L •••• &~~••••• & •• _ ••••••• _.- ...... - .. ~ •• 43,677.7 51,464.3 63,075.1
- -

By Source
Monetary Authorities * .......... ~._•• r •• .. 5,556.7 6,294.7 7,105.0
Deposit Money Banks ................... 38,121.0 45,169.6 55,970.1

By End-User
Public11 --------------.--------....................---.- 8,7743 10,845.9 11,649.4
Private .r_•••••• __•••• rr.~•• __•••• r ••••••••••••••••_ ••• _ 34,903.4 40,618.4 51,425.7

II Pul:l.Jic Sector includes PhilsucOlJl and Philex.

1. Central Bank Credits

Meanwhile, classification by source showed that the credit
portfolio of the Central Bank expanded by 13 per cent, reaching
P7.105 million as of the end of 1978. The rise of P810 million
was brought about mainly by additional loans of the monetary
authorities to the National Government (up by ?1,411 million);
non-demand deposit rural banks (up by P304 million); Land
Bank (up by P102 million) and the DBP (up by P232 million).
This was partly offset by the increase in National Government
deposits (up by ?1,144 million) and the net disposition of gov
ernment securities from the Central Bank portfolio.

ii. Commercial Banking System

Credits outstanding of the commercial banking system rose
by 24 per cent and aggregated P55,970 million by year end 1978.
Conversely with the Central Bank's share, the proportion of de-
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posit money banks' credits to the total expanded from 87.8 per
cent in 1977 to 88.7 per cent in 1978.

The commercial banking system's loan portfolio aggregating
P54,069 million by year-end, ax.panded by PH,Oll million or 26
per cent. Increased lending operations were reflected in the loan
accounts of private business and individuals (up by 1"10,408 mil
lion) and the National Government (up by 1"806 million) while
loans to semi-government entities dropped by P204 million.

Meanwhile, outstanding holdings of domestic securities by
deposit money banks net of CBCI issues also expanded by P229
million or 5.4 per cent. This was due to the net purchase of
1'582 million worth of semi-government entities' securities which
more than compensated for decrements in their holdings of Na
tional Government securities. tot8lliJ1g PI44 million and private
securities amounting to 1"209 million.

On the other hand, the 1"439 million increase in government
deposits provided a slight cQnUJlctianary influence to the up
ward movement in the commerc:iallimking system's credit port
folio.

iii. Industry Distribution of Commercial Bank Credits

Classified as to economic activity, the bulk (or 32 per cent)
of commercial banks' credits" as of September 1978 were chan-

• Based O:ll a different set of ~.

/-tun.1l 6. - TOT S OUTSTANDING OF
/ BANKS

Classified by ;, ctivity (or Industry)
As of December ~ . SeptJalber 30, 1978

(MillfoiD Pesos)

Economic Activity
(or Industry)

Sept. 30 I>ec.31
1978 1917

Per Cent
Di_trlbutlon

1978 1977

TOTAL - .

Agriculture, Fishery &
Forestry .

Mining and Quarrying .
Manufacturing .
Construction .
Public Utility .
Services .
Trade .
Banks & Other Financial

Institutions .__ _ .
Real Estate ._ _ _ __ _ .
Government Services .
Others .

47,188.~

4,993.0
),~.O

15;243.0
ta,18.2
1..4'76.9
3,160.8

13,750.0

2.532.0
.2,198.0

192.4
9.7

[15]

40,172.9

5,253.0
l,sn.5

13,126.3
679.9
916.2

1.883.4
11,714.2

2,450.4
2,017.4

494.2
60.4

100.0

10.6
3.6

32.3
2.6
3.1
6.7

29.1

5.4
4.7
1.9

100.0

13.1
3.9

32.7
1.7
2.3
4.7

29.2

6.1
5.0
1.2
0.1



neled to the manufacturing industry, followed by trade (29 per
cent). agriculture, fishery and forestry (11 per cent), services
(6.7 per cent), banks and other financial institutions (5.4 per
cent), mining and quarrying (3.6 per cent), construction (2.6 per
cent), real estate (4.7 per cent) and public utility and others (5.0
per cent).

TOTAL CREDITS OUTSTANDING OF
COMMERCIAL BANKS. 1977 8 1978

(BILLION PESOS)
50 -

40 -

10-

0--....
DEC, 1977

- All Others
..........,....,....,..,...,~-, - Mining 8 Quarrying

- Reol Estote
~::. ,;~ .,: \ ~. - Bonk'! 8 ~)ther FinonCiol'

~
' I I , , I , , , I I , InstItutions .

1,111t"I,l,1 ~S8rvic8s

• I • ~~: j_ .:.:7~t..:0~: .
. ':, ~·:"f!.;YJ''':;:: - Agriculture,;>,.,.,.-9:" F;,"", 8 F....'"

_ -Trode'

-Monufocturino

SEPT. 1978
I

j

b. Credit Operations of Other Banking Instill/lions

I. Rural Banks

Total loans outstanding of the rural banking system expand
ed by 16 per cent over a period of nine months to reach a level
of P3,269 million as of end-September 1978. The increment was
due mainly to the increasing participation of rural banks in fi·
nancing rice and fishery production programs and other special
priority projects, Thus, loans receivable for agricultural pur
poses aggregating P2,984 million rose bv almost 15 per cent and
accounted for 91 per cent of total loans outstanding. Loans out
standing for commercial, industrial and other purposes recorded
increases ranging from 14 per cent to 82 per cent.
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PER CENT CHANGES IN LOANS OUTSTANDING OF RURAL BANKS
DEC. 31,1977 to SEPT. 30, 1978

(ge": fs";'tj .
"" 8 0 -- All others

+ 60

... 40

+ 20

o
DEC.
1977

..:rAaiE 7. - LOANS OUTSTANDING OF RURAL BA'JKS
Classified by Purpose. 1977 and 1978

(Amount in Million Pesos)
~

Sept. 30. Dec. 31. Chanee % Distribution

.AmDlmt IPer Cent
- -

I
Pcrpose

1978 1m' 1978 sstt
- ---

TOTAL ._....._..... 3,269.0 2,821.0 448.0 15.9 100.0 100.0

Agricultural ... _.._ 2,984.4 2.597.1 387.3 14.9 91.3 92.1
Commercial ___... 151.4 123.0 28.4 23.1 4.6 4.4
Industrial ....________ 84.4 74.1 10.3 13.9 2.6 2.6
Others .........-..."-.-- 48.8 26.8 22.0 82.1 1.5 0.9

ii. Thrift Banks

As of end-September 1978, total loans outstanding of thrift
banks amounting to P3,391 million posted a 19 per cent gain
over the December 1977 level of P2,861 million. This amount
comprised loans outstanding of savings banks (:P2,284 million),
private development banks (P504 million) and stock savings and

[17]



loan associations (P603 million). About 56 per cent of the over
all expansion originated from increases in loans outstanding for
agricultural and real estate purposes.

LOANS OUTSTANDING OF THRIFT BANKS
Classified by Purpase
DEC.31,1977 to SEPT. 30, 1978

Agricllitural ------, - Commercial

DEC.
31,

1977

SEPT.
30,

1978

[ .J, _

o
! "'_,,1. 1.______ _ _ __ L__

500 ~OO ~OO 2000
(MILLION PESO)

Ch~;rt 7

_ 1._.._.,
2500 3000 3500

TABI;W'S: LOANS OUTSTANDING OF THRIFT BANKS
Classified by Purpose, 1977 and 1978

(Amount ill Million Pesos)

Increase % Disn-ibutionDecrease (-)
Purpose Sept. 3D, Dec. 31,

~m~unt IPer Cent
1978 wn

1971 wn
------
TOTAL _...___ 3,391.3 2,860.7 530.6 18.6 100.0 100.0

Agricultural ____ -', 683.9 521.7 162.2 31.1 20.2 182
Commercial ...,.__ 213.4 148.5 64.9 43.7 6.3 52
Industrial ....________ 213.1 190.8 22.3 11.7 6.3 6.7
Real Estate '''_'''' 1,325.1 1,190.4 134.7 11.3 39.1 41.6
Consumption ..___ 403.0 314.1 88.9 28.3 11.9 11.0
Otherst/ ------_...... 552.8 495.2 57.6 11.6 16.3 17.3

--~~--~. ------_.

1/ Including bill, purchased, interbank loans receivable, trading accounts sccuritics ,
mor-tgage contract receivable, past due items. items in Iitiganon and other lU~\IHi_
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Credit operations of specialized banks (comprising DBP,
Land Bank and Philippine Amanah Bank) continued to expand
as loans outstanding reached a level of P12,233 million at end
September 1978, marking an increase of 18 per cent over ape·
riod of one year. Agricultural purpose loans went up by 18 per
cent, commercial purpose loans by 143 per cent, real estate pur
pose loans by 314 per cent, and other purpose loans by 29 per
cent. However, industrial purpose loans experienced a short
fall of about 41 per cent.

~nu, 9.
/

LOANS OUTSTANDING OF SPECIALIZED BANKS
Classified by Purpose, 1977 and 1978

(Amount in Million Pesos)

Purpose
Amount

Sept, 30 ISept. 30
1978 1977

C n a n g 0 s I Per Cent

.,_ ___ ~ __I~~lrlbU~~~

I Pa IAmount c' I' 1978 1971
·C1I1

.~~. ~-

Total

Agriculture ..
Commercial .
Industrial ..-. .
Real Estate -.
Consumption .__ .
Others .

12,233.1

2,9'17.6
46.4

3,616.2
2,058.8

3,564.1

10,343.3

2,499.7
19.1

6,076.3
497.2

1,251.0

1,889.8

447.9
27.3

-2,460.1
1,561.6

2,313.1

18.3 100.0

17.9 24.1
142.9 0.4

- 40.5 29.6
314.1 16.8

184.9 29.1

100.0

24.2
0.2

58.7
4.8

12.1

Note: Consisting of DBP, Land Bank of tho Philippines and Philippine Amanah
13,",,,. Dalla for LBF & PAB are based on Form cap 5-17-Ul & .0-17·02 (Re-

I vised, Sept. I. 1977 and are exclusive of past due items. Hef1\S ill litillution,

1 ~:~_C:k i,jll,:.~~a~ and foreign bills-e-clean.

c. Credit Operations of Other Financial Institutions

i. Government Non-Bank Financial Institutions

Credit operations of government non-bank financial institu
tions also reflected an expansionary lending policy. As of end
September 1978, total outstanding credits reached a level of
Pl1,224 million, higher than the year-end 1977 level of P9.839
million by 14 per cent. Loans outstanding by the GSIS, ACA,
SSS and NIDC expanded from P8,139 million to P8,887 million
or 9 per cent over a period of nine months. Outstanding in
vestments similarly recorded increases totalling 38 per cent for
the nine month period. Total credits extended by government
financial institutions were released for the following purposes:
agricultural (2 per cent of the total); industrial (9 per cent); com
mercial (l per cent); public utility (2 per cent); real estate (to
percent); consumption (22 per.-eeat):· and others (54 per cent).
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TABLE 10. - DOMESTIC CREDITS OF GOVERNMENT NON-BANK FINANCJA!~ INSTITUTIONS

Sept. 1977; Dec. 1977 and Sept. 19i8

(Million Pesos)

PER C E N T C HAN G E S

September 30. 1973 December 31. 1977 September 30. 1977
Insti- Sept. '7S/Sept. '77 Sept. ·7S/Dec. '77
tution

TOTAL Loans
Invest-

TOTAL Loans
Invest- TOTAL Loans

Invest- TOTAL , Invest- Invest-,....,
merits roeDls rnents Loans ments , TOTAL Loans meritsl>.) i I !

0......

Total ~-_ .. Il,224A 8,886.9 2,337.5 9,838.8 8,13<1.3 1,69§1.5 9,473.9 7,687.0 1,786.9 14.1 9.2 37.5 18,5 15,6 30.8

ACA 588.1 273.6 314.5 273.4 2679 <:; - 562.8 261.3 301.5 115.1 2.1 5,618.2 4.5 4.7 4.3
.~_ .•. %.~- _.)

GSIS ..._." 4,636.1 3,435.1 1.201.0 4.324.9 3,39.'1.0 929,9 4,070.2 3,235.7 834,5 7.2 1.2 29.2 13.9 6.2 43.9

SSS _.. __ ._. 5,434.0 4,673,0 761,0 4,729.0 3,9720 757,0 4,304,5 3,688.3 616.2 14.9 17.6 0.5 262 26,7 23.5

NIDC'/ 566.2 505.2 61.0 511.5 5044 7.1 536A 501.7 34.7 1M 0.2 759.2 j,e 0,7 75.8
I
J

I

I
I

1/ Domestic credits of xmc are C001p1.1~ed net of inter-non-bank transactions ;

I
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Y-T~LE It.-DOMESTIC CREDITS OF PRIVATE NON-BANK FINANCIAL INSTITUTIONS
Sept. 1977, Dec. 1977 and Sept. 1978

(Million Pesos)

PER CENT CHANGES
September 3D, 1978 December 3D, 1977 September 30, 1977

Sept. '78/Dec. '71 Sept. 78/Sept. -tt
Insti tution

I I I j I

TOTAL Loans
Invest-

r roTAL I
Loans

Invest- TOTAL Loans
Invest- TOTAL Loa Invest- TOTAL Loans Invest-

ments ments ments ns ~ meats t l I ments

TOTAL .__._... 22,863.5 10,559.6 12,303.9 17,041.1 8,408.5 8,632.6 15,172.1 7,391.0 7,781.1 34.2 25.6 42.5 50.7 42.9 58.1

Investment
Houses l / .. 3,555.6 1,620.7 1,934.9 3,475.7 1,456.5 2,0192 3,641.5 1,417.7 2,223.8 2.3 11.3 -42 -2.4 143 -13.0

Financing
Campa-

15.8niesl/ 5,864.8 4,749.0 1,115.8 4,609.4 4,102.6 506.8 4,546.3 3,899.6 646.7 27.2 120.2 9.0 2t.8 72.5
Investment

...... Compa.
3,3672 1,093.7 2,273.5 587.4 331.4 256.0 264.9 125.1 139.8 4732230.0 788.1 1,171.1 774.2 1,526.3 ~No niest/..... SecuritiesL....l

Dealers!
175.8Brokerst/ .. 910.6 584.7 325.9 633.4 393.3 240.1 330.1 89.1 241.0 43.8 48.7 35.7 5562 35.2

Lending In-
1.5 12.2 11.3 0.9 13.5 H.O 2.5 22.1 18.6 66.7 10.4 21.8 -40.0~ vestors .___ .... 14.9 13.4

Pawnshops ... 157.6 157.0 0.6 137.2 135.2 2.0 141.5 139.4 2.1 14.9 16.1 - 70.0 11.4 12.6 -71.4
Fund Man-

agers 4,923.1 910.8 1,012.3 4,085.6 755.6 3,330.0 3,426.3 640.9 2,785.4 20.5 20.5 20.5 43.7 42.1 44.0
Non-Stock

Savings"
Loan Asso,

I ciations .----. 162.1 I58.8 3.3 128.6 123.5 5.1 117.3 114.3 3.0 26.1 28.6 - 35.3 38.9 38.9 10.0
Buildi.ng &

Loan Asso-
I ciations ---.. 118 13.8 14.9 14.9 14.4 14.4 - 7.4 -i.4 - 4.2 - 4.2
r Private In-
~ surance

Compa-
nies ._~~~._..--. 3,893.8 1,257.7 2,636.1 3,356.7 1,084.2 2,272.5 2,678.3 939.5 1,736.8 16.0 16.0 16.0 45.5 33.9 51.8

If Domestic credits of NIDC are computed net of inter-noa-bank financial transacti04S.



ii. Private Non-Bank Financial Institutions

Outstanding credits of private non-bank financial institu
tionsl/ continued to grow, reaching a level of P22,864 million as
of end-September 1978, increasing by 34 per cent and 51 per cent
over their respective levels nine months ago and a year before.
These increments were brought about largely by advances in out
standing credits of finance companies, investment companies.
fund managers and private insurance companies. On a nine
month basis, loans outstanding totalling P'1O,560 million at the
end of September 1978 expanded by 26 per cent while invest..
ments which stood at P12,304 million rose by about 43 per cent.
Over a period of one year, loans receivable and investments went
up by 43 per cent and 58 per cent, respectively.

5. CAPITAL AND MONEY MARKETS

a. Capital Market

In 1978, newly-formed firms registered with the Securities
and Exchange Commission and the Bureau of Domestic Trade
aggregated 34,256a/ • The capital investment put up by these firms.
the bulk of which came from domestic resources, augmented
the funds available in the economy by the amount or P2,932 mil
lion funnelled mostly to the financing. insurance and real es
tate, and the wholesale and retail trade industries.

Compared to 1977, fewer firms were registered during the
year but the new capital generated was larger by 47 per cent.
The rise in capital invested may to some extent be indicative
of a shifting to equity [rom money market investments in view
of the lower interest rates prevailing during the year and the
effect of various government incentives. Single-proprietorship
enterprises, which accounted for 62 per cent of the total num
ber of firms, contributed f'1,822 million. Corporate investors
put in an additional PI,032 million while partnerships accounted
for investments of P78 million.

Classified by nationality, Filipinos continued to be the pri
mary investors contributing P2,887 million total paid-in- capi
ital, and thus maintaining their 98 per cent share of total in
vestments. The Chinese share likewise increased from 0.6 per
cent to 0.8 per cent, but American investments went down from
a 0.2 per cent share to a mere 0.1 per cent. In terms of ab
solute amounts invested, Americans put up an additional P3.3
million which was Pt.4 million lower than what they had
invested a year ago. This decline, however was more than made
IIp by increases in other foreign investments which came most
ly from Chinese enterpreneurs.

l~ Composed of investment houses. financing companies. Investment companies, secu
rities dealers/brokers, lending 'investors, pawnshops, fund managers, non-stock sav
ings and. loan associations and pr-ivate insurance companies.

al November
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TA~. - CAPITAL INVESTMENTS OF NEWLY-REGISTERED
/ BUSINESS ORGANIZATIONS

1977 and ]978

I t e m 1978* 1977

NUMBER:

Total ,.- , 34,256
Corporations ---.................................. 4,592
Partnerships .. .-_-. , __ 999
Single Proprietorships 28,665

PAID-IN CAPITAL, (Million pesos) _-......... 3,265.4

Classified by Nationality.............................. 2,931.9
Filipinos _............. 2,8873
Americans 3.3
Chinese 24.1
Japanese _ _. 3.3
German .._. __ __ -. _ __ 0.7
Others _ _........................ ]3.2

.. As of November, 1978

32,259
4,596
1,237

21,426

],972.9

1,941.1
4.7

11.1
].2

14.8

b. Money Market

Money market transactions during 1978 indicated a higher
volume turnover and a lower cost of borrowing compared to
1977. Overall transactions, which remained predominantly of
short-term duration, reached P23S,801 million. up by P2S,036 mil
lion or 12 per cent from last year's total. The relative liquidity
which prevailed during the year was brought about largely by
greater availability of funds coming from foreign borrowings,
export proceeds, liberalized Central Bank rediscounting facilities
and the expansionary operations of the National Government.

The general weighted average interest rate fell from 12.588
per cent to 10.721 per cent following the recent lowering of
yields. The monthly movements, however, exhibited divergent
trends reflecting a condition of relative ease during the first half
and increasing tightness during the second part of the year. Ex
ceptions to the relaxed condition in. the market during the first
semester were observed in March and May when weighted ave
rage rates shot up to 10.013 per cent and 11.144 per cent, res
pectively. These isolated upswings in rates coupled with in
creases in volume transacted could be attributed partly to the
seasonal demand by commercial banks for more funds to cover
their reserve deficiencies, a condition manifested in the corres
ponding rise of call loan rates during these periods.
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A tighter market prevailed during the second semester. par
ticularly in September and December when volume was at its
lowest and cost of borrowing was at its peak. This condition
had been precipitated by the settlement of corporate income
luxes and was aggravated by huge oil remittances.

By instrument, money market trading showed that institu
1ional placers continued to prefer promissory notes, which on the
average constituted 60 per cent of total volume. However, while
promissory notes posted a 13 per cent increment, Treasury Bills
and DBP Bonds also increased sixfold. Treasury Bills and DBP
Bonds offered a relatively higher yields of 10.929 per cent and
12.442 per cent, respectively. Furthermore, while rates of all
other instruments went down by .197 per cent to 2.731 percentage
points, yields of both Treasury Bills and DBP Bonds appre
ciated by .969 and .408 percentage point.

TAIlLE 13. - MONEY MARKET TRANSACTIONS
1977 and 1978

Type ur Instrument

Volume
(Million Pesos)

Weighted Average
Jntercst Rate (%)

ALL INSTRUMENTS

Interbank Call Loans .
Promissory Notes .
Repurchase Agreements

(Private) .
Repurchase Agreements

(Government) .
Certificates of Assign.

ment (Private) .
Certificates of Assign

ment (Government) ....
Certificates of Partici-

pation (Private) .__ .
Commercial Papers

(Non-Financial) .
Commercial Papers

(Financial) __ .
C Bel s .- .
Treasury Bills .
DRP Bonds .
Other Government

Securities " .

c. Stock Market

1978

235,801.3

18,070.9
158,901.4

21,483.8

25,908.6

180.0

318.2

7,232.4

748.2
1,948.6

847.2
83.0

79.0

1977

210,765.0

17,833.1
140.610.7

22,715.6

17,655.2

379.4

6.1

200.0

8,199.8

762.7
2,165.2

118.9
.19.0

99.3

1978

10.721

10.483
10.594

11.337

10.923

12.386

10.255

11.392

11.263
10.227
10.929
12.442

10.033

1977

12.588

11.976
12.533

13.445

12.268

14.269

11.333

12.660

13.569

13.994
10.945
9.960

12.034

10.230

After the business slack experienced last year, the stock
market bounced back as total shares transacted in the Manila,
Makati, and Metropolitan stock exchanges increased by 17.5 per
cent to 153.287 million. the peso value of which leaped by 1133
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per cent to PS,367.7 million. Share prices likewise appreciated
steadily averaged P.03S per share in 1978, P.01S higher than
the P.019 average obtained in 1977.

Commercial-industrial issues which generally get relegated
to the background when set against the more active, specula.
tive shares, gained strength during the year. The sudden switch
of interest to these issues was precipitated by the declaration
of handsome dividends by several companies thereby boosting
their prices in the market. The stock price index of commer
cial and industrial issues in Manila rose from 108.9 (1965=
100.0) in 1977 to 145.8 during the current year, reflecting a 34
per cent improvement. The sector contributed 21 per cent of
the total value of transactions or '1,126.4 million representing
~,463 million shares.
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After experiencing a bearish season during the early part
of the year, the mining sector recovered and realized a 43 per
cent increase in volume transacted, the highest annual growth
rate recorded during 1978. Representing 38 per cent of the to
tal, mining issues responded well to the higher gold and copper
prices quoted abroad, thus again ensuring the profitability of
mining operations. The mining tndex, which exhibited a slow but
continuous price appreciation, opened at 48.4 (1965= 100.0) in
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January and closed at 60.2. Compared to 1977, a fractional rise
of 0.2 per cent was posted.

The oil board also kept up with the general pace of rising
prices and higher volume turnover. Total value output reached
P2,369.6 million while number of shares traded aggregated
92,196 million, exhibiting 68.9 per cent and 6.2 per cent increases
in value and volume, respectively. This tempo in oil board
trading was boosted by encouraging developments in the coun
try's oil exploration ventures.

TAJK.E 14. - STOCK MARKET TRANSACTIONS IN MANILA,
MAKATI AND METROPOLITAN STOCK EXCHANGES

1977-1978

I t e m

Volume (million shares) --.-- .
Commercial/Industrial ._ .
Mining ..__ _. - .
Oil ._ _ --- .

Value (Million pesos) --- .
Commercial/Industrial ---- .
Mining _, __ ----' .
Oil _ _.._ ._ .

1978

153,287.2
3,462.9

57,628.8
92,195.5

5,367.7
1,126.4
1.871.7
2,369.6

1977

130,439.1
3,415.1

40.248.7
86,775.3

2,516.9
232.1
881.9

1,402.9

/0.

TABJ,E15. - STOCK PRICE INDEX IN MANILA, 1977 AND 1978

/ (1965=100)
/

I t e m 1978

Al.L ITEMS ----................... 84.4

Banks _ _ _.. ] ]8.0

Insurance ._....................................... 76.2

Commercial/Industrial _. 145.8

Mining _ _ _._.. 55.7

Sugar

[26]
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1977 Per Cent
Change

72.9 15.8

107.2 100

76.2

108.9 33.9

55.6 0.2

69.6 -15.9



6. PUBLIC FINANCE

a. Cash Operations of the National Government

Cash operations of the government continued to be a major
complementary tool, alongside monetary policy, in the pursuance
of national development and economic stability. The more ac
tive role assumed by the National Government since the onset
of global recession in the mid-seventies was reflected by attend
ant increases in cash disbursements and receipts which in 1978
resulted in an overall current deficit of P1,090 million.

Cash disbursements of the National Government rose to
P31,065 million, 17 per cent more than the level last year Ope
rating expenditures decreased from a share of 67 per cent to 62
per cent of total expenditures during the year, while capital out
lays, including infrastructure and capitalization, increased from
a proportion of 19 per cent to 20 per cent. Interest payments
against public debt maintained their previous year's allotment
of 3 per cent as all other miscellaneous expenditures accounted
for the balance.

Cash receipts of P29,975 million reflected a faster growth
of 21 per cent arising mainly from the increase in collections of
income taxes, excise taxes and import duties. Although indirect
taxes continued to account for the bulk of tax revenues, there
was some improvement in the share of direct taxes as net in
come taxes increased by 25 per cent in 1978. On the other hand,
a lower dependence on foreign trade taxes was observed with
the share of export and import duties declining from 25 per
cent to 23 per cent of total taxes.

Notwithstanding the increase in revenues, total disburse
ments exceeded available funds by 4 per cent for a cash deficit
of Pl,09O million, which however was lower by P744 million than
the deficit last year. Net borrowings of the National Govern
ment expanded to P2,723 million, higher by 13 per cent than in
the previous year. Of the amount, 39 per cent financed the cur
rent deficit while the remaining 61 per cent or Pl,693 million
shored up the cash balances of the National Government.

At the end of December 1978, National Government ba
lances aggregated P8,799 million, 24 per cent more than last
year's outstanding level. Of the current cash balances, a substan
tial 51 per cent was deposited with specialized government
banks, 25 per cent with the Central Bank, 24 per cent with com
mercial banks, and less than 1 per cent with the Treasury vault
and Treasury field cashier.
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(
TABLE 16. - AGGREGATE CASH OPERATIONS OF THE

NATIONAL GOVERNMENT
1977 and 1978

(Million Pesos)

I t e m

A. Current Operational Transactions

Operating Receipts _.. .. ..__. .

Bureau of Internal Revenue '_"_."
Customs ~ .
Others (net of non-income

receipts) .._ _ -..
Disbursements _.._

Current Operating .._ .
Capital ~ .
Interest Payments ._.. _ .
Others _.._ ..

Surplus/Deficit (-) .

B. Financial Transactions .
Debt Redemption .

Sinking Fund .
Treasury Bills _._. _. __.. _
Treasury Notes _ ._ .
Treasury Bonds _ .
Capital Treasury Bonds .
Treasury Capital Notes ..__ .
Other Government Securities _.
Loans and Advances .
Foreign Loans/Securities ._ .

Borrowings _.._.....•............_ __ _._ .. _
Treasury Bills __ _.._._ .
Treasury Notes ._.. ..
Treasury Bonds .__ __ .
Treasury Capital Bonds .
Treasury Capital Notes .
Other gov't securities .
Loans and Advances . __
Foreign Loans/Securities _ .

C. Net Cash Transactions __ ..

D. Status of Cash Balance _ _.
Beginning, January 1 _.._ .
Ending, December 31 .
Change in Status _ __ _.._ _ .

SOURCE OF BASIC DATA: Bureau of the Treasury
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1978pl

29,974.9
11,924.4
7,486.0

10,564.5
31,064.9
19,321.0
6,281.8
1,037.8
4,424.3

-1,090.0

2,782.7
9,004.4

938.0
5,859.6

812.3
107.9
204.0
200.0
233.4
600.0
49.2

11,787.1
5,794.2

727.9
435.3
55.4

200.0
400.9

1,500.0
2,673.4

1,692.7

7,106.4
8,799.1
1.692.7

1977

24,802.6

10,116.4
6,282.3

8,403.9
26,636.2
17,782.4
5,048.6

898.1
2,907.1

~ 1,833.6

2,469.5
7,299.4

396.7
3,996.7

614.7
961.9

359.2
500.0
470.2

9,768.9
4,571.1
1,591.5

766.7

1,015.3
800.0

1,024.3

635.9

6,470.5
7,106.4

635.9



b. Internal Public Debt

Outstanding internal public debt as of year-end 1978 regis
tered a balance of approximately P32,530 million which made up
48 per cent of total public debt. From last year's level of
P27,365 million, current internal borrowings rose "by 19 per cent
as a result of increments in government securities of P3,492
million and loans of Pl,674 million. Of the net expansion, '58
per cent was attributed to the National Government, 33 per cent
to monetary institutions, 8 per cent to government corporations.
and 1 per cent to local governments.

Government securities amounting to P28,085 million com
prised a substantial proportion (86 per cent) of total internal
debt. Proceeds of the principal securities issued, (Treasury
Bdnds, Treasury Notes, Treasury Bills. Treasury Capital Bonds,
and PW & ED Bonds), were allocated mainly to infrastructure
projects which included nuclear power plants, thermal, hydro
electric and electrification plants, fertilizer and pig iron smelt
ing plants, roads, waterworks, irrigation units and ports. Also
drawn from these funds were amounts earmarked to refinance
matured Treasury Notes, cover requirements of the RP-Japan
Commodity Loan Agreements and for subscription payments to
the capital stock of the Development Bank of the Philippines.
Meanwhile, outstanding CBCI's issued domestically by the Cen
tral Bank aggregated 1'9,907 million at the end of the year.

Outstanding public loans amounting to P4,445 million shared
a relatively smaller proportion of total internal debt. Budget
ary loans of the National Government and its borrowings from
the Central Bank to finance subscriptions to international finan
cial organizations as well as additional borrowings by the De
velopment Bank of the Philippines and local governments ac
counted for the annual growth of 61 per cent.

c. External Public Debt

The financial requirements of development continuing to
rise during the year, external public debt similarly expanded by
22 per cent to reach a level of 14,753 million (P35.037 million).
This amount comprised 52 per cent of total public debt in peso
terms, slightly higher than last year's proportion or 51 per cent.

Additional borrowings on the part of government corpora
tions, the National Government and monetary institutions con
tributed to the growth in external debt of which 63 per cent was
of long-term maturity, 20 per cent short-term, and the balance.
medium-term.

Gevernment corporations availed themselves of a share of
44 per cent or $2,095 million; exceeding last year's borrowings
by 24 per cent. The incremental debt was attributable mainly
to the financial requirements of the National Power Corpora-
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tion for its power projects, the Development Bank of the Philip
pines for relending purposes, the National Sugar Trading Cor
poration and the Philippine Sugar Commission for the sugar in
dustry, and the National Grains Authority for the rice industry

The National Government similarly availed itself of loans
totalling $1,472 million from the International Bank for Recon
struction and Development. the United States Aiel for Intcrna
tiona! Development, the United States government and the Asian
Development Bank, which total comprised 31 ')'1' of outstanding
external debt. Over the year, borrowings of the National Gov
ernment rose by 28 per cent mainly to finance the infrastruc
ture projects (waterworks, flood control, rural electrification.
ports and harbors, highways and roads, irrigation systems) of
the COWJtrv and the relending activities of DBP on livestock rais
ing, small-medium and large-scale industries and shipping. Se
curities held in trust for the International Monetary Fund and
the Asian Development Bank subscription also comprised are·
lativelv sigriificant proportion of National Government external
debt.

Meanwhile, monetarv institutions accounted for $1,186 mil
lion or one-fourth of total external debt, reflecting a net increase
of 14 per cent over the year. Of this, the Central Bank of the
Philippines accounted for much of the expanded debt supplied
by the IBRD, IMP. RP-Japan Commodity Loans, Japanese banks.
and from Eurodollar credit agreements. Availments of the Phil
ippine National Bank which made up a relatively small proper
rion of 6 per cent of total borrowings of monetary institutions
were used for relending purposes.

In the case of local governmonts. availrnents were ina in
tamed at $0.3 million.

"..----.,-, .-----....- .~------ ., -.---..-~" ..---.- -....~ ..-_....,,·,--_·--··-1----·.._··· ."

Ti'ftJ.F /'1. -- PUBLIC DF.BT OOTSTf-\NDI NC
// December 31, 1977 and 1978

(In Millions)

\

T t e m

TOTAL (Pesos) ._.. __.._ _ _._

Internal Debt (Pesos) .__ ._ _ _
National Government _ _. _ . _
Local Governments __ __ ._ .. ~
Government Corporations _. .__ .

Guaranteed _._. __ . _-. ._ _ ".
Non-Guaranteed __ _. ._._ _.

Monetary Institutions _ _. ._ __ .
External Debt (Pesos) ._ _.._ _.

(U.S. Dollars) _ _.. _ __
National Government ._ _ __.__. .__
Local Governments .
Government Corporations _ .
Monetarv Institutions .... ._ _ _._.. _
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1978

67,566.8

31530:0
17,769.6

272.8
3,467.3
3,100.8
366.5

11,020.3
35,036.8

4,753.2
~1,472:S

0.3
2,094.5
1.t8';9

1977

-

56,045.0

27:364·j
14,783.8

219.9
3,0512
2,764.7
226.5

9,3098
28,6110.3

3,886.7

1,153.2
0.3

1,691.9
J,04U

i
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c. PRICES

1. OVERALL

Commodity prices in 1978 initially gained momentum only
to show moderate upward trends towards the end, for an annual
average growth of 7.3 per cent (CPI Philippines, 1972=1(0).

Despite efforts at legislating the coverage of socialized pricing,
an increase of prices of a large number of consumer com
modities occurred during the year. Price ceilings of coconut
based consumer goods were adjusted upward. Sales and speci
fic business taxes also rose affecting the firms' pricing patterns.
In addition, inflationary tendencies fed upon the artificial short
age of basic commodities due to hoarding induced by the im
pending oil price hike. Consumer demand also upped prices
slightly following the across-the-board increase in the minimum
wage in the middle of the year.

PRICE INDEXES J 1916 -1978
(1972·100)
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However, the surge in prices was kept within tolerable le
vels. There was generally ample supply of goods for the most
part of the year offsetting the adverse effects of the tropical
depression experienced in October. Aside from favorable weath
er in the early part of the year, both agricultural and indus.
trial credits continued to expand in 1978 providing greater in-
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ccru ivcs to production. Liquidity was also reduced with :.1 BOP
deficit or $54 million, thus helping further in slowing down
price trends.

Wholesale prices grew slower' from 9.9 per cent to 6.~\ per
cent. The slowdown came mostly from price deceleration in the
country's exportable commodities notwithstanding the higher
price tags of imports. Wholesale prices of both unprocessed
and processed goods recorded similarly slower growths ill 1979.

Retail prices tapered down slightly from 6.7 per cent to
6.1 per cent, due largely to moderate price increases in all the
major retail groups with the exception of beverages and tobacco

Consumer prices in Metropolitan Manila a.l,:,o traced a ruod
est downtrend from 7.9 per cent to 7.6 pCI' cent. While prices
of food commodities rose by 8.3 per cent, much higher than the
previous vear's 7.5 per cent, non-food items showed a price de
celeration from 8.3 per cent to 6.9 per cent.

2. WHOLESALE PRICES

The general 'wholesale price index in Mctl'o~bl1 i la (197'2 -z

1(0) recorded a marked deceleration [rom 9.9 per cent to 6.8 per
cent in 1978. The slowdown in wholesale prices of both un
processed and processed goods contributed to the downtrend.

Of the unprocessed goods category, only the prices of live
stock and fish products showed further Increases of 14.3 per
cent and 13.5 pCI' cent, respectively, reflecting the extent of dam
ages brought about by the typhoons during the latter part of
1978.

On the other hand, wholesale prices of food, tobacco, prod
ucts of wood; printing, leather, chemical. non-metallic and
machinery moderated to pull down further the general WPI. A
price fall of 0.2 per cent was in fact experienced by textiles due
10 the substantial decline of wholesale prices of heavily-weighted
knitted fabrics even as those of woven fabrics shot up in 1978.

The sluggish wholesale price growth of domestic prod
ucts (7.7 per cent), locally produced items (7.2 per cent), ex
portable commodities (10.4 per cent) and those for home con
sumption (65 pCI' cent) combined to dampen the slight gain of
4.3 per cent in prices of the country's imported products.
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;r6;~ 18. - PER CENT CHANGES OF WHOLESALE PRICE
INDICES, 1978

(1972=100)

-_.._~~- - -_._.._~-~~._- -

WPlof
WPlof

General WPIof Locally Home WPIof
Item WPI Domestic Produced Cons'W/j Imported Ex~rta-

Products Commod. tlon I Products le
lties Products

All Items 6.8 7.7 7.2 6.5 4.3 10.4
Unprocessed

7.6Goods """. ____.. 8.3 89 7.9 4.8 8.8
Agricultural

4.5 4.8Crops .._..... 7.1 6.4 2.0 20.8
Livestock &

Poultry .. 14.3 14.3 14..; 14.5
Fish & Other

Marine
Products .. 13.5 13.5 114 13.3 39.5

Forestry &
Logging ..." 6.0 6.0 6.5 6.5 8.1

Mining &
Quarrying 9.5 17.6 - 3.8 5.3 5.5

Processed
Goods __________ .. 6.4 7.3 6.1 5.8 4.2 12.8
Food ______________ 8.3 11.5 8.9 7.3 4.9 18.9
Beverages 7.5 7.8 7.8 7.5 -1.3 J6.9
Tobacco

Products 0.7 0.8 0.7 0.6 3.2
Textiles .....__.-0.2 1.2 0"7 -0.3 - 3.7 9.9
Footwear &

Other
Wearing
Apparel ._.. 12.7 12.7 13.1 13.2 4.4 11.7

Wood Cane
& Cork
Furniture 3.7 4.0 3.8 4.0 9.6 - 2.9

Furniture &
Fixtures 10.4 10.4 10.4 ]0.4 3.5

Paper &
Paper ._..."..
Products 6.8 5.1 51 6.7 43.0 9.0

Printing.
Publishing
& Allied
Products 3.0 0.6 06 3.0 11.9

Leather &
Leather &
Fur Prod-
ucts ........... 1.8 2.4 2.2 1.7 - 2.0

Rubber &
Synthetic
Products 3.9 3.6 3.6 4.0 0.5 2.5

Chemicals
& Prod-
ucts ......_..__ 3.1 3.3 32 3.1 - 2.3 3.6

Non-metal-
lic Minera!
Products. 8.8 9.5 9.4 8.7 5.8 6.5

Metal Pro-
ducts ------". 8.8 10.0 10.0 10.1 5.9 1.0
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TABLE 18. - PER CENT CHANGES OF WHOLESALE
PRICE INDICES, 1978 (Concluded)

(1972",,100)

~-_."~--~-, ..-

WPIof
WPIofWPIof Locally Home WPlof

It em General Domestic Produced Consump- Imported Exporta.
WPI Products Commod- tion WPI Products ble

Hies Export-

_._-- --~,---_.~~ ~.~~--~-

Machinery,
Except
Electrical 0.8 12.8 13.3 0,5 -- 2.9 13.8

Electrical
Mach., Ap
pliances &
Supplies .. 9.8 7.7 7.7 9.8 14.2 5.7

Transport
Equip-

13.3ment .....,--. 12.5 13.3 12.4 8.4 3.1
Miscella-

neous Ma-
nufactur-
ed Pro-
ducts 9.2 12.9 12.9 9.2 4.7 5.1

3. RETAIL PRICES

The observed slowdown in wholesale prices was slightly reo
fleeted in the retail price index in Metro Manila (1972:::; 100).
Compared to WPI's 9.9 per cent to 6.8 per cent deceleration.
retail prices remained at 6.1 per cent, hardly moving from the
previous year's 6.7 per cent.

The tremendous pick up of beverages from 1.7 per cent to
6.1 per cent and the comparable performance of tobacco, from
2.2 per cent to 8.2 per cent pushed up overall retail prices de
spite the more moderate rates registered by the other groups,

The imposition of a new round of sales taxes triggered the
hike in the retail prices of softdrinks, beer, pineapple juice and
alcoholic drinks. Meanwhile, tobacco prices were higher due to
the upward movement in retail prices of both native and Vir
ginia cigarettes. Near the year-end, inventories of tobacco were
consumed contributing further to the higher prices for the prod
uct.

Only the prices of household supplies posted a significant
deceleration from 8.0 per cent to 4.8 per cent as well as those
of medical and pharmaceutical preparations which grew less
from 4.3 per cent to 1.5 per cent.
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~ 19.-RETAIL PRICE ;~BX OF SELECTED COMMODITIESlAB IN METROPOLITAN MANILA, 1976-1978
0972=100)

Per Cent Chanie

Commodity Group 1976 1977 1978
1977 1978

ALL ITEMS .._................. 191.0 203.8 216.3 6.7 6.1

Food .~-_..~._.....•._...-..,............- 174.5 190.5 206.2 9.2 8.2
Beverages .................... ~..- 184.7 187.9 199.3 1.7 6.1
Tobacco ............................ 192.2 196.5 212.6 2.2 82
Wearing Apparel ............ 186.0 208.0 223.5 11.8 7.5
Construction Mate-

rials .__...._..._............. -... 2242 251.1 277.9 12.0 10.7
Fuel -------_.......................... 210.1 217.6 221.1 3.6 1.6
Med. & Pharo Prepns... 147.2 163.9 166.4 4.3 1.5
mfice & School SUI>

plies ................................ 212.2 231.2 247.4 9.0 7.0
Household Opera.

tions & Supplies .. 185~6 200.4 210.0 8.0 48

SOURCES OF BASIC DATA: Bureau of AFicultural Economics. Trade Assistance
Center·Department of Trade and reporting private es-
tabllshmmlts.

4. CONSUMER PRICES

The national rate of inflation based on CPI Philippines
(l972=100) exhibited a substantial slash from 9.9 per cent in
1977 to 7.3 per cent in 1978. This improvement came mostly
from the heavily-weighted food group which chalked up an ap
preciable slowdown from 9.6 per cent to 6.3 per cent.

Prices of non-food consumer items, on the average, grew
less by 9.0 per cent owing to similar patterns displayed by cloth
ing, housing and repairs, and services even as prices of fuel, light
and water and miscellaneous items perked up in 1978.

In Metropolitan Manila, consumers contended with price in
creases which barely eased down from 7.9 per cent in 1977 to
7.6 per cent in 1978. Food prices were higher by 8.3 per cent,
accounted for largely by price pick-ups posted by dairy prod
ucts, fish, fruits and vegetables and beverages. In addition.
the increase came mostly from the abrupt rise in prices of cook
ing oil. laundry bar soap and filled milk in June since the base
price of copra was pegged upward from P150 to P240 per 100
kilos.

Non-food consumer items showed a milder price growth
averaging 6.9 per cent from the previous year's 8.3 per cent. The
modest trend was brought about by the stable prices of housing
and repairs (7.2 per cent) and modest growth rates recorded by
fuel, light and water, services.and miscellaneous commodities
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in the face of continued gains by clothing (10.3 per cent). The
continued uptrend in the cost of utilities was brought about
mainly by the recent adjustments in water rates by 74 per
cent and in power rates by 11 per cent effective in the latter
part of 1978.

Based on the index for Metro Manila, inflation in 1978 was
still basically of internal origin as prices of domestic products
chiefly with local content grew by 8.0 per cent-although at a
slower pace-while prices of those with imported inputs moved
up by 6.8 per cent.

Notwithstanding the slight improvement in consumer prices,
the purchasing power of the peso in Metropolitan Manila in
1978 further lost ground to inflationary trends. Equivalent to
0.58 centavos in 1977, the peso was further reduced to only 0.49
centavos in 1978.

TABLE 19. - CONSUMER PRICE INDEX IN METROPOLITAN
MANILA, 1976-1978

/ (1972=100)

Per Cent Change
of i97S over

Commodity Group 1976 1977 1978
1976 1977

ALL ITEMS ____________ •••• r ____ ~ 174.8 188.6 202.9 7.9 7.6

FOOD _______________________ ~___ ._r.. 176.8 190.0 205.7 7.5 8.3
Cereals ~ ___ ----------- _....r~._r. 188.7 193.6 197.0 2.6 1.8
Dairy Products .......... 168.4 167.5 171.9 - 0.5 2.6
Eggs ----.._.----.................. 157.7 174.6 179.3 10.7 2.7
Fish ---------------------.y••... _--- 186.4 201.6 221.9 8.2 101
Fruits and Vege-

tables ...........~....~...~.... 182.9 184.0 229.2 0.6 24.6
Meat ---_._...."._------~-~----- .. ,~ 169.1 189.9 204.5 12.3 7.7
Miscellaneous

Food ---~--------~---~......... 163.0 196.2 222.0 20.4 13.1
Beverages --- .-------~_.~ ..... 181.5 185.1 197.1 2.0 6.5
Tobacco -------...~_..~...~._-~. 171.0 179.2 187.1 4.8 4.4

NON-FOOD --------_.-....".... 172.9 187.3 2002 8.3 6.9
Clothing r _____ •• _ ••••••••••••• 193.3 204.8 225.8 10.3 5!9
Housing and Re-

pairs ........~,~---- ..........- 157.3 168.6 180.7 7.2 72
Fuel, Light and

water --.... - ................... 169.7 176.3 180.4 3.9 2.3
Services -.~........._-_..-....- 169.5 193.7 209.3 14.3 81
Miscellaneous 204.4 213.2 221.9 4.3 4.1

DOMESTIC (CHIEFLY
OF DOMESTIC ORI·
GIN) --------_._--------_.._--_.,,_._+ 165.4 180.2 194.7 8.9 8.0

DOMESTIC (WITH 1M
PORTED INPUTS) ....~. 193.2 203.1 217.0 5.1 6.8

SOURCES OF BASIC DATA: Bureau of Agricultural Economics. Trade Assistance
Center-Department of Trade and reporting private es
tablishments.
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D. PRODUCTION, EMPLOYMENT, WAGES AND GROSS SALES

1. OVERALL

Domestic indicators of the Philippine economy showed a
continuing bright trend in 1978 even as the threat of the oil price
increase loomed heavily towards year end.

Production kept an even pace to J'et~rd higher output le
vels. During crop year 1978, the )9'!l~ined agriculture-fishery
forestry improved on its previo yield with a 4.3 per cent
growth, notwithstanding the u vorable effects of the dry spell,
sporadic infestation and ny mildew and at near year-end,
tropical storms. Manu turing continued its expansion with a
4.9 per cent increasez'attributed partly to the sector's increased
share of foreign~arkets. Milling and quarrying continued to
expand although at a decelerated rate of 0.7 per cent due prima
rily to the .stibstantial slowdown of metallic ore mining despite
the sustained gains of 9.1 per cent in gold and 6.6 per cent in
inc~se loomed heavily towards year-end.

PER CENT CHANGES IN THE PHYSICAL VOLUME
OF PRODUCTION, 1977 a 1978

<'--

1977- -1978

+15

+10

~+ 5

Q

AG~ICULTURE - MANUFACTURING- MINING

Chart 10

The rest of the sectors showed continuing output gains in
1Q78. Real estate improved appreciably by 21.7 per cent as mort
gages recorded greater transactions. While railways gained 0.3
per cent in total receipts, international shipping though show-
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ing a decline in number of entries, picked up heavily on more
vessel clearances and higher tonnages. Production and sales of
electricity continued to grow even at modest rates. By and
large, this creditable record was enough to offset construction's
cutback in number and value of activities for the year.

Brisker trading activities and higher market prices pushed
up gross sales for 1978 by 16.1 per cent or twice that achieved
in 1977. This also came about due to the substantial receipts
in the services group, particularly hotels and restaurants. .

During the year, employment kept pace with expanding pro
duction and increasing sales. However, .the rate was decelerat
ing due mostly to manpower lay-off in mining and construction.
Other sectors exhibited uptrends in employment in 1978.

With continued improvement in production and employment,
workers' wages and earnings also went up. Salaried workers
registered a 17.4 per cent gain while wage earners obtained 13.5
per cent more. Due to higher prices, however, real wages of
skilled workers decreased further by 2.8 per cent during the
year in review.

2. PRODUCTION

a. Agriculture, Fishery and Forestry

For crop year 1978, the agriculture-fishery-forestry volume
index of 138.2 (1972= 100) gained by 4.3 per cent compared to
3.8 per cent in 1977. The strong upturn in livestock and poul
try and the appreciable recovery in forestry offset the slow
down in agricultural crops production and the setback in fishery.

Reflecting the considerable progress of food sufficiency
programs initiated by the government, the growth in farm out
put was maintained at 3.6 per cent notwithstanding the adverse
effects of a prolonged dry spell and sporadic infestations. Led
by palay, foodcrops accounted largely on the gain as output of
commercial crops notably sugar and tobacco registered short
falls.

Palay production swelled to an all-time high of 6.9 million
metric tons or an increase of 6.8 per cent. The total corn har
vested amounted to nearly 2.9 million metric tons exceeding the
1977 level slightly, despite a mild outbreak of downy mildew.

Likewise, the aggregate output of vegetables improved by
1.8 per cent, notwithstanding the drought which hampered the
growth of component items, particularly roots and tuber crops
The unabated demand for local fruits, both here and abroad.
further bolstered production of fruits and nuts by 5.9 per cent,
as higher growth rates marked the output of pineapple, mango
and citrus. Citrus registered the biggest increase of 20.5 per cent
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with the hike in new fruit-bearing trees. Bananas, on the other
hand, slowed down following the lean harvest from the drought.
stricken plantations in Mindanao.

For commercial crops, TTli'lted production trends prevailed.
The relatively improved world market prices for principal coco
nut products-topped by copra-induced a higher 5.5 per cent
expansion in the local coconut industry. On the other hand,
an extremely depressed market for sugar influenced further cut
backs in cane production. Meanwhile, the shortfall in tobacco in
crop year 1978 was only half as much as in 1977 while fiber
crops gained some headway owing solely to abaca.

'TOBACCO

+1 5

+10

h:'
~ 5
\j

~ 0
~

5

-I 0 -------~"
" SUCU''',Conhi'-s.l

-15 ------- ----I
1977 1978

PER CENT CHANGES IN
AGRICULTURE, FISHERY a FORESTRY
1978 + 2 5 r---------' CHICK'_ RA"l.

i
I

+20 ---------•I

Chart 11

The production of other agricultural crops including coffee
and cacao advanced by 5 per cent in response to the increasing
requirements of local food processing industries a growing de
mand for coffee, likewise, bolstered output of this crop.

Contributing the biggest incremental rate to the sectoral out
put gain, however, was the big 18.4 per cent upturn in livestock
poultry. Livestock staged a strong recovery (13.9 per cent from
a slump in 1977 while poultry chalked up an unprecedented ex
pansion (23.5 per cent). The upsurge in animal population re-
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fleeted the financial and technical assistance received by the in"
dustry in line with the Ten-Year Beef and Carabeef Development
Program (1976-85) and the Bakahang Barangay, 1977.

Forestry ranked second to livestock and poultry in terms of
growth contribution to the over-all gain in agriculture. Logging
operations as well as other forest activities picked up strongly
by 4.7 per cent, thus reversing the previous year slump of 7
per cent. This was in response to the relatively improved world
prices during the period for exportable logs and use of non-oil
fuel products as wood and charcoal.

The sustained growth in crop production as well as the
marked recoveries in livestock and forestry activities more than
offset the 0.2 per cent lag in fishery-traceable to the observed
setback in typhoon-stricken inland fishing.

/,"-T~LE 21. - INDEX OF THE PHYSICAL VOLUME OF PRODUCTION
IN AGRICULTURE, FISHERY, AND FORESTRY

Crop Years 1976-J978
(1972=100)

Per Cent Change

I t e m 1976r! 1977p! 1978e/
1977 1978

AGRICULTURE, FISH-
ERY, AND FORESTRY 127.6

Agricultural Crops Produc-
tion __ 144.3

Palay . __ _ _._ ._. 120.8
Corn __ _._. . .
Vegetables incl. root and 137.5

tuber crops .___ 154.4
Beans and peas 182.5
Root, bulb, and tube-

rous vegetables 136.0
Fruit-bearlng veget-

ables .......__..... .._. __. ..... 165.6
Leafy and stem veget-

ables 134.9
Root and tuber crops 146.1
Vezetables. n.e.c. 303.7

Fruits and nuts (excl. co-
conut _.._ _ 200.9
Banana .__ __ __ ..-. __ 231.7
Pineapple 148.8
Mango __ .. .-... .-. .__ . . 210.6
Citrus fruits ._ 203.8
Fruits and nuts (except

coconut), n.e,c. 113.0
Coconut inel. copramak-

ing in the farm . ._. 134.2
Sugar cane incl. muscova-

do sugar-making in the
farm .... .. ...__ 156.1

l32.5

150.6
126.6

141.3
166.9
193.3

158.2

164.9

1.'53.9
168.6
346.1

213,6
244.3
151.5
220.7
208.8

135.0

140.8

146.0

138.2 3.8 4.3

156.0 4.4 3.6
135.2 4.8 6.8

141.9 2.8 0.4
173.2 8.1 3.8
203.0 5.9 5.0

166.3 16.3 5.1

169.8 - 0.4 3.0

11\3.8 14.1 6.4
172.8 15.4 2.5
398.7 14.2 15.0

226.3 6.3 5.9
254.1 5.4 4,0
]64.7 1.8 8.7
240.6 4.8 9.0
251.6 25 10.5

143.1 195 6.0

]48.5 4.9 5.5

126.5 - 6.5 - 13.4
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TABLE 21. - INDEX OF THE PHYSICAL VOLUME OF PRODUCTION
IN AGRICULTURE. FISHERY, AND FORESTRY (Concluded)

Crop Years 1976-1978

(1972=100)

Fer Cent Chanp

I t e m 19761"1 1977p! 1978e!
1977 1978

Tobacco ,..... 105.2
Fiber crops _................. .. 120.1

Abaca 126.6
Other fiber crops 55.6

Agricultural crops, n.e,c. .. 146.7
Coffee _.. 156.5
Cacao 91.5
Rubber _ _ 264.3
Other agricultural

crops, n.e.c. . .
Production of Livestock, ,

Poultry and Other Ailli-
malsl/ 86.5
Livestock 82.3

Cattle raising _. 89.8
Carabao raising 57.8
Hog raising 83.8
Livestock production,

n.e.c, 134,7
Poultry 92.6

Chicken raising 91.2
Duck raising 157.9
Other poultry produc-

tion ..
Fisheryt/ 124.2

Ocean (of~shore) and
coastal fishing 119.6

Inland fishing _ 129.0
Operation of fish farm 114.0

Forestry 79.9
Logging operations 100.0
Other forestry activities 30,4

Firewood 'cutting and
charcoal making car-
ried in the forest 0.7

Gathering of uncultivat-
ed forest products 79.7

Other forestry activi-
ties 91.0

93.2
129.3
136.8
55.6

148.6
159.2
84.1

268.2

0.3

84.9
76.9
95.0
62.0
74.1

140.7
96.7
95.4

161.4

137.6

127.9
147.4
117.0
74.3
93.7
26.4

2.1

64.7

77.3

88.0
132.3
140.9
47.7

156.1
167.2
88.3

2R1.6

0.3

100.5
87.6
94.2
62.8
89.2

148.1
119.4
117,5
206.4

137.3

128.4
143.0
130.9
77.8
98.0
28.0

2.1

64.7

85.3

-1104
7.7
8.1

1.3
1.7

- 8.1
1.5

- 1.8
-- 6.6

5.8
7.3

-11.6

4.5
4.4
4.6
2.2

10.8

6.9
14.3
2.6

-7.0
- 6.3
-13.2

200.0

-18.8

-15.1

- 5.6
2.3
3.0

- 14.7
5.0
5.0
5.0
5.0

18.4
13.9

- 0.8
1.3

20.4

5.3
23.5
23.2
27.9

0.2

0.4
- 2.6

11.9
4.7
4.6
6.1

10.3

I! Cal~ndar year
SOURCES OF BASIC DAl'A: Bureau of Agricultural Economics, Bureau at FIsheries

& Aquatic Resources, Philippine Coconut Authorlty.
Bureau of Porest Development, Philippine SUgar Com·
mission.
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TABU 22.-AGRICULTURAL PRODUCTION, CROP YEARS 1976-1978
(Thousand metric tons)

Per Cent ChaDlle

I t e m 1976rl 1977pl 1978el
1977 1978

71.4 -27.1 6.4

575.2 -25.1 6.5

23,36.2 - 6.7 -13.0

0.8 -15.9
- 6.6 -16.2
-11.4 - 5.6

8.1 3.0

5.1 -14.6

AGRICULTURE,
FISHERY, AND
FORESTRY

Agricultural Crops
Production

Pa lay .. _
Corn ._._".",---- .
Vegetables includ-

ing root and tu
bel' crops . .._..__.
Beans and peas .
Root, bulb, and

tuberous vege-
abies .__ __ ..

Fruit-bearing
vegetables .

Leafy and "tern
vegetables _

Root and tuber
C1:0pS .. ,.

Vegetables, n.e,c,
Fruits and nuts

(excluding coco-
nut)

Banana ._.. .._ .
Pineapple .._" .
Mango" _.. .
Citrus fruits . .
Fruits and nuts
(except coconut),

n.e.c ..
Coconut

Copra .. .__..."......
Coconut oiPl . .
Desiccated co-

conutt/ .__._ __..
Copra meal!

cakel/ _. __ .. _
Sugar

Centrifugal
Muscovado and

panocha . .
Molasses . _._

Tobacco
Fiber crops .

Abaca ..
Other fiber

crops _._._ _ .
Agricultural crops,

n.e.c _ ..
Coffee ._. .
Cacao ._." . ..
Ruhber _. __ ..
Other agricultu-

ral crops, n.e.c.

6,159.5
2,766.8

81.9

81.9

231.9

99.4

1,802.8
31.9

2,270.6
419.9
293.1
120.2

347.0

2,092.0
1/279.2

92.0

720.8

2,880.0

63.0
1,000.0

58.8
143.2
139.3

3.9

141.3
80.8

3.2
57.3

0.3

6/456.1
2/843.4

88.1

102,3

232.9

110.2

2/068.4
36.4

2,394.7
427.3
307.1
123.1

465.0

2/119.7
1,539.3

67.1

540.1

2,685.9

63.5
934.0
52.1

154.7
150.6

4.1

143.5
82.1
2.9

58.2

0.3

6,894.9
2,855.2

92.5

107.5

239.8

117.4

2.l20.1
41.9

2,490.5
464.5
334.7
148.4

493.0

2,257.5
1.639.3

53.4
782.7
49.2

158.6
155.1

3.5

150.8
86.3
3.1

61.1

4.8
2.8

7.6

24.9

0.4

10.9

14.7
14.1

5.5
1.3
4.8
2.4

34.0

1.3
20.3

1.6
- 9.4

1.6

6.8
0.4

5.0

5.1

3.0

6.5

2.5
15.1

4.0
8.7
9.0

20.6

6.0

6.5
6.5

S.1
6.9
5.0
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151.2 170.0

3,504.5 - 6.4 4.6

6,909.9 - 11.6 20.5

545.5 6.9 0.4
860.0 14.3 - 2.6

1.3

23.2

27.9

11.8

5.2

5.7 - 0.8

4.5

2.7

4.6

2.2

7.2

129.5

1,815.6 - 9.0

1,820.2

2,958.7

1,535.0

1,602.8
64,257.6

58,892.4

5,365.2

13,291.6

543.4
882.8

115.8

151.2

1,815.6

3,350.4

2,920.6

5,734.8

1,835.3

1,542.0

47,784.3

4,195.4

1,523.6
51,979.7

12,014.3

508.2
772.5

112.8

56.0

3,5780

1,995.2

1,393.5

1,73M;

6,489.2

2,724.7

1,458.0
49,775.1

45,670.7

4,104.4

12,408.5

Production of Live
stock, Poultry and
Other Animals-/
Livestock (thou-

sand heads) ---
Cattle raising

(thousand
heads) __ . _

Carabao raising
(thousand
heads)
Hog raising
(thousand
heads) . .

Livestock produc
tion, n.e.c.
(thousand
heads) _._ _

Poultry . -. _ _. __ .
Chicken raising

(thousand
heads) .. ._._ .

Duck raising
(thousand heads)
Other poultry

production
(thousand
heads) -..

Fishervl/ .. _---------------- ....
Ocean (off-shore)

and coastal fish-
ing . .

Inland fishing
Operation of fish

farm . .._ __.
Forestry

Logging operations
(million board
feet) _-. __

Other forestry ac
tivities
Firewood cutting

and charcoal
making carried
in the forest

(thousand cu.m.)
Gathering of un

cultivated for
est products
(thousand ki-
los) ..__. _

Other forestry ac
tivities, 1l.e.C... __

Bamboo & bo
ho (thousand
pcs.) .__.. .

Rattan poles
(thousand
l.m.) _

175.7

7,077.9

144.0

6,016.2

159.1 --18.0

6,647.9 -15.0

10.5

10.5

1/ Calendar year
SOURCES OF BASIC DATA: Bureau of Agricultural Economics. Bureau of Flsheries

and Aquatic Resources, Bureau of Forest Development,
Philippine Coconut Authority and Philippine Sugar Com
mission.
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b. Mining and Ouarrying

At 133.5 (1972::::0 100), the mining and quarrying production
index posted a 0.7 per cent gain in 1978 after registering an un
precedented. growth of 16.1 per cent in 1977. Following the 19.5
per cent upsurge in the previous year, output of the heavily.
weighted metallic ore mining rose by 0.4 per cent and the non
metallic group by a bigger 6.6 per cent during the year.

In the metallic group, gold registered the biggest increase
of 9.0 per cent, as compared to the 11.4 per cent attained in the
previous year. Buoyed up by high prices and supported by the
country's Gold Refinery which had gone into its second year of
operation, gold output reached 19.0 thousand kilograms. Pro
duction of other precious metals went up by 3.2 per cent with
silver solely providing the boost as platinum and palladium re
mained outside the production line.

Local copper production also responded favorably to the
generally improved world market prices resulting from sharp
draw-downs in the LME Warehouse stock> and supply bottle
necks in three of the world's largest producers. During 1978,
copper production continued to increase although at a much low
er rate of 3.2 per cent as compared to the U.5 per cent recorded
a year ago.

After gaining substantially by 141.4 per cent in 1977, output
of nickel, likewise, slowed down to increase by only 15,6 per cent
during 1978 due to the weakness of the market resulting from
high inventories abroad. Similarly, the aggregate production of
chromite exceeded its previous year level by a smaller 5.5 per
cent with hoth refractory and metallurgical components contri
buting to the uptrend. .,

Iron ore was out of the production stream since 1975 while
other base metal are mining experienced an aggregate shortfall
of 27 per cent. Mercury also failed to contribute to production
for the last three years while lead and manganese incurred out
put losses which more than offset the modest improvement in
zinc production.

The non-metallic and quarrying group gained 6.6 per cent,
improving markedly on its 1977 performance. However. during
1978 coal production was 10.6 per cent lower after expanding
more than tenfold in the preceding year. Nonetheless, the short
fall in coal output was partly overcome by the 1.2 per cent re
covery in stone quarrying whose demand soared as a result of
heightened government construction and infrastructure activity.
There was also a significant upturn of 16.4 per cent in other
non-metallic mining and quarrying owing largely to the recovery
of salt mining, among others.
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~-t'fABl.E 23. - MINING AND QUARRYING PRODUCTION

1976-1978

Unit Per Cent Change

I t e m of 1976 1977 1978e/

IMeasure 1977 1978

MINING AND
QUARRYING

Metallic Ore
Mining
Gold are

mining __ Kg. 15.589 17,363 18,957 11.4 9.2
Other pre-

cious me-
tal are
mining

Silver are
2.9mining .. Kg. 46,053 50,416 51,864 9.5

Platinum
are min-
ing """" Kg.

Palladium
are min-
ing ........ Kg.

Copper
are min-
ing l / ........ M.T. 857,085 956,374 987,233 11.6 3.2

Nickel
are min-
ing .......... M.T. 15,239 36,781 31,046 141.4 -15.6

Chromite
are min-
ing ........ M.T. 346,269 442.865 467,667

Refractory
chromite
are min-
ing .......... M.T. 310,302 402,126 418.074 29.6 4.0
Metallur-

gical
chromite 35,967 40,739 49,593 13.3 21.7
are min-
ing ...... M.T.

Iron ore
mining __ M.T. 570,999

Other base
metal are
mining 34,U6 50,585 46,691
Mercury
(quick sil-
ver) ...... M.T.
Zinc1! _____ . M.T. 22,544 24,147 25,123 7.1 4.0
Manga-

nese .._. M.T. 7,290 5,839 3503 _ lI"lC) -40.0
Lead ----.. MT. 4.302 20,599 18,065 378.8 -12.3-

Non-Metal-
lic Mining &
Quarrying
Coal min-

ing .-...... M.T. 120,810 284,554 313,010 135.5 10.0
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TWLE 23. - MINING AND QUARRYING PRODUCTION (Concluded)

1976-1978

-_.._--~.~_.- -

Unit Per Cent Change
It e In of 1976 1977 1978 e!

Measure 1977 1978

----

Stone quar-
rving, clay
and sand
pits
Limestone

Quarry-
ing _____..M.T. 6,943,587 6,333,467 6,435,710 --, 8.8 1.6

Marble
quarry-
ing ___ . M.T. 11,17R 3,753 2,278 -·,66.4 40.6

Stone
quarry-
ing, ex-
cept
lime-
stone and
marble
(adobe
stone
brok-
en) -,,-- Cu.M. 7,634 5,802

Silica
sand and
silica
stone
Quarry-
ing ._.. M.T. 391,455 319,842 320,828 - 18.3 0.3

Clay quar-
rying __ M.T. 500,212 437,706 429,444 - 12.5 -- 1.9

Sand and
gravel
quarry-
ing ,...,... CU.M. 6,113,108 7,347,081 7,378,672 20.2 0.4

Fdd-
suar .._ M.T. 15,240 15,073 22,907 -- 1.1 52.0

Dolo-
mite _. M.T. 6,432 7,442 6,328 15.7 -15.0

Stone
quarry-
ing,
cia", and

;':lud pits.
1l.C.C 2/ CU.M. 482,231 6,879 10,550 - 98.6 53.4

Other non-
metallic min-

ing and quar-
rying

Chemical and
fertilizer
mineral
mining
Guano .." l\,f,T. 1,757 162 980 - 90.8 504.9
Rock r-hos-

phate ., 1\·1.T. 11,923 10,323 12,650 -- 13.4 22.5
Sulphur M.T.
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TABLB 23 - MINING AND QUARRYING PRODUCTION (Concluded)

1976-1978

Pyrite .... M.T.
Salt min-

ing M.T.
Non-Me

tallic min
i.ng and
quarry
ing,
n.e.c.V .... M.T

Per Cent C~

1976 1977 1978 el

I1977 1978

166.331 108.523 176,118 - 34.8 62.3

203,386 200.000 217.721 - 1.7 8.9

It e m
Unit
of

Measure

2,820 1,710 2,411 - 39.4 41..0

11 In concentrate
21 Inctusiva of stones, cobbles and boulders
31 Inclusive of gypsum (natural)
SOURCE OF BASIC DATA: Bureau of Mines.

ri.B 24. - INDEX OF THE PHYSICAL VOLUME OF MINING
AND QUARRYING PRODUCTION

1976-1978
(1972=100)

Per Cent Chan..

I t em 1976 1977 1978el
1977 1978

MINING AND
QUARRYING 114.2 132.6 133.5 16.1 0.7

Metallic Ore Mining .._ 114.1 136.3 135.8 19.5 0.4
Gold are mining ....._._ 82.6 92.0 100.4 11.4 9.1
Other precious me-

tal are mining '__ '._._ 17.0 84.2 86.7 9.4 3.0
Silver are mining " 80.2 87.8 90.3 9.5 2.8
Platinum ore min-

ing .....__.__........;..........
Palladium ore min-

ing .~......--~.~~ ...... "."...
Copper ore min-

124.7ingt/ ..-".......-.---"-_......--- 108.3 120.8 11.5 3.2
Nickel are mining .... 3.968.4 9/578.4 8/084.9 141.4 2.3
Chromite are min-

ing .... ~...__..........--_._~. 99.6 127.6 ' 134.6 28.1 5.5
Refractory chro-

mite are min-
ing ........................... 115.6 149.9 155.9 29.7 4.0

Metallurgical chro-
mite ore min-
ing ........___ ..........._...., 44.2 50.1 60.9 13.3 21.6

Iron ore mining 25.9
Other base metal
- ore mining ..-............. 495.3 502.4 366.9 1.4 -27.0

Mercury (quick-
silver] .... ---_..........--.
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TABLE 24. - INDEX OF THE PHYSICAL VOLUME OF J\11 NING
AND QUARRYfNG PRODUCTION (Concluded)

1976-1978

(1972= 100)

Per Cent Change

I t e m 1976 1977 1978e !
1977 1978

238.1 255.1 265.3 7.1 4.0
172.4 825.3 723.8 378.5 -12.3

60,750.0 48,658.3 29,191.7 - 19.9 -40.0

1.0 6.6
135.5 -10.6

Zinc1! - .. -,
Manganese .
Lead .

Non-Metallic Mining
and Quarrying .
Coal mining .
Stone Quarrying,

clay and sand
pits21 .

Other non-metallic
mining and quar-
rying '"

114.6
310.6

125.7

92.4

315.8
731.4

123.7

84.0

123.4
804.6

125.2

97.8

1.6

9.1

1.2

16.4

11 In concentrate.
2! Applicable for annual data only. Monthly/quarterly figu re s not available.
SOURCE OF BASIC DATA: Bureau or Mines.

c. Manufacturing

Manufacturing production continued to expand by 4.9 per
cent in 1978, slightly higher than the 3.4 per cent obtained in
1977. This was attributed partly to the sector's increasing sales
in the foreign markets. As a result of the government's drive
to increase the value-added content of Philippine products, non
traditional manufactured exports fared well to make up for the
lackluster performance of some of the country's top exports.
mostly agricultural. This year, manufacturing's share of total
exports grew from about 20 per cent in 1977 to around 30 per
cent, thus contributing to the overall growth of exports during
the period. Meanwhile, gross sales of the various manufacturing
industries which increased by 12.3 per cent showed a general up
trend notably for food, chemicals and paper products.

The heavily.weighted food, beverages and tobacco group
posted a 5.4 per cent increase in output, up from the 4.4 per
cent increase in 1977. The decelerated expansion in beverages
production of 7.4 per cent as compared to the prior year's gain
of 20.6 per cent, was offset by the hike in processed food and
tobacco manufactures.

The chemicals, petroleum, coal, rubber and plastic products
group moved up by 6.1 per cent, almost twice the gain regis
tered in 1977. This uptrend was influenced mainly bv the 17.~
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per cent higher turn-out of petroleum refineries and the 10.0 per
cent increase in rubber product manufactures both of which suf
fered production cutbacks in 1977.

Output of the textile, wearing apparel and leather group
slowed down with a 2.7 per cent growth rate in comparison with
the previous year's gain of 10.7 per cent due partly to unfavor
able developments in export markets. The imposition of restric
tive quotas by the EEC had a restraining effect on the imports
of garments. Only the recovery in footwear manufactures from
a slump of 7.2 per cent in 1977 to a 1.9 per cent increase and
the sustained expansion in textiles production helped push the
industry growth for the year.

Among the less-weighted industry groups, significant reco
veries also occurred in the production of paper and paper prod
ucts, printing and publishing and non-metallic mineral products,
except products of petroleum and coal. While both industries
each experienced an identical production cutback of 4.9 per cent
in 1977, the former posted an increase of 9.2 per cent while the
latter attained a growth rate of 6.5 per cent. The reversal re
corded by the paper industry came about as a result of the at
tainment of a near-lOO per cent operating capacity by the coun
try's largest paper manufacturer with the addition of a 24 mega
watt power plant to its existing facilities.

Meanwhile, wood and wood products, including furniture
raised their 1977 growth gain of 3.3 per cent to 4.7 per cent.
brought about by the recovery in output of furniture and fix
tures. In addition, the slight increase in wood, particularly ply
wood and cork manufactures as a direct offshoot of their con
tinuous exportation further sustained the industry's growth in
1978.

Basic metal industries registered a slower growth rate of 3.9
per cent compared to the previous year's 4.2 per cent on ac
count wholly of iron and steel products. Other manufactures
continued their growth at 4.9 per cent as demand for Philippine
toys increased during the year following the country's success
ful participation in the International Toy Fair in West Germany
late in 1977.

~;LE-;~ .,.-- INDEX OF THE PH~SICA~-~OLUME OF
PRODFCTION IN MANUFACTURING, 1976-1978

(1972:100)

Per Cent Change

Industry 1976 1977 1978p/
J977 1978

MANUFACTURING ,. 116.4 120.4 J26.3 3.4 4.9
Food, beverages & to-

bacco ..... -.-----_...... -....--_..-- 112.4 117.4 123.7 4.4 54
Flood manufacturing .... 113.6 115.8 12J.6 1.9 5.0
Beverage industries ...- 125.5 151.4 162.6 20.6 7.4
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TABLE 2':;. - INDEX OF THE PHYSICAL VOLUME OF
PRODUCTION IN MANUFACTURING, 1976·1978 (Continued)

Per Cent Change

Industry 1976 1977 197Rpl
1977 1978

Tobacco manufac-
tures , _

Chemicals & chemical,
petroleum, coal, rub

bel' & plastic prod-
ucts _. .

Industrial chemicals .
Other chemical prod-

ucts ..._. ......__. _
Petroleum refineries .
Miscellaneous prod

ucts of petroleum
and coal ..,,_. .

Rubber products -.
Plastic products .,_

Textile, wearing appar
el and leather indus-

tries -._ _..._
Textiles .. -. .--.
Wearing apparel, ex-

cept footwear __ -. .. __
Leather & products

of leather, leather
substitute & fur, ex
cept footwear and
wearing apparel

Footwear, except vul
canized or moulded
rubber or plastic
footwear .- .-_.... _.

Fabricated metal prod
ucts, machinery &
equipment _,,_ .. -.: ........__ ..
Fabricated metal prod-

ucts, except rna
chinery and equip-
ment ",, ... ..

Mac!,inery except elec-
trical -._. .... _

Electrical machinery,
apparatus & appli-
ances .... ..._. .__ ..

Transport equipment _
Professional and

scientific and mea
suring and control
ling equipment not
elsewhere classified.
and of photograph
ic and optical
goods .

Paper & paper products.
printing & publishing ..
Paper & paper prod-

ucts _.

88.6

94.7
99.7

91.9
106.1

40.4
96.6
65.6

128.3
106.8

163.6

86.2

162.8

136.0

137.5

132.4

122.0
147.7

96.2

119.9

113.8

[SO]

97_6
113.6

104.2
96.6

52.3
77.1
85.4

142.0
120.8

171.3

97.3

151.1

131_6

135.7

137.7

113.2
150.3

43.3

114.0

120.9

89.4

103.6
125.1

101.2
113.8

64.3
84.8
86.8

145.8
121.0

180.4

95.1

154.0

131.8

137.7

137.8

112.0
148.7

48.1

124.5

130.4

-- 2.3 3.2

3.1 6.1
13.9 10.1

13.4 -29
- 9.0 17 8

29.5 22.9
-20.2 10.0

30.2 1.6

10.7 2.7
13.1 0.2

4.7 J.3

12.9 -2.3

- 7.2 1.9

- 32 0.2

- 1.3 1.5

4.0 0.1

- 7.2 -11
1.8 -1.1

-55.0 11.1

- 4.9 9.2

6.2 7.8



TABLE 25. - INDEX OF THE PHYSICAL VOLUME OF
PRODUCTION INMANUFACl1mlNG, 1976-1978 (Concluded)

Per Cent Chanp

Industry 1976 1977 1978p/
1977 1978

Printing, publishing
124.0 107.6and allied products .. 119.1 -13.2 10.7

Wood & wood products,
109.8 113.4 118.7 3.3including furniture ..-.-' 4.7

Wood & wood & cork
products, except fur-

90.3 102.4 108.3 13.4 5.8niture -~--'...~--.._..........~...
Furniture & fixtures

except primarily of
154.1 138.4 142.3 2.8metal .... r.r.______~_···········& -10.2

Non-metallic mineral
products, except prod-
ucts of petroleum

115.5 109.8and coal --------_. __..........-..- 116.9 - 4.9 6.5
Pottery, china &

273.9earthenware 218.2 211.6 -20.3 -3.0
Glass & glass prod-

ucts ····················-·······rr.. 86.6 86.8 93.3 0.2 7.5
Other non-metallic

mineral products ... 118.2 113.4 121.8 - 4.1 7.4
Basic metal industries_.. 190.8 198.8 206.5 4.2 3.9
Other manufacturing

industries ........................ 75.2 92.6 97.1 23.1 4.9
SOURCBS OF BASIC DATA: Sample finns.

d. Construction

Private building construction in the City of Manila witnessed
further cutbacks in 1978-with both volume and value falling
sharply below 1977 levels. Among others, this was attributed
to the marked increase in the cost of construction materials and
the difficulty in complying with the additional requirements re
sulting from the implementation of the New Building Code.

Totalling 1,736, the number of building permits issued duro
ing 1978 was less by 17.8 per cent. The corresponding value
amounting to P504.2 million dropped by 27.5 per cent after in
creasing by 50 per cent in 1977. All types of construction, in
particular, the non-residential sector, experienced slumps during
the period.

Private residential construction decreased by 15.5 per cent
in number of units and followed by 34.6 per cent in value. The
non-residential sector-comprising more than half of the ag
gregate value-fell by 27.3 per cent following a 17.8 per cent
decrease in number of buildings. The contraction was heaviest
in the commercial and industrial categories which more than off
set the recovery in the institutional type of construction.

Compared to 1977, the addition, alteration and repair group,
likewise, slowed down by more than 18 per cent in both volume
and value.
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T:.l.ELE 26. - PERMIT VALUATION OF PRIVATE BUILDING CONSTRUCTION:
BY TYPE IN THE CITY OF MA)[ILA, 1976·1978

(Value in pesos)

Per Cent Change
1976 1977 1978 --~--

Type of construction 1977 I 1978
i--

INumber Value Number Value Number Value Number Value Number Value

TO TAL ............. ___ ............ 2,320 463,661,%8 2,1l1 695,504,330 1,736 50422S.854 9.0 50.0 17.8 - 27.5
~----=---=---=-'-=-=::...=

Residential L •• 4 __ •• __ ~. __ .~4 ••• ~._._._~_ • 433 108.102,396 420 166,240,387 355 108,749,497 3.0 53.8 15.5 - 34.6
....,
l.1I Non-residential 240 257,620.999 287 403,137.265 236 292,903,665 19.6 56.5 17.8 - 27.3N .~ .._---........ ------.
"-I

Commercial ..._.._._--~.- --~---.- -.. 140 161,390,548 145 320,750,678 107 192,963,668 3.6 98.7 - 26.2 - 39.8

Industrial & public
utilityl/ .~4 __ ._._ •••• ~~. ___ •• _____ •• 9 17,944,132 19 24,824,830 5 5)07,580 111.1 38.3 - 73.7 - 79.4

Institutionalt/ 18 38,022,358 .. 5,357,305 13 20,617A98 - 77.8 -85.9 225.0 284.8_.L ___ .L._~. _.... _._ .• ..
Othersv ~.r4~ ••• ~ ••••••••••• w ••• 73 40,263,961 119 52,204,452 III 74,214,919 63.0 29.7 6.7 422

Addition, alteration &
& repair .. ~..... ~~-.- ......... ~- 1,647 97,938,573 1.404 126,126.678 l,l45 102,572,692 14.8 28.8 18.4 - 18.7

II Inclus;ve of factories. warehouses and plants,
2/ Inclusive of recreational, social, educational, charitable. religious, medical and other similar institutions.
3/ Inclusive of buildings not classified elsewhere,

SOURCE 0[<' BASI!; DATA: Department of Engineering and Public Works. City Engineer-s Office, .'.'m.ira,



e. Real Estate

Real estate transactions in the City of Manila and in the
Other Cities-Quezon and Pasay-improved appreciably during
the first eleven months of 1978 compared to the same period in
1977.

The combined volume of sales reached 9,448 increasing by
21.7 per cent against the 3.2 per cent gain registered in the pre
vious year. However, valuewise, sales aggregated P805.5 million
in 1978 exceeding the year-ago level by only 17.4 per cent com
pared with the 22.1 per cent growth registered in 1977. In the
Manila area, real estate deals reaching 2,405 or 25.4 per cent of the
over-all, increased at a higher rate of 25.7 per cent despite a
bigger drop of 33.5 per cent in corresponding value. An equally
substantial improvement (23.1 per cent) was observed in tran
sactions for Quezon City which garnered almost 70 per cent of
the total sales volume and more than four-fifths of the aggre
gate value; this accounted solely for the increase of 20.3 per
cent for Other Cities as Pasay showed a downward trend. (Ca
loocan has yet to report its transactions for the last three years.)
The numerous sales involving small-scale deals in Manila re
flected the limited supply and high prices of lots while larg
er and less expensive lots influenced the continuous movement
of dwellers towards the suburbs particularly in Quezon City.

Total mortgages reached 8,053 in the 1978 period improv
ing further by 17.9 per cent, following the big upsurge of 60.4
per cent registered a year ago. The corresponding value went
up by 31.8 per cent compared with the 40.2 per cent attained in
the same period in 1977. Unlike their sales performance, Other
Cities recorded bigger mortgage transactions than Manila. Again
Quezon City-representing more than nine-tenths of the total reo
gistered during the first eleven months of 1978-1ed the uptrend
by 29.5 per cent in volume and 36.2 per cent in value.

f. Electricity

Production and sales of electric power by the Manila Elec
tric Co. showed lower rates of growth during the first nine
months of 1978, as compared to the corresponding period in
1977. Power output amount to 6,396.0 million k.w.h.; increasing
by 6.8 per cent or only about half of the previous year's rate,
owing largely to the results of the Energy Conservation Move
ment (ENERCON). On the other hand, the volume and value
of power sales each went up by 7 per cent to 5,506.1 million
k.w.h. and P1,707.4 million, respectively.



TABLE 27. - REAL ESTATE SALES AND MORTGAGES IN MANILA
AND OTHER CITIES

January-Novern ber, 1976-1 l!78

(Value: inl\'li!lion Pesos)

1977

January-November
Per Cen t Change

Janua ry -)Iovcmher

T t e m 1976 I 1977 1978

Number I valu~--'I Number I Val'=:-- Number I Value
• iINumber I Value

! 1978
-I -
! Number I Value

,....,
U'I...........,

SALES .-_.-~ .. -_._-~'."" ... 7524 .'i61.9 7.766 686.3 9,448 805.5 1.1 22.1 21.7 17.4

Manila --" ..............-.... - ---.- .... _- ..... --.... _- .......... 1,602 167.1 1.91.~ 148.1 2,40'i 9~.'i 19.4 -JLl 25.7 -33..~
--

Other Cities .. ----.._----- 5,922 394.8 5.553 :;3~.2 7041 707\! - 1.2 3tl.3 20.3 31.4

Caloocan City .._-".-'--- --... _-_ .... - ..-.- .........

Pasav City .. -.-- ... ---.- ..-- -.-.. _- ........_---....... 421 41.4 490 66.7 442 4(..2 [:'.4 61.1 - 9.8 -30.7
Quezon City ... ---.--..... -.... 5,501 353.4 5,363 471.5 6,601 6608 -- 2.5 23.4 23.1 40.1

MORTGAGES .. -' ----.. ------...... 425~ 766.4 6,828 1.074.7 8,,'113 1.4160 604 40.2 17.9 31.8

Manila .. ' --.~._-- 736 307..'i 3,034 382.7 3.207 36~9 311.2 24.5 5.7 - 5.2

Other Cities 3.522 4<;8.9 3,794 692.0 4,846 1,053.1 7.7 50.8 27.7 52.2

Caloocan City ......... -....._---.......

Pasav City ... -._-.-......... 266 49.3 361 78.9 400 218.1 35.7 60.(1 iDS 176.4
Quezon City -.".--- -_....... _-.~... 3,256 409.6 3,433 613.1 4446 8FO SA 49.7 29.5 36.2

SOURCES OF Ro!lSIC D}.f.'!.: Manila Board Realtors and Quezon City Hall



;r'/ TABLE 28. - PRODUCTION AND SALES OF ELECTRICITY

January - September, 1976-1978

(Value in Thousand Pesos)

Jannan' September

I t e ill 1976

000 KWH Value

1977

000 KWH Value

Per Cent Change

January-September

1978 1977 1978

000 KWH Value 000 KWH I Value 000 KWH' Value

,...., Production ......... -.......... _- ..---_......... -.... 5.331.057 5,988,168 Ii 395,971 12.3 6.8Ul
Ul......

Sales .. __. __ ................._____ ...... __ .... _....._...... 4,618,140 1.381,295 5,140,870 1,582,356 5,506,143 1,707,353 11.3 14.6 7.1 7.9

Residential ...... --..-................._-... 1,095,934 253,086 1,208,595 286,421 1,337,201 320,069 10.3 132 10.6 11.7

Commercial .................................. 1,411,803 473,696 1,619,821 S54748 1,742,959 608,022 14.7 17.1 7.6 9.6

Industrial ---.- •• - •• - ••+ •••••• -.~ ••••••• , - ••• 1.884,706 579,790 2,06t.595 648,819 2,217,885 711.485 9.4 11.9 7.6 9,7

Public Streets 35,026 7,087 37,216 7,490 37,502 7.677 6.3 ~~ 0.8 2.5................--_....._-- ~.I

Sale for Resale .............-.---- '.'- 190/i!1 52.749 213,643 60.992 170,596 50,521 12.0 15.6 -20.1 -17.2

Fuel Cost Adjustment .-.--_.... 14.887 23.886 9.579 60.4 -59.9

1 SOURCE OF BASIC DATA: Manila electric Company (MERALCO)



Reflective of subdivision owners' compliance with develop.
ment commitments including electrical installations as required
by the government, residential usage reached 1,337.2 million
k.w.h. valued at P320.1 million for the biggest incremental rates
of 10.6 per cent and 11.7 per cent, respectively. In addition, the
shift to electricity prompted by the temporary shortage of cook
ing gas at the close of the year, contributed to the rise in con
sumption.

The increase in commercial sales of electricity in 1978 was
lower than in 1977. Commercial firms consumed only 1,743.0
million k.w.h., up by 7.6 per cent with a corresponding' value of
P608.0 million, or up by 9.6 per cent. Also expanding by 7.6 per
cent, industrial power usage aggregated 2,217.9 million k.w.h. and
valued at P771.5 million which accounted for 40 per cent of to
tal sales. The intensified use of power was due largely to
stepped·upproduction in response to improving foreign as well
as domestic markets for local manufactures.

Public street lighting slowed down fractionallv on power
usage while that of sale for resale cut down substantially on
power consumption.

In 1978 the fuel-cost-adjustment dropped by 59.9 per cent
to P9.6 million as price differences in crude oil purchases soft
ened.

g- Transportation

L Philippine National Railways

The performance of the Philippine National Railways during
the first six months of 1878 was adversely affected by the three
week suspension that occurred along the north rail route as it
gave way to the completion of a major flood control project in
the area.

Rail passengers aggregated 5.5 million during the first half
of 1978 as against 6.8 million booked in the 1977 period or a drop
of 19.0 per cent. Nonetheless, total receipts reached P26.3 mil
lion to exceed the year-ago level by 0.3 per cent. As in Januarv
June 1977, first class passengers decreased from the previous
year's level although by only 2.8 per cent in 1978 while third
class passengers absorbing 95 per cent of total bookings suf
fered a 19.3 per cent downturn during the same period.

Freight and express cargoes handled weighed ]20.4 thou
sand metric tons or a decrease of 11.8 per cent from the pre
vious year's record. Freight tonnages accounted for the bigger
hulk of 98.9 thousand metric tons with the express loads shar
ing 21.5 thousand metric tons. The corresponding gross receipts
contracted by ]2.8 per cent or nearly twice the decline in 1977
to f"5.4 million.
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np~. - NUMBER OF PASSENGERS CARRIED AND TOTAL RECEIPTS, PNR
January-June, 1976-1978

(Receipts in Pesos)

January-June
Per Cent Change

January-June

TOT A L .4,342,850 28,044.70556 6,819,724 ,26,251,324.45 5,524,299 26,340,42.H)()
First Class _ 167,021 5,719,389.83 127,279 5,320,930.95 123,652 5,209,314.55
Third class .4,175,823 22,325,315.79 6,692,445 20,930,393.50 5,400,647 21,131,108.45

SOURCE OF BASIC DATA: Philippine National Railways.

1978
No. of I

f
Receipt

persons

,....
!S.....

I t e m

No. of
persons

1976

Receipt No. of
persons

1977

Receipt No. of
persons

1978

Receipt

1977
No. of

Receipt
persons

57.0 -6.4
-23.8 -7.0

60.3 -61

-19.0
- 2.8
-19.3

0.3
-2.1

1.0

TABLE 30 - NET TONNAGE AND GROSS RECEIPTS FOR FREIGHT
AND EXPRESS, PNR

January - June 1976-1978
(Gross receipts in pesos; Net tonnage in metric tons)

TOT A L 15R.623 6,687.581.74 13(,.634. ~

Freight . ... 126,312 3,355,401.24 111,207
Express ,............ 32,311 3,332,181.50 25,427

SOURCE OF BASIC DA1A: Philippine Nationa1 Railways

J anuary-June

I t e m

Net
tonnage

1976

Gross
receipt

Net
tonnage

1977
Gross

receipt

6,251,603.05. .

3,603,08(1.76
2.648.522.29

Per Cent Change

January-June

1978 1977 1978

Net Gross Net Gross Net I Gross
tonnage receipt tonnage receipt tonnage receipt

120,445 5,45t82595. -13.9 -6.5 -11.8 -12.8
98,903 3,273,592.74 -12.0 7.4 -ILl - 9.1
21,542 2,178,233.21 -21.3 -20.5 -15.3 -t7.8



TABLE 31. - tNTERNATTO"J"AL SHIPPING MOVEMENT
AT THE PORT OF MANILA, 1976·1978

(Net Tonnage; In Metric Tons)

Per Cent Change

I t e m 1976 1977 1978
1977 1978

Entered;

No. of vessels ---" 2,589 2,700 2,850 4.3 5.6
Net tonnage 10,499,721 10,578,483 11,302,230 0.8 6.8

Cleared:

No. of vessels 2,686 2.697 2,804 0.4 4.0
Net tonnage -----_. 10,411,238 10,445,850 11.546.248 OJ 10-5

SOURCE OF DASIC DATA: Bureau of Customs

ii. International Shipping Movement

Brisker movement of bigger vessels characterized interna
tional maritime activities in the Port of Manila in 1978.

The marked upturn in imports during the year as well as
the impending hike in freight rates were reflected in the great
er number of vessel entries which aggregated 2,850 or an in
crease of 5.6 per cent as compared to the 4.3 per cent registered
in 1977. Consequently, heavier tonnages marked the correspond
ing weights resulting in a 6.8 per cent increment or more than
eight times the gain obtained a year ago.

With overstaying vessels limited to a minimum, vessel clear
ances picked up by 4 per cent, ten times the 1977 rate, to 2,804.
This was accompanied by a net tonnage of 11.5 million metric
tons or 10.5 per cent more than the previous year's weight.

2. EMPLOYMENT, WAGES AND GROSS SALES

a. Employment

The index (1972= 100) on employment for ]978 moved
up at a slower rate of 2.2 percent compared to the 45
per cent gain a year ago. The slowdown came mostly from a
further cutback of 17 per cent in the employed force of the con
struction industry. During the period, there was a slackening in
private building activity even as an expansion was noted in gov
ernment projects and foreign contracts especially in the Middle
East. With the completion of one major mining project and
the mass layoff in certain mining firms which closed down fol-
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lowing the enforcement of government pollution regulations.
employment in mining and quarrying experienced a downturn
of 7.4 per cent in 1978.
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On the other hand, the other industry groups exhibited con
tinued uptrends. With the increasing demand for power and wa
ter services, employment in electricity, gas and water improved
by a high 13.3 per cent as compared to 2.6 per cent in 1977.
Likewise, the transport sector augmented its work force by a
bigger 7.6 per cent while brisker activity in land development
contributed to the increased employment of the financing group
by 4.3 per cent. Following similar trends, personal services went
up by 3.7 per cent due primarily to the continued expansion of
the hotel and restaurant industry.

Meanwhile. the agricultural, manufacturing and wholesale
and retail sectors employed more workers during the year but at
decelerated rates compared with those for 1977.
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/TABlE 32. - EMPLOYMENT INDEX BY INDUSTRY DIVISION
1976----1978

(1972:=:100)

Per Cent Change

Industry Division 19i6 1977 1978
1977 1978

ALL ITEMS ---.---.---.,...~~--.- .-... 120.8 126.2 129.0 4.5 2.2

Agriculture, etc. --_........... 108.2 116.3 118.5 7.5 1.9

Mining & quarrying .__..... 109.1 122.8 113.7 12.6 -7.4

Manufacturing ---_............ 130.0 136.4 ]42.1 4.9 4.2

Electricity, gas & wa-
ter .., ...__._----------.......~-------~ 185.1 189.9 215.1 2.6 113

Construction _______•••••••• ~. ·w. 211.9 202.9 167.7 - 4.2 - 17.3

Wholesale & retail
trade ---.'------ .......------------... 115.6 123.5 129.7 6.8 5.0

Transport, storage &
communication ....".,,---- 100.9 102.2 110.0 1.3 76

Financing, insurance
real estate -:~ busi-'
ness services ...__ .- .." ..,._- 126.2 129.5 135.1 2.6 43

Community, social &
personal services .~_•.._-- 11.5 114.4 118.6 2.6 3.7

SOURCES OF BASIC DATA'

b. Wages

Sample establishments.

The average daily money wage rates for both skilled and
unskilled laborers in Manila and suburbs in 1978 improved fur
ther by 12.3 per cent and 4.1 per cent, respectively. These were
attributable mainly to the recent across-the-board adjustment in
the minimum wage effective July 1, 1978, greater overtime pays
as well as to the continued grant of monthly emergency al
lowance to wage earners.

In real terms, money wages of skilled laborers were up by
4.4 per cent, an increase of 2.0 percentage points over the com
parable rate in 1977. On the other hand, the real wages of their
unskilled counterparts declined further by 2.8 per cent in 1978
mainly as a result of higher prices which at the consumer level,
increased by 7.3 per cent during the period.
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~-33. - WAGE RATES OF ,LABORERS IN INDUSTRIAL
:~ ESTABLISHMENTS IN MANILA AND SUBURBS '

t916-78

(1972=100)

Per Cent Chanit'

Wage Rates

MONEY WAGE RATES:

1976 1977 1978
1977 1978

Skilled laborers ..,_ '"

Unskilled laborers ---- __ '"

REAL WAGE RATES:

124.4

126.2

137.5

132.9

154.4

138.4

10.5

5.3

123

4.1

Skilled laborers " .__.. _..

Unskilled laborers

712

72.3

72.9

70.4

76.1 2.4 44

68.4 - 2.6 - 2.8

SOURCE OF BASIC DATA: Private fir.ms.

c. Earnings

The average monthly earnings of both salaried employees
and wage earners went up further notwithstanding inflationary
trends in 1978. Salaried employees gained by a substantial 17.4
per cent (1972= 100). three times that of a year ago. while wage
earners showed a 13.5 per cent improvement compared to the
minimal gain of 0.7 per cent in 1977.

, Mainly responsible for these appreciable gains in earnings
were the monthly emergency allowance granted since mid-1977,
minimum wage adjustment effective July 1. 1978. salary increas
es in various private and public establishments as well as the
occasional overtime pays and night differentials.

Salaried employees in eight out of nine covered industries
enjoyed bigger take-home pays during the period. Induced by
increased banking and land development activities. the finan
cing group posted the highest increment of 27.5 per cent. Mean
while, the agricultural sector. still in the course of a recovery
since the third quarter of 1978, came up from the slump in
1977 with a creditable 22.2 per cent. This substantial reversal
in agricultural earnings was a result mainly of expanded logging
operations as well as increased demand for agricultural export
crops following the price recovery in the world market.

[6U



TABLE 34. - AVERAGE MONTHLY EARNINGS INDEX OF
SALARIED EMPLOYEES, BY INDUSTRY DIVISION

1976-1978
(l972=100)

Per Cent Chan&\,

Industry Division 1976 1977 1978
1977 1978

ALL WORKERS ................ 151.6 158.8 186.5 4.8 ]7.4

Agriculture, etc, ---~----~ -. 140.2 ]29.1 157.7 -7.9 222
Mining & quarrying ...... 125.6 138.8 164.9 10.5 18.8
Manufacturing ............... 155.4 175.4 ]90.6 12.9 8.7
Electricity, gas &

water ~--_...._-----~-_ ....... -... 227.8 251.9 283.4 10.6 ]2.5
Construction --.--------~_..._. 188.6 168.5 168.4 -10.2 - 0.1
Wholesale & retail

trade ..........-.--.- .... -.-------. 163.1 177.2 216.3 8.7 22.1
Transport, storage &

communication .......... 182.8 174.0 181.5 (4.8) 43
Financing, insurance,

real estate & busi-
ness services 167.0 202.1 257.6 21.0 275

Community, social &
personal services ___ or 122.0 129.0 146.1 5.7 13.3

SOURCE OF BASIC DATA; Sample establishments.

----~E 35. AVERAGE MONTHLY INDEX WAGE EARNERS.
BY INDUSTRY DIVISION

1976-1978
(1972=100)

Per Cent Chanll'"

Industry Division 1976 1977 1978
1977 1978

ALL WORKERS ................ 143.8 144.8 164.4 0.7 13.5

Agriculture, etc. 146.8 121.6 135.2 (l7.2) 11.2
Mining & quarrying .... 157.9 204.6 223.8 29.6 94
Manufacturing ............... 155.6 162.7 195.6 4.6 20.2
Electricity, gas &

water ________ A_& _________________ 128.9 125.7 115.7 (2.5) (8m
Construction ------------------ 158.3 183.4 205.2 15.9 11.9
Wholesale & retail

trade .............................. 119.1 125.1 135.9 5.0 8.6
Transport, storage &

communication .......... 165.6 180.1 223.5 8.8 24.1
Financing, insurance,

real estate & busi-
ness services 157.5 189.3 212.4 202 12.2

Community, social &
personal services ..... 120.9 117.1 131.2 (3.1) 12.()

SOURCE OF BASIC DATA: Sample establishments.
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Similarly, wage earners in all industries registered further
increases in earnings except for electricity where workers' total
eamings for the year dropped anew by 8.0 per cent. The
higher receipts obtained by the transport sector as well as
the increase in outward shipping activity in the port of Manila
were reflected in improved earnings of laborers engaged in trans
port, storage and communication by 24.1 per cent. Other im
provements of the group during the period ranged from 8.6 per
cent (wholesale & retail trade) to 20.2 per cent (manufacturing).

d. Gross Sales

Reflecting the effects of brisker trading activities and higher
prices the gross sales index for 1978 stood at 296.1 (1972= 100)
for an appreciable gain of 16.1 per cent, twice that of 1977.

The highest sales expansion was recorded by the services
group which grew by 24.4 per cent following a 3.2 per cent set
back in the previous year. Higher hotel and restaurant receipts
during the latter part of 1978 as well as the increase in educa
tional and rental cost in the middle of the year supported this
growth.

Likewise, the transport, storage and communication sector
bounced back from a slump of 3.9 per cent to an 8.2 per cent
gain. As wholesale prices rose by 6.8 per cent and retail prices
by 6.1 per cent, gross receipts of wholesalers and retailers con
tinued to expand with an accelerated growth rate of 17.9 per
cent. Higher prices of mineral and medicinal products as well as
higher disposable income ftom the export sector accounted
much for the high sales performance of this group.

}'.ABrJf·36. - GROSS SALES AND/OR RECEIPTS INDEX

(/ BY INDUSTRY DIVISION
1976·1978

(1972=100)

Per Cent Change

Industry Division 1976 1977 1978
1977 1978

ALL ITEMS .. ___ .......___........ 236.0 255.0 296.1 8.1 16.1

Manufacturing .__ .......... 252.4 2882 373.6 14.2 12.3
Electricity, gas &

15.9water ....~~...-~_...~............ 348.8 389.6 451.6 11.7
Wholesale & retail

trade ....---.---_................ 274.9 303.3 357.6 10.3 179
Transport, storage &

cornrmrnicatlon 212;1 203.9 220.6 (3.9) 8.2
Community, social &

175.2 211.0 (3.2) 24.4personal services ...... 169.6

SOURCE 011 BASIC DATA: Sample establism-nts
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Similarly, electricity, gas and water moved further from an
increase of 11.7 per cent in 1977 to 15.9 per cent in 1978 despite
the slowdown recorded in total power production during the
year. This came about due to the average increases toward the
latter part of the year of 11 per cent in power rates (NPC) and 74
per cent in water rates which were aimed not onlv to improve
the sector's service but also to discourage wasteful consump
tion. The manufacturing sector also contributed to the overall
gain although at a decelerated growth rate of 12.3 per cent COIll

ing mostly from food. chemicals and paper.

D. DEVELOPMENTS IN THE EXTERNAL SECTOR

1. rOREIGN EXCHANGE POLICY

In 1978 the Central Bank's foreign exchange policy contin
ued to be directed at improving the country's external payments
position and lending support to domestic economic and linancinl
activities. The promotion of exports by revising export-related
procedures and documentation and the facilitation of specific
short-term foreign borrowings by export-oriented enterprises re
flected efforts to strengthen the nation's foreign trade perform
ance. The liberal policy on foreign investments was maintained.
Foreign firms that failed to meet the prescribed debt-to-equity
ratio were allowed to acquire certificates for peso loans subject
to certain conditions designed basically to encourage capital ade
quacy in these firms. Other official actions taken sought to de-

_lineatc special lending operations under the Central Bank's con
solidated foreign borrowings program, provide ceilings on inter
est spreads for various types of foreign borrowings and con
tinue the liberalization of import restrictions. These and
other measures were embodied in various circulars and memo
randa issued during the year, the more significant of which were
the following:

1. Authorized agent banks were required to adopt the Re
vised Rules and Regulations on the processing of exportation pa
pers which were designed to simplify export procedures and
standardize related documentation in accordance with Presiden
tial Decree 930 issued on May 16, 1976. (MAAB No. 12 dated Jan
uary 27, 1978).

2. Foreign firms whose total debt-to-equity ratio had ex
ceeded the prescribed ratio even after being given time to meet
such ratio were allowed to acquire certificates for peso borrow
ings provided they had not declared/distributed dividends or
profits and/or partially withdrawn capital after July 1, 1978 and
had committed themselves not to do so during the validity of the
certification or until such time when the prescribed ratio had
been attained. (Circular No. 616 dated July 5, 1978). Prior to
this, Circular No. 601 (dated March 3t, 1978) was issued provid
ing sanctions under R.A. 265 for violations of Circular No. 572
and the Guidelines on domestic borrowings of foreign firms.
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3. Prior Central Bank approval ceased to be required for
.short-term loans or foreign cun:ency deposit units and offshore
banking units to Central BaDk"Certmed ex.port-oriented and/or
BOI.registered enterprisesundes the Export Incentives Act that
would be needed to meet curnmt pre-export financing require
ments and/or importation of raw materials, supplies and spare
parts subject to the conditions stipulated in Circular No. 641
dated November 20, 1978.

4. Under Circular No. 6f11 (April 19, 1978), foreign credits
of the Central Bank under its consolidated foreign borrowings
program would be placed in • special fund. Lending operations
under this fund would be governed by the guidelines contained
in the said circular that covered such matters as eligible bor
rowers and purposes of loans, repayment periods, interest rates,
various types of fees, currency of lending and repayment, credit
risk and collateral requirements.

5. Ceilings were established on interest spreads for different
classifications of foreign borrowings in an attempt to align in
terest rates for such credits with those prevailing in interna
tional capital markets or those charged by international financial
institutions. (Circular No. 595 dated February 3, 1978).

6. To facilitate the inflow of foreign exchange arising from
the exportation of labor which had recently become an impor
tant source of foreign currency earnings, firms engaged in the re
cruitment, placement or hiring of Filipino workers for overseas
employment were allowed to qualify as special authorized for
eign exchange dealers of the Central Bank. (Circular No. 642
dated December 18, 1978).

7. Other circulars and memoranda issued during the year
were aimed at continued liberalization of restrictions on com
modity imports; use of the Philippine Standard Commodity Clas
sification, an improved system integrating all classification sys
tems previously used in the country, including international
trade classifications and further streamlining of the operations
of foreign currency deposit units.

2. BALANCE OF PAYMENTS

/a. Overall

In 1978, the country's balance of payments registered an
overall deficit of $54 million. reversing the $164 million surplus
posted a year ago. Imports grew at a much faster rate than ex
ports and by year-end, the trade deficit was $1,307 million, more
than half a billion dollars greater than the 1977 trade gap. Posi
tive developments in some services accounts, transfers and ca
pital movements, however, served. to greatly reduce the impact
of the trade deficit on the overall payments position.

Reflecting an improvement of 8.7 per cent over the previous
year's level, exports were valued at $3,425 million in 1978. Much
of this increase was attributable to higher earnings from coco-



nut oil, lumber and two non-traditional commodities; semi-con
ductor devices and iron ore agglomerates both of which were
.included, for the first time, in the list of ten principal exports.
Other non-traditional exports, both manufactured and unmanu
factured also expanded significantly, an indication of growing
foreign demand for these products. Developments in other corn
rnodities, however, were not as favorable. Overproduction in
many countries and industry lobbies for protection in the United
States depressed demand for Philippine sugar; earnings from this

... commodity dropped to considerably less than half the earnings
in 1977. Lower proceeds from copper concentrates, desiccated
coconut, and nickel held down further the growth in exports.

The direction of commodity exports remained essentially
the same as in previous years more than SO per cent of their
total value was attributed to the U.s. and Japanese markets.
Other major outlets were the European Economic Community
and the ESCAP region. Meanwhile, exports to communist and
socialist countries went down substantiallv as sales of coconut
oil, copper and sugar to the USSR and thePROC reflected down
ward trends.

Imports increased by a considerable 20.9 per cent over their
1977 level to $4,732 million this year. On the whole, the rise in
total import value was the offshoot of a relatively sizeable ex
pansion in quantities purchased and a modest rise in prices.
More than one-fifth of aggregate imports was in the form of
mineral fuels, lubricants and related materials whose value
reached over a billion dollars during the year. Other major im
ports that exhibited significant rates of growth were transport
equipment, particularly the requirements of the local car and
truck manufacturing programs; electric machinery, apparatus
and appliances as well as chemical elements and compounds.
Classified by end-user, about 93.8 per cent of total imports were
producer goods, particularly semi-processed and unprocessed
raw materials; consumer products accounted for only 6.2 per cent
of the aggregate value. The principal sources of the country's
imports were Japan, the U.S., Europe and the Middle East.

The net terms of trade showed a 6.4 per cent improvement
in 1978 after going down continuously in the preceding three
years, cushioning to some extent the impact of the trade deficit
Because of a slight decrease in the quantity of exports, their pur
chasing power increased by a more modest rate of 3.0 per cent.

Gains in some services accounts and private transfers par
tially offset the trade deficit. Earnings from travel, which con
tinued to be a major source of foreign exchange, amounted to
$210 million, up by 44.8 per cent from 1977. The rise in the em
ployment of Filipino workers abroad resulted in higher inward
remittances from this source, $306 million in 1978, and increases
in earnings from other services were registered. Private trans
fers also went up by 33.8 per cent to $198 million. On the other
hand, transportation and merchandise insurance showed a higher



er net outflow of $356 million•. ~d there was a decline in pen
sions from the U.S. government. As a result, the goods and. ser
vices account reflected a deficit of $1,292 million, 52.5 per cent
greater thanJ-~ corresponding -defitit a year ago.

. ------- " ,

TABLE 37. - BALANCE OF PAYMENTS OF THE PHILIPPINBS
1977 and 1978

(Millioo U.S. Dollars)

I

I t e m

A. Goods and Services
Exports, f.o.b. .. - _ ..

of which non-monetary gold ..
Imports, f.o.b - _

of which crude oil .
of which other petroleum

products .
Trade Balance ._ .
Transportation and merchan-

dise insurance - .
Travel ..__ _ _ ..
Investment Income _ .
Service rendered to U.S. Mili.

tary _ _ __ _ .
Pensions from U.S. govem-

ment .._ _"
Private Transfers .
Others -_._ __ .

Total A -- " .
B. Official Grants and LonItTerm

Capital
Reparations from Japan .
Other Grants ..__ ..
Private loans ._ ._ __ .
Official loans _ ..
Other private capital ..
Other official capital _

Total B . _ .
C. Short-term Capital and Net E....

rors & Omissions
Private short-term capita!
Official short-term capital _ .
Net Errors and Omissions .

Total C ....---_.....__ ._ ..
D. Monetization of Gold -- - ..
E. Overall Position (A thru C)
F. Monetary Movements

Net IMP Accounts , .
Central Bank Liabilities .
Special Drawing Right _
CB foreign exchange assets -

Inc (-) __ .. __ _ _
Commercial Banks foreign ex

change Assets - Inc (-) .... -.
Commercial Banks Liabilities .
Monetarv Gold ..- .

Tot<ll E ._ _ .
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1978P1

3.424.8
75.74

4.732.20
907.31

103,07
(1,307.32)

(35558)
158.75

(403.41)

71.53

85.82
197.95
260.03

(1,292.23)

28.62
217.40
616.00
161.23

1,023.25

139.70
7.84

34.78
182.32
32.32

(54.34)

33.23
17.99
651

(290.22)

(573.23)
933.98
(73.92)
54.34

1977

3.150.89
71.00

3,914.76
858.75

125.46
(763.87)

(272.15)
110.35

(320.75)

55.39

92.15
147.96
103.84

(847.08)

7.84
12.<10

133.93
51:1.'17
216.49

898.23

295.46
16.03

(198.62)
112.87

164.02

78,82
(522.04)

(8.67)

125.26

(174.70)
337.31

(164.02)



Positive developments in long-term capital movements culmi
nated in a 13.3 per cent increase in net inflows from the pre
vious year to $995 million in 1978. Over half of this was ne
gotiated by the public sector and the balance constituted private
loans. Net private loans rose from $134 million in 1977 to $217
million this year. A great part of the gross inflow was utilized
for refinancing the foreign obligations of major sectors, partic
ularly the sugar industry which suffered a significant cutback
in exports, and mining. Likewise, net official loans increased
by 16.7 per cent to $616 million following the acceleration in the
repayment of certain foreign obligations. The bulk of the gross
inflow was used for loan refinancing and the acquisition of
equipment for. infrastructure. development and the improvement
of public services. As Philippine investments abroad went up at
the same time that there was an increase in the withdrawal of
foreign capital from the country, the net inflow from other pri
vate capital transactions decreased to $161 million or by 25.5 per
cent. This inflow was nevertheless considered sizeable with most
of it being invested in manufacturing, mining and financial in
stitutions. Like in previous years, the principal sources of for
eign investments in 1978 were the U.S. and Japan. With gov
ernment grants valued at $29 million, the official grants and
long-term capital account posted a positive balance of $1,023 mil
lion, practically covering the deficit in goods and services.

Short-term capital movements reflected a net inflow of $147
million, significantly lower than the $311 million registered a
year ago. Fixed-term credits showed a net outflow and re
volving credits a higher net inflow. With errors and omissions
at positive $35 million, the overall payments position ended with
.a deficit of $54 million.

, Notwithstanding this negative balance, the country's inter
national reserve rose by $358 million from 1977 to $1,883 million
by the end of 1978. The increase was reflected in the growth in
some of the Central Bank's foreign exchange assets, particularly
<its gold holdings and various types of investments placed abroad.

rb. External Trade

Philippine trade with the rest of the world continued to
grow in 1978 but at a relatively decelerated pace. Valued at
:$8,157 million, total trade during the year expanded by 15.4 per
cent, compared to the 1977 gain of 16.8 per cent. Of the coun
'try's total trade, $4,732 million or 58.0 per cent represented im
ports while the difference of $3,425 million or 42.0 per cent
were exports.

The slower rate of growth in the country's trade this year
'was caused mainly by the slow advance of exports which grew
'by only 8.7 per cent in contrast to the sharp rise of 22.4 per
cent posted a year ago. Underlying thisdevelopment were such
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factors u iscz'ea&iDg jmJeea.....', the ......uy favonWe ..
OOIl..d.·....... m....,:-'I.. o£__ comm~1_
the ~ID Ia 8UpI' ~".'

Among the export procluctB. supr suffered the largest ihon-
falUIl wI_ by 61.5 per amt "I.CODI8qUIIlCe of the .i eDt-

, back in volume shipments. :UIWIIr the 'bltlnladonal SUpr.~
ment the quota of 1.141 JDiIUotl.'" ,tCDS .Iiped to ., 'PbP
ippiDel for the year was about 46.7 per cent lower than ...
prE I' .. ,....·sshlplllllDtI~ i~ .cports posting subaaDtial
~ in~ ~ (323 per cent). d_CCl:'"
coceut (9.1 per cent) ·ueI coacentrates (6.5 per ceot).
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r
EXTERNAL TRADE
1976-1978

TOTAL
EXPORTS

_." I

1976

/ '"

CF.O.'.value in BillionUS-.....--..... ·5.0
"1:1'0-'

,R1

.... ....0

.. 3.0

-~ 2.0

~ 1.0

o
1978

, .... tM bricJ1ktr ~'\fU, the favorable ".="an. if- CoWItI!'i', .. o1j'8XpoI'ts which !'eCOfa
coed...... _1";' Of 4!t4 ~, OIDt"~ iDcreas' by JOA
cat·t* "p::Tous 'Year.'~ ~l~rtI, nal:
ly: IeIN-coaduetor deviceI~ 'It*' ore ~tes and~
were in the list of the tell prQicipal aportS for 1978.

'fmpoI1I. CID the otIIIIt~ •.at a much fasteT .pe.c:ff •

20.9 ... - __ toeP.8 per cent ID 1""
.. .hi~ ,~ asweU .' '--',." .'. shIpments, pertiMa-
lady Of raw materia1B and· ",' .' to ..tain~
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and infrastructure projects, were noted in the country's major
imports. Significantly, only cereals and cereal preparations
among the top ten imports failed to surpass the previous year's
level.

With imports accelerating faster than exports, the trade de
ficit in 1977 of $764 million widened by $543 million or 71.1 per
cent to $1,307 million this year.

Index-wise, there was an appreciable improvement in the
country's net terms of trade by 9.2 per cent. Had it not been
for this modest rise, the trade deficit, which emanated from the
16.7 per cent upturn in volume and the 3.6 per cent rise in
price of imports and the small 3.8 per cent decrease in export
volume, could have been greater. The purchasing power of ex
ports, which was negatively affected by the dip in export volume,
expanded by 4.9 per cent to 117.3 (1972=100).

Japan and the United States remained the principal trad
ing partners of the country both accounting for roughly half
of total Philippine trade. The United States was the leading
market for the country's exports, absorbing nearly 33.2 per cent
of total exports. It was the second biggest supplier of the coun
try's import needs, delivering 21.0 per cent of total imports
On the part of Japan, it followed the United States as the top
export outlet, purchasing 23.5 per cent of total exports but was
the principal source of imports with sales representing 26.8 per
cent of aggregate imports.

Trade with the different blocs/regions were all on the
upsurge, except for the socialist & communist countries. The
decline in trade with this particular bloc was caused mainly by
the slowdown in exports to the USSR and the People's Repub
lic of China.

1. Exports

Philippine exports continued to register improvements in
1978, although at somewhat slower rates compared to the pre
vious year. The moderate economic growth in major industrial
nations was to a large extent responsible for dampening world
demand for primary commodities. Totalling $3,424.9 million,
exports rose by a modest 8.7 per cent in 1978, compared to a
sizeable 22.4 per cent in 1977. This was brought about wholly
by favorable world market prices for most of the country's prin
cipal export products even as cutbacks in shipments were re
gistered during the year.

Non-traditional exports amounting to $1,417.8 million record
ed an impressive gain of 44.0 per cent in 1978 reflecting in part,
the growing importance of these products as one of tne coun
try's principal sources of foreign exchange. Significantly, the
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three top non-traditional expo;r~sen;li-conductor devices, ir~

ore aQIomerates and banana~"iere included in the list of.~
counery's ten leading exwrt.a dUs year. Meanwhile, ea~
from traditional exports wiji~.were heavily .affected by the
slump in demand abroad fell b)l';~.7 per cent to $1,979.1 million
after dropping by 0.2 per cent m: UteTr.~ceding year. With the~
developments, the share of no~;traditJQnal exports to total ex
ports expanded to 41.1 per cenffrom 30.4 per cent in the pre
vious Jear. Conversely, the lJ!1Fe of traditional exports con
tracte to SS.O per cent from last year's 6S.2per cent.
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The list of the country's ten leading exports underwent some
changes in 1978 with iron ora agglomerates and lumber making
it to the list, displacing gold del nkkel. Among the commodt
ties listed, coconut oil, semi-c:o"ctor devices, logs, iron ore ag
glomerates, bananas, and lumb.- enjoyed a boom year while the
rest posted negative trends. AU in all, the aggregate value of the
ten leading exports reched $1,877.2 million, representing 54.8
per cent of total exports.

Coconut oil dominated this year's export performance by
replacing sugar from the num~r one position, accounting for
$620.6 million or 18.1 per cent of all exports. On an annual basis,
proceeds from the top export earner increased by 45.2 per cent.



comparing favorably with the 39.5 per cent growth in 1977. This
windfall was realized through heavier overseas deliveries by 247
thousand metric tons or 32.1 per cent as well as a price hike of
$74.57 per metric ton or 13.9 per cent. The United States reas
serted itself as the leading market for Philippine coconut oil by
absorbing a little less than half (48.4 per cent) of total ship
ments. Other heavy buyers were the Netherlands (15.2 per cent),
Indonesia (10.8 per cent) and the USSR (4.2 per cent).

Mter rising by 0.7 per cent in 1977, exports of copper concen
trates dropped this year by 6.5 per cent to $250.4 million. In
spite of this, it moved up as the second top dollar earner for 1978
with a share of 7.3 per cent in total exports. Prices of copper
concentrates improved by about $13.83 per metric ton or 5.2 per
cent, but this was not enough to neutralize the shortfall in vo
tume which receded from 1,007 thousand metric tons to 895 thou
sand metric tons-a difference of 112 thousand metric tons or
11.1 per cent. About four-fifths of total copper shipments went
to Japan while the rest were channeled mostly to South Korea.
the United States and Taiwan.

Sugar, which wall: the premier export in the previous year,
was relegated to third position on account of a drop in value of
61.5 per cent. Behind this sizeable decrement was the 54.0 per
cent volume reduction which was further aggravated by the 23.2
per cent downward movement in prices. The shortfall in volume
was t.riggered by the operation of the International Sugar Agree-
ment which set the quota of the Philippines at 1,141 million met
ric tons (shipments for .the previous year amounted to 2,023
million metric tons) and ;the imposition of higher tariffs on im
ported sugar by the United States. Compounding these unfavor
able factors was the further' softening of sugar prices in the mar
ket which for 1978 avera~d 8 U.S. cents per pound as against 10
U.S. cents per pound in ' 1977. Of the total $196.9 million su
gar exports, 55.9 per cent went to the United States. No ship
ments were made this year to the USSR; which in 1977 accounted
for 25.9 per cent of total sugar exports. The PROC, however,
raised its share from 10.8 per cent in 1977 to 17.6 per cent in
1978.

The top non-traditional export-semi-conductor devices
moved to fourth position with a contribution of $173.6 million or
5.1 per cent of total exports. Its growth rate of 83.6 per cent,
compared to the 22.8 per cent in 1977, was the highest re
corded during the year. In volume terms, deliveries totalling
1,156 metric tons expanded sharply by 67.3 per cent due to the
higher level of overseas demand. In addition, the marked im
provement in prices which for the period posted an average in
crease of 9.8 per cent contributed to the strong performance of
semi-conductor devices. The United States was the main outlet
for this product absorbing 51.1 per cent of total exports, followed
by Singapore (10.3 per cent), Japan (to.3 per cent) and West
Germany (8.3 per cent).

(1~)
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Shipments of logs expanded ~y 8.3 per cent to $144.9 mil
lion, in contrast to the 1.1 per Cent contraction in the preced
ing year. An appreciable 8.1 per cent growth in volume was ~
served this year although prices, JJ)Ore or less, remained at lut
year', level. As in previous yean, Ja})aD. accounted for nearly
three-fourths ($107.3 million) of the totIIl expOrts of logs with the
difference being sold to Taiwm aad France.

Due to the policy of expaacting exports of processed CCJC»
nut-based products, copra shipIbeDts were reduced' by a sharp
42.4 per cent from the prior year's record of 635 thousand me
hic tons to 365 thousand metric tons but prices improved from
$315.97 per metric ton to $371.419 per metric ton, thus resultiDl
in a decline in value of only 32.3 per cent. This was a reversal
of last year's gain in value ,of ]J.9 per cent. It contributed'
$135.7 million or 4.0 pet cent to,total exports and was the sixth
leading export for the year. With purchases amounting to $79.6'
million, the Netherlands maintained its position as the biggest "
market for copra. West GennaBy, Japan' and France were the
other major customers.'

, "

T~38. - TEN PRINCIPAL EXPORTS
,...-, .,. .. 1977-1978

(F.O.B. Value in Million U.S. Dollars)

1978,
I .'

1m

62O.S .
250.4
196.9

173.6
144.9
13S.7

104.0".1m

Cqmmoditv

Coconut oil .._ _ "
Copper concentrates ' '
Sugar .
Semi-conductor de-

vices .
Logs ..
Copra .
Iron ore agglome-

rateil .
&..nas .
Lumber .
Deslccated coconut

TOTAL TEN PRIN-
CIPAL EXPORTS .

Others .
TOTAL EXPORTS .

Vahle
"

l.877.2
1,547.7
3.4)4.9

'It .....

,.~ .

.1~1
5.7

5.1
42
4.0

3.0
2.5
2.5
2.4

54.8
-452
100.0

Value

412.2
267.8
517.7

94.6
133.7
200.5

57.1
72.5
66.7
90.0

1.906.8
1,244.1
3.150.9

~

Per Cent
Disbibutkm

13.1
a.5

162

3.0
4.2
6.4

1.8
2.3
2.1
2.9

60.5
39.5
'iOO.O

Influenced by a big 65.4 per cent upswing in volume and a
10.2 per cent price increase, iron ore agglomerate exports ad
vanced by an impressive 82.2 per cent-the second highest for the
year. Only in its second year in the market, this commodity landed
in the list of the top ten exports, occupying the seventh position
with a share of 3.0 per cent of total exports. Except for a $0,3



million shipment which was absorbed by Taiwan, the entire ex
port of iron are agglomerates worth $104.0 million went to Ja
pan.

Ranked eighth was lumber with exports valued at $85.2
million. As a result of an improvement in volume by 25.8 per cent
coupled with a 1~6 per cent rise in prices, earnings from this
commodity advanced by 27.8 per cent from the previous year's
earnings of $66.7 million. The major outlets for this commodi
ty were France, Japan and the United States.

Completing the list of the top ten exports were bananas and
desiccated coconut whose earnings collectively amounted to $166.0
million. Both commodities, however, exhibited contrasting
trends-the former exceeding its year ago level by 16.0 per cent
while the latter registering a decline of 9.0 per cent. The expan
sion in banana exports was the offshoot of a 12.1 per cent gain
in volume complemented by a 3.6 per cent price hike. On the
other hand, the weakening in desiccated coconut exports ema
nated from the combined effects of the 7.3 per cent quantum de
crement and the 1.9 per cent fall in prices. Japan was the big
gest buyer of bananas while the United States accounted for the
bulk of desiccated coconut exports.

ii. Imports

Keeping pace with the tempo of development, Philippine
imports in 1978 advanced by $817.4 million or 20.9 per cent to
$4,732.2 million, compared to the increase of $281.3 million or
7.7 per cent in 1977. The higher level of imports reflected a
rise in volume and prices by 16.7 per cent and 3.6 per cent, res
pectively.

The bulk of the increase in imports came from producer
goods which posted an annual gain of $761.4 million or 20.7 per
cent. Contributing mainly to this accretion were the increases
in semi-processed raw materials (29.1 per cent), machinery and
equipment (25.4 per cent) and supplies (0.2 per cent). In the
case of consumer goods, arrivals likewise expanded by 23.6 per
cent due mostly to the 22.0 per cent acceleration in non-durable
items.

The ten principal imports accounted for $3,427.2 million or
72.4 per cent of total imports in 1978-up by 18.4 per cent from
the preceding year's level. Except for cereals and cereal prepa
rations, all of the ten major imports surpassed their year pre
vious levels.

Mineral fuels, lubricants and related materials as a group
topped the list of ten principal imports accounting for almost
one-fourth (21.8 per cent) of all imports. Totalling $1,030.2 mil
Han, the value of this year's oil imports rose at a decelerated
rate of 3.7 per cent as against the 11.5 per cent recorded a year
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sented 11.8 per cent of total imports. Among these three com
modity groups, the most significant increases were registered
by electric machinery, apparatus, and appliances (47.4 per cent)
and chemical elements and compounds (27.1 per cent). The big
gain in the first group was to a great extent caused by biaer
inward shipments of electrical machinery for the manufacturing
industry while the expansion in the second group emanated
from larger purchases of chemical compounds and urea. Imports
of explosives and miscellaneous chemical materials and products
registered a growth of only 12.5 per cent, as a result of stock ad.
justments after the increase of 16.8 per cent in 1977.

TABLE 39. - TEN PRINCIPAL IMPORTS
1977-1978

(F.O.B. Value in MUlion U.S. Dollars)
n,

1978 1977
I t e m

r. Calt
Per CeIlt Per CeIIt ~Vll1ue DlstribudoQ VaNe ~

Mineral fuel, ~
bricants & re-
lated mate-
rials ...................... 1,030.2 21.8 993.2 25.4 3.7

Machinery other
than electric .... 737.2 15.6 589.0 IS.! 25.2

Transport equip.
389.1 3Ument .................... 8.2 295.1 7.5

Base metals ..~....... 382.7 8.1 304,9 7.8 25.5
Chemical e~e.

ments &~
pounds ................ 203.3 4.3 160.0 4.1 27.1

Electric m~
ery,:tuJ

2032 4.3 137.9 3.5 47.4& appl anees __..
Explosives & mls-

cellaneous che-
mical mate-
rials & pro-

151.6 32 134.7 12.5ducts __.......,..._....... 3.4
Cereals & cereal

preparations ..- 121.4 25 121.7 3.1 ~.2

Manufactures of
metal ............~........ 107.3 2.3 11.3 1.8 SO.5

Textile fibers not
manufactured.
into thread &
yam ··.·· .. ·••.._4........ 101.2 2.1 86.7 22 16.7

TOTAL TBN
PRINCI.
PAL IM-
PORTS ...... 3,427.2 n.4 2,894.5 73.9 18.4

TOTAL IM-
PORTS ............... 4,732.2 100.0 3,914.8 100.0 20.9
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TAiJU! 40. - IMPORTS 'CLASSIFIBDBY BND-USE " ,
.1917.l918 . !

(F.O.B. Valu~ in Million U.S. Dollars)

1978p! 19778/
I t e m

Producer goods - .
Machinery & equip-

ment ---..- .
Unprocessed raw rna-

terials .
Semi-processed raw

materials .._.. .
Supplies __.. .

Consumer goods _ .
Durable .
Non-durable - .

TOTAL IMPORTS .

Valueil

3..9()5.9~

610.46

1,034.:35

2,141.95
179.17
264.20
23.87

240,.33
4,23(113

Per Qmt
\DistribuUoo

93.75

14.43

24,45

50.64
4.24
6.25
0.56
5.69

100.00
~.

,
Value

3,6?5.47

544.50

1,074.09

1,856.57
200.31
239.29
18.55

220.74
3,91~J~

Per Cent
Distribution

93.89

13.91

27.44

47.42
5.12
6.11
0.47
5.64

100.00

Cereals and cereal preparations recorded a shortfall of 0.2
per cent as a result of cutbacks in the importation of rice and
corn. No rice imports were registered as domestic production
was more than sufficient to meet the country's requirements.

Imports of manufactures of metal and textile fibers not ma
nufactured into thread and yam together contributed 4.4 per
cent of aggregate imports with incoming shipments rising by
50.5 per cent and 16.7 per cent, respectively. Higher consump
tion of the various items comprising the two commodity groups
accounted for the uptrend.

iii. Direction of Trade

, The direction of Philippine overseas trade in 1978 continued
to be concentrated towards the United States and Japan. These
two countries provided 47.8 per cent of the Philippines' total im
port needs and absorbed 56.6 per cent of total Philippine exports.
trade with the United States valued at $2,131 million was slight
ly higher than that with Japan which totalled $2,074 million. Per
centage-wise, however, the share of the United States to total trade
amounting this year to 26.1 per- cent, fell by 0.9 percentage point
while Japan's share rose by 1.3 percentage points to 25.4 per
cent.

For the third consecutive year, the United States remained
the biggest outlet for Philippine exports with sales of $1,136 mil
lion or 33.2 per cent of total exports. Compared to the big rise
of 20.3 per cent in 1977, shipments to the United States showed
a gain of only 2.2 per cent in 1978. Had it not been for the huge
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cutback in sugar sales this year, exports to this market would
have been higher. The United States led all others in the pur
chase of desiccated coconut, nickel and coconut oil.

Meanwhile, imports from the United States totalling $995
million advanced by 24.5 per cent after declining by 0.3 per cent
a year ago. These arrivals, comprising 21.0 per cent of aggregate
imports, consisted largely of cereals and cereal preparations;
textile fibers not manufactured into yarn; machinery other than
electric; electric machinery, apparatus and appliances; and explo
sives and miscellaneous chemical materials. Though exports
still outpaced imports, the stronger growth exhibited by imports
over exports reduced the trade surplus with the United States
from $313 million last year to $141 million in 1978.

DIRECTION OF EXTERNAL TRADE, 1978
I Per Cent Distribution)

, IMPORTS FROM ...

TOTAL: i4,732 M.

(100 %)

EXPORTS TO .. ,

TOTAL: • 3,425 M.

(100 %)

Chart 16

Japan, on the other hand, was the country's major source of
imports-a position it has maintained since 1969. Arrivals from
Japan expanded by 30.2 per cent to account for $1,270 million or
26.8 per cent of total imports. Of the top ten imports, Japan had
the upperhand in the supply of seven of these commodity groups,
namely: transport equipment; electric machinery, apparatus and
appliances- manufactures of metal; base metals; machinery other
than electric; chemical elements and compounds; and explosives
and miscellaneous chemical materials.
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Japan was also the second biggest market absorbing $804
million or 23.5 per cent of total exports. It was the premier mar
ket for copper concentrates, logs, lumber, bananas and gold. Im
ports from, and exports to Japan, registered increases of $295
million and $77 million, respectively, from their levels in the pre
ceding year. As a result, the deficit from this trade worsened
from $248 million to $466 million in the annual comparison.

Trade with the European ECOnomic Community (EEe) total
ling $1,236 million continued to advance impressively, growing
by 17.6 per cent after rising by 14.0 per cent in 1977. This bloc
captured 15.2 per cent of total Philippine trade, an increase of
0.3 percentage point from its sllare a year ago.

Exports to this bloc accelerated by 9.5 per cent to $638 mil
lion, comprising 18.6 per cent of total exports. The Netherlands,
the Philippines' principal buyer of copra, was the top export mar
ket in the community. absorbing $285 million of Philippine pro
ducts. Other large markets were West Germany ($144 million),
the United Kingdom ($89 million) and France ($52 million). The
bulk of products sold to the EEC consisted of coconut-based
products, forest-based products and nickel.

At $598 million, imports from the EEC climbed by 27.5 per
cent from last year's level and represented 12.7 per cent of to
tal imports. During the year, West Germany replaced the United
Kingdom as the leading supplier among the group. Arrivals
from West Germany reached $184 million against the $172 mil
lion contributed by the United Kingdom. Other dominant sup
pliers were France and the Netherlands. Machinery other than
electric machinery, apparatus and appliances; and transport
equipment constituted the greater portion of imports from the
region. With the bigger rate of growth of imports over exports,
the trade surplus with this bloc was pared down considerably
by 64.6 per cent to $40 million this year.

A slower rate of growth characterized the Philippine-Mid
dle East trade this year, advancing by only 2.7 per cent in con
trast to the appreciable gain of 12.6 per cent in 1977. Value
wise, trade with the region hit $762 million, representing 9.3 per
cent of aggregate Philippine trade. Of the total trade with the
region, 92.7 per cent comprised imports which, however, were
0.6 per cent lower than last year's arrivals. This downturn could
be due to lower purchases of crude oil from the region as the
Philippines shifted its source of crude oil to other countries
closer to the country. Nevertheless, the Middle East still sup
plied 70.4 per cent of the country's total oil requirements. Saudi
Arabia, the third largest trading partner of the Philippines as
well as the biggest supplier from the region, provided $264 mil
lion worth of imports. Behind Saudi Arabia were Kuwait ($163
million), Iraq ($144 million) and Iran ($20 million). As a mar
ket for exports, the Middle East upped its purchases by a sharp
75.0 per cent to $56 million and accounted for 1.6 per cent of
total trade. Among the countries in the region, Saudi Arabia and
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Iraq were the biggest buyers with a combined purchase of $38
million. Shipments to these markets consisted mostly of fruits
and vegetables and portland cement. With these developments,
the big deficit in 1977 of $678 million was reduced to $650 mil
lion in 1978.

Constituting 13.5 per cent of aggregate trade and amounting
to $1,100 million, trade with the Economic and Social Commis
sion for Asia and the Pacific (ESCAP) rose at an accelerated pace
of 13.4 per cent, against the 12.2 per cent rise in the previous
year. The Association of Southeast Asian Nations (ASEAN) ac
counted for $478 million or 43.5 per cent of total ESCAP trade,
exceeding the previous year's total by 23.2 per cent. About half
of the ASEAN trade was transacted with Indonesia and the other
half with the three other ASEAN countries. The main imports
from this group were mineral fuels, lubricants, and related ma
terials from Indonesia aad Malaysia and refined petroleum from
Singapore. The leading exports to the ASEAN were raw coffee
and coconut-based products.

The bulk of arrivals from the other ESCAP countries were
sourced from Australia ($167 million), Hongkong ($108 million),
South Korea ($52 million) and New Zealand ($39 million). Aus
tralia and New Zealand were the leading suppliers of dairy pro
ducts, eggs and honey with the latter also delivering metallife
rous ores and metal scrap; while South Korea and Hongkong's
deliveries consisted mainly of manufactured fertilizers and textile
fibers, yarns, made-up articles and related products, respective
ly. Shipments to these countries were mostly logs and lumber
to Australia, desiccated coconut to New Zealand, plywood and
fresh mangoes to Hongkong, and copper concentrates to South
Korea. Trade with other ESCAP countries was below the $10
million mark. At year's end, Philippine-ESCAP trade yielded
a negative trade balance of $212 million - $106 million lower
than last year's negative trade balance.

After posting a formidable upswing of 58.2 per cent in 1977,
trade with the socialist & communist countries receded sharply
by 36.7 per cent to $212 million and its percentage contribution
to aggregate trade contracted from 4.7 per cent to 2.6 per cent.
This decrease developed as a result of the sizeable export cut
backs to the USSR and the PROC which together accounted for
97.8 per cent of total exports to the bloc. Shipments to these
countries declined by 69.2 per cent and 56.5 per cent, respec
tively. Coconut-based products, copper concentrates. logs and
lumber were the top commodities channeled to these coun
tries. On the import side, arrivals, from the bloc rose by 43.0
per cent to $123 million on account of increased orders from the
PROC. Inward shipments from the PROC rose by 43.6 per cent
;'IS a result of heavier volume of deliveries of mineral fuels, lubri
cants and related materials. Imports from the USSR also rose
by $2 million to $6 million. Because of the weak performance
of exports, the trade surplus of $152 million enjoyed by the Phil
ippines with this bloc a year ago reversed to a deficit of $34
million.
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TABLE 41. - DIRECTION OF TRADE
1977 & 1978

(F.O.B. Value in Million U.S. Dollars)

I M P 0 RT S E X P 0 RT S BAlANCB OP
TRADE

Country
1 IPer Cent Per Cent Per Cent Per Cent1978 Distribution 1977 Distribulion 1978 Distribution 1977 I Distribution 1978 1977
I

TOTAL (All coun-
tries) .........._---_..._.....•. 4,732 100.0 3,915 100.0 3,425 100.0 3,151 100.0 -1,.307 -764
Japan .....................__. 1,270 26.8 975 24.9 804 235 721 23.1 466 -248

~
United States of

0- America ..._-...._.__... 995 21.0 799 20.4 1,136 332 1,112 353 141 313- European Common'--lI

Market ..................... _- 598 12.7 469 12.0 638 18.6 582 185 40 113
Belgium ......................_-_.. 26 0.6 34 0.9 20 0.6 19 0.6 -6 -15
Denmark .........-----_...... 9 02 1 02 14 0.4 10 0.3 5 3
France ......._..._------...... 101 2.1 80 2.0 52 15 44 1.4 -49 -36
West Germany .._..-- 184 3.9 131 33 144 4.2 138 4.4 ~ 1
Italy ........----_...._--_.._... 31 0.7 22 0.6 33 1.0 17 0.5 - 5
Netherlands ...... __ ....... 72 1.5 46 1.2 285 8.3 282 9.0 213 -236
United Kingdom .... 172 3.6 147 3.7 89 2.6 11 2.3 83 -16
Ireland ...................-.--. 3 0.1 2 0.1 1 -2 - 1
Luxembourg ..............

Middle East Coun-
tries ....-_............--_...... 706 14.9 710 18.1 56 1.6 32 1.0 - 650 -fJ78
Iran .........................----. 80 1.7 72 1.8 5 0.1 9 OJ -75 -63
Iraq ~ •••• _ •••••~4 ~4 ~•••• ~.~••• _ 144 3.0 116 3.0 18 0.5 126 -116
Kuwait •• ~•• _ ••_.4••4_•••_~_ 163 3.4 138 3.5 1 1 162 -137

.1 Qatar .........................._



TABLE 41. - DIRECTION OF TRADE (Continued)
1977 & 1978

(F.O.B. Value in Million U.S, Dollars)

EXPORTS BALANCE OF
TRADE

Country

1978

IMPORTS

I
I Per Cent I
DistributionI Per Cent

, Dist ribu tion I 1978
Per Cent I

! Distri bu tion I 19n
Per Cent

Di stribution 1978 ssn

-212 -318

244 -310
2 2

4 3
-49 -57......

00
~......

Saudi Arabia ..__ _..
Truda! Oman .
United Arab Re-

public .
Others ._ .

ESCAP Countries
(Excluding Japan,
Iran, USSR & PR-
DC) "_"""""""""""""_

A. ASEAN __ .
Indonesia __ __ .
Malaysia . ,_,.,._ ..
Singapore ..__ .
Thailand _ .

B. Other ESCAP
Countries _ _.. _
Australia _ _ .
Brunei .__ .. . _. __ .
Burma _. __ .
Hongkong_ -.._..

264

55

656

272
147
56
50
19

384
167

1

108

5.6

1.2

13.9

5.8
3.1
1.2
1.1
0.4

8.1
3.6

2.3

324

60

590

261
153
61
33
14

329
169

63

8.3

1.5

15.1

6.7
3.9
1.6
0.8
0.4

8.4
4.4

1.6

20
2

4
6

444

206
90
36
71
9

238
73
2

88

0.6
0.1

0.1
02

13.0

6.0
2.6
1.0
2.1
OJ

7.0
2.1
0.1

2.6

14
2

3
3

272

127
23
30
65
9

145
60
1

51

0.4
0.1

0.1
0.1

8.6

4.1
0.7
1.0
2.1
OJ

4.5
1.9

1.6

- 66
- 57
- 20

21
- 10

-146
- 94

1

- 20

-134
-130
- 31

32
- 5

-184
-109

1

- 12



TABLF 41 - DIRECTION OF TRADE (Concluded)
'" 1977 & 1978

(F.O.B. Value in Million U.S. Dollars)

I M P 0 R T S E X P 0 R T S BAlANCE OF
TRADE

Country
I Per Cent1978 IPer Cent 1971 1978 Per Cent

1971
Per Cent

1978 1971Distribution Distribution I Distribution Distribution

India .-._----~..__ ._----_ .. _.. 10 0.2 23 0.6 1 -9 -22
South Korea ...._______ . 52 1.1 36 0.9 66 1.9 24 0.8 14 - 12
Pakistan ....________________ 6 0.1 2 0.1 3 0.1 -4 3
New Zealand _________ 39 0.8 36 0.9 3 0.1 3 0.1 -36 - 33

i
Khmer Republic ._._
Sri Lenka ._-_........__ .. 1 1 1 1

...... Viet:t1lim _._..........___.___ 1 1 2 0.1 1 1
Laos .,..__..._...........___..
Nepsl ..~........-._----.--- 1 - 1

Socialist &: Commu-
nist Countries ......- 123 2.6 86 2.2 89 2.6 249 7.9 -34 163
Bulgaria _____._____________
Romania _______ .__.._______ 2 0.1 6 02 4
USSR ________________________ 6 0.1 4 0.1 40 1.2 130 41 34 126
Poland ________________________ 4 0.1 1 -3
Yugoslavia ______________ .. 5 0.2
Czechoslovakia '''''''' 1 2 0.1 1 - 2
Peoples Rep. of

China (PROe) .... 112 2.4 78 1.9 47 1.4 108 3.4 ~5 300
Other Countries ~_.~... _.~ 384 8.1 286 7.3 258 7.5 177 5.6 -126 -109

SOURCE ()II BASIC DATA: National Census and Statistics Office.



iv. Terms of Trade

An appreciable improvement in the country's net terms of
trade was recorded this year, the first since 1974. From 71.0 in
1977 (1972= 100), the net terms of trade index rose by 9.2 per
cent to 77.5 due to positive developments in the foreign markets
of certain major commodity exports.

',0&:••
The upswing in the net terms of trade could be traced to- ex

port prices, which advanced significantly by 13.1 per cent while
import prices registered a relatively lower increase of 3.6 per cent
compared to the 11.0 per cent gain in 1977. Exports which
showed price increases were coconut oil, copra, semi-conductor
devices, iron are agglomerates, gold and plywood.

The total trade deficit of $1,307 million for the year could
be attributed primarily to the decline of 3.8 per cent in export
volume coupled with the substantial 13.1 per cent increase in
import volume. The total trade deficit, however, could have been
greater by approximately $229.4 million had it not been for the
modest increase in the terms of trade.

Meanwhile, the purchasing power of exports, which indio
cates the country's capacity to import based on the sale of ex
ports, expanded by 4.9 per cent from 111.8 last year to 117.5 this
year, as a result of the reduction in export volume.

TABLE 42. - TRADE INDICES
1977-1978

(1972,=,100)

I t e m 1978P/ 1977 Per Cent
Change

EXPORTS ($3,425M)

Quantum _. .. _. __ ..
Price , .. -._ _
Value _-..."' ..-. _

IMPORTS ($4,732M)

Onanturn . ..__ _ -._._ ..
Price . _
Value _.. __ __ ._

Net Terms of Trade l ! . ..

Purchasing Power of Exportss/ .-......

151.4
193.7
293.2

139.1
249.9
347.6

77.5

117.3

157.4
171.3
269.7

119.2
241.1
287.5

71.0

111.8

- 3.8
13.1

8.7

16.7
3.6

20.9

9.2

4.9

1/ Net Terms of Trade - Unit of imports that one can get per unit of exports
bigger index means exports becoming more costly than imports or vice versa.

2/ Purchasing Power of Exports - the volume of imports that one can get out of
the earnings from exports.
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3. FOREIGN EXCHANGE MARKET

a. International Reserve

The country's international reserve at $1,882.7 million as
of end-1978 reflected an increase of 2.3.4 per cent or $.357.6 mil
lion from the year-previous level of $1,525.1 million. Based-on
the average import figure for 1978, the year-end reserve level was
equivalent to approximately five months imports.

The quarterly movement of the reserve was characterized by
a general uptrend except for the decline in the fourth quarter.
From the first through the third quarter, the reserve gained by
~399.6· million, due principally to the net borrowings of the Cen
tral Bank and partly to the surplus of $87.3 million attained in
external transactions. In the fourth quarter, the downtrend in
the reserve was mainly brought about by the deterioration of
$141.6 million in the balance of payments.

INTERNATIONAL RESERVE
1976 - 1978 BILLION US. DOllARS

2.0

I --I--J-..J 'I I I I ~ J J -.l J. I t.'\1 L L..I IL I J ~L~ I -L...!--t I J I I L

~FMAMJJA50NDJFMAMJJASONOJFMAMJJASO~D

1976 I 1977 1 1978
Ch;..o7

1.8

1.6

1.4

1.2

1.0

o

In terms of composition, time deposits representing 49.9
per cent of total reserve dropped slightly by 1.4 per cent or
$13.4 million to $940.4 million from the 1977 level. Because of
the better yields in foreign securities, the Central Bank increased
its investments by $224.4 million during the year or to 31.7 per
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cent of the total. Demand deposits improved their share from
7.7 per cent last year to 10.6 per cent or by $80.9 million to $198.7
million. Gold holdings, which were held almost constant at
$45 million since November, 1973, started to pick up in May of
1978 when the Central Bank required the delivery of all the pri
mary gold production of Philippine mines to the Central Bank
for refining and subsequent sale to the Bank. During the year,
therefore, gold increased by 165.8 per cent or $73.9 million, im
proving its share of total reserve from 2.9 per cent in 1977 to
6.3 per cent this year. Conversely, holdings of SDR and foreign
currencies on hand suffered minor reductions of $6.5 million
and $1.7 million, respectively.

At the start of the year, the total credit line of the Cen
tral Bank amounted to $525 million. This was supplemented by
the "Consolidated Foreign Borrowings Program" which raised
a total amount of $644 million. Of this amount, about %384 mil
lion were drawn for relending, leaving a balance of $260 million.
As of the end of 1978, therefore, credit lines readily available
for drawings aggregated $785 million. .

TABLIl--(f - INTERNATIONAL RESERVE OF THE PHILIPPINES
.' December 31. 1977 and 1978

(Million U.S. Dollars)

I t e ill
December 31, December 31.

1978 1977

Total International Reserve

Time Deposits ..__ _._..__.._. __ .
Demand Deposits .._ .
Foreign Investments _
Gold . .
SDR __ __ _ .
Foreign Currencies . .

b. Foreign Exchange Rate

1.882.72

940.44
198.66
596.48
11850

17.83
10.81

.1,S25.0~.

953,84
117.75
372.12
44.58
24.34
12.46

The exchange rate of the peso vis-a-vis the U.S. dollar was
relatively stable throughout most of 1978 although slight fluc
tuations were observed particularly during the last two months
of the year. The further increase in the international reserve
level and the availability of credit lines, to a large extent. sus
tained the stability of the peso and somewhat dampened specu
lative activities in the market.

From 1'7.3791 in December, 1977, the averge interbank rate
dropped to a low of P7.3589 in October 1978 only to settle at
P7.37J 2 at the end of the year. The annual average rate of
~7.3658 for 1978, however, still showed an improvement over
the average rate of 1'7.4028 for the year previous.
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Likewise, commercial buying and selling rates which indi
cated downtrends during the first ten months of the year, moved
up in November and December. The buying and selling rates
at P7.3381 and P7.4303 respectively, at the end of December 1978
were higher than those prevailing in December 1977. Averages
for the year were at P7.3290 and P7.421O for buying and selling
rates, respectively. Throughout the year in review, their spreads
were maintained at 1'0.092.

The volume of foreign exchange transactions at the FOREX
Trading Center aggregated $1,585.07 million, an increase of 305
percent from last year's $1,214.22 million. As external accounts
weakened after the first quarter of the year, quarterly transac
tions at the FOREX traced an ascending trend. All quarters re
gistered gains ranging from 6.0 per cent in the second quarter to
52.8 per cent during the fourth quarter. .
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Meanwhile, Central Bank transactions in the Trading Cen
ter amounted to $984.12 million, up by 40.2 per cent or $28230
million from $701.82 million last year. Purchases totalled $';24.27
million as compared to $480.07 million in 1977. Total sates, on
the other hand, were $459.85 million, exceeding the previous
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year by $238.10 million. As these developed, the Central Bank
realized a net purchase of $64.42 million.

The weakening of the u.s. dollar vis-a-vis other major cur
rencies influenced the exchange rate of the Philippine peso
against these currencies. Relative to the Deutsche mark and the
French franc, the peso rate traced a general depreciation through
out the year. Signs of appreciation were, however, posted against
the D.K. sterling and the Netherlands guilder during the second
quarter only to fall back in the second half Against the Japa
nese yen, Swiss franc and Canadian dollar, the peso rate indi
cated slight improvements at the end of the fourth quarter.

TABLE 44. - FOREIGN EXCHANGE RATES
1977-1978

(Pesos per U.S. Dollar)

Period

1977-Average " _--- -..

January __ __.
February .__ _.- .
March ...... .----,.- _.._
April ..__.. " ------ .-.
May __ .. ..
June _ .. __
July .'" __ . .__ .
August -- . .
September ._ _. _
October " .
November ._ .
December .

1978-Avcrage .. .._ __.. ..

January ......... _...__..
February .". ..
Ma rch __ .. __. .._ ..
April .
May _ _ _.. ..
June ._.._._ .
July ... __ ,, _
August - _.. . __
September .. _
October .,__ ..
November ...,__ ., _
December . _

Buying Selling Interbank

7.3658 7.4583 7.4028

7.3907 7.4836 7.4279
7.3900 7.4829 7.4272
7.3890 7.4819 7.4262
7.3738 7.4664 7.4109
7.3678 7.4604 7.4049
7.3611 7.45J5 7.3981
7.3591 7.4515 7.3961
7.3570 7.4495 7.3940
7.3564 7.4488 73934
7.3523 7.4446 7.3892
7.3500 7.4423 7.3869
7.3422 7.4344 7.3791

7.3290 7.4210 7.3658

7.3346 7.4268 7.3715
7.3346 7.4268 7.3715
7..3366 7.4288 7.373';
7,3300 7.4221 7.366/l
7.3267 7.4187 7.3635
7,3264 7.4184 7.3632
7.3246 7.4166 7.3614
7.3249 7.4169 7.3617
7.3245 7.4165 7.3613
7.3221 7.4141 7.3589
7.3282 7.4202 7.3650
7.3343 7.4265 7.3712
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c. Foreign Currency Deposit System

The foreign currency deposit system (FCDS) which was es
tablished in mid·1970 registered a steady growth rate until 1977
averaging about 35.3 per cent a year. The system progressed sub
stantially when P.O. 1036 was issued which granted more liberal
tax privileges and expanded the investment outlets of depository
banks. At the close of 1978, total resources of the system grew
by 97 per cent from $1,209 million in the previous year to $2,382
million.

Interbank deposits/borrowings amounted to $1,436 million,
an increase of 93 per cent from $744 million at end-1977. Of
these deposits, Philippine-based banks including OBUs contribut
ed $393 million while the balance of $1,043 million came from
outside sources largely from the United States, Singapore and
other Asian countries. Non-bank deposits aggregated $575 mil
lion, $236 million of which were from non-residents and $3]9
million from residents.

On the other hand, interbank placements/Iendings at $690
million reflected an increase of $318 million from the year-ago
level. About $316 million were placed with Philippine-based
banks and $374 million were offshore placements mostly in the
United States and Singapore. Loans and discounts to resident
non-bank customers reached $1,629 million, the bulk going to
manufacturing ($634 million), mining ($330 million), public uti
lity ($225 million) and agriculture, fishery and forestry ($107
million).

This year's transactions brought to the system net earnings
of $4 million, as gross earnings amounted to $114 million against
expenses of $110 million. Of the gross earnings, $52 million were
derived from onshore operations and $62 million from offshore
transactions.

TAllLE 45. - PHILIPPINE FOREIGN CURRENCY DEPOSIT SYSTEM
-SELECTED DATA, AS OF DECEMBER 1977 & 1978

(Million U.S. Dollars)

I t e m

1. Resources '.' '.."' ,.",., .
2. Deposits/Borrowings ''.''' '''' '''''

a. Banks ".".'." ' ,.
b. Non-Ranks ..' " , ,..",..

3. Placements/Lendings , ' "..' '..'
a. Banks .' "" .
b. Non-Banks , ", ,..,

4. Earnings ., '","" ,
5. Expenses "'."" , ',' ",.,
6. Net Earnings (Loss) """""'."' ' ""
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2,382
2,011
1,436

575
2,320

690
1,630

114
110

4

1977

1,209
1,168

744
424
972
172
800



d. Offshure Banking System

A remarkable growth was registered by the offshore hank
ing system which has been operational since mid-1977. Total
resources of $757 million at end-J9Tl rose to $J,987 million at
end-l 978, an increase of $1,230 or 162.5 per cent. The number
of operating hanks also increased from 14 to 17.

Interbank deposits/borrowings recorded a sharp increase
of 163.3 per cent from $736 million in 1977 to $1,938 million as
of December 1978. Of this amount, ~I,246 million originated
from foreign-based banks notably from Singapore and the United
Kingdom which accounted for 72 per cent of the inflow. Phil
ippine-based banks contributed $692 million, of which, the Cen
tral Bank's share amounted to $440 million.

In terms of placcments/Iendings, interbank placements to·
talled $1,516 million, up by 134 per cent or $867 million. Philip
pine-based banks accounted for $824 million and foreign-based
hanks for $692 million principally from other Asian countries.
Singapore and the United Kingdom. Placements with non-banks
reached $399 million from $92 million in 1977.

Loans and discounts aggregating $372 million were extended
to resident non-bank customers for developmental purposes. The
manufacturing, public utility and mining industries were the
major recipients accounting for $326 milrinn or fl8 per cent of
total loans for the year.

The system registered gross earnings of $105.5 million, of
which, $~t~.6 million came from offshore operations and $21.9
million from onshore transactions. On the other side of th
ledger, expenses totalled $102.3 million, leaving net earnings of
~3.2 million.

~~~-_....-.
.-....

.TABLE 46. - PHILIPPINE OFFSHORE BANKING SYSTEM
SELECTED DATA, AS OF DECEMBER 1977 & 1978

(Million U.S. Dollars)

I t e ill

1. Resource" --.------------------------------------.- ..-.---.--.-.
2. Deposits/Borrowings .--..- -- - ---

a. Banks .
b. Non-banks ..__ _. _

3. Placemerus/Lcndings ---- -.. ---------.--
a. Banks __ ._._ .. .-.- -.....
b. Non-banks _

4. Earnings __ .
S. Expenses -----------..-- _.. -.----------
6. Net Earnings (Loss) _ .
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1978

1,987
1.940

1,938
2

1,915
1,516

399
105.5
102.3

3.2

1977

757
741
7?>6

5
741
649
92
10
11
(1)



n. AlalVlTIES OF THE CENTRAL BANK
LVI/A\_

A. OVERALL

Central Bank activities in 1978 were generally directed to
ward further strengthening the financial system and providing
a stronger credit base for development. The Bank also played
a lead role in the acceleration of savings and lent direct support
to key growth industries and agriculture. Moreover, it involved
itself, where appropriate, in the implementation of Presidential
Decrees and coordinated closely with other government agen
cies and the private sector to ensure the effective formulation
and implementation of new and existing policies. Below is a
summary of the Bank's activities during the year:

B. OPERATIONS IN THE FINANCIAL SECTOR

1. Supervision of Banks and Savings and Loan Associations

a. Opening of New Banks/Branches

The establishment of 95 new head offices and 136 additional
branches, agencies and money shops during 1978 brought the
number of banks and savings & loan associations in actual ope
ration to a total of 2,988 at year-end. This total exceeded by 8
per cent last year's figure.

b. Examination

Pursuant to Section 28 of the Central Bank Act (as amend
ed), 86 head offices of commercial banks, thrift banks, special
ized banks, building and loan associations, and 919 of their
branches and other banking offices were covered by regular
examination. The number of bank offices examined totalled
1,005, higher by 6 per cent compared to the previous year's re
cord.
~-

TABLE 47. - NUMBER OF BANKING OFFICES EXAMINED BY
THE DEPARTMENT OF COMMERCIAL AND SAVINGS BANKS

1977 and 1978

Type of Institution 1978

TOT A LlI .. ._ ] ,DOS

Commercial Banks 725
Savings and Mortgage Banks 126
Development Banks 133
Building & Loan Associations 7
Other Banking Institutions . 14

1977 Increase or
(Decrease)

952 53
669 56
137 (11)
128 5

6 1
12 2

- -
11 Includes building & loan associations
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A total of 1,281 examinations were also conducted on rural
banks and savings & loan associations in 1978, broken down as
follows:

Type of Examination

Regular ._.... .__ ..
Special .__ __ ..

Total ._ .

Total

618
663

1,281

Rural
Banks SLAs

571 47
651 12

1,222 59

TABLE 48. - NUMBER OF FINANCIAL INSTITUTlONSll
IN OPERATION UNDER THE SUPERVISION

OF THE CENTRAL BANK
1977 and 1978

Type of Institution

TOT A L .._. . ..... ....,._.,. .,, __ . _
Head Offices ,, .,. .._. .._
Branches/Agencies/Extension Offices " ,,,_

Commercial Banks _. ."._._..
Head Offices " ,_. _
Branches / Agencies /Extenslon Offices _. _

Savings & Mortgage Banks __ ,,, ..-- _
Head Offices _. ._ _. .." _. ".
Branches / Agencies IExtension Offices .......

Development Banks __.. ". , ._
Head Offices . " .
Branches/Agencies/Extension Offices _

Rural Banks . , .... "_,, _
Head Offices ... "._". _
Branches/Agencies /Extension Offices _

Savings & Loan Associations . "
Head Offices ... ..._.. ,,'-____________ _
Branches!Agencies/Extension Offices __ ". _

Land Bank of -the Philippines . _
Head Office _.._ __. __..__
Branches/Agencies/Extension Offices ..__ _

Philippine Arnanah Bank ._ ..
Head Office . ,_, ..
Branches/Agencies/Extension Offices .,_

Building & Loan Associations ...... .... ......-.

1978

2,988
1,174
1.814
1,286

32
1,254

207
10

197
177
37

140
1,029

931
98

259
155
104
14
1

13
9
1
8
7

1977

2.757
1,0'i9
1,678
1,208

32
1,176

184
10

174
167
35

132
940
850
90

143
143
85
14
1

B
9
1
8
7

---11 Includes collection offices" money shops and banking offices abroad.

2. Regulations of Non-Bank Financial Intermediaries

To promote a sound and orderly operation of the non-bank
financial system, the Department of Financial Intermediaries
(Non-Bank) conducted a total of 284 examinations during 1978.
The bulk (212) of the examinations were performed on nawn
shops and the rest on other non-bank financial entities. Thirty
five operational examinations and 8 special audits were made on
non-bank financial firms engaged in quasi-banking functions. The
examinations were undertaken primarily to determine the de
gree of compliance with existing rules, and regulations, particu
larly on credit accommodations to DOSRAS and lending opera
tions under the IGLF program.
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At present, only pawnshops are examined on a regular basis
in line with the Central Bank's supervisory and regulatory au
thority over pawnshop operations. However, a yearly examina
tion on all non-bank financial institutions may be beneficial to
the system and could foster their growth. As of end-1978, these
institutions numbered 1,233-composed of 981 head offices and
252 branches. Those performing quasi-banking functions num
bered 111, consisting of 26 head offices and 85 branches. Over
a period of one year, the total in operation increased by 6 per
cent.

3. Coordination of Supervisory Policy and Regulations

To strengthen the Bank's supervisory and regulatory func
tions over financial intermediaries, a systematic review of poli
cies and coordination activities was undertaken by the Office of
Supervisory Policy and Regulations (OSPR) during 1978, to a cer
tain extent, in collaboration with other departments and govern
ment agencies. This resulted in the codification of 57 issuances,
consisting of 4 presidential decrees and 53 circulars, circular let
ters, memoranda, Monetary Board resolutions, guidelines and of
fice orders. Salient among these were amendments to Rural
Banks Act, Financing Company Act, Savings and Loan Associa
tions Act and DBP Charter; lifting of no-preterrnination rule; li
beralization of commingling of funds and investment-deposit ra
tios; minimal reserve requirements on interbank borrowings;
granting of demand deposit accounts to thrift banks; liberaliza
tion of banking hours/days; guidelines on the opening of bank
offices/branches: relaxation of money shop operations; and es
tablishment of uniform criteria on past due accounts, on the de
termination of high-grade securities, in the booking of deposit
substitute transactions, and in the computation of interests on
deposits and loans of financial intermediaries.

4. National Savings for Progress Campaign

Total savings and time deposits of the banking system as
of the end of 1978 numbering to 19,423,149 accounts and amount
ing to P34 billion continued to reflect the ever increasing aware
ness of the people to the importance of savings in banks. A
14 per cent growth rate in the number of bank deposits was
registered while total value of savings and time deposits expand
ed by 30 per cent.

Savings deposits still accounted for the bulk of total depo
sits and amounted to P22,884 million or 66 per cent of the total.
Time deposits, on the other hand, accounted for the remaining
34 per cent but this marked a significant improvement over the
21 per cent obtained before the launching of the campaign in
June 1973. This development could be traced largely to the in
creased yields of time deposits _brought about by interest rate
revisions made in early 1976 and-late 1977.

! The bulk or 72 per cent of 'total savings and time deposits
were- generated bvcommercial banks.' _. The remainder was'dis-
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tributed among thrift banks, 13 per cent; specialized govern
ment banks, 11 per cent; and rural banks, 4 per cent.

The above quantitative gains in savings and time deposits
of banks may be ascribed partly to the activities of the National
Savings for Progress Campaign which included the following in
1978.

a. Advertising and Promotions

The 1978 savings campaign was launched with the new earn
paign slogan liANG NAG·IIMPOK NA BARANGAY, MAUNLAD
ANG PAMUMUHAY"-to reflect the initial thrust to reach the
barangay units.

Campaign materials reflected this approach and communi
cations strategy utilized media with the widest audience reach
in order to obtain utmost efficiency and effectiveness.

b. Barangay Program

The year under review saw the launching of the Barangay
Program as another phase of the national effort to encourage
the people to save in banks.

The program, called "KILUSANG PAG-IIMPOK SA BA
RANGAY", is designed to flush out idle funds that are by tradi
tion kept in rural homes, and channel them into the banking sys
tem.

The principal feature of the "Kilusan" is solicitation in ba
rangay headquarters or in any other place where barangay memo
hers tend to congregate. Solicitation, as a personal service of
the banks, is expected to draw the rural folk away from their
habit of keeping their savings in unproductive places and ways,
and into encouraging them to form the banking habit.

To test its efficacy, the barangay program was launched on
a pilot basis in Lipa City in November to cover all barangays
in the province of Batangas. Barangay captains, development
officers and bankers were the principal participants in the pilot
program. The barangay savings program is currently being im
plemented with the active support of the Ministry of Local Gov
ernment and Community Development.

c. TIPID Movement

To recognize and reward schools that have the most effec
tive income-generating projects, the 1978-1979 nationwide //TIPJD
Movement School Incentive Award Program" was launched in
May. The contest, being administered by the Central Bank and
the Ministry of Education and Culture, was open to all elemen
tary, general secondary and vocational-technical secondary
schools.

d. Regional Savings Campaign

As the NSPC entered its sixth year at existence, almost all
of the regions of the country had been covered in its regional
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savings drive. The campaign for the Western Mindanao region.
the tenth of its kind, was held in Zamboanga City, at the Hotel
Zambayan in September. As in the past, the highlight of the
campaign was a savings seminar-workshop attended by bankers
and school officials. The outdoor activities connected with the
campaign were participated in largely by the school children.

e. Special Projects

Transit advertising was tried for the first time on an experi
mental basis during the second semester of 1978. Posters with
the slogan "Ugaliing Magdeposito sa Bangko" were installed in
side and outside of 100 buses plying within Metropolitan Mani
la.

The NSPC also utilized special slogan stamp cancellers on
all mail and philatelic matters transmitted via the post offices
in Metro Manila and chartered cities throughout the country.
Two song properties were acquired in 1978- "Mag-Impok Tayo"
and "Sabi Barok, Tayo Impok".

An on-the-spot painting contest for high school, intermediate
and primary students was conducted in Manila as part of the
activities of the fifth anniversary celebration of the NSPC. About
200 students participated in the contest and depicted the theme
"Savings Bank and National Development" in their canvases.

C. MANAGEMENT OF EXTERNAL ACCOUNTS

1. External Debt Management

Management of the Philippines' external debt in 1978 con
tinued to focus on the channelling of foreign capital to preferred
and priority areas of investments as defined in the country's
plans and programs. These areas, particularly, export develop
ment projects, infrastructure and other vital government pro
jects absorbed all of the country's foreign borrowings which at
the end of 1978 had an outstanding amount of $7,782 million
(up by $1,219 million or 19 per cent from the end-1977 level). For
eign investments which increased from $688 million as of Sep
tember 30, 1977 to $707 million as of September 30, 1978 were
largely in capital intensive industries and those requiring tech
nological know-how and expertise.

Within the purview of existing policy guidelines, a total of
672 applications for the availment of fresh foreign credits includ
ing restructuring/refinancing of outstanding loans and various
other external credit facilities involving an amount of $1,992 mil
lion were evaluated and processed for the private sector in 1978.
The number of applications increased by only 9 although the
corresponding amount reflected a $581 million increase when
compared with the 1977 level. The heaviest users of total for
eign loans authorized during the year were: the communications
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and power utility companies,$215 million or 15 per cent; the
mining industry, $140 million or 9 per cent; and the agro-indus
trial sector, $124 million or 8 per cent.

For the public sector, the Central Bank examined/prepared/
reviewed contracts and/or draft loan agreements relative to gov
ernment foreign loans, to determine compliance with the require
ments of the Foreign Borrowings Act (R.A. 6142) as amended,
and pertinent Central Bank regulations. Some 152 loan applica
tions of the government sector involving $6 billion were pro
cessed in 1978 as against 106 applications amounting to $2 bil
lion in 1977. The preparation of necessary background mate
rials and documents relative to and implementation of the $14
million Japanese Commodity Loan were also undertaken during
the year.
,.~

In foreign investments, applications for approval of invest
ments and related accounts, such as remittances of profits. divi
dends, royalties, technical service fees and rentals in accordance
with the provisions of Circular No. 365, 375, 393 and other poli
cy guidelines set by the Government and the Monetary Board
were processed/evaluated. Applications for approval of invest
ments numbered 313 and amounted to about $154 million. On
the other hand, there were 311 applications for capital repatri
ation; remittance of profits, dividends, royalties technical service
fees, etc; and approval of outward investments with an aggre
gate value of $65 million. In addition, applications for appro
vals of: agreements for technology transfer (19), guarantee re
quirements of overseas projects (47), requests for additional do
cuments/rnformation (495), referrals (172) and miscellaneous (70)
were serviced.

Full support was extended to government approved projects.
progressive manufacturing and industry rationalization programs
in the processing/evaluation of import applications from the pri
vate sector. The value of authorized imports aggregated $654
million. Import requirements of government agencies/corpora
tions in the implementation of infrastructure, electrification,
power generating, and other projects under the CCC credit line,
Public Law 480 and the Free Dollar Line were similarly evalua
ted and monitored.

In order to enforce strict compliance with the terms and
conditions imposed by either the Monetary Board or Manage
ment on approved foreign loans and investments, periodic re
view of loan contracts; consolidation of weekly and monthly re
ports relative to implementations of MB resolutions and appli
cations acted upon; replies to queries, referrals and requests and
scheduling of valuation of machinery and equipment were under
taken.
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2. Import-Export Regulations

Import regulations in 1978 centered on the monitoring of no
dollar importations and of regulated commodities, in coopera
tion with other govemment agencies. While electronic pro
ducts were added to the list of banned items, a $30.2 million or
45.4 per cent increase from $66.7 million last year was noted in
import authorizations for the same, particularly for tourist duty
free shops, export-oriented firms and tourist hotels. Also dur
ing the year, the Philippine Standard Commodity Classification
Manual was adopted in lieu of the Central Bank Classification
Manual, resulting in the inclusion of new commodities and in
the amendment/reclassification of existing commodity categories
of import items.

Letters of credit in 1978 amounted to $3,293 million, higher
by $684.5 million or 26.2 per cent from last year's level. Items
classified under the essential producer goods category accounted
for the bulk of L/C's opened ($2,201 million or 66.8 per cent).
The remaining 33.2 per cent was distributed among other im
port categories, with banned items (non-essential, semi-unclassi
fied and unclassified consumer commodities) representing a mi
nimal 1.0 per cent of total L/C's opened. Invisibles accounted
for $386.0 million or 11.7 per cent of total L/C's opened. Classi
fied according to type, regular L/C's represented 87.9 per cent
of total L/e's opened, followed by stand-by and deferred L/e's
which accounted for 7.5 per cent and 4.5 per cent, respectively.

The major change in export regulations and activities dur
ing 1978 was the modification of existing rediscount policies in
favor of non-traditional exports, small-scale/cottage industries
and the production/export/trading of sugar, rice and tobacco.
The selected liberalization of credit policies basically involved
the extension of credit terms, the increase of the rediscount ceil
ing to the extent of 50 per cent, and the creation of the automa
tic credit scheme (which enables the creditors' account to be
credited within one day instead of the usual 3-7 days). Emphasis
was likewise given to the diversification of export products and
markets, and to the simplification of export procedures and do
cumentation.

3, Regulations on Other Invisibles

Maximization of foreign exchange receipts from tourism
and from Filipinos working abroad remained the underlying
consideration of 1978 regulations covering invisibles. Activities
were focused on the audit/investigation of establishments en
gaged in non-trade foreign exchange transactions,. the .identifica
tion of new foreign exchange earners, and the licensing of au
thorized foreign exchange dealers. Particular emphasis was
placed on Philippine overseas contractors to determine the ex
tent of their contracting/recruiting operations and their degree
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of compliance with Central Bank regulations (specifically the
channelling into the banking system of non-trade foreign ex
change earnings).

Meanwhile, regulations were aimed basically at keeping for
eign exchange outflows from invisibles at manageable levels in
1978, even as applications acted upon by the Central Bank in
creased by 11.5 per cent to 11,350. The lifting of the ban on
foreign travel of residents during the latter part of 1977 raised
the number of applications for purchase of foreign exchange for
travel from 2,416 in 1977 to 5,751 or by 138 per cent for the year
in review. Requests for approval of royalty/licensing agreements
under Central Bank Circular 393 totalled 527 as compared to
464 in 1977. Applications for remittance of technical fees/ro
yalties and of capital transfers amounted to 424 and 393, res
pectively, representing 74.7 per cent and 28.7 per cent increases
in that order. The remaining 4,255 were applications for remit
tances of profits/dividends, of educational expenses and subsist
ence of dependents abroad, and of miscellaneous items.

4. Foreign Exchange Investment Portfolio

Against a background of worldwide liquidity, slow demand
for funds, and instability of the foreign exchange markets in
1978, the annualized yield rate on the Central Bank's foreign ex
change investment portfolio slipped to 7.5 per cent from 7.9 per
cent in the prior year.

Nonetheless, total investment income moved up to $116 mil
lion from $107 million in 1977, posting a gain of $9 million or
fLO per cent. This owed largely to the expansion by 13.2 per
cent in the size of the investment portfolio from $1,356.2 mil
lion in 1977 to $1,534.7 million by end-December 1978. Further
more, the timely diversification of foreign exchange currency
holdings, the shift to better yielding instruments, and the man
agement of the maturity structure of investments in response to
interest rate developments contributed to the !!rowth in earn
ings.

Significantly, in a move to support the Manila ODUs with
out sacrificing income, placements with the 17 Offshore Banks
in the form of time and call deposits were increased by 32.0 per
cent to $.375.9 million.

Earnings rose steadily during the year [rom $20.7 million
in the first quarter to $27.3 million in the second, to $30.2 mil
lion in the third, and finally, to $37.7 million in the fourth quar
ter.

D. OPERATIONS AS FISCAL AGENT OF THE GOVERNMENT

1. Issuance and Placement of Government Securities

Total authorized issues of government securities during the
year aggregated 1'12,876 million. These consisted of:
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1) new authorizations in the amount of P5,106 million;

2) issues under previously authorized ceilings for regular
and special series Treasury bills amounting to P5,611 mll
lion and

3) other carry-over issues at the close of the preceding year
aggregating P2,159 million.

Seventy per cent or 119,038 million of total issues authorized
for 1978 represented National Government obligations. These
were followed by Central Dank issues amounting to P3,600 mil
lion or 28 per cent while the remaining 2 per cent (P238 mil
lion) represented government corporate issues.

2, Primary Sales of Securities

Primary sales of government securities made through the
Central Bank amounted to 11'10,319 million or a decrease of 22
per cent from the figure for 1977. This decrease resulted from
the redemption of special series CBCIs before their maturity,
no sales having been made thereafter.

Securities sold for the account of the National Government
amounted to P7,258 million or 70 per cent of total government
securities sales. marking an annual growth of 0.5 per cent. Se
curities of the National Government included Treasury bills,
notes and bonds and Premyo Savings Bonds, a large portion (70
per cent) of which were sold under the Biglang Bahay concept
which was inaugurated only on November 17, 1978.

Securities of government corporations sold through the Cen
tral Bank increased by 53 per cent and reached a total of P207
million. At this level, government corporate securities sold at
the primary level accounted for 2 per cent of total.

The remaining 28 per cent or P2,854 million represented Cen
tral Bank Certificates of Indebtedness. At a level of P2,762 mil
lion, regular series CBCIs constituted 96 per cent of total Cen
tral Bank issues and registered an increase of 64 per cent. In
September, regular CBCIs were redesigned and sold through auc
tion, a move designed to determine the market price of these is
sues. Thus, broken down into method of CDCI placement, Pl,962
million was sold through service agencies and the balance of
P800 million through auction.

Moreover, in line with the program for the rationalization
of the yields and terms of government securities, 11'800 million
worth of special series CBCIs were redeemed before their ma
turity in August. These issues which were used as reserves of
commercial banks for marginal deposits against import letters
of credit were replaced with Treasury Bond.
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TABry49. - GOVERNMENT SECURITIES ISSUED THROUGH
THE CENTRAL BANK: 197811./

(Million Pesos)

Type of Unsold Previou~ Authorized Sold Unissued/
12/31/78 Unjssu During the Thtal &/or Unsold

Security Ceiling Year Issued 12/31/78

Total ............... 2,159.1 5,611.0 5,639.5x( 12,875.6 9.710.2 2,456.9
._- ._-_ ..._- •....

National
Gov't
Issues: --.,., 1,978.4 4,811.0 2,772.5 9,037.9 6,650.0 2,387.9

Treasury
Notes .. ~ .._~- 204,9 691.0 895.9 718.8 177.1

Treasury
Bonds _____ 798.8 563.1 1,361.9 ~64.8 997.1

PWED
Bonds .___ _.

NIA
Bonds ......

Premyo
Savings
Bonds ..... 159.1 400.0 559.1 142.4 416.7

Land
Bank
Cap.
Bonds ....... 150.0 150.0 150.0

Treasury
Cap.
Bonds ...... 105.4 105.4 105.4

MWSS
Cap.
Bonds ______ 90.0 90.0 61.0 29.0

NPC Cap.
Bonds ....... 51.6 51.6 30.4 21.2

Cap. Treas
Notes ---~..... ~

275.0 275.0 275.0
Treasury

Bills
(Reg.) ...-'. 426.1bj 3,311.0 738.0xj 4,049.0 3,990.8 58.2b j

Treasury
Bills
(SpI.) ---,-- 97.geJ 1,500.0 1,500,Oc/ 961.4dj 538.6c j

Gov't Corp.
Issues; ...... 180.7 57.0 237.7 206.7 31.0

CCP
Bonds ..... 40.0 40.0 9.0 31.0

EPZA
Bonds ....... 57.0 57.0 57.0

NPC
Bonds ____ -. 140.7 140.7 140.7

MWSS
Bonds .......
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TABLE 49. - GOVERNMENT SECURITIES ISSUED THROUGH
THE CENTRAL BANK: 1978al (Concluded)

(MilliOn Pesos)

lI'ype of

Security 12/31/77

Previously Authorized
Unissued During the

Ceiling Year
Total

Sold
&/or

Issued

Unissued/
Unsold

12/31/78

CB Issues:
CBCI Re

gular
Series .

CBCI Spe
cial Se
ries ._._..._

800.0 2,800.0

2,800,0

800.0f /

3,600.0 2,853.5

2,800.0 2,762.0

800.0 91.5

38.0

38.0

-

e] Exclusive of foreign denominated securities
bl Amount of rejections which are no lo.Qgel' reissued
c] Authorized ceiling outstanding at any point in time
dl Amount outstanding as of Dec. 29. 19111
e] Balance available for sale at year-end
fl Redeemed prior to maturity on Aug., 1978
x] Includes previously authorized ceiling.

3. Outstanding Securities Issued through and by the
Central Bank

Outstanding public debt issued through and by the Cen
tral Bank aggregated P26,745 million at the close of the year.
This represented an increase of 12 per cent over the level regis
tered in 1977. Of this amount, P15.676 million or 59 per cent rep
resented obligations of the National Government and govern
ment corporations. The remaining P11,069 or 41 per cent took
the fonn of Central Bank Certificates of Indebtedness.

The interest rates of outstanding public debt issued through
and by the Central Bank ranged from zero to 13.875 per cent or
a weighted average interest rate within the range of 6.828 per
cent to 7.030 per cent. Approximately, one-third of the outstand
ing issues with interest rates of 2 to 4.75 per cent were used as
reserves against deposit liabilities. Only the outstanding CBCIs
denominated in US dollar carried yields above 12.5 per cent.

TABLE 50.- OUTSTANDING GOVERNMENT SECURITIES ISSUED
THROUGH THE CENTRAL BANK

As of December 31, 1977 & 1978
(Million Pesos)

Securities

Tot a I ---- , .

A. National Gov't & Gov't
Corp. Issues ----._ _.
Long Term ............•.-- ; ..

PWED Bonds -.......•........,
RP Ext. Loan Bonds ,..
Prernyo Savings Bonds ~
NPC Capital Bonds .., _ .
NPC Bonds ;c." .;•........
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1978

26,745.2

15,676.6
-. 9,8;;5.1

711.5
18.1

383.4
'300.4

.520.3

1977

14,676.3
8,821.1

761.5
27.1

241.0
270.0
379.6

Increase
(Decrease)

2.911.1

1,000.3
1,0340

(50.0)
(9.0)

142.4
30.4

140.7



TABLE 50. - OUTSTANDING GOVERNMENT SECURITIES ISSUED
THROUGH THE CENTRAL BANK (Concluded)

As of December 31, 1977 & 1978
(Million Pesos)

Securities

LB Capital Bonds .
NAWASA Bonds . .__ .
MWSS Bonds _. __ _ .
MWSS Capital Bonds ..__
N L C. " __. _ _ .
NIA Bonds __ ..__ _ .,..
Treasury Bonds _. .
Treasury Notes _ .
Treasury Prom. Notes .
Cap. Treasury Bonds __ _. _
Capital Bonds __ __ .
CCP Bonds _ _ .
Treasury Capital Bonds .,.__
EPZA Bonds . ,,_. -.
Cap. Treasury Notes ... ..

Medium Term . .. _. ._..__

Treasury Notes _ _
Capital Treasury Notes ._
EPZA Bonds ..__ _ .

Short Term . ._ . .._ __
Treasury Bills ._ ,, .... _

I B. Central Bank Issues - -,,----- -
CBCT . .._. __ .__.__ .__ .
CBCI (CSL) ._ _ _ _ .

Medium Term _ .__.._. .
Long Term __..__ ._ ..

4. Debt Servicing

1978

1418
70.0

126.0
16.3

184.4
4,832.7

459.8
8.0

400.0
200.0
94.0

880.4
306.0
200.0

3,276.4
3,041.4

215.0
20.0

2.)45,1

2,.~45.1

11,068.6
-" -
9.907.4
1,161.2

310.1
851.1

1977

5.0
157.7
70.0
65.0
16.3

209.4
4,469.5

432.0
8.0

400.0
200.0
85.0

775.0
249.0

3.296.5
3,041.5

215.0
40.0

2.558.7
2,5_~8.7

9.157.8
7,996.6
1,161.2

310.1
851.1

Increase
(Decrease)

(5.0)
( 13.9)

61.0

(25.0)
363,2
27.8

9.0
1054
57.4

200.0
(20.1)
(0.1)

(20.0)
(13.6)

(13.6 )
1,910.8
1,910.8

A total of P1,511 million was incurred as interest expense for
the various government securities outstanding as of December
31, 1978. This amount represented an annual increase of 8 per
cent or "108 million. The P889 million cost of borrowing for
National Government and government corporation obligations
consisted of interests paid on securities (P585 million) and dis
counts on Treasury bills (P304 million). On the other hand, the
Central Bank paid out interests amounting to P621 million to
various CBeI holders.

Other servicing costs incurred during the year amounted to
P378 million, broken down into commissions paid to service
agencies, JJ'17 million taxes on interest earnings on CBCIs, P303
million; prizes on winning Premyo Savings Bonds, P40 million;
and interest expense on reverse RIPs, P12 million.
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- ~ -_.. ,~ - --~ -

/ TABLE 51. - INTEREST PAVMBNTS ON GOVERNMENT
( SECURITIES: 1977 It 1978

(Million Pesos)

I

I
I.

Securities

Tot a I _..".." ",,__ .
A. National Gov't & Gov't

Corp. Issues ..
Treasury Bills (Reg. .t Spt.) .
Treasury Notes .
EPZA Bonds .
PWED Bonds .. .
NPC Bonds - - .
NAWASA Bonds -_ _ _
NIA Bonds .._ _ .
N L C ".__ _ " _
LB Cap. Bonds .. .
Treas. Prom. Notes ,,-_-._ .
Treasury Bonds _ "." _.
MWSS Cap. Bonds __
MWSS Bonds - ,, _

g~ ~~~ ~~~_s__ .::::::::::::::::::::::::
N P C Cap. Bonds ".._ "
Treas. Cap. Bonds --- " ..

I B. Central Bank Issues _ .
CBCI Reg. Series .._ ,, .
CBCI SpI. Series " -.. _
CBCI Concessional -_ _

1978 1977

1,510.6 1,402.9
.,.-- - -

889.3 707.7
303']' ~221.0

30.4 23.6
30.6 23.6
34.8 43.7
27.7 24.1
10.5 12.3
13.4 14.4
0.8 0.8
0.4 0.4
0.2 0.2

199.7 171.6
92 42
4.2 6.6
5.0 8.0
6.3

18.7 18.2
28.0 17.0

621.3 695.2
532.9 561.1
20.3 65.6
68.1 68.5

Increase
(Decrease)

107.7

181.6

,(73.9)

I

5. Administration of V"nous Funds

As fiscal agent of the government, the Central Bank also ad.
ministered a number of government funds and accounts with to
tal resources amounting to ?1,934 million as of the end of 1978.
These resources were invested in government securities and
earned a total income of P140 million during the year.

The funds and accounts being administered by the Central
Bank include the bond sinking funds, the Industrial Gua
rantee and Loan Fund, the Special Guarantee Fund, Reserve for
Currency Insurance Fund, NGA Special Accounts and the Securi
ties Stabilization Fund.

6. Collection of Taxes

Taxes collected by the Central Bank through its authorized
agent banks grew by 21 per cent, from a level of P13,369 mil
lion in 1977 to 1"16,152 million this year. Internal revenue taxes,
amounting to Pll,429 million accounted for the lion's share or
71 per cent of total collections. Collection by banks of internal
revenue taxes showed an annual increase of 23 per cent. This
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increase may be attributed to the intensified tax information and
tax education drives waged by the government and to improve
ments in the tax collection system. Contributory factors may
also be due to the expansion in the collection of internal reve
nue taxes to all cities, provinces and municipalities and with the
Central Bank giving authority to banking institutions, other than
commercial banks, to collect such taxes. Collections by private
development banks, stock savings and loan associations and
savings and mortgage banks in 1978 amounted to 'P1,137 million
and accounted for 10 per cent of total collections.

Twenty seven (27) per cent of total collections this year took
the form of customs duties. At a level of P4,283 million, cus
toms duties exceeded the level realized last year by 24 per cent.
The port of Manila collected about 95 per cent of the intake
while the remainder came from the ports of Cebu, Davao, Ca
gayan de Oro and Iloilo.

Export tax collections amounted to P438 million showing a
decrease of 27 per cent from last year's level. The decline; may
be traced to a number of factors: the worldwide economic slump
prevailing in the major industrial and importing countries high
er price of oil, disturbances in the international currency mar
kets and fall in prices of traditional exports in the world market.
To cushion the impact of falling export prices and as an incen
tive to producers, the government lifted in 1974 and 1975 the
imposition of export and premium duties on all wood products.
copper and cement. Thus, of the 25 export products originally
listed in the Customs and Tariff Code as subject to the export
duty, only 17 remain in the list out of which eight products
arc being assessed for both export and premium duties.

Total stabilization tax collections decreased by 42 per cent
and amounted to PI.7 million. This is to be expected as collec
tions of this tax, now being phased out, came from payments
of tax deficiencies, including surcharges and penalties.

TABLE 52. - REVENUE COLLECTTONS THROUGH THE
CENTRAL BANK: 1977 &: 1978

(Million Pesos)

I t e m

TOT A L _ .

Internal Revenue Taxes __
Customs Duties __. _. ._ _. .
Export Premium Duty __.__ _ .
Stabilization Tax __ __ _ _ _
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1978

16,152.0

11,429.0
4,283.1

438.2
1.7

1977

13,369.0

9,311.5
3,450.6

603.9
3.0



E. OTHER ACTIVITIES

1. Currency Issue and Clearing

As of end-December 1978, P9,234 million worth of net cur
rency to meet the requirements of the economy was issued dur
ing the year, higher by 19 per cent than last year's outstanding
level of fY7,766 million. Of the Pl,468 million net currency in
crease, 95 per cent represented additional issuances of curren
cy notes supplied by the Security Printing Plant and 5 per cent
in coins produced principally by the Mint Plant and Gold Re
finery. Gross outstanding liability, however, of the Central Bank
reached Pll,297 million of which P2,063 million consisted of
cash in vaults, cash-held-in-trust with Philippine National Bank
branches and agencies and cash subject to verification.

Related to its currency administration activities, the Central
Bank Cash Department received for retirement in 1978 muti
lated-perforated "ABL" currency notes with face value of P2,694
million compared to P1,684 million last year. Demonetized coins
held for safekeeping likewise increaseed from P181 thousand to
P2S2 thousand consisting mainly of Treasury and Central Bank
(English series) coins which shall cease to he a liability of the
Central Bank after March 31, 1979 (Cir. No. 450) and August 31,
1979 (Cir. No. 470), respectively.

The Central Bank, through its Accounting Department, like
wise provided and maintained clearing facilities for interbank ex
changes of demand items. A total of more than 41 million checks
and other clearing items valued at tt670 billion were settled duro
ing the year, participated in among 38 banks/entities including
the Central Bank, the Treasurer of the Philippines, and the Bu
reau of Posts. Over the year, the number of checks decreased
slightly while the amount went up by 17 per cent.

Z. Mint and Gold Refinery

Pursuant to Letter of Instruction No. 171 of the President
of the Philippines dated February 27,1974 and Monetary Board
Resolution No. 537 dated March 14, 1975, the Mint Plant and
Gold Refinery were established to produce circulation coins and
special coinage requirements of the country as well as to pro
duce refined gold and silver acceptable in the international gold
and silver markets. Although the Mint Plant and Gold Refinery
were formally inaugurated only this year, actual operation for
the Gold Refinery started as early as September 28, 1977 while
that for the Mint Plant commenced on December 1, 1977.

During the year, the Mint Plant finally completed the 1977
series numbering more than 92 million" pieces of Ang Bagong Li-,
punan coins, notwithstanding .a two-week shutdown in April.
(Of the 1978 45 million required series (with denominations of
1-, 5-, 10- and 25-sentimo and I-piso), 33 million or 73 per cent
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of the total order was produced. More than 126 million pieces
of blanks were struck into coins during the year of which 0.6
per cent, representing trial pieces and mls-strikes, was con
demned. In the course of inspection of the 1977 and 1978 coinage,
it was observed that the most common cause of rejection was
due to filled-die errors.]

The total deliveries made to the Cash Department through
the Currency Stock Committee this year aggregated 127 million
pieces of circulation coins of various denominations with a face
value of P34 million including the undelivered production in
1977. Coins with 1977 year mark totalled more than 94 million
pieces with a face value of P25 million, while those with the 1978
year mark numbered 33 million pieces with a face value of P8
million.

In spite of the four-month shutdown period and first stock
taking, a total of 72,075 ounces of refined gold assaying 99.99 per
cent and 24,196 ounces of refined silver assaying 99.90 per cent
were produced by the Gold Refinery.

Raw bullion deliveries amounting to 608 bars weighing a to
tal of 300,526 ounces and containing 160,925 fine ounce of gold
and 92,096 fine ounces of silver were received for refining during
the year. Benguet Consolidated, Inc. topped all other gold pro
ducers that sent their gold bullion to and utilized the services
of the Gold Refinery in 1978. Due to the increase in the price of
gold, a marked rise in gold bullion deliveries to the Refinery
during the last quarters 1977 and 1978 was observed.

The Gold Refinery also delivered to the Cash Department
1,619 ounces of gold grains assaying 99.99 per cent available for
sale to the local jewelers and other industrial gold users pursuant
to the provisions of Central Bank Circular No. 602.

3. Security Printing Plant

The Security Printing Plant is principally responsible for the
printing and processing of all banknotes to be issued by the Cen
tral Bank. It is also tasked to offer security instruments, such
as MICR· encoded checks of the financial system, certificates, de
posit passbooks, Torrens titles, internal revenue stamps and
postage stamps.

During the year, 72 million pieces (Pl,130 million) of "Ang
Bagong Lipunan" (ABL) notes were delivered by the Security
Printing Plant to the Cash Department, while 18 million pieces
(P420 million) remained undelivered. In addition, the plant corn
pleted processing and delivered to the Cash Department 47 mil
lion 2-piso semi-finished numbered notes (singles) and 14 mil
lion pieces of the 36 million 2-piso unnumbered notes (sheet
fonn) supplied by Thomas de la Rue & Co., Ltd.
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The Bank's offer of a centrBliu:d source of MICR-encoded
checks for the banking system to be supplied by the Security
Printing Plant has been accepted by the Bankers' Association of
the Philippines. Printing of said cnecks, however, by the plant
will commence only in February 1979.

4. Regional Operations

(a) Cash and Banking Operations

Total receipts (cash and check deposits of banks, cash requi
sitions, incoming cash shipments, including such items as pro
ceeds from sales of government securities) from the three Cen
tral Bank regional, offices in Davao City, Cebu City, and San
Fernando, La Union aggregated P3,226 million in 1978 or P65 mil
lion more than the total disbursements (cash withdrawals of
banks, cash shipments to the Cash Department and Davao Re
gional Office, foreign currencies shipped to Manila, including
such items as payment for encashment of government securities)
of P3,161 million.

Cash deposits received from commercial bank branches in
the areal jurisdiction of the regional offices reached P2,299 mil
lion which reflected an increase of 17 per cent from last year's
deposits. On the other hand, cash withdrawals by commercial
bank branches against their demand deposit accounts with the
regional offices went up by 21 per cent to post a level of 1'2,412
million in 1978. Various acceptable foreign currencies purchased
by the regional offices from authorized agent banks and foreign
exchange dealers within their areal jurisdiction reached P2 mil
lion, 23 per cent higher than last year's level.

To supply the currency needs of the various commercial
bank branches, rural banks, savings and loan associations and
government agencies, cash requisitions at t'917 million were made
in 1978 as against P945 million in 1977. Total mutilated curren
cv notes withdrawn from circulation reached P647 million in
1978. higher by PI07 million than last year's.

(b) Rediscounting Operations

Rural banks numbering 290' under the jurisdiction of the
three Regional Offices availed themselves of rediscounts which
totalled P552 million compared to P422 million granted in 1977.
Of total loans granted, 65 per cent accounted for supervised cre
dit, 34 per cent for non-supervised credit and the balance for
restructured loans.

At the end of the current year, outstanding rediscounts set
tled at ~SS3 million, of which past due loans amounted to 1'140
million with a ratio of 25 per cent to total outstanding redis
counts.
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(c) Securities Marketing and Servicing Operations

Sale of government securities and bonds by the Securities
Units in the three Regional Office declined to 1"49 million from
1>5.6 million in 1977. Since many rural banks have substantially
complied with the requirement to invest in eligible government
securities for agrarian reform credit (as required under Cir. No.
473 and P.D. 717), the sale of CBCIs decreased. On the other
hand, sale of Premyo Savings Bonds increased by 1"1 million.
Encashment of government securities in branches almost
doubled the 1977 figure of more than 1"2 million to 1"4 million
in 1978.

(d) Revenue Collections

In the Cebu and Davao Regional Offices, revenue collec
tions aggregated 1"523 million, higher by 20 per cent than last
year's collections. Of current total, 65 per cent accounted for
National Internal Revenue taxes and the rest for custom duties
and other levies.

(e) Clearing Operations

During the year, a total of 6 million checks (local and out
of-town clearing) with a value of 1"47,998 million was transacted
in the three regional clearing units. Of the total, the Cebu Re
gional Clearing Unit accounted for 57 per cent, followed by Da
vao for 40 per cent, and La Union for 3 per cent.

5. Training Program/Technical Assistance

In line with its policy of acquainting officers and staffs of
banking institutions with pertinent banking laws, rules and re
gulations and to provide them with basic banking skills and
techniques, the Central Bank conducted seminars/workshops
and training courses for 2,551 officers and employees of rural
banks and savings and loan associations during the year.

The opening of 35 new rural banks in 1978 contributed great
ly to the increased training and technical assistance activity dur
ing the period. The Bank conducted special seminars covering
duties and responsibilities of officials for 208 rural bank direc
tors, basic training courses for 910 officers and staffs of rural
banks, and a special seminar on bank marketing and client de
velopment for 104 rural bankers. It co-sponsored regional manage
ment workshops for some 740 rural bankers in five major ur
ban centers in the northern, and southern regions of the coun
try, and conducted, jointly with the Provincial Federation/Re
gional Confederation of Rural Banks, courses on supervised farm
credit for 116 rural bank technicians inconsonance with the
countryside'creditdeveJopmeIit program. IIi line 'with the Gov
ernment's on-going food production' campaign, the Bank also co
sponsored with the Department of Agriculture the training of 120
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rural bank managers and technicians on schemes and strategies
for implementing the recently established Bakahang Barangay
Program.

Hand in hand with the stepped-up training activities in ru
ral banking and the 16 per cent rise in the number of savings
and loan associations recorded in 1978, the Bank embarked on
a vigorous technical assistance program covering the training
of 353 officers and staffs of stock and non-stock savings and
loan associations (SLAs). The training covered specialized lec
ture sessions on the uniform accounting system prescribed by
the Central Bank and basic courses on rules and regulations, pro
cedures and report requirements and other legal provisions co
vering SLA operations.

As part of its staff professionalization program and to keep
abreast with current economic, trade and modern banking de
velopments, the Bank sent abroad six officials and members of
its various technical staffs and operating departments to under
take specialized studies in statistics, foreign banking, lease fi
nancing and industrial financial management, securities custody
and safekeeping operations and agricultural production develop
ment.

The Bank continued its active involvement in regional eco
nomic and monetary affairs through the assistance given to vi
siting officials of central banks, monetary authorities and simi
lar institutions in Asia, and through ,participation in seminars
and workshops sponsored by central banks and financial insti
tutions in the region. The Bank sent a directing staff member
and a participant-discussant in the SEANZA Central Banking
Course held in Seoul, Korea, and a participant each to the SEA
CEN Workshop Seminar on Agricultural Credit and Financing
in Malaysia, and the ASEAN Seminar on Techniques of Sub
regional Cooperation in Bangkok, Thailand. On the other hand.
the holding of a special briefing for 20 branch managers of the
Thai Bank for Agricultural Cooperatives under the auspices of
the FAD/German Foundation for International Development, the
study program arranged for two officers of the Bank of Thai
land on development of money markets, control of investment
operations and foreign borrowings, etc., and for an official of
the Reserve Bank of India on exchange control, offshore market
operations and monetary policy functions, highlighted the tech
nical assistance given to members of Asian banking institutions
during the period.

6. Central Bank Committees

For the year in review, several committees/commissions
were created or reactivated for purposes of conducting specific
studies and researches to assist management in determining the
appropriate policies and/or measures to adopt. In some cases,
these groups were also charged with implementing existing Cen
tral Bank policies.
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The more significant committees created during the year
were:

a) Reactivation of the Ad Hoc Inter-Agency Review Com
mittee on Technology Transfers (M.B. Res. No. 161, January 20,
1978) - As provided under the M.B. Res. No. 205 dated January
21, 1977, members of the committee will coordinate in fonnu
lating recommendations to improve existing procedures and
policies un technology transfers.

b) Consolidated Foreign Borrowings Program Committee
(M.B. Res. No. 194, January 27, 1978) - To evaluate loan ap
plications and proposals to the Central Bank under the program,
including their negotiation and implementation, and to assist the
Government in its borrowing efforts under the program.

c) Inter-Agency Committee for Review of Loan Documents
for Foreign Credits (M.B. Res. No. 1505, September 1, 1978) 
To conduct a simultaneous review of the loan and guarantee
agreements as well as all ancillary papers and all legal opinions
and side-letters to facilitate the finalization of the required do
cumentation in coordination with the representative and coun
sel of the lenders.

d) Ad Hoc Anti-Bank Fraud Committee (M.B. Res. No. 929,
June 9, 1978) - To develop, evaluate, investigate and prosecute
before civil courts cases involving bank frauds and anomalies.

e) Committee on the New Techniques on the Credit and
Collection System of Rural Banks (M.B. Res. No. 2029, Decem
ber 8; 1978) - To coordinate and monitor the following projects:
(a) To explore the feasibility of developing an efficient nation
wide marketing system; (b) To introduce in the lending opera
tions of rural banks the use of farmer credit cards; (c) To ex
plore the possibility of revitalizing the agricultural cooperative
movement in the Philippines; (d) To tap and reinforce the faci
lities and resources of the Philippine Training Center for Rural
Development.

f) Agricultural Machinery Distributors/Manufacturers Accre
ditation Committee (M.B. Res. No. 1278, July 28, 1978) - To pro
cess and screen applications of agricultural machinery distribu
tors/manufacturers to do business with anyone of the members
of the Committee and to approve prices of machineries and/or
other items sold to end-users through the financing of said ma
chineries.

g) Central Bank-Securities and Exchange Commission Co
ordinating Committee (M.B. Res. No. 1440, August 25, 1978) 
To provide a continuing and permanent mechanism for the pro
per enforcement of joint responsibilities over financial interme
diaries.
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h) Ad Hoc Committee (M.B. Res. No. 1542, September 8,
1978) - To conduct an in-depth review of the proposal for the
issuance of capital certificates as alternative media for the capi
tal build-up of commercial banks.

F. FINANCIAL CONDITION OF THE CENTRAL BANK

As of end-December 1978. total resources of the Central Bank
stood at P38,358 million or an increase of P9,375 million over
the level a year ago. The increment was reflected chiefly in the
international reserve and loans and advances accounts which
surged by P2,669 million and P5,995 million respectively. How
ever, the Bank reduced its holdings of domestic securities from
P5,166 million to P4.872 million in line with its open market
operations.

-FINANCIAL CONDITION OF THE CENTRAL BANK
o..nber 31.197& - 1Q78

(Billion ,,-sos)
--'" "

ASS5TS L,,,.,LITIES

1977 .978
o _

197' 1977 1978

To cope with its expanding functions and responsibilities
the Bank improved and added to existing physical facilities so
as to enhance operational efficiency. Thus, the fixed assets ac
count rose from f"1,542 million to P1,641 million during the
year.
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TARI.E 53. - COMPARATIVE STATEMENT OF CONDITION
OF THE CENTRAL BANK
December 31, 1977 and 1978

(Million Pesos)

I t e m

ASSETS:

1978
Increase

1977 or
IDecrease (-)

11,437.3 2,668.9
5,165.9 - 294.2
6,856.7 5,995.4

811.4 290.8
34.5

International Reserve ----.---..__
Domestic Securities _. __ ._._ _
Loans and Advances .._ _
Special Account - Foreign Ex-

change Differentials --------
Account to Secure Coinage .
Government Note - Treasury

Certificate Account ...__.
Monetary Adjustment Account,

Government Note __.._ __ .
Bank Premises, Furniture &

Equipment - .__ ._. __ _ .
Other Assets __ _.

TOTAL ASSETS .__ . ._

LIABILITIES:

14,106.2
4,871.7

12,852.1

520.6
34.5

27.3

2,349.4

1,641.2
1,955.0

38,358.0

27.3

1,546.3

1,561.2
1,542.3

28,982.9

803.1

SO.O
412.7

9,375.1

10.0 10.0
307.9 301.2 6.7

65.9 47.0 18.9

0.3 0.3
27.2 61.0 - 33.8

411.3 419.5 - 8.2

38,358.0 28,982.9 9,375.1

Currency Issue _ .__
Demand Deposits: --.- _

Banking Institutions _
National Government .__. _
International Monetary

Fund : __ . _
Other Deposits _ _

Notes and Loans Payable ._ -._
Allocation of Special Drawing

Rights . _
CB Certificates of Indebted-

ness ..__ _ .
CB Certificates of Indebted-

ncss - Foreign Currency . _
Revaluation of International

Reserve .. . .. _
Other Liabilities __.._. .. .._. __

TOTAL LIABILITIES ._..__.

NET WORTH:

Capital " __ . . .
Surplus _.." _._.. _
Reserve for Currency Insur-

ance _ _.. .
Reserve [or Refund of Margin

Fee ..__ " _..
Undivided Profits ..

TOTAL NET WORTH

TOTAL LIABILITIES AND
NET WORTH _
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9,234.3 7,766.5
11,09:1.1 8,587.6
3,990.6 3,114.0
2,668.7 1,433.0

4,282.1 3,938.2
157.7 102.4

5,157.9 1,644.5

444.4 444.4

9,907.4 7,996.6

1,161.2 1,161.2

193.0 193.0
749.4 769.6

37,946.7 28,563.4

1,467.8
2,511.5

876.6
1,235.7

343.9
55.3

3,513.4

1,910.8

- 20.2

9,383.3



In consonance with its Charter's overall objective, the Bank
increased the notes and cow in circulation by 18.9 per cent to
P9,234 million from the previous year's level, specifically to meet
the cash requirements during the year under review. Also, the
Bank issued more Central Bank Certificates of Indebtedness
(CBCIs) through its open market operations as domestic curren
cy transactions grew from P7,997 million to 1'9,907 million or by
23.9 per cent. Furthermore, the Bank generated an additional
P3,5J3 million from borrowings as notes and loans payable
rose from Pl,645 million to PS,158 million or by 213.6 per cent.

As custodian of the cash reserves of banks and as depository
and collection agent of the Government, the Bank increased its
demand deposit liabilities by 29.2 per cent to 1"11,099 milllan
rrom the balance a year earlier which was accounted for pri
rnarily by gains in deposits of banks and the National Govern
ment amounting to P2,112 millioa. Meanwhile, IMF demand de
posits rose from P3,938 million to P4.282 million or by P344 mil
lion. These developments boosted the financial operations of
the Bank. Thus, total liabilities grew from '28,563 million to
P37,947 million,

The Bank ended its 1978 operations with a net worth of
P411 million, registering a decline of P8 million over the preeed
ing year's equity. The negative result was brought about solely
bv a faU of 1'34 million in undivided profits which more than
offset. the increases in surplus and reserve for currency insur
ance accounts.
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APPENDIX ON

MAJOR LEGAL AND ADMINISTRATIVE MEASURES OF
ECONOMIC SIGNIFICANCE ADOPTED BY THE

GOVERNMENT AND THE MONETARY
BOARD DURING 1978

PRESIDENTIAL DECREES

MALACA~ANG

MANILA

PRESIDENTIAL DECREE NO. 1282

/-- - FURTHER AMENDING SECTION EIGHTY-EIGHT OF
REPUBLIC ACT NUMBERED TWO HUNDRED

SIXTY-FIVE, AS AMENDED, OTHERWISE
KNOWN AS THE CENTRAL BANK ACT.

WHEREAS, long-term lending institutions playa vital role in
providing medium and long-term funds for housing and other priority
programs of the Government;

WHEREAS, it is necessary to afford the Central Bank of the
Philippines greater flexibility in the use of its credit facilities so as
to augment medium and long-term funds for economic development;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby decree and ol'derthe amendment of Republic
Act Numbered Two Hundred Sixty-Five, as amended, as follows:

SECTION 1. Section Eighty-eight of Republic Act Numbered
Two Hundred Sixty-Five, as amended, is hereby amended to read as
follows:

"Sec. 88. Loans to long-term institutions.

"A. Under special circumstances in which the Monetary
Board considers it advisable to promote or facilitate the
lending operations, or certain classes thereof, of banking
institutions engaged in long-term financing, the Central Bank
may grant loans or advances to said institutions against
pledge or assignment of pqments, installments or amorti
zations of their borrowers. The Monetary Board shall prescribe
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the ceilings on said loans or advances based on the payments,
installments, or amortizations pledged or assigned: Provided,
however, That the Central Bank shall finance said loans from
non-inflationary sources and shall establish additional
safeguards as it deems proper.

"In granting loans and advances under this subsection, the
Central Bank shall first ascertain that the payments, install
ments and amortizations to be pledged or assigned to it are
in no case currently in arrears and that said payments, install
ments and amortizations are related to credit operations
which in every case are adequately secured by mortgages.
Said mortgages shall be assigned to the Central Bank."

SEC. 2. This Decree shall take effect immediately.

Done in the City of Manila, this 16th day of January, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1309

AUTHORIZING THE CENTRAL BANK OF THE PHILIPPINES
TO ENGAGE IN SPECIAL BORROWING AND

LENDING OPERATIONS.

WHEREAS, setting the foundation for long-term growth has
been and still continues to be the main thrust of the country's
development effort;

WHEREAS, substantial foreign financing at the least possible
cost has to be continuously provided to maintain the momentum
of economic growth that has already been established;

WHEREAS, this objective can best be realized through an inte
grated approach, rather than individual uncoordinated approaches,
to the international capital markets;

WHEREAS, because of its unique position in the economy and
its credit standing in the international capital markets, the Central
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Bank possesses the negotiating leverage essential to this borrowing
strategy;

WHEREAS, it is necessary to afford the Central Bank greater
flexibility in its actions to enable it to undertake the borrowing and
lending operations required to achieve this objective:

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution, do hereby decree and order;

SECTION 1. The Central Bank is hereby authorized to
borrow from foreign banks and other foreign or international agen
cies, both public and private, for the purpose of financing the special
credit operations described in Sec. 2 hereof.

SEC. 2. Under special circumstances where the Monetary
Board deems it in the national interest, and notwithstanding the pro
visions of any existing law to the contrary, the Central Bank may
grant loans to the Government or to banking institutions from the
proceeds of foreign loans obtained by it subject to such terms and
conditions as the Monetary Board. may prescribe, for the following
and analogous purposes:

a. To lend to banking institutions for relending such funds 81

may be required to finance approved projects;
b. To finance Government development projects for which

financing from official development assistance (ODA) sources
cannot be obtained; and

c. To refinance existing foreign obligations obtained at relatively
more onerous terms.

The Monetary Board shall establish safeguards as it may deem
proper to prevent undue inflationary effects of the above-mentioned
lending operations and shall issue such rules and regulations as may
be necessary to insure a rational and coordinated approach to the
international capital markets.

SEC. 3. This Decree shall take effect immediately.

Done in the City of Manila, this 3m day of March, in the year
of Our Lord, nineteen hundred and seventy-eight,

(SOD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SOD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1317

FURTHER AMENDING REPUBLIC ACT NO. 337,
AS AMENDED, OTHERWISE KNOWN AS

"THE GENERAL BANKING ACT."

WHEREAS, it is the responsibility of the government to foster
conditions conducive to the development of healthy competition
among the different banking institutions;

WHEREAS, one important segment of the banking industry is
the thrift banking system whose continued viability is essential to the
efficient functioning of the financial system as well as to the attain
ment of national economic goals; and

WHEREAS, a strong thrift banking system will further enhance
its capacity to service fully the increasing needs of households for a
more convenient payments facility for personal and consumer finance
as well as for long-term financing for home building and home deve
lopment;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution, do hereby decree and order the amendment of Republic
Act No. 337, as amended:

SECTION 1. Section 20 of Republic Act No. 337, as amended,
is hereby further amended to read as follows:

"SEC. 20 A commercial bank shall be a corporation pri
marily organized for the purpose of performing the functions
provided in section twenty-one of this Act and of accepting
or creating demand deposits subject to withdrawal by check."

SEC. 2. Subsection (a) of Section 31 of the same Act is here
by further amended to read as follows:

"(a) Loans with the security oftheir own savings and time
deposit obligations or of mortgage and chattel mortgage
bonds which they have issued, or with the security of savings
and time deposit obligations of other banks doing business in
the Philippines: Prouided, That subject to such regulations as
the Monetary Board may prescribe, banks may grant: (1)
clean loans for personal and household finance in amounts
not exceeding the borrower's savings and time deposits in the
bank plus his four months' salary or regular income whether
from employment or from his own business, and (2) loans
for personal and household finance secured by real estate or
chattel mortgage. The aggregate loans granted under sub
section (2) shall not exceed ten per cent (10%) of the total
assets of the bank."
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SEC. 3. Subsection (b) of Section 31 of the same Act is here
by amended to read as follows:

"(b) Loans of the following types:
"(1) Loans to encourage the bleeding, raising and pro

duction of cattle, carabao and other livestock, with maturities
up to three years: Provided, however, That the Monetuy
Board may, in special cases and notwithstanding the provision.
of the last paragraph of Section seventy-eight of this Act.
allow longer maturities. Loans under this subsection shall be
repaid in regular installments and shall have as principal secu
rity a lien on the animals. the bank being empowered. how
ever, to require, in addition real estate and other securities to
its satisfaction; Provided, however, That the livestock need
not secure the loan if the borrower constitutes a lien or mort
gage on real estate property seventy per cent (70%) of the ap
praised value of which equals or exceeds the amount of the
loan granted. The amount of any such loan shall not exceed
fifty per cent (50%) of the commercial value of the animals
at the time the loan is made but simUar additional loans up
.to fifty per cent (50%) may be made as the value of the stock
increases.

"2) Equipment loans. with maturities up to five years. for
the acquisition of any instroments, machinery and other mo
vable equipment for the production, processing, transforma
tion, handling or transportation of agricultural and industrial
products for the use of the bonower. Such loans constitute a
first lien on the assets 10 acquired with the proceeds of the
loan. the bank being empowered, however, to require as addi
tional, security a lien or martpge on other properties of the
debtor: Provided, That the lien need not be constituted if the
borrower executes a mortgage on real estate property seventy
per cent (70%) of the appraised value of which equals or ex
ceeds the amount of the loan granted.

"(3) Loans for the acquisition of agricultural inputs, such
as seeds, fertilizers, feeds and other similar items. Such loans
shall be secured either by chattel mortgage on growing, stand
ing or stored crops or by any other acceptable collateral and
shall be subject to such ceilling and regulations as the Mone
tary Board may prescribe: Provided, That the bank shall be
empowered to require as additional security a lien or mort
gage on other properties of the debtor: Provided, further,
That such loans need not be secured by the growing, standing
or stored crops or other collateral if the borrower executed
a mortgage on real estate property seventy per cent (70%)
of the appraised value of which equals or exceeds the amount
of the loan granted."

SEC. 4. Subsection (e) of section 31 of the same Act is hereby
amended to read as follows:
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"(e) High grade bonds and other evidences 0 f indebtedness
and loans against such obligations, and commercial papers
and accounts receivable discounted with recourse, subject to
such rules as the Monetary Board may promulgate."

SEC. 5. Section 31 of the same Act is hereby amended by
adding a new subsection after subsection (j) which shall read as
follows:

"(k) Such other loans and investments which the Mone
tary Board may determine as necessary in the furtherance 0 f
national economic objectives. "

SEC. 6. Section 32 of the Same Act is hereby amended to
read as follows:

"SEC. 32. Except as the Monetary Bow may otherwise
prescribe, the direct indebtedness to a savings and mortgage
bank of any person, company, corporation or finn, including
in the indebtedness of the company or finn the indebtedness
of the several members thereof, for money borrowed, exclu
ding (a) loans secured by obligations of the Central Bank or
of the Philippine Government, (b) loans fully guaranteed by
the Government as to the payment of principal and interest,
(c) loans to the extent covered by hold-out on, or assignment
of, deposits maintained in the lending bank and held in the
Philippines, and (d) other loans or credits as the Monetary
Bow may, from time to time, specify as non-risk assets,
shall at no time exceed fifteen per cent (15%) of unimpaired
capital and surplus of the bank: Provided, however, That this
limitation shall not apply to loans made under subsection (f)
of section thirty-one.

"Notwithstanding the provisions of the preceding para
graph and subject to such regulations as the Monetary Board
may prescribe, the total indebtedness of any borrower to the
bank may amount to a further fifteen per cent (15%) ofthe
unimpaired capital and surplus of such bank provided the ad
ditional indebtedness is for the purpose of subdivision or
housing development.

"Loans accommodations granted by savings mortgage
banks to any other bank, as well as deposits maintained by
them in any bank licensed to do business in the Philippines,
shall be subject to the loan limit to any single borrower as
herein prescribed."

SEC. 7. The same Act is hereby amended by adding a new
Section to be designated as Section 72-A which shall read as folllows:

"SEC. 72·A. Banking institutions other than commercial
banks may, upon prior approval of, and subject to such con-
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ditions and rules as may be prescribed by. the Monetary
Boasd, accept or cmate demn deposits subject to wi1h
drawal by check..•·

SEC. 8. Section 78 of the same Act is hereby amended to
mad as follows:

"SEC. 78. Loans against mal estate security shall not
exceed seventy per cent (70%) of the appraised value of the
respective mal estate security. plus seventy per cent (70%) of
the appraised value of the insured improvements. and such
loans shall not be made unless titles to the real estate. flee
from all encumbrances. Ebell be in the mortgagor. In the
event of foreclosure. whether judicially or extrajudicially. of
any mortgage on mal eatate which is security for any loan
granted before the passage of this Act or under the proviJions
of this Act. the mortgagor or debtor whose real property h.
been sold at public auction. judicially or extrajudicially. for
the full or partial payment of an obligation to any bank.
banking or credit institution. within the purview of this Act
shall have the right. within one year after the sale of the real
estate as a result ofthe :f9reclosure of the respective mortgage.
to redeem the property by paying the amount fixed by the
court in the order of execution. with interest thereOn at the
rate specified in the mortgage. and all the costs and other
judicial expenses incurred by the bank or institution con
cemed by reason of the execution and sale and as a result of
the custody of said property less the income received from
the property. However. the purchMer at the auction sale con
cemed shall have the right to enter upon and take possession
of such property immediately after the date of the confinna·
tion of the auction sale and IIdministerthe same in accordance
with law.

"Similarly. loans on the security of chattels shall not ex
ceed fifty per cent (50%) of the appraised value of the secu
rity. and such loans shall not be made unless title to the
chattels, free from all encumbrances. shall be in the mortga
gor.

"The Monetary Board may. by regulation. prescribe fur
ther security requilements to which various types of bank
credit shall be subject. and. in accordance with the authority
granted to it in section one hundred eleven of the Central
Bank Act. the Board may reduce the maximum ratioB estab
lished in the present section. or. in special cases. increase the
maximum ratios established herein.

"The Monetary Boaa1 may. similady. in accordance with
the authority granted to it in section one hundred eleven of
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the Central Bank Act, reduce the maximum permissible ma
turities specified in this Act for various types of bank loans,
but in no case shall the Board exercise such power to autho
rize maximum maturities greater than those established in
this Act. Any reduction by the Board of the maximum matu
rities specified in this Act shall apply only to loans made
after the date of such action."

SEC. 9. All existing laws, orders, rules and regulations or parts
thereof in conflict or inconsistent herewith are hereby repealed or
modified accordingly.

SEC. 10. This Decree shall take effect immediately.

Done in the City of Manila, this 29th day of March, in the year
-of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President

Republic of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1318

FURTHER AMENDING REPUBLIC ACT NO. 3779, AS
AMENDED, OTHERWISE KNOWN AS "THE
SAVINGS AND LOAN ASSOCIATIONS ACT".

WHEREAS, stock savings and loan associations are classified
as thrift banks under Section 6-A of Republic Act No. 337, as
amended; and

WHEREAS, there is need to amend certain provisions of Repub
lic Act No. 3779, as amended, in order to allow stock savings and
loan associations to exercise certain powers granted to other thrift
banks under Republic Act No. 337, as amended;

NOW, THEREFORE I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution , do hereby decree and order the amendment of Republic
Act. No. 3779, as amended:

Section 1. Subsection (a) of Section 5 of Republic Act No.
3779, as amended, is hereby amended to read as follows:
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II

"(a) To grant loans not exceeding the borrower's savings
and time deposits in the association, plus his four month's
salary or regular income whether from employment or from
his own business, or seventy percent (70%) of the fair market
value of any property acceptable as collateral on first mort
gage that he may offer as iecurity: Provided, That no loan
shall have a maturity of more than five years, except 108118

on the security of unencumbered real estate for the purpose
of horne building and home development which may be
granted with maturities not exceeding twenty years and
medium-or long-term 108118 to finance agricultural projects,
subject to regulations pre8Cribed by the Monetary Baud:
Prouided, further, That in the case of a borrower who is a
permanent employee or wage earner, the treasurer, cashier or
paymaster of the office employing him is authorized, notwith
standing the provisions of any existing law, rule and regula
tion to the contrary, to make deductions from his salary,
wage or income pursuant to the tenus of his loan to remit
deductions to the savings and loan association concemed, and
collect such reasonable fee for his services as may be autho
rized by rules promulgated by the Monetary Board."

SEC. 2. Subsection (a) of Section 6 of the same Act is hereby
amended to read. as follows:

"Sec. 6 (a) No non-stock association shall have or carry
upon its book for any peDOn any demand, commercial or
checking account, or any credit to be withdrawn upon the
presentation of any negotiable cbeck or draft."

SEC. 3. All existing laws, orders, rules and regulations or parts
thereof in conflict or inconsistent herewith are hereby repealed or
modified accordingly.

SEC. 4. This Decree shall take effect immediately.

Done in the City of Manila, this 29th day of March, in the yeu
of our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Aas....t
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PRESIDENTIAL DECREE NO. 1351

AMENDING SECTIONS 30 AND 53 OF THE NATIONAL INTER·
NAL REVENUE CODE OF 1977 TO AUTHORIZE THE
SECRETARY OF FINANCE TO REQUIRE WITHHOLDING
OF CREDITABLE INCOME TAXES FROM CERTAIN IN·
COME PAYMENTS AND TO REQUIRE PROOF OF SUCH
WITHHOLDING AS AN ADDITIONAL CONDITION FOR
DEDUCTIONS FROM GROSS INCOME

WHEREAS, the most convenient, effective and generally ac
cepted method of collecting income taxes is through the withholding
system;

WHEREAS, in order to optimize the effectiveness of the present
tax collection system, it is necessary to expand the coverage of the
withholding system;

WHEREAS, certain ordinary and necessary expenses and other
items allowed as deductions constitute income to the recipients
thereof and therefor includible in their gross income;

WHEREAS, in order to insure the collection of the income
tax on these income payments, it is necessary to subject such pay
ments to the withholding of tax at source and to require proof
of such withholding and payment to the BrR as a requirement for
the deductibility of such payment;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Republic of the Philippines, by virtue of powers vested in me
by the Constitution, do hereby order and decree the following:

Section 1. Section 53 (f) of the National Internal Revenue Code
of 1977 is hereby amended to read as follows:

"(f) The Secretary of Finance may, upon recommendation of
the Conunissioner of Internal Revenue, require also the withholding
of a tax on the same items of income payable to persons (natural or
juridical) residing in the Philippines by the same persons mentioned
in paragraph (b) (1) of this Section at the rate of not less than 2-1/2%
but not more than 35% therof which shall be credited against the
income tax liability of the taxpayer for the taxable year."

Section 2. Section 30 of the National Internal Revenue Code
of 1977 is hereby amended by adding a new paragraph to read as
follows:

"(m) Additional requirement for deductibility of income
payments. Any income payment which is otherwise deductible
from gross income under this Section shall be allowed as a deduc-
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tion only if it is shown that the tax. required to be deducted and
withheld therefrom has been paid to the Bureau of Internal Revenue
in accordance with this Section, Section 54 and 93 of this Code."

Section 3. This decree shall take effect immediately.

DONE in the City of Manila, this 17th day of April, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SOD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1352

IMPOSING A FIVE PERCENT CUSTOMS DUTY AND FIVE PER
CENT INTERNAL REVENUE TAX IN LIEU OF THE DUTY AND/
OR TAX-FREE IMPORT ATION PRIVILEGE

WHE.REAS, the policy enunciated under Presidential Decree
No. 776 is to rationalize and harmonize the fiscal incentives granted
under existing laws in order to conserve government revenues;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby decree:

SECTION 1. All importations which are presently exempt from
customs duties and/or internal revenue taxes under the provisions of
any general or special laws shall be subject to a 5 percent customs
duty and 5 percent internal revenue taxes subject to the same limi
tations and conditions prescribed under such law, if any. The duty
and tax: imposed herein shall be computed in accordance with the
applicable provisions of the Tariff and Customs Code, as amended,
and the National Internal Revenue Code of 1977 , respectively.

The customs duty and intemal revenue taxes imposed under
this section shall not apply to the following importations:

1. Those which are exempt in pursuance of or in compliance with
international treaties or commitments, such as the ADB-RP .
Host Agreement (1966); the 1947 Convention on Privileges
and Immunities of the United Nations and its specialized
agencies; the United States Agency for International Develop-
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ment-RP Agreement; the 1947 Military Bases Agreement;
and other similar treaties or commitments;

2. Those which are exempt under Section 17 of Presidential
Decree No. 66;

3. Those which are exempt under Section 12 of Presidential
Decree No. 87;

4. Those which are exempt under Presidential Decree No. 215;

5. Those which exempt under Section 1 of Presidential Decree
No. 292;

6. Those which are exempt under Presidential Decree No. 529;

7. Those which are exempt under Section 15 of Presidential
Decree No. 572;

8. Those which are exempt under Presidential Decree No. 604;

9. Those which are exempt under Presidential Decree No. 666;

10. Those which are exempt under Section 76 of Presidential
Decree No. 768;

11. Those which are exempt under Presidential Decree No.
783;

12.'Those which are exempt under Presidential Decree No.
972; and

13. Those which are exempt under Section 18 of Republic Act
No. 6234.

SEC. 2. The pertinent provisions of Presidential
Decree No. 218, Presidential Decree No. 269, Presidential
Decree No. 348, Presidential Decree No. 413, Presidential
Decree No. 440, Presidential Decree No. 535, Presidential
Decree No. 538, Presidential Decree No. 634, Presidential
Decree No. 681, Presidential Decree No. 690, Presidential
Decree No. 926, Presidential Decree No. 990, Presidential
Decree No. 992, Presidential Decree No. 1159, Republic Act No. 720,
Republic Act No. 3470, Republic Act No. 4156, Republic Act No.
5186, Republic Act No. 6135, Republic Act No. 1161, Republic
Act No. 1370, Republic Act No. 2640, Republic Act No. 3054,
Republic Act No. 4690, Republic Act No. 4850, Republic Act No.
4071, and Republic Act No. 6042 and hereby repealed or amended
accordingly.

SEC. 3. All pertinent provisions of special charters granting
franchise and/or similar provisions of other general and special laws
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are likewise repealed or amended accordingly; Provided, however,
That the President may, upon reconunendation of the Fiscal In
centives Review Board, declare a particular provisions of an existing
law other than those enumerated in the preceding paragraph as not
among those repealed or amended by this paragraph.

SEC. 4. The Secretary of Finance shall, upon recommendation
of the Commissioner of Customs, promulgate the necessary rules
and regulations for the effective implementation of the provisions
of this Decree.

SEC. 5. This Decree shall take effect immediately.

DONE in the City of Manila, this 21st day of April, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SOD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1357

AMENDING SECTION 195 OF THE NATIONAL INTERNAL
REVENUE CODE OF 1977 PROVIDE FOR A MORE REAL
ISTIC AND EQUITABLE SALES TAX SYSTEM FOR AU
TOMOBILES.

WHEREAS, it is recognized that the car manufacturing industry
is contributing a vital role in 1he economic development of the
country;

WHEREAS, there is a need to revise the tax system in order
to provide for a more realistic and equitable sales taxation for auto
mobiles;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby order and decree the following:

SECTION 1. The National Internal Revenue Code of 1977 is
hereby amended to read as follows:

"SEC. 196. Percentage Tax 011 Solei of Automobiles.-There shall be
levied, U8eR8ed, and collected once only on every original sale, barter,
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exchange, or similar transaction for nominal or valuable consideration
intended to transfer ownership of, or title to, automobiles, II percentage
tax to be paid by the manufacturer or importer, determined in accordance
with the following schedules:

"(A) For locally manufactured automobiles If the suggested retail or
list price or actual retail price, whichever is higher, does not exceed P35,
ODD the tax shall be 10% of such retail price; if it exceed P35,000 but, a
does not exceed P40 ,000, the tax shall be P3,500 plus 2070 of the excess
over P3 5,000 ;

"If it exceeds P40,000 but does not exceed P45,000, the tax shall be
P4,500 plus 30%of the excess over P40 ,000,

"If it exceeds P45,000 but does not exceed P50 ,000, the tax shall be
P6,000 plus 40%of the excess over P45,000;

"If it exceeds P50,000 but does not exceed P55,000, the tax shall be
P8,000 plus 50%of the excess over P50 ,000;

"If it exceeds P55,000 but does not exceed P60,000, the tax shall be
PlO ,500 plus 60% of the excess over P55 ,000 ;

"If it exceeds P60 ,000, the tax shall be PI3 ,500 plus 70% ofthe excess
over P60 ,000.

"(B) For imported automobiles--If the landed cost plus mark-up as
established by Section 193 (b) of this Code does not exceed P35,000, the
tax shall be lOO%of such landed cost plus mark-up;

"If it exceeds P35,000 but does not exceed P40,000 the tax shall be
P3S,000 plus l25%ofthe excess over P35,OOO;

"If it exceeds P40,000 but does not exceed P45,OOO, the tax shall be
P4l,250 plus 150%ofthe excess over P40,OOO;

"If it exceeds P45,000 but does not exceed P50,000, the tax shall be
P48,750 plus 17S%of the excess over P50 ,000;

"If it exceeds P50,000 the tax shall be P57 ,500 plus 200% of the excess
over P50 .000.

"Any percentage, specific or mining tax paid under this title,
title IV or title VII, respectively, on domestically manufactured, pro
cessed or produced, or imported raw materials part, accessory or
other article forming part of the finished product shall be credited
against the sales tax due On the finished product: Provided, However,
That in case the total tax paid on the raw material, part, accessory
or other article exceeds the amount of the sales tax due on the
finished product, the excess shall be credited against the sales tax
liabilities of the manufacturer for the succeding taxable quarter:
And, Provided, Further, That the amount of the tax on the raw
material, part, accessory, or other article shall be indicated as a sepa
rate item in the sales invoice.

"Whenever the finished product subject to sales tax is manufac
tured or produced out of any raw material, part, accessory or other
article which is tax-exempt, the tax otherwise due on the latter shall
be deemed to have been paid for purposes of the next preceding
paragraph.

"Parts and accessories of automobiles imported as completely knocked
down parts by assemblers registered under the progressive car manufactu
rinJi( program of the Board of Investments, or their replacements; and im
ported and locally manufactured spare parts and accessories with which
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automobiles are usually equipped shall be subject to the tax under Section
199; PROVIDED, That, imported and locally manufactured parts and
aceelllOrie& of automobiles which ate principally for ornamentation or em
bellisbtnent; and imported atandard automobile parts and aceessoriet
certified by the Board of Investments as being locally manufactured and
available in sufficient quantity and comparable quality and price lIhaIl be
subject to a tax of 70%oflanded collt, plus mark-up.

"For purposes of this Section the term 'suggested retail or list price'
shall mean the price at which locally manufactured automobD.es are of
fered for sale to the public, as f'u::ed by the assemblers, which lIhall in no
case be less than 15% over and above the BeUing price of the aa.!mbler to
the dealer; or not less than 30%over and above the manufacturing cost, in
case of direct sales to the public by the assemblers.

"Automobile assemblers shall submit to the Commissioner of Intemal
Revenue a sworn statement of the 'suggested retail or list price' of each
particular brand, make or model of their products before the same is of
fered for sale; and, periodically Ulereafter a notification of any projected
change thereof. The assemblen are also required to cause the publication
of their respective 'suggested retail or list prices' or any change thereof in a
newspaper of general publication.

"A sale of an automobile slull, for the purpose of paragraph (A) thill
section, be considered to be a ll81e of the clall8is and of the body together
with parts and accessories with which the same are usually equiped includ
ing other parts and accessories permanently attached thereto at the time of
the original sale. The term 'automobiles' used herein shall not include
motor vehicles classified as trucks and jeeps."

SEC. 2. The Secretary of Finance shall, upon recommendation
of the Commissioner of Intemal Revenue, promulgate the rules and
regulations for the implementation of this Decree.

SEC. 3. All laws, rules and regulations inconsistent with or con
trary to the provisions of this Decree are deemed repealed or amen
ded accordingly;

SEC. 4. This Decree shall take effect upon approval: Provided,
That the provisions hereof relating to the computation and payment.
of the quarterly percentage tax on sales of locally manufactured
automobiles shall take effect begimling July 1, 1978.

Done in the City of Manila, this 2bt day of April, in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President.

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1360

FURTHER AMENDING CERTAIN SECTIONS OF REPUBLIC
ACT NUMBERED SIXTY-THREE HUNDRED NINETY-FIVE
ENTITLED "AN ACT REVISING THE CHARTER OF THE
NATIONAL POWER CORPORATION," AS AMENDED BY
PRESIDENTIAL DECREE NOS. 380, 395, 758 AND 938.

WHEREAS, the accelerated power expansion program of the
National Power Corporation involving as it does the construction
of generation facilities in Luzon, Visayas and Mindanao and the
setting up of transmission line grids require a greater degree of cor
porate flexibility in the implementation of said power program as
well as in corporate management;

WHEREAS, in PUISUing said accelerated power expansion pro
gram for generation and transmission facilities, the present capital
ization of P8 Billion and the ceiling of foreign borrowing pegged at
$4 Billion would be rendered insufficient by the year 1987 and,
therefore, a corresponding increase thereon is necessary in order
that such programs would be successfully completed;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Republic of the Philippines, by virtue of the powers vested iin
me by the Constitution, do hereby order and decree as follows:

SECTION 1. Section 5 of Republic Act Numbered Sixty-Three
Hundred Ninety-Five, as amended, is hereby amended with the
first and second paragraphs thereof duly revised to read as follows:

"Section 5. Capital Stock of the Corporation - The author
ized capital stock of the Corporation shall be Fifty Billion
Pesos (P50,OOO,OOO,000.00) divided into Five Hundred Million
(500,000,000) shares having a par value of One Hundred Pesos
each, which shares are not to be transferred, negotiated, pledged,
mortgaged, or otherwise given as security for the payment of
any obligation. The sum of Three Hundred Million Pesos of
said capital stock has been subscribed and paid wholly by the
Government of the Philippines in accordance with the provi
sions of Republic Act Numbered Four Thousand Eight Hundred
Ninety-Seven ,

"The remaining Forty-Nine Billion Seven Hundred Million
Pesos shall be subsribed by the Government of the Republic of
the Philippines and shall be paid as follows:

"(a) The sum of Twenty-Nine Million Two Hundred
Sixty-Seven Thousand Six Hundred Pesos representing out
standing cost and interest of reparation goods procured by the
Corporations pursuant to the provisions of Republic Act
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Numbered Seventeen Hundred Eighty-Nine, shall be additional
paid-in subscription' of the Government of the Philippines for
Two Hundred Ninety-Two Thousand Six Hundred Seventy
Six shares of stock of said capital stock.

"(b) The balance of said subscription shall be paid by the
conversion into equity capital of the existing bonded indebted
ness, cost of reparations goods that may be allocated in the
future, and surpluses of the Corporation and in the absence
thereof, from an annual appropriation of Two Hundred Million
Pesos which is hereby appropriated out of any funds in the
National Treasury not otherwise appropriated, be they collec
tions from any or all taxes accruing to the general fund or pro
ceeds from loans, the issuance of bonds, treasury bills or notes
which are hereby authorized to be incurred or to be issued
by the Secretary of Finance for the purpose, such annual
appropriation to be programmed and released by the Budget
Commission in accordance with the schedule of cash require
ments to be submitted by the Corporation; Provided, that this
annual appropriation of Two Hundred Million Pesos and the
programming and release thereof shall remain in force until
the balance of the unpaid subscription of the Government to
the capital stock of the Corporation shall have been paid in
full!'

SECTION 2. Section 6 of the same Act is hereby amended
to read as follows:

"Section 6. The National Power Board; its composition;
compensation of members; qualifications; powers and duties: 
The corporate powers of the Corporation shall be vested in and
exercised by a Board of seven members consisting of a Chair
man, Vice~ainnan and five directors who shall be appointed
by the President of the Philippines.

"The President of the Corporation shall be the ex-officio
Vice-Chainnan of the Board.

"The said members of the Board shall serve for tenns of
three years, except that any person appointed to fill a vacancy
shall serve only for the unexpired tenn of the member whom he
succeeds.

"The Board shall meet as often as may be necessary upon
call of the Chainnan of the Board or upon call by a majority of.
all the Board members. The members of said Board shall receive
a per diem of not to exceed Five Hundred Pesos for each
regular or special meeting of the Board actually attended by
them, and upon approval of the Secretary of Energy, shall
receive such other allowances as the Board may prescribed,
any provision of law to the contrary notwithstanding.



"A majority of the members of the Board shall constitute
a quorum for the transaction of business.

"The Board, shall, moreover, have the following specific
powers and duties:

"(a) To formulate and adopt policies and measures
for the management and operation of the Corporation;

"(b) To adopt an annual and supplemental budget
of receipts and expenditures of the Corporation according
to its requirements;

"(c) To organize, reorganize and determine the Cor
poration's organization structure and staffing pattern; abo
lish and create offices and positions; fix the number of its
officers and personnel; transfer and re-assign such officers
and personnel; fix their compensation, allowances and
benefits, the provisions of Presidential Decree No. 985
to the contrary notwithstanding;

"(d) To fix the compensation of the President of
the Corporation who shall be appointed by the President
of the Philippines; and to appoint and fix the compensa
tion of other corporate officers;

"( e) For cause, to suspend or remove any corporate
officer appointed by the board;

"(f) To adopt and set down guidelines for the em
ployment of personnel on the basis of merit, technical
competence and moral character;

"(g) To take care that in fixing the rates and fees
to be charged by the Corporation considerations of ade
quacy, reliability and sustained power service at the least
possible cost to the public and of limited return on invest·
ments as prescribed in Section 5 hereof, shall be taken;

"(h) Any provision of law to the contrary notwith
standing, to write off bad debts."

SECTION 3. Section 7 of the same Act is hereby amended,
to read. as follows:

"Section 7. The President of the Corporation, his
powers and duties; and other Corporate Officers and employees
of the Corporation: - The President of the Corporation who
shall be the Chief Executive Officer of the Corporation, shall be
assisted by such number of Corporate Officers and employees
as may be deemed necessary by the Board. of Directors of the
Corporation.
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.-"'01e President .of the Corporation shall have the fol·
lowing powers and duties:

"(a) To execUte md mminister the policies and
measures approved by the Bolld. and have the reaponsibi·
lity for the efficient dilcbuged of management functiona;

"b) To submit for the consideration of the BoaId
such policies and measures which he deems neee-ary to
carry out the pwpoees aDd provisions of this Act;

"( c) To direct and supervise the operation and
internal administration of the Corporation and. for this
purpose. may delegate some or any of his administrative
responsibilities and duties of his administrative responsibi
lities and duties to other OtficelB of the Corporation;

"(d) Subject to the guidelines and policies set up
by the Board. to appoint and fix the number and com
pensation of subordinate officials and employees of the
Corporation;' and for cause. to remove. suspend or other
wise discipline any subordmate employee of the Corpora
tion;

"( e) To prepare an annual report to the Board on
the activities of the CoIpomtion at the close of each &cal
year and upon appIOvai thereof. submit a copy to the
PresWent of the Philippines IIld to such other 8IfeI1ciel
as may be requiled by law.

"(f) To represent the Corporation in all dealinp
and transactions with otheroffices. agencies and instrumen·
talities of the Govemment and with all persons and other
entities. private or public. domestic or foreign;

"(g) To exerclse such other poweIS and duties
as may be vested in him by the Board from time to time.

"The Commission on Audit shaD appoint a repreeentative
who shall be the Auditor of the Corporation. In carrying out
his responsibilities. he shall be assisted by such number of per
sonnel 88 shall be necessary. whOle appointments shall be sub
ject to the approval of the Board. '!be salaries of the Auditor
and his staff shall be fixed and apPlOved by the Board,'

SECTION 4. Section 8 of the same Act is hereby amended to
read as follows:

"(a) Domestic Indebtednel. - Whenever the Boud deeDII
it necessary for the Corporation to incur mdebtedness by eon-
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tracting loans with domestic financial institutions or to issue
bonds to carry out the purpose for which the Corporation has
been organized, it shall, by resolution, approved by at least four
members of the Board, so declare and state the purpose for
which the proposed debt is to be incurred and such terms and
conditions as it shall deem appropriate for the accomplishment
of the said purpose; Provided, that in the case of bond issues,
the same shall be subject to the approval of the President of
the Philippines upon recommendation of the Secretary of
Finance.

"The bonds issued under the authority of this subsection
shall be exempt from the payment of all taxes by the Republic
of the Philippines, or by any authority, branch, division or
political subdivision thereof which facts shall be stated upon
the face of said bonds. Said bonds shall be recievable as security
in any transaction with the Government in which such security
is required.

"The Republic of the Philippines hereby guarantees the
payment by the Corporation of both the principal and the in
terest of the bonds issued by said Corporation by virtue of this
Act,and shall pay such principal and interest in case the Corpo
ration fails to do so, and there are hereby appropriated, out of
the general funds in the National Treasury not otherwise ap
propriated, the sums necessary to make the payments guaran
teed by this Act; Provided, That the sums so paid by the Repub
lic of the Philippines shall be refunded by the Corporation;
Provided, further, That the Corporation shall set aside five per
'centum of its annual net operating revenues before interests
as a reserve or sinking fund to answer for amounts advanced
to it.by the National Government for any loan, credit and in
debtedness contracted by the former for which the latter shall
be answerable as primary obligor or guarantor under the pro
visions of this Act; Provided, furthermore, That the setting aside
of the amounts mentioned herein shall automatically cease the
moment the accumulated sinking fund or reserve exceeds the
amounts advanced to the Corporation by the National Govern
ment under this Act; And, Provided, finally, That the Corpora
tion may periodically make partial payments to the National
Government out of the said reserves.

"(b) Foreign Loans - The Corporation is hereby author
ized to contract loans, credits, in any convertible foreign cur
rency, or capital goods, and indebtedness from time to time
from foreign governments, or any international financial institu
tion or fund source, or to issue bonds, in such amount and in
foreign currency on such terms and conditions as it shall deem
appropriate for the accomplishment of its purposes and to enter
into and execute agreements and other documents specifying
such terms and conditions.
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"'Ille President of the Philippines, by himself, or through
his'duly authorized- repNlllltative, is hereby authorized to ne
gotiate and contract with foreign govemments or any intem.
tional financial institut,iQna or fund 8Ouree&, in the name andon
behalf of the Corporation, one or several loans, for the purpose
of assisting in the reconstruction, or promoting the develop
ment of the economy of the country.

"The President of the Philippines, by himself, or through
his duly authorized repl8lentative, is hereby further authorized
to guarantee, absolutely and unconditionally as primary obligor
and not as surety merely, in the name and on behalf of the Re
public of the Philippines, the payment of the loans, credits, in
debtedness and bonds issued up to the amount herein autho
rized which shall be over and above the amount which the
President of the Philippines is authorized to guarantee under
Republic Act Numbered Sixty-One Hundred Forty-Two, as
amended, as well as the performance of all or any of the ob
ligations undertaken by the Corporation in the territory of the
Republic of the Philippines pUDuant to loan agreements entered
into with foreign governments or any international financial
institutions or fund sources.

"In the contracting of any loan, credit or indebtedness
under this Act, the President of the Philippines may, when
neceasary agree to waive or modify the application of any law
gl'Il'lting preferences or impOling restrictions on international
competitive bidding, including amona others, Act Numbered
Four Thousand Two Hundnd 'Ibirty-Nine, Commonwealth
Act Numbered. One Hundled Thirty-Eight, the provisions of
Commonwealth Act Numbemd Five Hundred Forty-One,
Republic Act Numbered Five Thouaand One Hundred Eighty
Three, insofar as such provisions do not pertain to construc
tions primarily for national defense or security purposes; Pro
vided, however, That as far as practicable, utilization of the
services of qualified domestic firms in the prosecution of pro
jects financed under this Act shall be encouraged; Provided,
further, That in case where international competitive bidding
shall be conducted preference of at least fifteen per centum
shall be granted in favor of articles, materials or supplies of the
growth, production of manufacture of the Philippines; Provided,
finally, That the method and procedure in the comparison of
bids shall be the subject of agreement between the Philippine
Government and the lending institution.

"The loans, credits and indebtedness contracted under this
subsection and the payment of the principal, interest and other
charges thereon, as well as the importation of machinery,
equipment, materials, supplies and services by the Corporation,
paid from the proceeds of any loan, credit or indebtedness, in-
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curred under this Act, shall also be exempt from all direct and
indirect taxes, fees, imposts, other charges and restrictions,
including import restrictions previously and presently imposed,
and to be imposed by the Republic of the Philippines, or any of
its agencies and political subdivisions."

SECTION 5. A new section shall be inserted to be known as
Section 160A of the same Act, to read as follows:

"Section 16·A - Transitory Provisions:

"(a) The word "President" in Section 3 (k) of this
Act shall refer to the President of the Philip
pines;

"(b) The phrase "General Manager of the Corpora
tion" in this Act, as amended, shall mean the
President of the Corporation; And further, the
phrase "Regional Manager" in this Act, shall
mean Corporate Officer;

"(c) Until the President of the Philippines appoints
the President of the Corporation, the incum
bent General Manager of the Corporation
shall, as may be determined by the Board,
either act as President of the Corporation or
hold such office with such duties and respon
sibilities as shall be determined by the Board;
Provided, That, upon the assumption of of
fice by the President of the Corporation
appointed by the President of the Philippines,
said incumbent General Manager of the Cor
poration shall without any diminution in sala
ry, allowances and benefits, hold such office
and perfonn such duties and responsibilities as
shall be determined by the Board."

SECTION 6. Repealing Clause. All laws, decrees, executive
orders, administrative orders, rules and regulations inconsistent
herewith are hereby repealed, amended or modified accordingly.

SECTION 7. This Decree shall take effect immediately.

Done in the City of Manila, this 25th day of April, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1387

FURTHER AMENDING REPUBLIC ACT ONE THOUSAND
ENTITLED "AN ACT AUTHORIZING THE PRESIDENT
OF THE PHILIPPINES TO ISSUE BONDS TO FINANCE
PUBLIC WORKS AND PROJECfS FOR ECONOMIC DEVE
LOPME NT, AUTHORIZED BY LAW AND FOR OTHl!lR
PURPOSES," AMENDED.

WHEREAS, under Section 1 of R.A. 1000, as amended, the
President of the Philippines, upon recommendation of the Secretary
of Finance, the Monetary Boud and'the National Economic axi
Development Authority, is authorized to issue, preferably in the
Philippines or abroad if necessary, in the name and in behalf of the
Republic of the Philippines Bonds, including lottery bonds, in In

amount not exceeding two billion pesos for socio-economic develop
ment;

WHEREAS, the present economic and social development
plans entail IYltv18ive financing not only for foreign sources but lIIIo
from dome Itic borrowings to meet the peso counterpart fundi 19
quiled to luatain the varioua foNiln~ projects of the GoVeID
ment designed to enhance ecoDOmic growth;

WHEREAS, the balance out of the ceiling of two billion peIO.

fixed for domestic bol!OwingI under the present law is conaidered
inmfticient to .continuoualy suppoJt the Government's overall
development plans;

NOW, THEREFORE, I, FERDINAND E. MARCOS, Pre8ident
of the Philippines, by virtue of the powell vested in me by the
Conltitution, do hereby order and declM further amendment to p...
ragraph 1, Section of R.A. 1000,88 8"1ended to reid as follows:

"SEctION 1. Upon the reao.-nend.ion of the Seczetary of F'iDance,
the Monetary Board, and u.e Netional Economic and Development Au
thority, the President of the PbDippinea is authorized to iuue. preferablf
in the Philippines, or abroad if Denssny.1n the name and in behalf of the
Republic of the Philippine. bonda. including lottery bonds, in an amoUDt
not esoeedJng five billion pel!I08 to finaee public works and pl'OjectI for
eeonomic and lOCiai d....pmeDt which have high economic or lOCi.
rates of retums and which are aatboriHd by law. including upropriaUoa
of laneil for aubdivililon and resale to Individuals, or to repay or .nice
bonded obliiationl of the Government incurred for such projects: Provide,
however That investmentlln suell projects by provinces, cities. and muni
cip.lit;iea shall be Hmiteci by the paying capacity of the province. city or
municipality to be certiflftd by tile SeeNtary of Finance and that the
probable income from BUM ~ropeta Iball be taken into consideration:
And provided, turf"'r. That no ilsue Iban be made if eighty percentum
of the immediately preceediDg _e of the same type has not been sold i
Provided fin,,"y. That DO mo..·"'Ul tlYe pereentum of thill bond __
shall be used to pay IOftIIIII*lI; eliget;lons I08DI and advances. whether
8eCured or UD8eCUftld. lUanateed by the Nationlll Government, made bJ:
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- government-owned or controlled financial institutions other than the
Central Bank, to government political subdivisions, offices and instrumen
talities and/or loans committed by govemment-owned and/or controlled
financial institutions other than the Central Bank, guaranteed by the
Government, that cannot be met on maturity."

Done in the City of Manila, this 25th day of May in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1393

AMENDING TITLE IV (SPECIFIC TAXES) OF THE NATIONAL
INTERN AL REVENUE CODE OF 1977; BY ADDING A NEW
SECTION THERETO PROVIDING FOR A FLEXIBILITY
CLAUSE, AND FURTHER AMENDING SECTION 193 (c),
TITLE (TAXES ON BUSINESS), BY PROVIDING FOR
ADDITIONAL CONDITIONS AND SPECIFIC LIMITATIONS
ON THE EXERCISE OF THE POWER UNDER THE FLEXI·
BILITY CLAUSE.

WHEREAS, it is necessary to give flexibility to the tax system
in order to improve and optimize its sensitiveness and conformity
to the rapidly changing patterns of the economic, social, and political
environment;

WHEREAS, the President is equipped with relevant data for the
fommlation of immediate, timely and effective measures to make
the tax system more responsive to current conditions;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby order and decree the following:

SECTION l.--Title IV (Specific Taxes) of the National Intern
ational Revenue Code of 1977 is hereby amended by adding a new
section thereto, Section 15S-A, to read as follows:

"SEC. I58-A. -FleJCibility Clause. (a) In general.-In the interest of
the national economy and general welfare, and subject to the limitations
herein prescribed, the President upon recommendation of the Secretary
of Finance and the National Economic and Development Authority, is
hereby empowered to revise the rates of specific taxes.
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"The foregoing authority may be exercised by the President if any of
the following conditions exista:

"(1) Where, in the intelWlt of economic development, it is necessary
to redirect expenditure or consumption patterns;

"(2) Whenever by reason of fluctuation of currency values and/or
inflation or deflation, the existing taxable base and rate level. are not
longer realistic or consistent with current price levels;

"(3) When it is necessary to counter advene action on the part of
another country .

"(b) Specific limitations on the exercise ofauthority granted.
"1. The existing rates of specific ta;ee may be increased by not more

than 50%, or decreased by not more than 10%.
"2. Before any recommendation is submitted to the President by the

Secretary of Finance and the National Economic and Development Autho
rity pursuant to the provisions of this section, a public hearing shaD,
whenever practicable, be held and iateNBted parties afforded a reasonable
opportunity to be heard."

"Section 2.--·Section 193 (c), Title V (Taxes on Business) is
hereby amended to read as follows:

"SEC. 193.-Payment ofpercentllle t""e8.-

• • • • • • •
"(c) Fle"ibility CIGUH. (1) In ,.uraL-In the interest of thelLltioul

economy and general welfare, and mbjeet to the limitations herein pftleCri
bed, the President upon recommendation of the Secretary of Finance and
the National Economic and Development Authority, is hereby empowered
to:

"a) Revise the rates of pezcent.age taxes;
"b) Change the cl_fication of article. enumerated in Sections 194,

196,196,197,198,199, and 201; and
"c) Revise the taxable baM~ in Sections 195 and 197.
''The above authority may be lIDIcl8ed by the President if any of the

following conditions exists:
''(1) Where, in the lnteftlrlt of economic dnelopment, it is n8CeIlJ8I')'

to redirect expeDditure or co...mpdon patterns;
"(2) Where, in the light of t;echnolopell1 and 80cial changes, it is DeCU

sary to change the cl888ificatlon of cel'taln articles on the bMil of the
dlanged concept of eSleDtiality or the decree of manufacturing dODe;

"(3) Whene.er by Nuoa of fluctuation of currency values and/or In
flation or deflation, the exiedDc lP"Mle base and/or price levels are no
longer rell1illtic or conBiateDt with C\UNDt price leYell;

"(4 ) When it is neceeBU'Y to counter adftDle action on the pal't of
another country.

"(2) Specific limitations on the ."ere_ ofauthority granted.
"a) The existing rat. of po_t... ta:es may be increased by not

more than 50%. or deere.. by not maN than 10%.
''b) The distlng price .... may lie mcre8lled or decreased by not

mole than 60%
"c) Before any recommendation is submitted to the Prelident by the

SecNtary of Finance and the NationBl Economic and Development Autho
rity pursuant to the provisions of thia section, a public bearing shaD,
wben4mlr practicable, be held ad iIlte-wd pal'tiel afforded reuonable
opportunity to be heard."

SEC. 3. Effectivity. - 'Ibis Decree shall take effect upon
approval.
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Done in the City of Manila, this 31st day of May, in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JUAN C. TUVERA
Presidential Assistant

000

PRESIDENTIAL DECREE NO. 1395

AMENDING PRESIDENTIAL DECREE NO. 1352

WHEREAS, Presidential Decree No. 1352 was issued in accord
ance with the policy enunciated under Presidential Decree No. 776
to rationalize and harmonize the fiscal incentives granted under
various existing laws for purposes of conserving government revenues;

WHEREAS, in line with such policy, it is necessary to clarify
and/or amend the provisions thereof; and

WHEREAS, the importations of government agencies or instru
mentalities are governed by Presidential Decree No. 1177 and there
fore need not be subject to the provisions hereof:

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution, do hereby decree:

SECTION 1 Presidential Decree No. 1352 is hereby amended
to read as follows:

"SECTION 1. All importations which are at present totally
or partially exempt from customs duties and/or internal revenue
tax under the provisions of any general or special law shall
be subject to a five (5%) percent customs duty and five(5%)
percent internal revenue tax., subject to the same limitations
and conditions prescribed under such law, if any.

"In the case of importations enjoying partial exemption,
the said duty and tax. shall be imposed on the exempt portion
in addition to the duty and tax due on the taxable portion.

"The duty and tax imposed herein shall be computed in
accordance with the applicable provisions of the Tariff an~
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Customs Code of the Philippines, as amended, and the National
Internal Revenue Code of 1977, as amended, respectively.

"The customs duty and internal revenue tax imposed un
der this section shall not apply to the following importations:

"1. Those which are exempt in pursuance of or in compliance
with international treaties or commitments, such as the
ADB-RP Host Agreement (1966); the 1947 Convention on
Priveleges and Immunities of the United Nations and its
specialized agencies; the United States Agency for Intern
ational Development-RP Agreement; the 1947 Military
Bases Agreement; and other similar treaties or commit
ments;

"2. Those which are exempt under the following Presidential
Decrees:

"(a) Presidential Decree No. 66;
"(b) Presidential Decree No. 87;
"(c) Presidential Decree No. 529;
"(d) Presidential Decree No. 215;
"(e) Presidential Decree No. 666; and
"(f) Presidential Decree No. 972;

"3. Importations of machinery, equipment and spare parts
shipped with such machinery and equipment made by
enterprises registered with the appropriate government
agency, on or before April 21, 1978, under any tax incen
tive law, subject to the following conditions:

"(a) That the importation has been authorized by the
appropriate government agency for the prosecu
tion of specific projects already approved by
the said agency as of April 21, 1978; and

"(b) That the herein exemption shall not be author
ized beyond December 31, 1981.

"SEC. 2. The duty and tax imposed herein shall be paid before
release of the imported articles from custom's custody.

"Where the corresponding tax. incentive law authorized a defer
ral of the duty internal revenue tax due from registered non-pioneer
enterprises, uy the appropriate implementing government agency.

·'SEC. 3. Unless otherwise provided by law, in the case of im
portations subjected to the five (5%) percent customs duty and five
(5%) percent internal revenue tax herein imposed which are sub.
quently sold, transferred or exchanged to non-exempt persons or
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entities, the purchaser shall be considered the importer thereof
and shall be liable for the difference between the full customs duty
and internal revenue tax due thereon based on the depreciated value
of the article at time of sale, transfer or exchange and the five (5%)
percent customs duty and five(5%) percent internal revenue tax
previously paid. The duty and tax due on such article shall constitute
a lien on the article itself, superior to all other charges or lien irres
pective of the possessor thereof.

"SEC. 4. The pertinent provisions of the following laws are
hereby repealed or amended accordingly:

"(a) Presidential Decree No. 218, as amended by
Presidential Decree No. 348;

"(b) Presidential Decree No. 413;
"(c) Presidential Decree No. 440;
"(d) Presidential Decree No. 535;
"(e) Presidential Decree No. 538,
"(f) Presidential Decree No. 634;
"(g) Presidential Decree No. 992;
"(h) Presidential Decree No. 1159;
"(i) Republic Act No. 720;
"(j) Republic Act No. 1370;
"(k) Republic Act No. 2640;
"(1) Republic Act No. 3470, as amended;
"(m) Republic Act No. 5186; as amended;
"(n) Republic Act No. 6135, as amended; and
"(0) Other general and special laws, and special charters

granting franchises.

"SEC. 5. The President may, in the interest of national econo
mic development; upon recommendation of the Fiscal Incentives
Review Board, restore any exemption benefit withdrawn under this
Decree."

SEC. 2. The Secretary of Finance shall, upon the recommen
dation of the Commissioner of Customs and in consultation with the
appropriate government agency, promulgate the necessary rules and
regulations for the effective implementation of the provisions of this
Decree.

SEC. 3. All laws, rules and regulations or parts thereof incon
sistent with the provisions of this Decree are hereby repealed or
amended accordingly.

SEC. 4. This Decree shall take effect upon approval. However,
any duty and internal revenue tax already paid on importations
mentioned in paragraph 3 of Section I hereof shall be recomputed in
accordance with the provisions of this Decree.
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DONE in the City of Manila, this 31st day of May, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SOD.) FERDINAND E. MARCOS
President of-the Philippines

By the President:

JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1400

FURTHER Al\1ENDING PRESIDENTIAL DECREE 564, AS
AMENDED, OTHERWISE KNOWN AS THE REVISED CHAR··
TER OF THE PHILIPPINE TOURISM AUTHORITY, AND
FOR OTHER PURPOSES.

WHEREAS, the Philippine Tourism Authority has been created
as the Goverment's implementing ann in integrating activities and
services related to tourism development, aside from administering
the tourism incentives decree; and

WHEREAS, there is a need to transform it into a more effective
instrument geared toward the develcpmcnt of the various tourism
infrastructure projects in the country ;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Republic of the Philippines, by virtue of the powers vested in
me by the Constitution, do hereby decree and order the amendment
of P.O. 564, as follows:

SECTION 1. Section 11 of P.O. 564 is hereby amended by
adding a new Section to read as follows:

"Section Tl-A. Authority's E«emption from Taxes. - In
furtherance and effective implementation of the policy enume
rated in Section 1 of the Decree, the Authority is hereby
declared exempt:

(a) From the payment of all taxes, duties, fees, charges,
costs and service fees in any court or administrative proceedings
in which it may be a party, to the Republic of the Philippines,
its provinces, cities, municipalities and other government agen
cies instrumentalities;

(b) From all income taxes, franchise taxes, realty taxes
and all other kinds of taxes and licenses imposed by the Nation-
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al Government, or its 'political subdivisions, instromentallties
or agencies; and

(c) From all tariff and customs duties, and advance sales
tax on importations of capital equipment required for its ope
rations."

SEC. 2. Section 23 is hereby amended by adding a new Section
toread as follows:

"Section 23-A. General Manager - Appointment and Tenure
The General Manager shall be appointed by the President of
the Philippines and shall serve for a tenn of six (6) years unless
sooner removed for cause ;Provided, That upon the expiration of
his term, he shall serve as such until his successor shall have
been appointed and qualified."

SEC. 3. Section 30 is hereby amended to read as follows:

"Section 30. Exemption from coverage of the Office of
the Compensation and Position Classification. -- The regular
professional and technical personnel of the Authority shall be
exempted from Office of Compensation and Position Classifica
tion Rules and Regulations.

"Any government retiree employed in the Authority shall
not be required to reimburse or refund any gratuity recieved
from the government nor shall any pension or annuity to
which he is entitled be suspended or reduced on account of his
employment in the Authority."

SEC. 4. All acts, decrees, Executive Orders, Administrative
Order, Rules and Regulations or parts thereof inconsistent with the
Provisions of this Decree are hereby repealed or modified according
ly.

SEC. 5. This Decree shall take effect immediately upon its
approval.

Done in the City of Manila, this 5th day of June, in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1402

CREATING THE PHILIPPINE NATIONAL IRON AND STEEL
CORPORATION, DEFINING ITS POWERS AND FUNCTIONS,

PROVIDING FUNDS THEREFORE AND FOR OTHER PURPOSES

WHEREAS, the availability at all times of iron and steel pro
ducts at reasonable cost is essential for the promotion of the national
welfare, economic progress and induatrialization;

WHEREAS, it is imperative for the Government to take a more
active role in the iron and steel industry in order to so assure an
adequate or increased supply at all times of such iron and steel
products at reasonable cost.

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stit4tion, do hereby create the Philippine National Iron and Steel
Corporation, and further order and decree the following, as part
of the law of the land, to be the Charter of the Philippine National
Iron and Steel Corporation:

Section 1. Title. - This Decree shall be known as the "Charter
of the Philippine National Iron and Steel Corporation."

Section 2. Declaration of Policy. -- It is hereby declared to be
the policy of the Govemment to promote the welfare, economic
progresa and industrialization of the country through the effective
development of the iron and steel industry. Accordingly, the creation
of an organized corporate entity ia nece&88ry to assure an adequate
or increased supply at all times of iron and steel products at reason
able cost to all users for the accelerated economic growth IPd in
dustrialization of the country and the region.

Section 3. Creation, Name, Domicile and Term. - To carry out
the above policy there is hereby created a body corporate to be
known as the Philippine Nationallron and Steel Corporation, here
after referred to as theuCorporation."

The principal office of the Corporation shall be determined by
its Baud of Directors. It may a1Jo establish such offices, branches,
agencies or correspondents or other units in the Philippines or abrom
as ita busineu operations may require.

The Corporation shall have a te~ of fifty years from ita
creation hereof, which shall be deemed renewed for an equal period
unless sooner dissolved by law.

Section 4. Purposes and PulOS". "- The Corporation shall have
the following purposes and powen:
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(a) To invest in the iron and steel industry as well as in
any activity related to iron or steel operations, and to set up or
fonn business subsidiaries under the Corporation Law or
through the acquisition of the controlling interests of existing
corporations, which may be necessary or contributory to the
economic development of the country and the region, or im
portant in the public interest or deemed convenient or inciden
tal to the carrying on of any of the purposes of the Corpora
tion, or which will promote the well-being of the Corporation;

(b) To provide and maintain an adequate or increased
supply at all times of iron and steel products at reasonable
cost for domestic requirements and exports;

(c) To reduce the excessive dependence of the country
and the region on imports of iron and steel products;

(d) To foster conditions of iron and steel production
conducive to a balanced and sustainable growth of the economy
and the region.

Subject to governmental policy, the Corporation shall also have
the following purposes and powers:

(a) To enter into contracts with any person or entity,
domestic or foreign, and with governments for the undertaking
of the varied aspects of the iron or steel industry, under such
terms and conditions as it may deem proper and reasonable;

(b) To purchase, hold, alienate, mortgage, pledge or
otherwise dispose of the stocks, bonds, and other securities or
evidences of indebtedness of any other corporation, association,
firm or entity, domestic or foreign, and, while the owner of
holder thereof, to exercise all the rights and powers of owner
ship, including the right to vote thereon for any purpose;

(c) To hold lands and acquire rights over mineral lands as
may be necessary to accomplish its purposes;

(d) Subject to existing rights, to lease or contract for un
appropriated public waters and foreshore and offshore areas,
which, in the decision of the President of the Philippines, is
essential to the exercise of the purposes of the Corporation,
and the same shall be granted to the Corporation by the proper
government agency concerned under such terms and as may be
mutually agreed upon between them;

(e) To enter into any lawful arrangement for sharing
profits, joint venture, union, interests, reciprocal concession or
cooperation with any person or corporation, association, part-
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nership, syndicate or entity located in or organized under the
laws of any authority in any part of the world in the carrying
on of any business which the Corporation is authorized to cany
on, or any business or transaction deemed necessary on of any
of the purposes of the Corporation;

(f) To acquire asaets, real or personal, or interest there
in, and encumber or otherwise dispose of the same $S it may
deem proper and necessary in the conduct of its business;

(g) To establish and maintain for its own use such com
numication system, whether by radio, telegraph or any other
manner, without the need of a separate franchise therefor;

(h) To determine its organizational structure, and the
number and salaries of its officers and employees, in accordance
with existing laws, rules and regulations;

(i) To design, write, prepare, publish and display, in any
manner, advertisements, publicity or promotional devices of
all kinds for itself or for others which are necessary or conven
ient for the accomplishment of the purposes of the Corpora
tion.

(j) To exercise the right of eminent domain as may be
necessary for the pUlpOIl8S for which the Corporation is created,
subject to existing provisions of laws;

(k) Subject to payment of the proper amount, to enter
private lands for the purpose of conducting studies in connec
tion with its purposes,powers and functions;

(1) To acquire easement over public private lands neces
sary for the purpose of carrying out any work essential to its
purposes, powers and functions, subject to payment of reason
able considerations;

(00) To adopt a code of by-laws to complement this char-
ter;

(n) To adopt and use a corporate seal which shall be judi
cially noticed, to sue and be sued; and

(0) To perform such corporate acts and exercise such
corporate functions authorized by the Corporation Law not in
consistent with this decree and such other acts necessary for
the attainment of the purposes and objectives herein specified.

The preceding clauses shall be cotlltrued and interpreted as both
purposes and powers, and the m,atters expressed in them shall, ex-

[147]



cept as otherwise expressly provided, be in no wise limited by refe
rence to or inference from the terms of any other clause, but shall be
regarded as independent purposes and powers, and the enumeration
of specific purposes and powers shall not be construed to limit or
restrict in any manner the meaning in general terms of the general
powers of the Corporation, nor shall the expression of one thing be
deemed to exclude another not expressed, if it be of like nature.

Section 5. Subsidiaries. - The controlling interest of the busi
ness subsidiaries of the Corporation shall, within a reasonable period
from their incorporation or the purchase of their controlling interest
by the Corporation, be transferred for value to the private sector:
Provided, That in consideration of the the fact that the business sub
sidiaries of the Corporation shall be transferred to or controlled by
the private sector within a reasonable period as aforementioned
and that these business subsidiaries are formed under the Corpora
tion Law, such business subsidiaries shall not be subject to any law,
decree, executive order, circular, rule or regulation or restriction
which pertains to government-owned or controlled corporations
nor shall the said subsidiaries be subject to the Civil Service Law nor
the Rules and regulations or the standard and salary scales prescri
bed by the Office of Compensation and Position Classification;
in addition, the officers and employees of these business subsidiaries
of the Corporation shall not be covered by the Government Service
Insurance System or by any law, decree, executive order, circular,
role or regulation relating to leaves of absences, retirement privileges,
regular working hours, or any other government personnel benefits.

Section. 6. Governing Body. ~ Corporation shall be governed by
a Board of Directors, hereinafter referred to as the "Board," which
shall be composed of seven (7) members, namely, the Secretary of
Industry, the Secretary of Finance, the Secretary of National De
fense, the Chairman of the Development Bank of the Philippines,
the Solicitor General, the Budget Commissioner, or their duly au
thorized representatives, and the President of the Corporation.

The President of the Corporation shall be appointed by the
President of the Philippines who shall act as such until removed or
replaced by him. Other officers and minor officials shall be appointed
and their salaries fixed, including that of the President, by the Board.

The Secretary of Industry and the President of the Corporation
shall be the Chairman and Vice-Chairman, respectively, of the Board.
In the absence of the Chairman, the Vice-rChairrnan shall act as pre
siding officer of the Board.

The members of the Board shall act as such for the duration of
the term of the Corporation.

The Board shall formulate the policies which may be necessary
or incidental to carry out the business of the Corporation or to the
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exercise of its express and implied powen or for the accomplish
ment of any of its purposes.

All the members of the Board or their duly authorized repre
sentative, shall receive a per diem of Five Hundred Pesos for each
board meeting actually attended by them: Provided, That such per
diem shall not exceed One Thousand Pesos during any month for
each member: Provided, Further, that no other allowance or any
form. of compensation shall be paid them, except actual expenses
in travelling to and from their residences to attend board meetings.

The Board shall meet as often and at such dates, times
and places as may be neceuary to transact all matters as shall
properly come before them and require their action as the Board.
The meetings of the Board may be called by the President of the
Corporation or by the Chainnan or by five members of the Baud
as and when necessary. At least five members of the Board shall
constitute a quorum and all decilions of the Board shall require the
concurrence of the majority of the quorum.

SECTION 7. Capital Stock. - The Corporation shall have a
capital stock divided into Two Hundred Million shares with a pu
value of P10 each to be suscribed, paid for and voted as follows:

(a) One Hundred Sixty·Five Million Eight Hundred
Thousand shares shall be originally subscribed and paid for
by the Government of the Republic of the Philippines.

(b) The remaining shares of stock may be subscribed
and paid for by the Government of the Republic of the Philip·
pines or by government finaDCial institutions.

The voting power pertaining to shares of stock subscribed
by the Govemment of the Republic of the Philippines shall be
vested in the President of the Philippines or in such person or
persons as he may designate .

.The voting power pertaining to shal'es of stock subscribed
by the Government financil1 institutions shall be vested in
them.

SECTION 8. Powers and Duties of the President. - The
President, who sball be the chief executive of the Corporation
shall have the following powers and duties:

(a) To prepare the agenda for the meetings of the Board,
and to submit for the consideration of the Board such policies
and measures as he believes neceuary to carry out the purpose
and objectives of this Decree;

(b) To execute, administer and implement the policies
and measures approved by the Board;
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(c) To direct and supervise the operations and
admistration 0 f the Corporation;

(d) To appoint and fix the compensation for all the
employees, except the officers, of the Corporation;

(e) To represent the Corporation in all dealings with
other offices, agencies and instrumentalities of the government
and with all persons and other entities, public or private,
domestic or foreign; and

(f) To exercise such other powers and perform such
other duties provided in the by-laws and as may be vested in
him by the Board.

SECTION 9. Legal Counsel. - The Solicitor General shall be
the ex-officio legal counsel of the Corporation and he may designate
a representative for that purpose.

SECTION 10. Auditor. - The Chairman of the Commission on
Audit shall appoint a representative who shall be the Auditor of the
Corporation and such personnel as may be necessary to assist said
representative in the performance of his duties. The budget of the
Office of the Auditor shall be appropriated by the Corporation,
subject to the approval of the Board. Such representative shall
render a semestral report on the financial condition and operations
of the Corporation to the Chairman of the Commission on Audit
and Board. The Chairman of the Commission on Audit shall submit
to the President of the Philippines an annual report covering the
financial conditions and operations of the Corporation. These
auditing reports shall contain a statement of the resources and
liabilities including earnings and expenses, reserves and profits,
as well as losses, bad debts and such other facts which, under the
auditing rules and regulations, are considered necessary to accurately
describe the financial conditions and operations 0 f the Corporation:
Provided, That before such reports are made, the Corporation
shall be given reasonable opportunity to examine the reports and
make exceptions to any criticisms of the Auditor of the Corporation
or the Chairman of the Commission on Audit, as the case may be,
to point out, explain or answer any inaccuracies therein, if any, and
to file a statement which shall be appended by the Auditor of the
Corporation and the Chairman of the Commission on Audit in their
respective reports.

The Auditors of the business subsidiaries of the Corporation
shall be appointed by their respective Boards of Directors.

SECTION 11. Applicability of Civil Service Law and Other
Laws. - The Corporation and its officers and employees shall be
subject to the Civil Service Law, rules and regulations, as well as to
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all laws, decrees, executive orders, circulars, roles or regulations
pertaining to government-owned or controlled corporations and
relating to government personnel.benefits.

The provisions of the Corporation Law shall apply to the
Corporation and its business subsidiaries insofar as not inconsistent
with the provisions of this Decree.

SECTION 12. Loans, Guarantees; Issuance of Bonds. - Subject
to the provisions of existing laws, rules and regulations, the Cor
poration is hereby authorized to contract loans, credits or any
indebtedness from time to time from foreign governments, or any
financial institutions or fund sources or any other entities, foregin
or domestic, on such terms and conditions as it shall deem
appropriate for the accomplishment of its purposes and to enter
into and execute agreements and other documents specifying the
said tenns and conditions as well as do or perform any such acts
as may be necessary in connection therewith: Provided, That the
total loans, credits or indebtedness which the Corporation is hereby
authorized to contract shall in no case exceed the amount of One
and a Half Billion Philippine Pesos from domestic sources and the
amount of Four Hundred Million US Dollars, or the equivalent
in other foreign currencies, from foreign sources, outstanding at
anyone time, exclusive of interests.

The Republic of the Philippines, through the President of the
Philippines, or his duly authorized representative, is empowered to
guarantee, absolutely and unconditionally, as primary obligor and
not as surety merely, the payment of the loans, credits and
indebtedness contracted by the Corporation, as herein before pro
vided, in accordance with Republic Act Numbered Sixty-One
Hundred Forty-Two, as amended, as well as the performance of all
or any of the obligations Undertaken by the Corporation pursuant
to loan agreements entered into with foreign governments or any
international financial institutions or fund sources.

The provision of any law to the contrary notwithstanding,
any financial institution owned or controlled by the Government
of the Republic of the Philippines, other than the Central Bank,
the Government Service Insurance System and the Social Security
System, is hereby empowered to guarantee also acceptance credits,
loans, transaction, undertakings, or obligations of any kind which
may be incurred by the Corporation, whether directly of indi.rectly,
in favor of any person, association or entity, whether dOmeltic
or foreign.

The Corporation, upon the recommendation of the Secretary
of Finance in consultation with the Monetary Board and with the
approval of the President of the Philippines, is hereby empowered to
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issue bonds or other securities, which the President of the Philippines,
may authorize to be exempt from any or all taxes or to be guaranteed
by the Government, to finance its operations.

Section 13. Appropriation. - The sum of One Billion Six
Hundred Fifty-Eight Million Pesos (P1,658,OOO,OOO) is hereby set
aside initially and appropriated from the General Funds, not other
wise appropriated, and the same shall be applied to the full payment
of the subscription of the Government of the Republic of the Philip
pines referred to in Section 7, paragraph (a), of this Decree. Other
subsequent requirements shall be contained in the Annual
Appropriation Act. Releases from this appropriation shall be in
accordance with a schedule to be determined by the Secretary of
Finance subject to the approval of the President.

SECTION 14. Transfer of Properties, Rights and Interests. - To
enable the Corporation to effectively carry out its purpose and
powers under this Decree, the Development Bank of the Philippines
and the Secretary of Finance, the latter acting on behalf of the
Government of the Republic of the Philippines, are hereby directed
and authorized to transfer, assign and convey to the Corporation
such properties, rights/or interests as may be required by the Cor
poration in connection therewith, under terms and conditions to
be mutually agreed upon among them.

SECTION 15. Reports. -- The Corporation shall, within three
months after the end of every fiscal year, submit its annual report
to the President of the Philippines. It shall likewise submit such
periodic or other reports as may be required of its from time to
time.

SECTION 16. Miscellaneous. - All heads of Departments,
Agencies, Offices and instrumentalities of the National Government
as well as political subdivisions are hereby enjoined to extend full
cooperation and assistance to the Corporation in the implementation
of the provisions of this Decree.

SECTION 17. Separability Clause. - Should any provision of
this Decree be held unconstitutional, no other provision hereof
shall be affected thereby.

SECTION 18. Repealing Clause. - All laws, decrees, executive
orders, administrative orders, rules or regulations inconsistent
herewith are hereby repealed, amended or modified accordingly.

SECTION 19. Effectivity. -- This Decree shall take effect
immediately.

[152]



DONE in the City of Manila. this 6th day of June, in the year
of Our Lord. nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JUAN C. TUVERA
Presidential Assistant

000

PRESIDENTIAL DECREE NO. 1403

AMENDING FURTHER REPUBLIC ACT NUMBERED SEVEN
HUNDRED TWENTY. OTHERWISE KNOWN AS THE
RURAL BANKS' ACT.

WHEREAS. the expansion of the rural economy must be pro
moted by providing the means of facilitating and improving the
productive capacities of the people of the rural communities; and

WHEREAS. the law should adapt to changing conditions in
order to attain its objectivel ad to better service the credit re
quirements of small farmers, small merchants, small business enter
prises, essential rural enterprises or industries and cooperatives.

NOW, THEREFORE. I. FERDINAND E. MARCOS, President
of the Philippines. by virtue of the powers vested in me by the
Constitution, do hereby order and decree the amendment of Re
public Act No. 720, as amended, 88 follows:

SECTION 1. Section 5 of Republic Act No. 720, as amended.
is hereby amended to read as follows:

"SEC. 5. Loans or advances extended by Rural Banks
organized and operated under this Act. shall be primarily for
the purpose of meeting the normal credit needs of any small
fanner or farm family owning or cultivating, in the aggregate.
not more than fifty hectares of land dedicated to agricultural
production as well as the normal credit needs of cooperatives
and small merchants. For the purposes of this Act, a small
merchant shall be one whose capital investment does not
exceed one hundred thousand pesos or such amount as the
monetary board may prescribe as may be warranted by pre
vailing economic conditions. In the granting of loans, the Rural
Bank shall give preference to the application of farmers and
merchants whose cash requirements are small.
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Loans may be granted by Rural Banks on the security of
lands without Torrens titles where the owner of private proper
ty can show five years or more of peaceful continuous and un
interrupted possession in concept of owner; or of portions
of friar land estates or other lands administered by the Bureau
of Lands that are covered by sales contracts and the purchasers
have paid at least five years installment thereon, without the
necessity of prior approval and consent by the Director of
Lands; or of portions of other estates under the administration
of the (Land Authority) Department of Agrarian Reform or
other governmental agency which are likewise covered by sales
coritracts and the purchasers have paid at least five (5) years
installment thereon, without the necessity of prior approval
and consent of the Department of Agrarian Reform or corres
ponding governmental agency; or of homesteads or free patent
lands pending the issuance of titles but already approved, the
provisions of any law or regulations to the contrary notwith
standing: Provided, That when the corresponding titles are
issued the same shall be delivered to the register of deeds
of the province where such lands are situated for the annota
tion of the encumbrance: Provided, further, That in the case
of lands pending homestead or free patent titles, copies of
notices for the presentation of the final proof shall also be
furnished the creditor rural bank and, if the borrower-applicant
fail to present the final proof within thirty (30) days from date
of notice, the creditor rural bank may do so for them at their
expense: Provided, furthermore, That the applicant for home
stead or free patent has already made improvements on the
land and the loan applied for is to be used for further develop
ment of the same or for other productive economic activities;
Provided finally, That the appraisal and verification of the
status of a land is the full responsibility of the rural bank and
any loan granted on any land which shall be found later to be
within the forest zone shall be for the sole account of the
rural bank to the exclusion of the Central Bank counterpart.

The foreclosure of mortgages covering loans granted by
rural banks shall be exempt from the publication in newspapers
now required by law where the total amount of loan, including
interests due and unpaid, does not exceed Ten thousand pesos
(PlO,OOO.OO) or such amount as the Monetary Board may
prescribe as may be warranted by prevailing economic
conditions. It shall be sufficient publication in such cases if the
notices of foreclosure are posted in at least three of the most
conspicuous public places in the municipality and barrio where
the land mortgaged is situated during the period of sixty days
immediately preceding the public auction. Proof of publication
as required herein shall be accomplished by affidavit of the
sheriff or officer conducting the foreclosure sale and shall be
attached with the records of the case: Provided, That when
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a homestead or free patent land is foreclosed the homesteader
or free patent holder, as well as his heirs shall have the right
to redeem the same within two years from the date of fore
closure in the case of land not covered by a Torrens Title or two
years from the date of the registration of the foreclosure in
the case of land covered by a Torrens Title: Provided, finally,
That in the case ofborrowers who are mere tenants, the produce
corresponding to their share may be accepted as security.

SEC. 2. Section 6 of the same Act, as amended, is hereby
amended to read as follows:

"SEC. 6. With the view to insuring balanced rural econo
mic growth and expansion, Rural Banks may, within limits and
conditions fixed by the Monetary Board, devote a portion of
their loanable funds to meeting the normal credit needs of small
business enterprises whose capital investment does not exceed
One hundred thousand pesos, or such amount as the Monetary
Board may prescribe as may be warranted by prevailing
economic conditions, and of essential enterprises or industries,
other than those which are strictly agricultural in nature."

Sec. 3. Section 16 .of the same Act, as amended, is hereby
amended to read as follows:

"SEC. 16. Any city or municipal judge, in his capacity
as notary public ex-officio shall administer the oath to or
acknowledge the instruments of any Rural Bank and its bor
rowers or mortgagors, free from all charges, fees and docu
mentary stamp tax, collectible under existing laws, relative to
any loan or transaction not exceeding Ten thousand pesos, or
such amount as the Secretary of Finance, upon the recom
mendation of the Monetaly Board may prescribe as may be
necessary to promote and expand the rural economy."

SEC. 4. Section 17 of the SaDie Act, as amended, is hereby
amended to read as follows:

"SEC. 17. Any Register of Deeds shall accept from any
Rural Bank and its borrowers or mortgagors for registration,
free from all charges, fees and documentary stamp tax,
collectible under existing laws, any instrument, whether
voluntary or involuntary, relating to loans or transactions ex
tended by a Rural Bank in an amount not exceeding Ten
thousand pesos: Provided, however, That charges, if any, shall
only be collectible on the amount in excess of Ten thousand
pesos; and that in instruments related to assignrr ents of several
mortgages consolidated in a lingle deed, charges or fees, if any,
shall be levied only on the amount in excess of Ten thousaDd
pesos of the consideration in the _ignment of each mortgage,
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or such amount as the Secretary Board, may prescribe as may
be necessary to promote and expand the rural economy."

SEC. 5. This Decree shall take effect immediately.

DONE in the City of Manila, this 6th day of June, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1440

CREATING THE GARMENTS AND TEXTILE EXPORT BOARD
(GTEB) DEFINING ITS POWERS AND FUNCTIONS, PRO·
VIDING FUNDS THEREFOR AND FOR OTHER PURPOSES

WI-IEREAS, it is the policy of the government to develop and
promote exports essential for the maintenance of a sustained eco
comic growth, generating the much-needed foreign exchange and the
maintenance of a stable position in international reserves;

WHEREAS, an increasing number of countries seek to impose
restraint levels on Philippine exports of textiles and garments under
the Arrangements regarding the International Trade in Textiles, also
known as the Multi-Fibre Agreement (MFA);

WHEREAS, the Philippines has concluded several international
trade agreements for the export of textile and gannents with other
countries;

WHEREAS, there is a need to insure proper implementation of
said agreements and effect coordinated efforts in line with the
existing government trade development programs.

NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby decree and order the following:

SECTION 1. Garments and Textile Export Board. There is
hereby created a Garments and Textile Export Board hereinafter
referred to as the Board to be composed of the representative of
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the Secretary of Trade, as Chairman, the representative of the
Department of Industry, as Vice-01ainnan, and one representative
each from the Department of Finance, the Board of Investments,
the Central Bank of the Philippines, the Tariff Commission and
Export Processing Zone Authority as Members. The President
shall .designate one representative from the private sector designate
one representative from the private sector as a Member of the Board
without voting rights.

The Textile Export Board established under Letter of Ins
truction No. 325 and the Gannents and Textile Export Office
established under Letter of Ins~ruction No. 676 are hereby abo
lished and their powers and functions as well records and docu
ments are hereby transferred to the Gannents and Textiles Export
Board herein established.

The Board shall under the Office of the President.

SEC. 2. Powers and Functions of the Board. The Board shall
have in addition to its general powers of administration the following
powers and functions:

a. To oversee the implementation of the garments and
textile agreements between the Republic of the Philippines and
other countries, partieula1'ly the administration of gannents
and textile quotas;

b. To approve quota allocations, and export authori
zations, to issue export licenses and to adopt the necessary
measures to expedite the processing of the same;

c. To provide on a regular basis the necessary infor-
mation and statistics relating to the administration of garments
and textile quotas and the flow of garments and textile exports,
for monitoring purposes and in order to obtain maximum
benefits from textile negotiations with other countries;

d. To promulgate, subject to the prior approval of the
National Economic and Development Authority, and imple
ment, all rules and regulatiQns to carry out all international
textile agreements entered into between the Republic of the
Philippines and importing countries;

e. To fix and collect reasonable fees for the issuances
of export quotas, export authorizations, export licenses and
other related services, in accordance with the criteria specified
in the rules and regulations.

SEC. 3. Per Diems. -The member of the Board, including
the Chairman and Vice-Chairman shall be entitled to receive a per
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diem of Two Hundred Fifty Pesos (P250.00) per meeting actually
attended by them: Provided, That the total amount in per diems
that any member may receive shall not exceed One Thousand Pesos
(PI,OOO.OO) per month.

SEC. 4. Secretariat. - The Board is hereby authorized to create
a Secretariat and appoint personnel thereof, which Secretariat shall
consist of a technical and administrative or support staff as may be
necessary to assist the Board in the fulfillment of its responsibilities
and functions under this Decree. The regular professional and techni
cal personnel of the Secretariat shall be permanent and career in
status but upon approval of the President of the Philippines, may
be exempt from OCC regulations, Provided, that the personnel
shall be entitled to the benefits and privileges normally accorded to
government employees, such as retirement, GSIS insurance, leave
and similar benefits.

SEC. 5. Appropriations. - The amount of One Million Pesos
(P1,OOO,OOO.OO) is hereby appropriated to defray organizational
and operational expenses of the Board for the calendar year 1978.
Thereafter such sums as may be necessary to support the operation
of the Board shall be included in the annual Appropriations Act.

SEC. 6. Penalties. - The Board is hereby authorized to pres
cribe appropriate penalties for violations of the rules and regulations
promulgated by the Board pursuant to this Decree.

SEC. 7. Repeal of Inconsistent Laws. - Letters of Instruction
Nos. 325 and 676 as amended are hereby revoked and all other laws,
decrees, order, letters of instruction, roles and regulations incon
sistent with any provision of this Decree are hereby repealed or
revised accordingly.

SEC. 8. Effectivity . .- This Decree shall take effect immediately.

DONE in the City of Manila, this 10th day of June in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JUAN C. TUVERA
Presidential Assistant
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PRES IDENTIAL DECREE NO. 1450

REORGANIZING THE INVESTM£NTS COORDINATION COM
MITTEE AND INSTITUTING A MECHANISM FOR THE
REORGANIZATION OF ALL COMMI'M'EES ATTACHED
TO THE NATIONAL ECONOMIC AND DEVELOPMENT
AUTHORITY, AMENDING FOR THIS PURPOSE ARTICLE
FIVE, CHAPTER ONE, PART SIX OF THE INTEGRATED
REORGANIZATION PLAN.

WHEREAS, the fonnulation and coordination of investment
policies 0 f govemment financial institutions should be closely
linked with financial planning for major national projects so as to
secure the critimum use of resourcel available from such institutions
as well as those available from the national government and foreign
sources withiu the context of approved development plans and
programs;

WHEREAS, there is a need to evaluate the fiscal, monetary
and balance of payments implicadons of major national projects
and recommend to the Presidenttaetimetable of the implementation
of these projects on a regular basis, particularly those that requile
foreign financing assistance;

WHEREAS, there is a need to streamline and coordinate the
existing organizational mech~ for the perfonnance of all these
tasks in order to avoid unnecessary duplication of functions; and

WHEREAS, there is also a need to institute a system of making
the organizational structure of the various committees attached to
the NEDA sufficiently flexible to cope with fast changing develop
ments in the areas of activities that the committees are respon
sible for;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby order and decree:

SECTION 1. Paragraph Two, Article Five, Chapter One, Part
Six of the Integrated Reorganization Plan is hereby amended to reed
as follows:

"The Committee shall be composed of eleven members,
with the Secretary of the Department of Finance as Chairman;
the Director-General of the National Economic and Develop
ment Authority as Co-Chairman; the Chairman of the Board of
Investments as Vice-Chairman; the Governor of the Central
Bank of the Philippines, the Chairman of the Development
Bank of the Philippines, the President of the Philippine National
Bank, the President of the Land Bank of the Philippines, the .
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I President of the Philippine Amanah Bank, the President and
General Manager of the Government Service Insurance System,
The Administrator of the Social Security System and the
Commissioner of the Budget Commission; as members."

SEC. 2. The following sub-paragraphs under paragraph three of
the same article are hereby added:

"d. To evaluate the fiscal, monetary and balance of
payments, implications of major national projects and recom
mend to the President the timetable of the implementation of
these projects on a regular basis, particularly those that re
quire foreign financing assistance. In this regam the following
shall be taken into accout, among others:

(1) priority rating of the project within the context
of the national development plan;

(2) peso requirements of the project in tenns of the
current and capital outlays needing peso support directly or
indirectly from the national government and government finan
cial institutions;

(3) sources of funds;

(4) terms and conditions of the proposed financing;

(5) impact of the proposed project on domestic and
foreign debt ceilings; and

(6) effects on the international balance of payments
position.

e. To conduct hearings and evaluate major project
proposals of government departments and agencies, govern
ment-owned or controlled corporations and private enterprises;
and

f. . To prepare a domestic and foreign borrowing prog
ram updated each year. and to submit to the President a status
of the fiscal, monetary and balance of payments implications
of major rational projects."

SEC. 3. A new paragraph to be known as paragraph five is
hereby added to the same Article:

"5. This Committee, as well as all other committees
that are now or may hereafter be attached to the National
Economic and Development Authority pursuant to a law,
decree, letter of instructions, executive or administrative
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oIder or other Presidential directive or issuance, may be re
cognized upon the recommendation of the National Economic
and Development Authority, through its Director-General,
to the President; Provided, That, the approval of the President
shall be sufficient for the implementation of the Authority's
recommendation.

All the committees refened to in the next preceding paragraph
shall have the authority to issue roles and regulations to govern its
procedures and operations."

SEC. 4. The Committee on Foreign Assisted Projects created
under Letter of Instructions No. 592 is hereby abolished and its
records, funds, and other assets mel liabilities are hereby transferred
to the Investment Coordination Committee.

SEC. 5. All laws, decrees, instructions, orders, rules or re
gulations inconsistent with the provisions of this Decree are hereby
repealed or modified accordingly.

SEC. 6. This Decree shall take effect immediately.

DONE in the City of Manila, this 11th day of June, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
P!esident of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1451

AMENDING REPUBLIC ACT NUMBERED THREE THOUSAND
FIVE HUNDRED NINETY-ONE, AS AMENDED, ENTITLED
"AN ACT ESTABLISIUNG THE PHILIPPINE DEPOSIT
INSURANCE CORPORATION DEFINING ITS POWERS AND
DUTIES AND FOR OTHER PURPOSES."

WHEREAS, the deposit inmrance scheme has been adopted
to generate public faith and confidence in the banking system and
the Philippine Deposit InIuI8llC8 Corporation has been establi8hed
to serve as the implementing ageney of the Government;
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WHEREAS, the Government is currently engaged in the insti
tution of vital reforms in the banking system to enable it to play a
more effective role in the socio-economic development of the coun
try;

WHEREAS, as a means of encouraging the accumulation of
more deposits in order to contribute to the socio-economic progress
of the country, it is imperative that protection of deposits in banks
be enhanced;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers in me vested by the Con
stitution, do hereby order and decree the amendment of Republic
Act No. 3591, as amended, as follows:

SECTION 1. Section three (g) of Republic Act Numbered
Three Thousand Five Hundred Ninety-One, as amended, is hereby
amended to read as follows;

"SEC. 3. (g) The term 'insured deposit means the net
amount due to any depositor for deposits in an insured bank
(after deducting offsets) less any part thereof which is in ex
cess of P15,OOO.OO. Such net amount shall be determined ac
cording to such regulations as the Board of Directors may pres
cribe an in determining the amount due to any depositor there
shall be added together all deposits in the bank maintained in
the same capacity and the same right for his benefit either in
his own name or in the name of others."

SEC. 2. Section six (i) of the same Act is hereby amended
to read as follows:

"SEC. 6. (i) Trush funds held by an insured bank in
a fiduciary capacity whether held in trust or deposited in
any other department or in another bank shall be insured
like other forms of deposits, in an amount not to exceed
P15,OOO.OO for each trust estate, and when deposited by
the fiduciary bank in another bank such trust funds shall
be similarly insured to the fiduciary bank according to
the trust estates represented. Notwithstanding any other
provision of this Act; such insurance shall be separate from
and additional to that covering other deposits of the ow
ners of such trust funds or the beneficiaries of such trust
estates: Provided, That where the fiduciary bank deposits
any of such trust funds in other insured banks, the amount
so held by other insured banks on deposit shall not for the
purpose of any certified statement required under subsec
tions (b) and (c) of this section be considered to be a de
posit liability of the fiduciary bank, but shall be con
sidered to be ~ deposit liability of the bank in which
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such funds are so deposited by such fiduciary bank. The
Board of Directors shall have the power by MIUlation
to prescribed the manner of reporting and of depositing
such trust funds!'

SEC. 3. Section ten (a) and (a-1) of the same Act is
hereby amended by deleting and adding the following provi
sions to read as follows:

"SEC. 10 (a) A permanent insurance fund in the
amount of P5,OOO,OOO to be appropriated from the
General Fund is hereby created to be used by the Corpo
ration to carry out the purposes of this Act.

(a-L) The permanent insurance fund hereinabove,
created is hereby incressed to twenty million pesos and for
this purpose, the amount of fifteen million pesos is hereby
appropriated from the General Fund: Provided, That the
maximum amount of the insured deposit of any depositor
is hereby increased to P16,OOO.00."

SEC. 4. This Decree shall take effect immediately.

Done in the City of Manila, this 11th day of June,
in the year of Our Lord. nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President a f the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1452

FURTHER AMENDING SECTION 7 OF REPUBLIC ACT NUM
BERED SEVEN HUNDRED TWENTY, AS AMENDED,
OTHERWISE KNOWN AS THE RURAL BANKS' ACT

WHEREAS, under the present law, rural banks have to amend
their Articles of Incorporation before private persons acquiring
preferred shares of stock held by the government may enjoy the
rights and privileges appertaining to common shares of stock; and

WHEREAS, to make investments in roral banks attractive and
to further stimulate the growth of such banks, there is need to
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provide for the automatic conversion of preferred shares of stock
into common stock-upon sale to private parties.

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution, do hereby order and decree the amendment of Republic
Act No. 720, as amended, as follows:

SECTION 1. Section seven of Republic Act Numbered Seven
Hundred and Twenty, as amended, is hereby further amended to
read as follows:

"SEC. 7. To provide supplemental capital to any Rural
Bank until it has accumulated enough capital of its own to
stimulate private investments in Rural Banks, the Development
Bank of the Philippines shall, upon certification of the Mone
tary Board which shall be final, of the existence of such need,
subscribe within thirty days to capital stock or any Rural
Bank from time to time in an amount equal to the total equity
investment of the private shareholders which shall be paid in
full at the time of subscription but not exceeding one million
pesos: Provided, however, That shares of stock issued to the
Development Bank of the Philippines, pursuant to this section,
may, at any time, be paid off at par and retired in whole or in
part if, in the opinion of the Monetary Board, the Rural Bank
has. accumulated enough capital strength to permit retirement
of such shares; or if an offer is received from private sources to
replace the equity in investments of the Development Bank of
the Philippines with an equivalent investment or more in the
common stock of such Bank. In case of such retirement of
stock or replacement of equity investments of the Develop
ment Bank of the Philippines, the registered private share
holders of the Rural Bank shall have the right of pre-emption
within one year from date of offer in proportion to their res
pective holdings.

Stock held by the Development Bank of the Philippines,
under the terms of this section, shall be made preferred only as
to assets upon liquidation and without the power to vote and
shall share in dividend distributions not exceeding two percent
thereof without preference: Provided, however, That if such
stock of the Development Bank of the Philippines is sold to
private shareholders, the same shall be converted automatically
into common stock of the class provided for in section nine:
Provided, further, That pending the amendment on the Articles
of Incorporation of the Rural Bank, if necessary, for the pur
pose of reflecting the conversion into common stock of prefer
red stock sold to private shareholders, the transfer shall be.re
corded by the Rural Bank in the stock and transfer book and
such shareholders shall thereafter enjoy all the rights and privi-
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leges of common stockholders. The preferred stocks so trans
ferred shall be surrendered and cancelled and the corresponding
common stocks shall be issued.

The corporate secretuy of the Rural Bank shall submit
to the Central Bank and the Securities and Exchange Commis
sion a report on every transfer of preferred stock to private
shareholders, and such report received by the Securities and
Exchange Commission shall form part of the corporate records
of the Rural Bank. When all the preferred shares of stock of a
Rural Bank have been sold to private shareholders, the Articles
of Incorporation of the Rural Bank shall be amended to reflect
the conversion of the preferred shares of stock into common
stock.

For this purpose, the President, the corporate secretary,
and a majority of the Board of Directors shall issue a certificate
that all preferred shares have been sold and transferred to private
shareholders which, together with a copy of the Articles of In
corporation, as amended, duly certified correct by the said
President, corporate secretary, and a majority of the Board of
Directors, shall be filed with the Securities and Exchange Com
mission, which shall attach the same to the original Articles of
Incorporation on file with said office.

The Securities and Exchange Commission shall not register
the amended articles of incorporations unless accompanied by
the certificate of authority required under Section nine of Re
public Act Numbered Three Hundred and Thirty-Seven, as
amended."

SEC. 2. This Decree shaD take effect immediately.

DONE in the City of Manila, this 11th day of June,
in the year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1453

FURTHER AMENDING REPUBLIC ACT NUMBERED 6426,
AS AMENDED OTHERWISE KNOWN AS THE FOREIGN CUR
RENCY DEPOSIT ACT OF THE PHILIPPINES.

WHEREAS, under Presidential Decree No. 1035, the authority
of certain depository banks under Republic Act No. 6426, which
have the necessary resources and managerial competence, was ex
panded to enable said banks to engage more actively in foreign
exchange transactions;

WHEREAS, the objectives behind issuance of P.D. 1035, could
be more readily achieved if said depository, banks were allowed to
freely, engage in foreign exchange trading and other similar transac
tions without being unduly restricted by existing provisions of law,
subject only to the regulatory authority of the Monetary Board;

NOW, THEREFORE, I, FERDINAND E, MARCOS, President
of the Philippines, by virtue of the powers in me vested by the Con
stitution, do hereby order and decree that Republic Act No. 6426,
as amended, be further amended as follows:

SECTION 1. The first paragraph of Section 4 Republic Act
No. 6426, amended, is hereby amended to read as follows:

"SEC. 4. Foreign currency cover requirements. - Except
as the Monetary Board may otherwise prescribed or allow, the
depository banks shall maintain at all times a one hundred per
cent foreign currency cover for their liabilities, or which cover
at least fifteen percent shall be in the form of foreign currency
deposit with the Central Bank, and the balance in the form
of foreign currency loans or securities, which loans or securi
ties shall be of short term maturities and readily marketable.
Such foreign currency loans may include loans to domestic
enterprises which are export-oriented or registered with the
Board of Investments, subject to the limitations to be pres
cribed by the Monetary Board on such loans. Except as the
Monetary Board may otherwise prescribe or allow, the foreign
currency cover shall be in the same currency as that of the
corresponding foreign currency as that of the corresponding
foreign deposit liability. The Central Bank may pay interest
on the foreign currency deposit, and if requested shall ex
change the foreign currency notes and coins into foreign cur
rency instruments drawn on its depository banks".

SEC. 2 This Decree shall take effect immediately.
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Done in the City of Manila, this 11th day of June, in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1454

AMENDING SECTION 5 OF REPUBLIC ACT NUMBERED FIVE
THOUSAND NINE HUNDRED TWENTY, OTHERWISE
KNOWN AS THE "FINANCING COMPANY ACT."

WHEREAS, the limitations on the purchase discount rates of
finance companies on transaction involving the assignment of credit
or the purchase of installment papen, accounts receivable and other
evidences of indebtedness, are fixed by law under Section 3 of the
Financing Company Act;

WHEREAS, there is a need to adopt a more flexible policy ali
the purchase discounts, fees, and other charges of financing com
panies that would be more responaive to the requirements of
changing economic and social cODditions;

WHEREAS, it is desirable and necessary that the Centtal
Bank of the Philippines, 88 the govemment agency charged with the
responsibility of fostering monetary, credit and exchange condition
conducive to a balanced and sustainable growth of the economy,
be vested with the power to regulate, change or modify, in coordi·
nation with the Securities and Exchange Commission, the purchase
discount rates, fees and other charges of finance companies in the
same manner that it has legal authority to regulate the interest rate
and other charges that may be collected by banks, and other fi·
nancial intennediaries:

NOW, THEREFORE, I, FERDINAND E. MARCOS, Pre·
sident of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby decree and order the amendment of Republic
Act No. 5930, JIB follows:

SECTION 1. Section 5 of Republic Act No. 5983 is hereby
amended to read as follows:

"SEC. 5. Limitation on purchase discount, fee•• service
and other charges.
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"The MonetaryBoard of the Central Bank of the Philip
pines is hereby empowered to prescribe, in consultation with
the Securities and Exchange Commission, the maximum rate or
rates of purchase discounts, fees, service and other charges of
financing companies, and to change such rate (s) whenever
warranted by prevailing economic and social conditions.

"In the case of assignment of credit or the buying of
installment papers, accounts receivable and other evidences
of indebtedness by financing companies, the purchase dis
count, exclusive of interest and other charges, shall be limited
to fourteen per cent (14%), or such percentage as may be
prescribed by the Monetary Board, of the value of the credit
assigned or the value of the installment papers, accounts re
ceivable and other evidences of indebtedness purchased based
on a period of twelve months or less, and to one and one
sixth per cent (1-1/6%), or such percentage as may be pres
cribed by the Monetary Board, for each additional month or
fraction thereof in excess of twelve months, regardless of the
terms and conditions of the assigment or purchase.

"In the case of assignment of credit or the buying of
installment papers, accounts receivable, and other evidences
of indebtedness pertaining to appliances, furniture, and office
equipment, the purchase discount, exclusive of interest charges
shall be limited to eighteen per cent (18%), or such percentage
as may be prescribed by the Monetary Board, of the value at
maturity of the credit assigned or receivable puchased, based"
on a period of twelve months or less, and to one and one-half··
per cent (1-1/2%), or such percentage as may be prescribed by
the Monetary Board, for each additional month or fraction
thereof in excess of twelve months, regardless of the terms and
conditions of the assignment or purchase.

"In case of factoring of accounts receivables or other
evidences of indebtedness, the discounting rate that can be
charged, exclusive of interest and other charges shall be limited
to two percent (2%), or such percentage as may be prescribed
by the Monetary Board, of the value of the credit assigned or re
ceived purchased for every thirty (30) da r he
terms and conditions of the factoring agreement."

SEC. 2. This Decree shall take effect immediately.

DONE in the City of Manila, this 11th day of June, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1463

REVISING PRESIDENTIAL DECREE NO. 189, DATED MAY
II, 1973, AS AMENDED, CREATING THE DEPARTMENT

OF TOURISM.

I, FERDINAND, E. MARCOS, President of the Philippines,
by virtue of the powers vested in me by the Constitution, do hereby
older and decree the revision of Presidential Decree No. 189, dated
May II, 1973, as amended, the charter creating the Department
of Tourism, which shall henceforth read in its entirely as follows:

SECTION 1. Short Title. - This Decree shall be known as the
Revised. Charter of the Department of Tourism.

SEC. 2. Declaration of Policy. - It is hereby declared to be the
policy of the Government to malte the tourist industry a positive
instrument towards accelerated national development through
which more people from other lands may visit and better appreciate
the Philippines and through which the Filipino themselves may leam
more about the natural beauty, history and culture of their country
and thus develop greater pride in and commitment to the nation.

SEC. 3. Creating of a Department-of Tourism. - There is here-
by created a Department of Tourism, hereinafter referred to as the
Department, which shall be the primaIY policy, planning, program
ming, coordinating and adminiltrative entity of the executive branch
of govemment in the development of the tourist industry, both
domestic and intemational.

SEC. 4. Pourers and Functions: - 'The Department shall have
the following powers and functions:

a. Administer, cooldinate and supervise all activities of the
government which concem tourism;

b. Effect the removal of unneccessary barriers to travel, the
integration and &implication of travel regulations as well
as their efficient, fair and courteous enforcement to
as sure expeditious and hospitable reception of all tourists
and travelers;

c. Formulate an integrated program. of promotion and
publicity designed to attract and induce people abroad
to visit the Philipph1es, and patronize things Philippine and
to enhance the PIeltige of the Filipino people and the
Republic;

d. Represent the Govemment in all such conferences and
meetings conceming tourism and travel, and discharge
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such responsibilities of Govemment as may arise from
treaties, agreements, and other commitments on tourism
and travel to which it is a signatory ;

e. License, classify, regulate and/or supervise the operation
of all persons, businesses, establishments, facilities and
services that cater to, or have anything to do with travelers
and tourists, such as travel agencies, travel agents/ solici
tors, tour operators, tour guides, hotels, resorts, apart
ment-hotels, (APARTELS) tourist inns, motels, pension
houses, lodging houses and other similar lodging establish
ments, all tourist transport operators, private membership
dubs/clubhouses and recreational complexes with room
accommodations offering such services to the public,
schools and training centers offering tourism-related cour
ses, and such other tourism-oriented businessrestablish
ments/facilities/services as may he determined by the de
partment.

f. Formulate suitable standards to ensure that the highest
possible standards are met, reasonable fees and charges
are made and that services are given with honesty, cour
tesy and efficiency;

g. Prescribe and enforce compliance with such circulars,
rules and regulations as may be necessary to implement
the provisions and intent of this Decree;

h. Conduct investigation, hearing and inquiry and provide
for and grant administrative reliefs in all proper cases
upon all matters relating to the administration and en
forcement of the provisions of this Decree and/or the rules
and regulations or circulars adopted by it to implement
and enforce the objectives and intent thereof;

i. Have access to the records and the premises of any busi
ness establishment, facility or service falling under the
regulatory jurisdiction of the department and the right to
copy therefrom, to question any employee and investigate
any fact, condition or matter which may be necessary
or be of aid in the proper administration and enforement
of this Decree and of any circular, rule and regulation is
sued by the department;

]. After notice and hearing, impose administrative fines not
exceeding P10,000.00, suspend or revoke the license,
permit, registration or accreditation of any persons, or
entity subject to its regulatory jurisdiction, confiscate
bonds and order its disposition, for failure to comply with
or for violation of any of the provisions of this Decree,
the rules and regulations, circulars, orders, decisions or
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rulings of the department; to suspend or remove any of
ficials/employee of any regulated establishment for failure
to comply 'with or for violation of any provisions of this
Decree, the rules and regulations, circulars, orders, deci
sions, rulings issued by the department;

k. Issue summons, subpoena and subpoena duces tecum to
compel the attendance of witness and the production of
books, papers and other documents pertinent to the in
vestigation, hearing and inquiry, and to examine those
witnesses and such books, papers and other documents
as it shall need in relation to any matter being investigated,
heard or inquired into;

1. Punish for contempt of the department, both direct and
indirect, by way of imposing fines;

m. Enlist the aid, assistance and support of any and all govern
ment agencies, civil or military, in the implementation of
the provisions of this Decree or the department's rules and
regulations, circulars, and enforcement of orders and/or
decisions;

n. Perform such other functions as may be provided by law.

SEC. 5. Organization of the Department. -- The Department
shall be composed of a Department Proper and two(2) bureaus,
namely: the Bureau of Tourism Promotion and the Bureau of Tour
ism Services.

The department proper shall include the office of the Secretary,
the Planning Service, Financial and Management Service, Adminis
trative Service, legal Service and such other offices or divisions that
the Secretary is hereby authorized to create to carry out the functions
and objectives of the department.

SEC. 6. Authority and ResponsibUity. - The authority and
responsibility for the powers and the discharge of the functions of
the Department shall be vested in a Secretary of Tourism, here
inafter referred to as the Secretary. The Secretary shall be assisted
by one Undersecretary .

SEC. 7. The Office of the Secretary. - The Office of the Sec
retary shall consist of the Secretary of Tourism, the Undersecretary
of Tourism and the personnel in their immediate office. It shall be
responsible for the formulation, adoption and promulgation of
rules and regulations and circulars necessary to carry out depart
mental policies and objectives, and for exercising direct control and
immediate supervisions over the offices, services and bureaus of the
department.
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SEC. 8. Functions of the Secretary. - The Secretary shall have
the following functions:

a. Establish the internal organization of the department, its
bureau and offices to achieve its functions and objectives;

b. Advise the President in the promulgation of executive or
ders, regulations, and decrees relative to matters falling un
der the jurisdiction of the department;

c. Establish the policies and standards for the operation of
the department pursuant to the President's program of
government;

d. Promulgate roles and regulations necessary to carry out the
department objectives, policies and functions;

e. Exercise supervision and control over all bureaus and of
fices under the department;

f. Delegate authority for the performance of any function
to officers and employees under his directions; and

g. Perform such other functions as may be provided by law.

SEC. 9. Functions of the Undersecretary of Tourism. - The
undersecretary shall have the following functions:

a. Advise and assist the Secretary in the planning, supervision
and coordination of all technical, administrative, financial
and management, and related functions of the department;

b. Determine the administrative needs and requirements of
all bureaus and offices under the department;

c. Advise and assist the Secretary in the formulation and
implementation of department objectives and policies
in all matters relating to his area of responsibility;

d. Subject to the policy guidelines established and prescribed
by the Secretary, administer the day to day activities,
coordinate the programs and policies and assume over all
responsibility for the efficient and economical operation
of entities under his jurisdiction;

e. Subject to the policy guidelines established and prescribed
by the Secretary, exercise supervision over all activities in
the department relating to the planning, development,
promotion and marketing aspects of the functions and
powers of the department under this Decree; and
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f. Perfonn such other functions and discharge such other
powers as may be provided by law or delegated by the
Secretary pursuant to a Department Order.

SEC. 10. Functions of the Bureau of Tourism Promotion.-~The

Bureau of Tourism Promotion shall organize and support a program
of public relations, advertising, promotion and publicity calculated
to inform, interest, attract and encourage both domestic and foreign
tourism in the Philippines; and shall perform such other functions
as may be assigned/delegated to it by the Secretary.

SEC. 11. Creation of Divisions and Offices. - With the approval
of the Secretary, the Director of the Bureau of Tourism Promotion
is hereby authorized to create such divisions and offices as he may
deem necessary to carry out the powers and duties of the bureau
and for the proper and efficient operation of its business.

SEC. 12. Functions of the Bureau of Tourism Seruices. - The
Bureau of Tourism Services shall provide information, reception,
facilitation, security and investigation services to tourists; license,
regulate, classify and inspect all tourilm-oriented establishments;
hear and resolve administrative cases within its jurisdiction; conduct
training courses and programs for those involved with the Tourism
Industry; and shall perform such other functions as may be assigned/
delegated to it by the Secretary.

SEC. 13. Creation of Divisions and Offices. - With the approval
of the Secretary, the Director of the Bureau of Tourism Services is
hereby authorized to create such divisions and offices as he may
deem necessary to carry out the powers and duties of the Bureau
and for the proper and efficient operation of its business.

SEC. 14. Functions of the Planning Seroice.--- The Planning
Service shall provide the department with economical, efficient and
effective services relating to planning, programming and project
development, including the fonnulation of immediate and long range
plans and programs for tourilm development and their priorities
as may be warranted by domestic and international developments;
and shall perfonn such other functions as may be assigned/delegated
to it by the -Secretary .

SEC. 15. Functions of the Financial and Management Seruiee.
The Financial and Management Service shall provide the department
with staff advice and assistance on budgetary, finance and manage
ment improvement matters; and shall perform such other functions
as may be assigned/delegated to it by the Secretary.

SEC. 16. Functions of the Administrative Service. - The Admi
nistrative Service shall provide the department with economical,
efficient, and effective services, ftllating to personnel infonnation,
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records, communications, supplies equipment, collections, disburse
ments, security and other custodial work; and shall perform such
other functions as may be assigned/delegated to it by the Secretary.

SEC. 17. Functions of the Legal Seruice. -- The Legal Service
shall provide legal advice, service, assistance and support to the
Secretary and Undersecretary and all the offices services and bureaus
under the department on all legal matters affecting the department;
and shall perform such other function as may be assigned/delegated
to it by the Secretary.

SEC. 18. Attached Agencies. - The following agencies are
hereby attached to the department for purposes of policy coor
dination and integration of programs:

1. The Civil Aeronautics Board, which shall continue to be
governed by laws pertinent to its functions and powers
when not inconsistent with the provisions of this Decree.

2. The Philippines Tourism Authority, which shall continue
to be governed by the provisions of existing laws.

3. The Philippine Convention Bureau, which shall continue
to be governed by the provisions of existing laws when not
inconsistent with the provisions of this Decree.

SEC. 19. Penalties. -

a. Violation by a license or holder of Authority. - Any
person, whether natural or juridical, licensed, registered,
accredited or pennitted by the department to engage in a
tourism-oriented establishment, facility or service, who
shall violate or cause another to violate any of the provi
sions of this Decree or the rules and regulations or circulars
adopted and promulgated by the department shall, upon
conviction by a compentent court, suffer the penalty of
imprisonment of not less than six (6) months nor more
than two(2) years or fine of not less than Two Thousand
Pesos (P2,OOO.OO) nor more than Ten Thousand Pesos
(P10,oOO.OO), or both, at the discretion of the court.
In addition thereto, any license, registration, accreditation,
permit or authority which may have been issued by the
department shall be deemed automatically withdrawn
and revoked and the cash/surety bonds of the offender
shall be forfeited in favor of the department.

b. Violation by a Non-Holder of Authority. - Any person
who is not a holder of a license, accreditation, permit
or any other authority from the department who shall
violate or cause another to violate any of the provisions
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of this Decree or the rules and regulations of circulars
promulgated by the department shall, upon conviction of
a competent court suffer the penalty of imprisonment
of not less than one (1) year nor more than six (6) yean or
fine of not less than Four Thousand Pesos (P4,000.00)
nor more than Twenty Thousand Pesos (P20,OOO.OO), or
both, at the discretion oftbe court.

c. Penalty imposed upon Officem of Juridicial Persons. -- If
the offender is a corporation, partnenhip, finn or associa
tion, the penalty shall be imposed upon the officer or
officers who may have been responsible for the violation;
and if such officer or officers is an alien, he/they shall,
in addition, be deported without further proceedings on
the part of the Corom_ion on Immigration and Deporta
tion.

SEC. 20. Separability Clause. - The provisions of this Decree
are hereby declared to be separable, and in the event anyone or
more of such provisions are held unconstitutional, they shall not
affect the validity of other proviliODS.

SEC. 21. Repealing Clause. - All provisions of Presidential Dec
ree No. 189 and all amendments thereto, inconsistent with the
provisions of this Decree are hereby repealed or modified incuding
General Olden, Letters of Instruction, Rules and Regulations, Exe
cutive Orden that are inconlistent or contrary to the provisions of
this Decree are hereby repealed or modified accordingly.

SEC. 22. Effectivity. - This Decree shall take effect immediate-
ly.

Done in the City of Manila, this 11th day of June, in the year
of Our Lam, nineteen hundred and teventy.eight.

(SOD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1483

AlITHORIZlNG THE IMPORTATION OF FOREIGN CIGAR
LEAF TOBACCO FOR BLENDING PURPOSES.

WHEREAS, Filipino exporteD of cigars have failed to reach the
200,000,000 volume of prewar d&Js;
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WHEREAS, this failure has been attributed to the change in
customers' taste in cigars from one made of purely local cigar leaf
to one blended with imorted tobacco varieties;

WHEREAS, there is need to encourage the growth of cigar
export considering that the industry provides employment opportu
nities to a large segment of our population and foreign exchange
earnings to the country;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers vested in me by the Con
stitution, do hereby decree and order the following:

SECTION 1. The importation of foreign cigar leaf tobacco
for the purpose of blending with local cigar leaf tobacco to improve
the quality locally made cigars for export is hereby authorized:
Prouided, That the total importation for anyone year shall not
exceed one hundred thousand (100,000) kilograms unless the export
market conditions require otherwise: Provided further, That the
authority to import shall be granted only to bonafide cigar manu
facturers exporters at least sixty percent (60%) of the capital stock
of which is owned by Fihpinos and bonafide cigar manufacturing-ex
porting companies existing at the time of the promulgation of this
Decree.

SEC. 2. The Philippine Tobacco Board shall promulgate the
necessary rules and regulations to implement and effectively carry
out the provisions of this Decree.

SEC. 3. An inter-agency Committee to be created by the Philip
pine Tobacco Board shall enforce this Decree and its implementing
rules and regulations. The said Committee shall be composed of the
Chairman-General Manager of the Philippine Tobacco Administra
tion as Chairman and a representative each of the Bureau of Foreign
Trade and of the tobacco manufacturing-exporting sector as Mem
bers.

SEC. 4. Any person violating any proVISIOn of this Decree or
the implementing rules and regulations promulgated by the Philippine
Tobacco Board shall be fined in an amount not less than five thou
sand pesos nor more than ten thousand pesos or imprisoned for not
less than one year nor more than five years, or both, in the discretion
of the court. In case the violation is committed by a corporation,
the penalties herein provided shall be imposed upon the President or
in his absence, upon the Manager or person in charge of the business
thereof. Such violations shall ipso facto cause the revocation of all
privileges, permits and authorization granted to such person under
this Decree.

SEC. 5. All existing laws, rules and regulations inconsistent with
this Decree are hereby repealed or modified accordingly.
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SEC. 6 This Decree shall take effect immediately.

Done in the City of Manila, this 11th day of June, in the year of
Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1485

FURTHER AMENDING CERTAIN PROVISIONS OF THE
NATIONAL GRAINS INDUSTRY DEVELOPMENT ACT

WHEREAS, it is the declared policy of the State to promote the
integrated growth and development of the grains industry so as to
provide adequate and continuous food supply to the nation and con
tribute to the national economy;

WHEREAS, to carry out and implement the foregoing policy,
Presidential Decree No. 4 dated September26, 1972 was promulgated
making the "Act to Develop the Rice and Com Industry, Created
the National Grains Authority and Provide Funds Therefor" other
wise known as the National Grains Industry Development Act, as
part of the law of the land ;

WHEREAS, it becomes necessary to adopt various measures
calculated to promote zeal and enthusiasm in the production of rice,
com and other grains in order to attain self-sufficiency in such grains,
hasten development of virgin and undeveloped lands and to provide
more opportunities to small farmers towards their economic well
being;

WHEREAS, the Authority is being hampered by various techni
calities and otherwise operational hindrances that diminish the
impact of its campaign, and thereby undermine its efforts, to purge
the industry of unscrupulous elements;

WHEREAS, recent developments and continuing scientific and
technological studies on grains production, processing and marketing
have revealed that the foregoing policy will be best attained and
thereby facilitate a truly integrated development, planning, program
ming and implementation by vesting the Authority with supplemen-
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tary responsibilities and powers and by amending certain provisions
of said Act.

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Republic of the Philippines, by virtue of the powers in me
vested by the Constitution as Commander-in-Chief of all the Armed
Forces of the Philippines and pursuant to Proclamation No. 1081,
dated September 21,1972 and General Order No.1 dated September
22,1972, as amended, do hereby adopt and make as part of the law
of the land the amendments to the aforesaid National Grains Industry
Development Act stated hereunder;

SECTION 1. ..- The heading and introductory paragraph to
the aforementioned Act is hereby amended to read as follows:

"PROCLAIMING THE CREATION OF THE NATIONAL
GRAINS AUTHORITY AND PROVIDING FUNDS THEREFORE.

"Pursuant to Proclamation No. 1081, dated September 21,
1972, I, FERDINAND E. MARCOS, President of the Republic
of the Philippines and Commander-in-Chief of all the Armed
Forces, by virtue of the powers vested in me by the Constitution
of the Republic of the Philippines, do hereby declare as a law of
the land, the creation of the National Grains Authority which
shall be under the Office of the President. The provisions of
this Decree are contained herein below."

SECTION 2.
follows:

Section 1 is hereby amended to read as

"Section 1. - Title of the Act. - This law shall be known
as the National Grains Authority Act. "

SECTION 3.
follows:

Section 2 is hereby amended to read as

"Section 2. _.- Declaration of Policy. -- It shall be the
policy of the State to promote the integrated growth and deve
lopment of the grains industry (rice, com, wheat, and other
grains and their substitutes such as but not limited to mongo,
soybeans and cassava) so that it can adequately function as in
institution conscious of its social responsibilities and capable of
providing adequate and continuous food supply to the nation
and of contributing of its proper share to national economy."

SECTION 4. Section 3, paragraph, b) and f) are hereby
amended to read as follows:

"Section 3. .- Policy, Goals and Objectives.
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b) Provide comprebeDlive guidance for the develop
ment of the industry in all its aspects, delineating and coordina
ting the respective roles of both government and private sectors
and their respective components and eannaking adequate
financing from credit and other resources to support the pro
gram; Provided, however, That credit and other resources con
templated in this Act for the development of the grains industry
shall be complementary and supplementary to those earmarked
under existing laws."

f) Adopt all other measures for the grains industry as may
be necessary to achieve the foregoing policy. "

SECTION 5.
follows:

Section 4 is hereby amended to read as

"Section 4. - Policy Implementation. - To execute the
foregoing policy, there is hereby created a body corporate with
regulatory and superoUJory powers to be known as the National
Grains Authority, hereinafter simply referred to as the Autho
rity, which shall be governed by a Board of Directors, known as
the National Grains Authority Council, hereinafter referred to
as the Council. The powers and functions of th.e Authority shall
be vested in the Council which shall have overall responsibility
for formulating and coordinating a comprehensive program for
the development of the grains industry. The Council shall be
composed of the following:
Olainnan:

Secretary of Agriculture

Members:
The Administrator, National GrainsAuthority
The Governor, Central Bank of the Philippines
The President of the Philippine National Bank
The Chairman of the Development Bank of the Philippines
Representative of the Office of the President
The Secretary of the Department of Trade
The Secretary of the Department of Industry
A Representative from the cODSUming sector

In the absence of the Chairman, the Administrator of the
National Grains Authority Ihall act as the Chairman of the
Council.

Within thirty days from the approval of this decree, the Pres
ident of the Philippines shall coMtitute the Council.

The representative of the consuming sector shall not be
less than thirty-five yean of age, with sufficient education of
proven honesty, integrity aDd recognized competence. He shall
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be appointed by the President of the Philippines to hold office
for a term of four years unless sooner removed for cause or
until his successor shall have been appointed and qualified.

The Council shall meet regularly at least once a month on
any date to be determined by the Chairman: Provided, That the
Chairman may convene special meetings to discuss any urgent
matters needing immediate resolutions. The Council members
shall be entitled to per diem of'NOO.OO {oreach meeting actual
ly attended by them and other remunerations as may be deter
mined by the Council.

If for any reason a member of the Council, who is a public
official, is unable to attend a meeting, he shall be represented
therein by the next ranking official or officer of the Office,
Agency or organization he represents.

The Council shall adopt rules and regulations to govern its
proceedings, call on any government agency or institution for
assistance or support, and determine its official location and
address.

SECTION 5. Section 5, subsection (b), paragraph (i)
is hereby amended to read as follows:

"( i) Determine the floor price for the grain crop which shall
assure the farmer or producer a fair return on his investment;
Provided, That the floor price for the grain crop of any season
shall be the total sum of the season's anticipated cost of pro
duction per cavan, plus a reasonable mark-up, as determined by
the Council; Provided, Further, That whatever agricultural
minimum wage may be specified by law shall be included in the
computation of the anticipated production cost even for work
perfonned by operators and/or owners of farms j Provided,
Further, That the retail prices for milled rice, corn grits, sorghum
and other grains and their substitutes and their by-products/end
products shall not be more than the prices set for these items
by the Council. Provided, Further, That price ceilings shall be
adjusted in direct relation to significant changes in the Consu
mer Price Index (CPI) periodically prepared by the Central
Bank of the Philippines, Provided, Further, That the Aurhority
shall give preference to producers cooperatives in the procure
ment of grains so as to promote the development of coopera
tives and other farmer's associations such as but not limited to
Area Marketing Cooperatives, Samahang Nayons, selda, etc.,
in the country; Provided, Furthermore, That the price support
shall cover only such quantity of palay, com or other grains
as was actually produced by the fanner in his own farm and
Provided, Finally, That the Authority may, upon authorization
by the Office of the President, incur subsidies to be borne by
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the National Government in the implementation of the floor
and ceiling prices for rice and com and other grains and their
substitutes and/or their by-products/end products;

SECTION 6. Section 6 as amended by P.D. No. 699 is
hereby further amended to read IS follows:

"Section 6. - Administration - Powers, Organization,
Management and Exemptions. - The Powers, organization,
management and exemptions of the Authority shall be as
follows:

a) Powers - In order to effectively carry out its functions
and responsibilities provided in this Act, the Authority shall
have the following powers:

(i) To institute the negotiable warehouse, receipt or
quedan system in palay, com and other grains not later than
two (2) years after the approval of this Act. Pending the institu
tion of said quedan system, however, the Authority shall imple
ment the price support by procuring grains at the announced
floor price in such quantities and in such places as may be
necessary: Provided, That no such grains shall be procured unle81
they are stored in a bonded warehouse under a bond of not less
than thirty-three and one-third (33 1/3) per centum of the value
of the stocks of said grains, Provided, However, That in are.
where there are no bonded warehouses or adequate space in
bonded warehouses, the Authority shall start to purchase grains
at the beginning of every harvest and for this purpose shall send
its men and facilities to the places of harvest where the farmers
can directly sell their harvested grains; Provided, Further, That
the Authority shall take measures in expedite the establishment
of bonded warehouses in areas where they are needed but do
not exist; Provided, Finally, That such stocks shall be fully
insured against 1088 due to file.

(ii) To maintain and manage a national buffer stock the
quantity and locations of which shall be determined by the
Authority.

(iii) To own, lease, opemte or otherwise hold lands, build
ings, equipment and such other immovable properties, as may
be necessary to carry out its functions. (As amended by P.D.
No. 699)

(iv) To enter into, make, perform and carry out con
tracts of every class and description necessary or incidental
to the realization of its functions with other person, finn or
corporation, private or public, including loans or borrowings by
the Authority from domestic or ,foreign sources, or initiate
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contracts and/or agreements in behalf of the industry between
the Philippine Govemmentand any foreign government or
institution;

(v) To oversee and enforce the provisions of Republic
Act Numbered Three Thousand Eighteen;

(vi) To inspect palay, rice, com, comgrits and other grains
and their substitutes and/or their by-products/end-products
stored by any person, partnerships, corporation or association,
for purposes of taking inventory and record of such commodi
ties, and to enter the premises thereof by the use of reasonable
means;

(vii) To order the seizure, whenever there is cornering or
hoarding, as may be defined by the Authority of rice and/or
com and/or other grains and their substitutes and/or the by
products/end-products thereof, including facilities and equip
ments used in said cornering or hoard ing; or whenever there is a
scarcity of supply of such commodity in the consumer market
and/or an unwarranted increase in the price thereof, of the
hoarded commodity and its public sale in such quantity as may
be needed to stabilize the supply in the area of scarcity and res
tore prices to normal levels ;

(viii) To establish and enforce standards in grading,sampling
and inspection, test and analysis, specification, nomenclature,
units of measurement, code ofpractice and packaging, conseroa
tion and transport for grains and their substitutes and/or their
by-products/end-products and to effect a transition of standards
in measurement of grains from volume to weight, and in metric
system;

(ix) To coordinate the activities of all government agen
cies engaged in the study, research and promotion of measures
designed to enhance the integrated growth and development
of the grains industry; and to improve the processing and mar
keting standards of rice, com and other grains, such as methods
of drying, handling, hauling, storage, milling, packaging, distri
buting and shipping these grains and their by-products;

(x) To call upon and/or deputize any official of such
government agencies as may be necessary to assist the Authority
in carrying out its functions;

(xi) To register, license and supervise warehouses, whether
bonded or not, and mills; and to prescribe, impose and collect
fees, charges, and/or surcharges in licensing and regulating ware
houses and mills;

(xii) To establish rules and regulations governing the im
portation of rice, com and other grains and their substitutes
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and/or by-products/end-products and to license, impose and
collect fees and charges for Slid importation for the purpose
of equalizing the selling price of such imported grains and their
substitutes and/or their by-products/end products with the
nonnal prevailing domestic prices.

In the exercise of this power, the Council after consul
tation with the Office of the President shall first certify to a
shortage of grains and/or their sub.titutes that may occur as a
result of a short-fall in production, a critical demand-supply
gap, a state of calamity or other verified reasons that may
warrant the need for importation. The Authority shall under
take the direct importation of grains and/or their substitutes or
it may allocate import quat", among certified and licensed
importers, and the distribution thereof through cooperatiueB
and other marketing channe•• at prices to be determined by the
Council regardless of existing floor prices and the SUbsidy
thereof, if any, shall be borne by the National Government.

(xiii) To establish rules and regulations governing the ex
port of rice. com and other grains and/or their substitutes and
their by-products/end-products, and to collect fees and charges
for such exportation at rates to be detennined by the Council;

In the exercise of this power, the Authority shall directly
undertake the exportation of rice, com and other grains and/or
their substitutes and/or by-products/end products whenever
there is an excess production and/or supply, or it may allocate
export quotas among certified and licensed exporters; Provided,
however, That the Council shall first certify to such excess
production and/or supply after proper consultation with the
Office of the President.

(xfv) To register, license and supervise persons, natural
or juridical, who shall engage or are engaging in the business of
providing goods and services in support of the different acti
vities involved in the production, processing, transporttng;
marketing and trading of grains and/or their substitutes and to
prescribe, impose and collect fees, charges and/or surcharges
in licensing and regulating the operations of such persons;

(xv) To register. license and supervise persons, natural
or juridical engaged in the wholesale and/or retail business of
rice, com, other grains and their SUbstitutes and/or their by
products and to impose and collect fees to be determined by
the Council;

(xvi) To register, license and supervise persons, natural
or juridical, engaged in the processing or manufacture of goods
where rice or com or other grains and/or their substitutes
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are used as ingredients in the manufacture of starch, oil and
animal feeds and/or other similar commodities and!or their
by-products! end-products in which case it shall impose the
nominal fees to be determined by the Council;

(xvii) To provide for the enforcement of the provisions
of this Decree or any Letter of Instruction, General Orders
or Rules and Regulations issued or which may hereafter be
issued pursuant thereto, or any other Decree, Letter of Ins
tructions, General Order, the implementation and enforcement
of which is vested with the Authority, and for violation thereto,
to authorize the Administrator or his duly authorized repre
sentatives to impose administrative fines and penalties, to
conduct investigations and to require by subpoena and/or
subpoena duces tecum the attendance and testimony of
witnesses, the production of books, papers, documents, ex
hibits, records, evidence; to administer oath by himself or his
duly authorized representative, and to make arrests. Any case
of contumacy shall be dealth with in accordance with the
provisions of Section five hundred eighty of the Revised Admi
nistrative Code. Any fine imposed and collected under this Para
graph shall form part of the Authority's corporate funds:

(xviii) Whenever the Authority determines that to
accomplish its production, processing, marketing and other
incidental functions, it is necessary to contract indebtedness,
it shall by a resolution, stating the purpose for which the
indebtedness is to be incurred and citing the project study
designed for the purpose, so declare and authorize the Authori
ty's execution or issuance of, and establish the terms and
conditions to be contained in such bonds, loan agreements,
other evidences of indebtedness necessary thereof, such re
solution shall become valid and effective upon approval by
the President of the Philippines and prior recommendation of
the Secretary of Finance.

With respect to domestic indebtedness to be incurred by
the Authority, the bonds or other evidences of indebtedness
issued for the purpose shall contain such terms, conditions,
privileges, exemptions and guarantees as are specified below.

(1) Such bonds or other evidences of indebtedness
(a) shall be registered from and transferable at the Central
Bank of the Philippines, (b) shall not be sold at less than par;
(c) shall be payable ten years or more from date of issue, as
may be determined by the Secretary of Finance before their
issuance, but shall be redeemable, upon the election of the
Council, after five years from such date of issue; and (d) shall
bear interest at an annual rate to be determined before their
issuance by the Secretary of Finance. The interest may be
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payable quarterly, semi·annudy, or annually, as determined by
the Secretary of Finance in conatltation with the Monetaly
Boud of the Central Bank·of the Philippines before date of
ilauance, and both the principal and interest shall be payable
in legal tender of the Philippines.

(2) The bonds or other evidences of indebtedness shall
be exempt from the pa¥IQ8Dt of all taxes by the Republic
of the Philippines, or by Imy authority, branch, division or
political sub-division thereof, which fact shall be stated upon
their faces; and by virtue of this Decree are hereby made se
curities in which all public offices, political subdivisions,
commercial banks, insurance companies and associations,
investment houses, financing companies, savings banks, and
savings institutions, including savings and loan associations,
executors, administrators, guardians, trustees and fiduciaries
in the Philippines may p10pfldy and legally invest their own
funds or the funds within their control, and the same shall be
receivable as collateral in any transaction with the government,
itl agencies, and instrumentalities, including govemment-owned
or . controlled corporations and government banking and fl·
nancial institutions in which such collateral is required. Said
instruments may be made payable both as to principal and in
terest in Philippine currency or any relliily covertible currency;

(3) A sinking fund ibID be established by the National
Grains Authority in such DlIDDer that the total annual con
tribution thereto, accrued at such rate of interest as may be
determined by the Secretary of Finance in consultation with
the Monetary Board, shall be sufficient to redeem at maturity
the bonds issued under this IUb-section. The sinking fund Ihall
be under the custody of the Central Bank of the Philippines,
which shall invest the same, subject to the approval of the
council and the Secretary of Finlllce in consultation with the
Monetary Board: Provided, that the proceeds thereof sba1l
8CCme to the Authority;

(4) The Republic of the Philippines hereby guarantees
the payment by the Authority of both the principal and the in
terests of the bonds or other evidences of indebtedness and shall
pay such principal and interest in case the Authority faila
to do so; and there are hereby appropriated out of the general
funds in the National Treasury not otherwise appropriated the
sums necessary to make the payments so guaranteed: Provided,
that the sums so paid by the Republic of the Philippines shall be
refunded by the Authority: and Provided, that the Authority,
to assure such refunding, shall establish reserves or sinking funds
and comply with such other restrictions and conditions as the
Secretary of Finance may prescribe and establish for that
purpose.
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With respect to foreign indebtedness to be incurred by the
Authority, such may be contracted, in the forms of loans, credits
convertible foreign currencies, or other forms of indebtedness,
from foreign governments or any international financial institution
or fund sources, including foreign private lenders, the total out
standing amount of such indebtedness, exclusive of interest, shall
not exceed five hundred million United States dollars (US$500M)
or the equivalent thereof in other currencies. The President of the
Philippines, by himself or through his duly authorized represent
ative, is hereby authorized to negotiate and to so contract with
foreign governments or any international financial institution or
fund source in the name and on behalf of the Authority; and is
further authorized to guarantee, absolutely and unconditionally,
as primary obligor and not merely as a surety, in the name and on
behalf of the Republic of the Philippines, the repayment of any
indebtedness thereby contracted and the payment thereon of any
due interest charge, up to the limited amount authorized by the
foregoing, which shall be over and above the amounts which the
President is authorized to guarantee under Republic Act No. 6124,
and also to guarantee the performance of all or any of the obligations
undertaken by the Authority in the territory of the Republic of the
Philippines pursuant to loan agreements entered into pursuant to
this paragraph. Any indebtedness contracted under this paragraph
and the payment of the principal thereof and of any interest or
other charges thereon, as well as the importation of machinery,
equipment, materials, supplies and services by the Authority, paid
from the proceeds of any such contracted indebtedness, shall also be
exempt from all direct and indirect taxes fees, imposts, other charges
and restrictions, including import restrictions, by the Republic of the
Philippines, or by any authority, branch, division or political sub
division thereof.

Investment in bonds, promissory notes, debentures and other
evidences of indebtedness of the Authority acquired by financial
institutions, subject to the provisions of Republic Act. No. 6389,
as amended, including its implementing regulations, shall be consi
dered sufficient compliance with the requirements of said Act and
its implementing regulations.

All funds so acquired and realized by virtue of this power to
contract indebtedness, interests and other income incidental thereto
and income from other operations, projects or activities of the
Authority shall be administered by it except such other funds the
administration of which is specifically provided for by other pro
visions of Presidential Decree No.4, (As amended by P.D. No. 699).

(xix) To purchase, lease or otherwise acquire lands,
whether public or private, for the cultivation and production of
rice, com and other grains;
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In the exercise of this power, the Authority shall have the
authority to engage and retain any person, finn or corporation,
private or public, to render technical services in the de
velopment, cultivation 01' operations of such lands as it may
have acquired by purchase, lease, or other means. Moreover,
the Authority shall have also the power to effect the advance
payment of the stipulated fees. (as amended by P.D. No. 699).

(xx) To sell, lease, mortgage, pledge or otherwise dispose
of the property, assets or undertaking of the authority or lilly
part thereof as the Authority may deem fit. (As amended
by P.D. No. 699).

(xxi) To adopt, alter, and use a corporate seal which
shall be judicially noticed, to sue and be sued; and otherwise
to do and perform any and all acts, and to exercise any and all
powers as may be necessary to carry into effect the provisions
of this Act or as are essential to the proper conduct of its
operations. (As amended by P.D. No. 699).

(xxii) In order to immediately implement the programs
envisioned in this Decree, an initial sum of ten million pesos
(P10,OOO,OOO.OO) is hereby set aside from the Authority's
corporate funds and for this purpose, the Administrator is
hereby authorized to dispose the said amount as he may deem
fit, subject to the usual accounting and auditing requirements.
(As amended by P.D. No. 699).

(xxiii) To promulgate such rules and regulations as may
be necessary to carry out the provisions of this Act. Such
rules and regulations shall take effect fifteen (15) days
following their publication once in at least one daily newspaper
of national circulation.

(xxiv) To invest its funds or other assets in such under
taking as it may deem wise necessary such as but not limited to
investment in any and aU kinds of securities, stocks, bonds and
other secured collaterals;

(xxv) To create and establish subsidiary corporations
to undertake the related and integrated business operations
of the Authority;

(b) Organization. - The Authority shall be governed by
a Council which shall create and administer, through, an Ad
ministrator as hereinafter provided, the necessary staff and line
units of the Authority, whose personnel shall be exempt from
the rules and regulations of the Office of the Compensation
and Position Classification and whose compensation shall be
fixed by the Council.
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(c) Management. - The Management of the Authority
shall be vested in the Administrator who shall be appointed by
the President of the Philippines within sixty (60) days from
approval of this Act, and who shall direct and manage the
affairs of the Authority, subject to the supervision of the
Council, The Administrator shall hold office for a term of
six (6) years, except when earlier removed for cause, or until
his successor shall have been appointed and qualified.

There shall be two Deputy Administrators, appointed by the
Council, who shall assist the Administrator in the performance of
his functions. The Deputy Administrators shall be persons of re
cognized competence and experience in the production, processing,
marketing and trading aspects of grains. Either one of the Deputy
Administrators, upon designation by the Administrator, shall
perform the duties and exercise the powers and functions of the
Administrator in the absence of the latter.

There shall also be Assistant Administrators as the Administra
tor may deem necessary to assist him in the performance of his
functions to supervise and cover functional areas as the Administra
tor may determine with the consent of the Council.

The administrator shall appoint, remove, suspend or otherwise
discipline, with the confirmation of the Council, other officers
and employees as may be assigned and delegated to him by the
Council.

The Administrator and the Deputy Administrators shall be
natural-born citizens of the Philippines, not less than thirty-five
(35) years of age, of proven honesty and integrity and of recog
nized managerial competence.

The Assistant Administrators shall be natural-born citizens
of the Philippines, not less than thirty (30) years of age, of proven
honesty and of recognized managerialcompetence.

The Adminstrator shall receive a compensation to be deter
mined by the Council but not less than ninety thousand (P90,OOO.00)
pesos per annum The Deputy Administrators shall receive a salary
to be determined by the Council but not less than sixty thousand
(P60,OOO.OO) pesos per annum. The Assistant Administrators shall
each receive a salary to be determined by the Council but not less
than forty-eight thousand (P48,OOO. 00) pesos per annum.

(d) Exemptions - In furtherance to the effective im
plementation of the policy enunciated in this decree, the
Authority is hereby declared exemp t:

(i) From payment of all taxes, duties, fees, imposts,
charges, costs and restrictions to the Republic of the Philip
pines, its provinces, cities, municipalities and other agencies
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and instrumentalities, including the taxa, duties, fees, imposts
and other charges prouided for under tbe Tariff and Customs
Code of the Philippines, B.A. No. 1937, as amended by Presi
dential Decree No. 34, dated October 27, 1972, and Presidential
Decree No. 69 dated Nooember 24, 1972 and all fUing, docket,
and serotoe fees, bonds and other char,. or costs in any court
or administrative proceedinIB in which the Authority may be a
party.

(li) From all income taxa, franchise taxes and realty
taxes to be paid to the National Government, its provinces,
cities, municipalities and other govemment agencies and instru
mentalities; and

(iii) From all dutie., arrtJItre fea in so far as the govern·
ment's share is concerned, including all charges and 'ee,
imposed under Presidential Dec18'- No. 857, compensating tax.
and aduance sales taxes, wh4r(age fees and tonnage dues on
import/export of goods required for its operations and project•.

All documents or contractl ezecuted by or in fauor of the
Authority shall also be exempt from the payment ofdocumen
tary and science stamp taxes GIld registration fees: Provided,
however, that this exemption maO not apply to taxes and
alBessments payable by pereoTII or entities transacting businelB
with the Authority.

The Authority shalt likewile be exempt from the cove.,.
ofPresidential Decree No. 711.

SECTION 7. - Section 7 is heleby ..,nended to read as follows:

"Section 7. - Development and stabilization Fund.-

There is hereby establiahed the National Grains Authority
Development and Stabilization Fund, herein referred to 18 the
"Fund", for the purpose of financing the growth and development
of the industry and the stllblization of the domestic market in
grains, to be administered in truIt by the Authority, and derived
in the manner herein below cited from the following sources:

(a) An additional tax on lice and com mills as provided in
Section ten of this Act;

(b) Stabilization fees which shall be collected from the wue
houseman by the Authority on all grains covered by ne
gotiable warehouse receipts or quedans at the rate of ten
centavos (PO .10) per cavill of fifty kilograms of grain per
month but not to exceed fifty centavos (PO.50) per year;

(c) A surtax on corporation as provided in Section eight
of this Act;

[189]



(d) Such borrowings as may be obtained from PL 480, inter
national institutions and other outside foreign agencies;

(e) Such funds, profits, cash and stocks of the Rice and Com
Administration (RCA) as will be turned over to the Au
thority;

(f) Fees for licensing bonded warehouses at rates which shall
be determined by the Council land collected by the
Authority per cubic meter bonded capacity;

(g) Fees, charges and/or surcharges hereby imposed in the
issuance of license for importation of rice and com and
other grains and their substitutes, to be collected by the
Authority at the rates which shall be determined by the
Council: Provided, That the rate of any surcharge to
equalize the wholesale price of imported grain and/or
their substitutes with the prevailing selling price of the
equivalent commercial grain in the domestic market shall
be as determined by the Council under subparagraph (xii]
of section six of this Act , and

(h) A tax on the sale, exchange or transfer of real property
as provided in Section Nine of this Act.

The taxes, fees, charges, surcharges and otherlevies aforestated
in this section, including surcharges and penalties, if any, shall he
turned over to the Auth rity to form part of the Fund. For this pur
pose, the agencies charged with the collection thereof shall remit
their monthly collection to the Authority for the account of the
Fund within fifteen (15) days of every succeeding month; provided
however, That said taxes, fees, charges, surcharges and levies as pro
vided for in this section shall take effect upon instruction of the
President to the Council. Failure or refusal by any person to turn
over or remit the collections within the period mentioned in this
section shall be treated as a serious offense punishable under section
twenty-nine of this Act.

In order to enhance the usefulness of the Fund, the Autho
rity is hereby authorized to invest the resources thereof and the
proceeds or increments arising out of such investments shall
form part of the Fund.

The Fund shall be utilized by the Authority for funding
the requirements of the development of the grains industry
starting with the production of grains, development of post
harvest technology and the stabilization of supply and prices, in
cluding the following:

a) Procurement of palay, rice, corn and other grains
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and/or their substitutes in such quantities and places as may be
neceIIUY to stabilize the supply and price thereof;

b) Implementation of price support programs for palay,
com and other grains and/or their substitutes;

The disposition, allocation and utilization of this portion
of the Fund for the pmpose envisioned in this Act shall be the
exclusive prerogative of the Council.

SECTION 8. - Section 14, I18COnd paragraph, is hereby amended
to read as follows:

"Section 14. - Warehouse Receipts - A negotiable ware
house receipt for rice or com or other grains shall be printed,
serially numbered, on security notepaper, in specific quantity
in denominations of 5, 10, 20, 50 or 100 cavans, contain the
name and business address of the warehouseman, the variety,
cla-.i.fi.cation, moisture content and qUality of the grain depo
sited, the warranties of the warehouseman prescribed by exist.
ing laws, and the charges and authorized liens on the stocks in
deposit.

SECTION 9. - Section 20, 1st paragraph is hereby amended
to read as follows:

"Section 20. - CollatemJ. Acceptable for Loans - For
pUIpOBeS of this Act, loans shall be granted with any or a
combination of the followmg collaterals, namely: (1) real estate
property, if available; (2) chattel mortgage on standing crops
and/or existing livestock or poultry; (3) stored crops in bonded
warehouae; (4) the guarantee of two co-maker acceptable to the
bank: Provided, That in case a farmer is a member of a group or
"selda", the cooperative or "selda" may act as co-maker: and
Provided, Further, That in the C88e of multi-purpose coopera
tives no co-maker shall be required: (5) leasehold rights arising
frOm leasehold contracts, subject to the following conditionS:

'~xxxxxxxxxxxxxxxxxxxxxxxx"

SECfION 10. The entire provision of Section 11 is hereby
deleted.

SECTION 11. Section 25 is hereby amended to read as follows:

"Section 25. - Funding of the Authority. There is hereby
appropriated, out of the funds of the National Treasury not
otherwise appropriated, the sum of fifteen million pesos for the
expenditure of the National Grain. Authority: Provided, That
for the succedding five ctJlendar yeB18 following the approval of
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this Act, the Authority shall submit to the President of the Phil
ippines a budget of its expenditures for consideration and inclu
sion in the annual General Appropriation Act. Provided, Fur
ther, That pending the issuance of instructions {rom the Presi
dent to the Council for the implementation of Section 7, 8, 9
and 10 of this Act, the Authority shall continue to submit to
the President of the Philippines a budget of its expenditures for
consideration and inclusion in the annual General Appropria
tion Act. Provided, Finally, That five years after the implemen
tation of such instructions the Authority shall derive its funds
from sources provided by the industry, The proceeds of all
other collections made the Authority from levies, fees, charges
or surcharges authorized in this Act but not specifically men
tioned in Section 7 hereof shall be retained and used by the
Authority as a source of funds to finance its annual budgetary
requirements.

SECTION 12. Section 26-A is hereby inserted as a new
provision between 26 and Section 27 and incorporated to read as
follows:

"Section 26-A,-- The National Grains Authority, succes
sor of the properties, assets, records and unexpended appropria
tions of the Rice and Corn Administration, is hereby authorized
to initiate and/or continue the prosecution of all criminal and
civil cases now pending or to be filed based on past transactions
of the Rice and Corn Administration, notwithstanding the
latter's abolition. Pursuant to the provisions of the next preced
ing paragraph on the settlement by the National Government of
the outstanding obligations of the Rice and Corn Administra
tion, the liabilities of the Rice and Corn Administration are not
transferred to the National Grains Authority and the latter
agency: Provided, however, that where the National Grains
Authority initiates or pursues any cause of action for the reco
very of assets and properties of the Rice and Com Administra
tion the adverse party may offset and assert against the National
Grains Authority any valid claim arising {rom obligations and
liabilities of the Rice and Corn Administration but not exceed
ing the amount recovered by or awarded to the National Grains
Authority from that adverse party. "

SECTION 13. -, Section 29, paragraph (b) and (c) are hereby
amended to read as follows:

"Section 29.'-' Offenses and Penalties.. - Notwithstanding
the provisions of any law or regulations to the contrary, and for
purposes of carrying out the provisions of this Act, the follow
ing acts or omissions are hereby considered as serious, less
serious and light offenses and corresponding penalties therefor
are herein prescribed:
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(b) Less Serious Offenses - Any of the following acts or
omissions shall constitute a lessserious offense;

(1) Connivance in the concealment of a stock shortage in
a grains warehouse;

(2) Knowingly submitting any report containing false in
formation or data;

(3) Misrepresentation in connection with any application
for license to do business as grains warehouseman, miller, ex
porter or importer or trade, manufacture or processor;

(4) Failure or refusal of a warehouseman to allow the
inspection or examination of this grains stocks to conceal short
ages or to misrepresent the quantity or quality of his grains
stocks, including the impending of such inspection and exami
nation by abandonment, absence or otherwise;

(5) Failure or refusal of any government bank or finan
cial institution, without any lawful excuse, to grant a loan
applied for by a qualified fanner who meets the conditions for
the loan;

(6) Engaging in the business of grains threshing, shelling,
warehousing, milling, exporting, importing, trading, growing
and selling of certified seed, manufacturing or processing with
out valid license.

The offender shall, upon conviction, be punished by impri
sonment of not less than six (6) months and one day nor more than
four (4) years, or by fine of not less than four thousand pesos
R,OOO.OO), nor more than eight thousand pesos (1'8,000.00), or
both such fine and imprisonment, at the discretion of the court.

(c) Light Offenses ..- Any of the following acts or omissions
shall constitute a light offense:

(1) Issuance by a warehouseman of warehouse receipts show
ing an aggregate quantity of grains stock in excess of the quantity
permissible in his bond coverage:

(2) Issuance by a warehouseman of warehouse Receipts show
ing an aggregate quantity of grain stocks not covered by fire insurance
at full value as required by this Act;

(3) Failure or refusal to give information required by the
Authority, provided such failure or refusal does not constitute a
higher offense as hereinabove provided;
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(4) Non-compliance with the rules, regulations, decisions,
orders, circulars or directives lawfully issued by the Authority, pro
vided non-compliance does not constitute a higher offense as herein
above provided;

(5) Fraudulent misrepresentation by the applicant in, or by
any other person in connection with, an application for a production
loan;

(6) Selling or offering to sell to the Authority by any person
of palay or com or other grains other than that directly produced by
him as farmer or shared by him as tenant or landlord, knowingly
buying such grains by any Authority personnel for the Authority:
connivance by any person in the selling or buying of such grains;

(7) Any other violation of the provision of this Act for which
no specific penalty is prescribed and which is not punished under any
other existing law.

The offender shall, upon conviction, be punished by imprison
ment of not less than one month nor more than six (6) months, or
by a fine of not less than one thousand pesos nor more than four
thousand pesos, or both such fine and imprisonment at the dis
cretion of the court.

SECTION 14. --- Section 30·A is hereby inserted as a new pro
vision between Section 30 and 31 and incorporated to read as
follows:

"Section 30-A Separability Clause. If any part, section,
or provision of this Act be held invalid or unconstitutional, no
other part, section or provision thereof shall be affected thereby.

APPROVED in the City of Manila, this 11th day of June in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JUAN C. TUVERA
Presidential Assistant
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PRESIDENTIAL DECREE NO. 1510

RATIFYING THE TAX CONVENTION BETWEEN THE GOVERN
MENT OF THE REPUBLIC OF THE PHILIPPINES AND THE
GOVERNMENT OF CANADA FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTION OF FISCAL
EVASION WITH RESPECT TO TAXES ON INCOME.

WHEREAS, the tax convention between the Government of the
Republic of the Philippines and the Government of Canada had been
negotiated and concluded on Much 11,1976;

WHEREAS, the convention provides for the means of the
avoidance of double taxation and the prevention of fiscal evasion
with respect to taxes on income;

WHEREAS, the convention encourages the flow of investments,
promotion of trade and commezeial relations and the flow of tech
nology between the two countries;

NOW,THEREFORE, I, FERDINAND E. MARCOS, President
and Prime Minister of the Philippines, by virtue of the power vested
in me by the Constitution, do hereby ratify the convention between
the Government of the Republic of the Philippines and the Govern
ment of Canada for the avoidance of double taxation and the
prevention of fiscal evasion with reepect to taxes on income.

DONE in the City of Manila. this 11th day of June in the Year
of Our Lord Nineteen hundred and seventy eight.

(SGD.) FERDINAND E. MARCOS
Presideot of the Philippines

By the President:

(SGD.) CESAR VIRATA
Minister of Finance

000

PRESIDENTIAL DECREE NO. 1530

INSTITUTING A SYSTEM OF VOLUNTARY CONTRIBUTIONS
FOR HOUSING PURPOSES

WHEREAS, a prime concem of the New Society is the quality
of human life. which cannot be improved without providing the
citizens with sufficient human sheltem and structures;
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WHEREAS, the Constitution of the Philippines, in its Article
II, Section 7, mandates that: "The State shall establish, maintain,
and ensure adequate social services in the field of x x x housing
x x x to guarantee the enjoyment by the people of decent standard
of living;"

WHEREAS, the government has concentrated its efforts in
establishing decent human settlements and in uplifting the conditions
in our communities;

WHEREAS, up to this time there exist an acute housing short
age which has remained a persistent problem due to the burgeoning
population, the absence of adequate house financing, and increasing
construction costs, which place satisfactory housing beyond the
reach of the masses;

WHEREAS, there is an urgent need to provide massive financing
to help solve the housing problem that impedes national develop
ment;and

WHEREAS, the difficulties in house financing may be the
greatly alleviated by establishing a system of voluntary contributions
from government and private employees.

NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Republic of the Philippines, by virtue of the powers
vested in me by the Constitution, do hereby order and decree the
following:

SECTION 1. There are hereby created the Home Development
Mutual Funds, one for the government employees and the other for
private employees.

SEC. 2. The Fund for government employees shall be
established and maintained by the contributions of government
employees and the National Government to be administered by the
Government Service Insurance System (GSIS) separately from all
its other funds.

The Home Development Mutual Fund for private employees
shall be established and maintained by the contributions of private
employees and their respective employers, to be administered by the
Social Security System (SSS). With respect to the government and
private employees, their contributions shall be on a voluntary basis,
based on three per cent (3%) of their basic salaries. The National
Government and the employer concerned shall give a counterpart
contribution equivalent to the amount collected from their
employees.

SEC. 3. An employee who contributes to the Fund ill
accordance with the roles and regulations to be adopted by the
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GSIS or the SSS, shall be considered a member thereof. He shall
be a member of good standing if he is up to date in his monthly
contributions. The employee's contributions shall earn interest
annually at such rate as shall be provided in the implementing rules
and regulations of this Decree. In case the financial condition of
the Fund warrants. as determined by the GSIS or the SSS, dividends
from the surplus profits of the Fund may be distributed annually to
members of good standing.

SEC. 4. An employee who is a member of good standing shall
be eligible to apply with the Fund for a housing loan, SUbject to the
rules and regulations to be adopted by the GSIS or the SSS.

SEC. 5. The loan shall be iecUted bJ ,a.real estate D1ortgage.
The amount of the loan shall be .equivllMt to eighty per oem (sot)
of the appraised value of the collateral, but not to exceed
?SO.OOO.OO, subject to the applicant's paying capacity and such
other requirements which may be imposed by the GSIS or the SSS.

SEC. 6. All moneys of the Fund, as are not needed. to meet
current administrative and operational requirements, shall be
invested. with due and prudent regard for the liquidity need of
the Fund.

SEC. 7. The GSIS or the SSS may contribute to the Fund ita
lands and the housing units thereon. if any at their appraised values
for developmental purposes for resale to qualified employees. AD
contributions of the GSIS or the SSS shall eam interest on a yearly
basis as shall be provided in their respective implementing rules and
regulations of this Decree.

SEC. 8. Notwithstanding any proVISIOn of existing law,
decree. executive or administrative order, rule or regulation to the
contrary, the Fund, as well as the interests and dividends received
by the members thereof. shall be exempt from the payment of any
and all forms of taxes, tariffs and duties. fees. imposts and
assessments, and other charges, and no law hereafter enacted shall
repeal this provision unless it is provided therein that the same is
applicable to the Fund by specifically stating its name.

SEC. 9. The GSlS or the SSS shall advance such amounts
necessary for the initial operation of the Fund it respectively admi
nisters. which shall also eam interest as provided in Section 7 hereof.

SEC. 10. In case a member of the Fund is separated from the
service by reason of retirement. death, disability, resignation or
dismissal, he shall cease to be a member of the Fund, provided.
however. that he may continue at the option of the GSIS or the SSS
to be a member of the Fund, and provided, further. that in any
event. if the separated employee has an existing real estate mortgage
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loan with the Fund at the time of his separation, the real estate
mortgage shall continue to be valid and subsisting until fully
liquidated but the member-mortgagor must continue paying monthly
contributions based on his last salary received prior to separation.

SEC. 11. In case an employee ceases to be a member of the
Fund due to retirement, death, disability and separation from the
service, he shall be entitled to a return of his contributions in
accordance with the implementing rules and regulations.

SEC. 12. The GSIS or the SSS shall respectively promulgate
the necessary rules and regulations to implement this Decree.

SEC. 13. The GSIS or the SSS is hereby authorized. to employ
such executives and workers as may be necessary for the administra
tion of the Fund and/or for the implementation of the objectives
of the Decree. Such executives and workers shall not be subject to
the Civil Service Law and the rules and regulations of the Wage and
Position Classification Office and section two hundred fifty-nine of
the Revised Administrative Code.

SEC. 14. Any provision of law, decree, executive order, rule
or regulation in conflict with, or contrary to this Decree or its
purposes, is hereby repealed or modified accordingly.

SEC. 15. This Decree shall take effect upon its approval.

DONE in the City of Manila, this 11th day of June, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:
(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant

000

PRESIDENTIAL DECREE NO. 1539

REPEALING SECTIONS NINE AND SECTION TWELVE (C) OF
REPUBLIC ACT NUMBERED THREE THOUSAND SEVEN
HUNDRED SEVENTY-NINE, AS AMENDED, OTHERWISE
KNOWN AS "THE SAVINGS AND WAN ASSOCIATION
ACT."

WHEREAS, Republic Act No. 3779, as amended., requires that
a public hearing be held by the Central Bank for every application to
establish a proposed savings and loan association or a branch thereof;
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WHERAS, the rationale behind this requirement was that. at
the time of the passage of said Act, savings and loan associations
were not under the supervision of the Central Bank and the aavin.
and Joan system as a whole h~ a poor image as a result of unscru
puloUi operators and ol'ganUen of so-called savings and 10111

lII8Qciations;

WHEREAS, under the aegis of the Central Bank, the unde
sirable associetiona were weeded out and the savings and loan system
has, since then, made tremendoUi progress and has regained the
trust and confidence of the public;

WHEREAS, public hearing is not required of other financing
institutions under the supervision of the Central Bank; and

WHEREAS, the removal of the requirement of public hearing
will be in keeping with the objl3!Ctive of uniformity, simplicity and
equality of treatment of banking institutions of the same category;

NOW, THEREFORE, I, FERDINAND E. MARCOS, Pre
sident of the Philippines, by virtue of the powers vested in me by
the Constitution, do hereby decree and order:

SECTION 1. Section nine and Subsection (c) of Section twelve
of Republic Act No. 3779, as amended, otherwise known as the
Savings and Loan Association Act, are hereby repealed.

SEC. 2. This Decree shall take effect immediately.

DONE in the City of Manila, this 11th day of June, in the
year of Our Lord, nineteen hundxed and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SOD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1540

AMENDING SECTION 24 (b) (1) OF THE NATIONAL IN
TERNAL REVENUE CODE, FOR THE IMPOSITION OF A
SPECIAL RATE OF WITHHOLDING TAX FOR RENTAL,
LEASE OR CHARTER PAYMENTS FOR FOREIGN OWNED
VESSELS UNDER CHARTER OR LEASE TO PHILIPPINE
NATIONALS

WHEREAS, it is a declared national policy to encourage the
acquisition of vessels by Philippine nationals for coastwise and inter
national traffic;

WHEREAS, chartering of foreign owned ships is one of the
means of acquisition with the least impact on foreign exchange and
domestic capital;

WHEREAS, it is necessary to adjust the withholding tax on the
consideration for the lease and charter payable to foreign entities
at a reasonable level from 3.5% to 4.5%;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, by virtue of the powers in me vested by the
Constitution, do hereby order and decree the following as part of
the law of the land.

SECTION 1. Section 24 (b) (1) of the National Internal
Revenue Code is hereby further amended by the insertion of a
subsection which reads as follows:

Subsection (b) (1) (a) - Rentals, lease and charter fees
payable to non-resident owners of vessels chartered by Philip
pine nationals as the tenn is defined under section 3(c) of
Presidential Decree No. 474, and which charter or lease has
been duly approved by the Maritime Industry Authority, shall
be subject to 4.5% final tax, the return and payment of which
shall be in accordance with sections 53 and 54 of the National
Internal Revenue Code.

SECTION 2. This Decree shall take effect immediately.

DONE in the City of Manila, this 11th day of June, in the
year of Our Lord, Nineteen Hundred and seventy-Eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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PRESIDENTIAL DECREE NO. 1584

FURTHER AMENDING THE FISCAL INCENTIVES
ADMINISTERED BY THE BOARD OF INVESTMENTS

WHEREAS, the incentives granted by the Board of Investments
under Republic Act. No. 5186, Republic Act No. 6135 and Presi
dential Decree No. 1159, as amended, are subject to certain
limitations in period of availment as well as rates of tax exemptions
prescribed therein, or imposed by other laws;

WHEREAS, there are meritorious cases of particular firms/
specific industries contributing to the national economy and general
welfare for which continuation of incentives beyond the prescribed
availment period or higher rates of tax exemptions may be necessary;
and

WHEREAS, some incentives may from time to time need to
be altered or modified in order to make them more responsive to
encourage investments in desirable business activities and to the
needs of the economy ;

NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Philippines, by virtue of the powers vested in me by the
Constitution, do hereby order and decree the following:

SECTION 1. Section 15 of Republic Act No. 5186 is hereby
amended by the addition of subsections "q" and "r", which shall
read as follows:

"q, Recommend to the President in meritorious cases,
the liberalization of incentives granted by the Board for parti·
cular firms or specific industries under Republic Act No. 5186,
Republic Act No. 6135, and Presidential Decree No. 1159;
the President may in the interest of national socio-economic
development, general welfare and/or national security liberalize
incentives for such particular firms or specific industries by:
(1) extending the period of availment of incentives which
may be enjoyed only for a limited period; or (2) increasing the
rates of tax exemptions prescribed for enterprises registered
with the Board.

"r. Recommend to the President, who, in the interest
of general welfare and development, may eliminate, reduce
or suspend the enjoyment of any of the tax incentives ad
ministered by the Board of Investments provided that such
reduction shall not affect !inns previously registered or
approved by the Board prior to such reduction."

SEC. 2. Section 3 (c) of Republic Act No. 6135 is hereby
amended to read as follows:
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"Registered Export Trader shall mean any person, corpo
ration or partnership or other entities organized and existing
under Philippine laws (1) registered with the Board in accord
ance with this Act and (2) engaged or proposing to engage in
the sale abroad of export products bought by it from one or
more export producers.

SEC. 3. Export producers and export traders registered with
the Board of Investments shall be automatically registered with the
Philippine Export Council for the sales tax incentives granted to
export transactions of producers and traders registered with that
Council under Presidential Decree No. 1469.

SEC. 4. Any and all laws, decrees, rules and regulations or
parts thereof inconsistent herewith are hereby repealed or modified
accordingly,

SEC. 5. This Decree shall take effect immediately.

DONE in the City of Manila, this 11th day of June, in the
year of Our Lord., nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JACOBO C. CLAVE
Presidential Executive Assistant
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LE'rl~RS OF INSTRUcrIONS

MALACARANG
MANILA

LEITER OF INSTRUCTIONS NO. 677

TO: 'The Secret81'Y of Natural Resources
'The Secretary of Finance
'The Govemor
Central Bank of the Philippines
The Commissioner of Custonu;

IIn connectiqn with the Twelfth Intemational Symposium on
Remote Sensing/of Environmel!!Jwhich will be held in Manila on
20 to 26 April 1978, the following instructions are hereby iasued:

1. Importation of equipment, goods and articles which will
be used exclusively in presentations/exhibits to be shown on
the occasion of, and connected with, the Twelfth Inter
national Symposium on Remote Sensing of Environment
shall, upon certification by the Secretary of Natural Re
8OUICe8 and recommendation of the Executive Director,
National Environmente1 Protection Council, be exempt
from the payment of customs duties, taxes and other U88I8
ments: Provided, That importation of such equipment, goods
and articles is not prohibited UDder aisting laws: Provided,
further, That such equipment, goods and articles are Ie

exported within thirty (30) days after tennination of the
Symposium: Provided, finolly, That the Secretary of Natural
Resources may, in meritorious CMe8, grant an extension of
not exceeding thirty (30) days to effect said re-exportation.

2. In the event that any lUrCh iDIforted equipment, goods aDd
articlea is sold or otbenrile disposed of to any pelIOn 01'

entity other than a tax-exempt individual or enti'ty, all
customs duties, taxes and other ua_menta due thereon
shall be levied, collected and paid. Dkposition, by Ale or
otherwise, of IIlch equipment, goods and artic1eB lIhell be
made through the Deputment of Natural Resources.

3. FoJeign exhibitors who sell or otherwise dispose 01 8IlJ
equipment, goods and article imported pursuant to tbi8
Letter 01 Instructions shaD be entitled to repatriate the
pmceed. of the sale or other dilposition, minus customs
dutiel, tues and other _eBDent due thereon, at the pm
vailing mte of udumIJB: Provided, That the amount to be
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repatriated, shall not at any time, exceed the ceiling pres
cribed by the Central Bank.

4. Any person or entity who desires to participate in and/or
put up exhibit on the occasion of, and connected with, the
Symposium shall register with, and pay the fee to, the
Department of Natural Resources. Said fee shall be payable
in US dollars which shall, upon termination of the Sympo
sium, be remitted to the Environmental Research Institute
of Michigan (ERIM).

Done in the City of Manila, this 6th day of March, in the
year of Our Lord, nineteen hundred and seventy-eight,

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 678

TO: The Secretary
Dep~entofTrade

The Chairman
Board of Investments

The Governor
Central Bank of the Philippines

The Director-General
National Economic and Development Authority

The Executive Director
Technology Resource Center

WHEREAS;-IPresidential Decree No. 1~63 amending portions
of R.A. 165, otherwise known as the Patent Law,/which was pro
mulgated and became effective January 14, 1978 vested upon the
Technology Resource Center the power to approve and register
voluntary license contracts; .

WHEREAS, P;D. No. 1263 is meant to amend the Patent
Law and understandably refers to matters involving patents;

WHEREAS, there are at present studios currently being under
taken for a more wholistic approach in the field of transfer of
technology ;

WHEREAS, pending such overall approach, it seems essential
to delineate the proper scope in the implementation of P.o.
No. 1263;
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NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Philippines, by \'irtue of the powers vested in me by the
Constitution, do hereby older and direct the following measures
for the implementation of Presidentail Decree No. 1263:

1. The Technology Resource Center shall limit its evaluation
of voluntary licensing agreements to those license contracts, agree
ments, letters of understanding, renewals thereof or any side letters,
pertaining to the remittance of royalty for the use of patents
registered with the Philippine Patent Office, including secret for
mulae, proCP.SSeS, technical knowhow and the like pertaining to such
patents, which are entered into between residents and non-residents;

2. For purposes of P.D. No. 1263, the following definitions
shall be adopted:

a. "Transfer of Technologyto shall refer to the actual inflow
from foreign sources of technical know-how, in the form of
designs, formulae, blueprints, etc., which are patented in the
Philippine Patent Office, including secret formulae, processes
and the like pertaining to such patents.

b. "Services respecting patents" shall refer to technical, mar
keting, engineering and such other forms of assistance
rendered by a foreign :finn in connection with the Philippine
patented technology it has licensed a resident firm to utilize.

c. "Royalty" shall refer to payments in the form of a foreign
currency which are remitted ablOad as compensation for the
use of patents or related technical know-how and/or services
made available by a non-resident, computation of which is
based on the net wholesale price of the articles manufactured
or value of services rendered,

d. "Licensor" shall refer to the foreign firm who is supplying
the technology and/or serrices which are covered. by Philip
pine patents.

e. "Licensee" shall refer to the resident firm who will avail of
the patented technology md/or services related to such
patented technology.

f. "Residents" shall refer to:

(i) Citizens of the Philippines, who are not permanent re
sidents of other countries.

[ii) Associations, partnemhips or corporations including
subsidiaries of foreign firms organized under Philippine
law.
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(iii) Aliens and branches duly licensed to engage in trade or
business in the Philippines.

g. "Non-residents" shall refer to all persons, whether natural
or juridical, who do not fall under definition of "residents."

3. Within sixty (60) days from the date of signing, a contract
shall be filed with the Technology Resource Center (TRC) for
approval and registration. The efficacy of a contract filed, approved
and registered shall retroact to the date of its execution. A contract
filed with the TRC after sixty (60) days from its execution may still
be approved and registered, but its efficacy shall take effect with
respect to third parties only on the date of its registration.

4. Any person, whether natural or juridical, resident or non
resident, who is a party to a contract or the assignee thereof may
file an application with the TRC for the approval and registration
of such contract.

5. All existing voluntary licensing agreements involving patents,
know-how and services relating to patents registered with the Central
Bank of the Philippines and/or the Board of Investments shall
remain valid and subsisting. Any renewals thereof which would
relate to registered Philippine patent shall however be registered
with the TRC.

6. TRC in the processing, evaluation and registration of
contracts shall not divulge any technological information concerning
the process or products covered by the contracts. This prohibition
shall not include information which is in the public domain pursuant
to other laws or regulations.

7. Provisions of Central Bank Circular No. 393 pertaining to
remittances of royalties on voluntary transfer of technology arrange
ments shall remain valid and subsisting. However, with reference to
new voluntary licensing agreements involving patents and know-how
and services related to patents, said contracts shall previously be
registered with TRC.

DONE in the City of Manila, this 8th day of March, in the year
of our Lord, nineteen hundred and seventy eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines
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LEITER OF INSTRUCTIONS NO. 681

TO: ALL CONCERNED

SUBJECT: 5 - YEAR INDICATIVE NATIONAL EXPORT
STRATEGY FROM 1978 TO 1982

WHEREAS, under Section 3 of Presidential Decree No. 941,
the Philippine Export Council is required to formulate national
export strategy, designed to broaden and enhance the export trade of
country;

WHEREAS, in fonnulating the national export strategy the
private business sector, through the Philippine Export Council
Permanent Committees, has actively participated by drawing up the
indicative export strategies for selected priority product groups for
a period of five (5) years from 1978 to 1982;

WHEREAS, an Inter-Agency Committee composed of technical,
representatives of the various government agencies involved in export
development and promotion was created to integrate the individual
product strategies, into a national export strategy, as well as to align
the national export strategy with the five-year Development Plan of
the Philippines for 1978 to 1982;

NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Republic of the Philippines, by virtue of the powers
vested in me by the Constitution, do hereby direct the following:

SECTION 1. The Five (5) Year Indicative National Export,
strategy for 1978 to 1982 is hereby approved. and adopted.

SECTION 2. All government agencies involved. in export
development and promotion are instructed to implement the
programs and projects identified in the Indicative National Export
Strategy in so far as are applicable to them and shall submit periodic
reports as may be required by the Philippine Export Council.

SECI'ION 3. The Philippine Export Council is hereby
authorized. to promulgate such lUles and regulations, circulars and
orders necessary to effectively implement the Indicative National
Export strategy.

SECTION 4. The Implementation of the Indicative National
Export Strategy shall be monitored and coordinated by the
Philippine Export Council, which shall review periodically
its effectiveness and make such recommendations and reports to the
President of the Philippines as may be necessary.
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SECTION 5, Businesses, industries and all concerned in the
export sector are hereby enjoined to take cognizance of the strategy
herein approved, adopted and promulgated and to align and to
coordinate their activities therewith.

Done in the City of Manila, this 29th day of March, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 682

To. The Secretary
Department of Finance

\
\VHEREAS, the records show that the grant of tax discounts

during the calendar years 1974, 1975, 1976 and 1977 resulted in a
bigger percentage of tax collections which redounded to the benefit
of the local governments;

WHEREAS, in order to provide due incentives to owners of
taxable real property who pay their tax obligations regularly and
promptly, it is deemed just and fitting to authorize anew the grant
of said lax discounts;

WHEREAS, pursuant to the provisions of Section 41, Presi
dential Decree No. 464, as amended, the President of the Philip
pines is authorized to grant such tax discounts if he deems that the
public interest so requires;

NOW, THEREFORE, I, FERDINAND E. MARCOS, Presi
dent of the Philippines do hereby order that:

1. If the basic and additional real property tax, or any quarterly
installment thereof, is paid in full within the prescribed
period of payment, the taxpayer shall be granted a discount
often (10%) per cent on tax due;

2. The tax discount herein authorized shall take effect
beginning April 1, 1978 for the real property taxes due for
the second quarter of Calendar Year 1978, and thereafter
up to but not beyond December 31,1979;

3. The tax discount herein authorized shall apply to all kinds
of real property without any tax deliquency;
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4. Tax credits shall be given to all property owners who are
entitled to the tax discounts herein authorized and have paid
the real property taxes due on their properties including the
installment for the second quarter for Calendar Year 1978,
Provided that the payment for the first quarter for Calendar
Year 1978 shall not be discounted.

The Secretary of Finance shall formulate the guidelines, rules
and regulations necessary for the proper and effective implement
ation of this Letter of Instructions.

Done in the City of Manila, this 20th day of March, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 684

To: The Secretary, Department of Finance
The Governor, Central Bankof the Philippines
The Commissioner, Bureau of Customs

In line with the policy of tl)e Govemment to support Philippine
Airlines, as our national flag cUrier, the ownership and control of
which have been reacquired by the Government; to enhance the
effectiveness of Philippine Airlin. in playing its proper role in
tourism, commercial aviation, and national security; to expand
and improve the scheduled domestic services of Philippine Airlines;
to 8ll8Ule our national flag carrier. of a favorable competitive position
in the international field; and considering that the achievement of
said objectives requires the prompt release from customs custody
of aircraft, engines, equipment, spare parts, materials, machinery,
and supplies, it is hereby ordered that:

1. The importation of aircraft, engines, equipment,
machinery, spare parts. commissary and catering supplies, aviation
gas, fuel an~ oil. whether crude or refined. and such other articles
or supplies by and for the use of Philippine Airlines as prescribed
under its franchise, as amended, shall be allowed informal entry free
of duty and released immediately subject to the presentation, within
fifteen (15) days from date of release. of a statement under oath
stating:

(a) That such articles or supplies are not locally available
in reasonable quantity, quality. and price; and
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(b) That they are necessary for or incidental to the operation
of Philippine Airlines and its other business activities.

2. With respect to the importation by Philippine Airlines of
consumable items for its catering and food services, the same shall be
transferred directly and immediately to the Customs' bonded ware
house. Philippine Airlines shall be allowed to withdraw the same
from the bonded warehouse by requisition slip and such consumable
items so withdrawn shall be properly accounted for by presentation
of proof of actual use in the airline's operations. All such
withdrawals shall be subject to the approval of the Collector of Cus
toms or his duly authorized representative.

3. The following requirements are hereby dispensed with:

(a) Prior authority and/or indorsement of qualification for
tax exemption from the Department of Finance;

(b) Certification from the Civil Aeronautics Administration
that such articles or supplies are not locally available
in reasonable quantity, quality, and price, and that they
are necessary for or incidental to the proper operation
of the scheduled airlines importing the same; and

(c) Central Bank release certificate.

Done in the City of Manila this 4th day of April, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 692

Amending Letter of Instruction No. 651 Authorizing the Conduct
of a National Conference on Countryside Development

To: The Secretary of Agriculture, concurrently Chairman of the
Cabinet Coordinating Committee on Integrated Rural Develop
ment Projects, and the following member agencies of the
CCC-IRDP: Office of the President, Department of Public
Works, Department of Agrarian Reform, Department of Local
Government and Community Development, Department
of Natural Resources, Department of Finance, Department
of Public Highways, National Economic and Development
Authority.
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The Governor of the Central Bank of the Philippines, and
the following supporting institutions of the Development
Academy of the Philippines, including the President of the
DAP: Department of National Defense, Development Bank of
the Philippines, Land Bank of the Philippines, Civil Service
Commission, Government Service Insurance System, Socill1
Security System.

The Budget Commissioner.

In older to give more time for the ol'ganizers and Secretariat
to prepare the necessary Program of Activities and to provide it a
much wider coverage and national participation, the National Con
ference on Countryside Development, originally set to convene
during the first week of February (06-12 February 1978) is hereby
postponed.

The Secretary of Agricultule, who shall be the conference
Chairman, is hereby authorized to set the specific date of the
conference; Provided however, that an participants to the said
conference shall be duly infonned by the Chaimlan.

Done in the City of Manila. this 24th day of May, in the year
of Our Lord, nineteen hundred and seventy eight.

(800.) FERDINAND E. MARCOS
President of the Philippines

By the President:

(SGD.) JUAN C. TUVERA
Presidential Assistant

000

LETTER OF INSTRUCTIONS NO. 693

To: Department of Agriculture
Central Bank of the Philippines
Philippine Sugar Commission
National Grains Authority

WHEREAS, it has been the declared policy of the state to
provide the integrated growth and development of food crops to
achieve food self-sufficiency;

WHEREAS, in the pu.nuit of this objective it becomes im
perative that all lands destined for apiculture be maximized in its
uses;
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WHEREAS, to initiate this program agricultural land presently
devoted for sugar provides good basis and opportunity for multiple
cropping of peanuts and mongo with sugarcane;

WHEREAS, the program is envisioned to generate not only
greater food production but also better employment opportunities
and additional sources of income.

NOW, THEREFORE, in order to implement this declared
policy, I hereby direct and order the following government agencies:

1. The Department of Agriculture shall see to it that technical
assistance, continuous and immediate supply and availability
of seeds be provided;

2. The Central Bank of the Philippines shall plan, formulate,
adopt and implement financing program tapping fully the
entire banking system;

3. The Philippine Sugar Commission shall identify and
recommend sugar areas that can participate in this program
with the concurrence of the Department of Agriculture and
its duly authorized representative or agency;

4. The National Grains Authority shall provide the support
price and assistance in the marketing phases;

5. The inter-government agencies of the Department of Agri
culture and the National Grains Authority, shall undertake
studies to determine the support price of peanuts;

6. To ensure the success of this program all national, provincial
and municipal agencies of the govemment are hereby
directed to extend their facilities and assistance in its im
plementation.

Done in the City of Manila, this 24th day of May, in the year
of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 694

To: The Governor, Central Bank of the Philippines
The President, Land Bank of the Philippines
The Administrator, National Grains Authority
All Concerned
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WHEREAS, it is the Policy of the State to Promote the In
tegrated Growth and Development of the Grains Industry to in
sure adequate and continuous Food Supply to the Nation;

WHEREAS, consonant to the foregoing Policy, and as a result
of the sustained efforts of the government in infrastructure, irriga
tion, advances in Grains Technology, including financing all geared
towards increased production in palay and com, and other feed
'rrains as envisioned under Presidential Decree No. 1212 dated
Jctober 12, 1977, all of which resulted in the continued abundance

of these staple commodities;

WHEREAS, in order to maintain support prices of these com
modities and to enable the government to procure and control
stocks of grains in such quantities and in location as may be needed
to maintain the floor prices or manage a buffer stock to stabilize
the consumers' price, it has become imperative that additional
financing be extended to the National Grains Authority; and

WHEREAS, there is likewise an urgent need to facilitate
Government efforts in the procurement and distribution of cereals
in some far flung areas of the country, but these efforts are some
times hampered by the inadequacy of government banking facilities
to act as depository/disbursing arm of Government Funds in these
areas.

NOW, THEREFORE, I, FERDINAND E. MARCOS, Pre
sident of the Philippines, by virtue of the powers vested in me by
the Constitution, do hereby order and decree that:

1. The Land Bank of the Philippines shall extend in favor of the
National Grains Authority a credit line in the amount of
1'200 M to serve as a standby credit line to be utilized when
and as the need therefor arises.

2. The Central Bank of the Philippines shall support the Land
Bank of the Philippines in this credit line within existing
ceiling;

3. That, likewise, as an exception to Central Bank Circular No.
481 dated September 24, 1975, The National Grains Autho
rity may, at its option, utilize private commercial banks
and/or Rural Banks as depository/disbursing ann for ita
cereal collections and procurement funds, subject to the
approval of the Central Bank.

4. The Institutions concerned shall adopt such measures as may
be necessary and appropriate to implement and achieve the
objectives of these instructions.

All Provisions of other Lettem of Instmctions inconsistent with
this order are hereby repealed or modified accordingly.
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This Letter of Instructions shall take effect immediately.

Done in the City of Manila, this 24th day of May, in the year
of Our Lord nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 731

To: All Regional Development Councils
The Director-General

National Economic & Development Authority

In the Planning of development programs for the various
regions, it is desirable that the views of the political leaders within
each region be heard and taken into consideration by the Regional
Development Councils and the National Economic and Development
Authority.

The Interim Batasang Pambansa is scheduled to go on a
twenty-day recess beginning August 19, 1978. This break in the
legislative session will provide the members of the Interim Batasang
Pambansa an opportunity to spend time with their constituents and
consult with them on possible developmental programs that will
benefit their respective regions, particularly in connection with the
Infrastructure Program for 1979.

The Regional Development Councils are hereby directed to
meet during this recess of the Batasang Pambansa and invite
members of the interim legislative body within the region to propose
such projects and programs as they may consider beneficial to the
region. The Batasang Pambansa members so invited are entitled to
participate in the deliberations of the Regional Development
Councils but may not vote on matters raised for decision.

The Director-General of the National Economic and Develop
ment Authority shall consider programs proposed by Batasang
Pambansa members as endorsed by the Regional Development
Councils subject to the approval of the President and Prime Minister.

Done in the City of Manila, this 14th day of August, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

[214]



LETTER OF INSTR.UCTIONS NO. 767

DIRECTING THE IMPROVEMENT OF BUDGET EXECUTION
AND CASH OPERATIONS IN THE NATIONAL GOVERN
MENT

TO: The Minister of the Budget
The Minister of Finance
The Acting Chairman, Commission on Audit
The National Treasurer

WHEREAS, the regionalization of National Government Offices
is a basic principle of the New Society;

WHEREAS, experience has indicated the need for rationalizing
fiscal procedure pertaining to budget and cash management in reg
ional units of government agencies;

NOW, THEREFORE, I , FERDINAND E. MARCOS, President
of the Philippines, do hereby Order and Instruct:

1. The Minister of the Budget shall evaluate the fiscal pro
cedure individually adopted by the various Ministries/bureaus /Of
fices/Agencies of the national government, particularly those con
cerning the sub-allotment to Regional Offices of obligational authori
ty and cash. disbursement ceilinp, and the monitoring procedure
covering the utilization of funds at regional levels. On the basis of
his findings, the Minister of the Budget shall design a uniform system,
including guidelines, procedures and fonna, which will be adopted
by all agencies and their regional offices as part of the execution
and accountability phases of regional budgeting.

2. The Minister of the Budget shall review the organization
and staffing of agency budget and accounting offices, with the fol
lowing aims :

a. To assess their adequacy at regional levels;

b. to establish the optimal degree of authority delegation of
budget and accounting functions from Central to Regional Offices.

As part of this work, the Minister of the Budget shall conduct
a systems study and submit recommendations for organizational/
staffing/systems improvements in the budgeting and accounting
functions, focusing on the relationship between the Central and
Regional Offices of Ministries/ Agencies.

3. The Minister of Finance and the National Treasurer shaH
reassess the existing system of preparing and controlling the issuance
of Treasury Warrants, including the Treasury Current Account tor
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Agencies (TCAA). Improvements shall be instituted so as to achieve
the following objectives:

a. Prompt reconciliation of the cash records of Agency
Central/Regional Offices and the Treasury;

b. Control over Treasury Warrants issued in order that these
are kept within approved cash disbursement ceilings;

4. The Acting Chairman, Commission on Audit, shall in
stitute such measures as may be necessary:

a. To ensure that funds are being utilized by Central/Regional
Offices of agencies in accordance with the purposes for which they
are released, without diversion to budgetary Programs/Projects/
Activities and to objects of expenditure other than those for which
the Advice of Allotment or Cash Disbusement Ceiling was issued.

b. To see to it that no unauthorized reserves are being im
posed on funds releases, by the Central, Regional or District Offices
of agencies, in order that the implementing units obtain the full
amount of released funds;

c. To ensure that no Contracts are entered into unless funds
are available in the form of obligational authority actually released
to the agency by the Ministry of the Budget pursuant to P.D. No.
1177 and that no Treasury Warrants are issued unless authorized
by a duly approved Cash Disbursement Ceiling.

5. The Minister of the Budget shall study and recommend
on a system of direct releases of funds, both obligational authority
and cash disbursements ceilings, to Regional Offices of national
government agencies, including schools and hospitals.

6. No Head of Ministry/Bureau/Office/Agency or other of
ficial shall enter into a Contract unless funds are available for the
purpose, duly certified to by the Chief Accountant as being avail
able from allotments actually released by the Ministry of the Budget.
Neither shall private contractors be allowed by any government
agency to undertake work "at their own risk." Contracts shall not
be considered as final or binding unless a certification of funds
availability is issued.

7 . The studies and work hereby assigned shall be coordinated
by the Advisory Board of the Budget Improvement Project (BIP)
and shall, in coordination with each other, be supported by the
project in the form of necessary technical and funding support.
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DONE this 16th day of November, in the year of Our Laid,
nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 769

TO: Laguna Lake Development Authority
Bureau of Fisheries & Aquatic ReIouroes
Ministry of Natural Resomces
National Water Resources Council
Office of the Governor, Rizal Province
Office of the Governor, Laguna Province
PC-INP Regional Command 4A

WHEREAS, on October 9, 1978, a Presidential Directive w..
issued to destroy and remove all filhpens in Laguna de Bay without
permit or license and to suspend ilSuance of filhpen permit or licente
pending clarification of the confuled situation cunently prevailing;

WHEREAS, in the execution of the older, problem are. wele
identified that must be clarified;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President
of the Philippines, do hereby promulgate the following guidelines to
be observed in removal and/or restructuring of fishpens in Laguna
de Bay:

1. All fishpens without permit, outside of the fishpen belt
and lor obstructing navigation shall be removed and destroyed im
mediately.

2. Oversized fishpens with pennit shall be restructured and
the excess removed.

3. Permits of fishpens occupying areas outside the fishpens
belt or obstructing navigational lane shall be cancelled and the same
removed.

4. Owners of fishpens for demolition/restructuring but pre
sently stocked shall be allowed to harvest the stock within ten (10)
days upon receipts of notice for demolition/restructuring.

5. Fishpen without pennit but registered with LLDA prior
to October 12, 1978, (date of receipt of the Presidential Order by
LLDA) within the fishpen belt, and with the prescribed size shall be
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allowed to legitimate their operations by obtaining the necessary
permit.

6. Owners of fishpens identified for demolition/restructuring
shall be notified in writing giving the owners ten (10) days from
receipt of notice within which to remove the same at his own ex
pense and upon failure to do so the inter-agency task force headed
by LLDA mentioned below shall remove the fishpen and the salvaged
materials shall be appropriated as compensation for such removal.

7. In all cases, the fishpen owners shall pay the correspon
ding pennit fee to Laguna Lake Development Authority if they have
paid the same from 1977 up to the present. Bureau of Fisheries
& Aquatic Resources is hereby authorized to collect fishpen fee for
1976 and prior years.

An Inter-Agency Task Force chaired by the Laguna Lake
Development Authority with the following as members: Ministry
of Natural Resources, National Water Resources Council, Bureau
of Fisheries & Aquatic Resources, Rizal Province, Laguna Province
and PC-INP Regional Command 4A, is hereby constituted to execute
the presidential directive, subject to the guidelines herein set forth.
For this purpose, an action plan shall be prepared by the Task Force.
Services of the personnel of the agencies involved shall be made avail
able.

Funds for the implementation of the approved Action Plan
shall be drawn from the budget of the respective agencies concerned.
Periodic reports shall be submitted to the Office of the President
until the order is fully carried out.

All heads of Ministries, Bureaus and Offices and Instrumenta
lities of the govemment including govemment owned and/or control
led corporations are hereby enjoined to extend full support and as
sistance to the Task Force.

This instruction shall take effect immediately.

DONE in the City of Manila, on this 16th day of November,
in the year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines
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LEITER OF INSTRUCTIONS NO. 781

TO: The Budget Ministry
The National Treasury
The Philippine National Oil Co.

SUBJEcr: Fund Requirements for the Newly-Created Energy
Supply Base to Service Petroleum and Other Energy
Related Operations in the Philippines

1. Further to LOI No. 563 directing the Philippine National
Oil Company to establish and operate an internationally ac
ceptable Energy Supply Base to selVice the petroleum and other
energy-related operations in the Philippines, the Philippine
National Oil Company is likewise directed to expand and up
grade facilities at the present supply base in Mabini, Batanps.
To provide adequate logistical support for ongoing and future
exploration projects.

2. Accordingly, the Budget Ministry and the National Treasury
are hereby directed to provide and release funds to the Philip
pine National Oil Company amounting to Twenty Million
Pesos (P20,OOO,OOO.OO) immediately on the date hereof, for said
purpose to be disbursed out of the Special Fund created under
Section 8 (j) of R. A. 6173 as amended.

3. This letter of Instruction shall take effect immediately.

DONE in the City of Manila, this 7th day of December, in the
Year of Our Lord Nineteen Hundred and Seventy-Eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines
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LETTER OF INSTRUCTIONS NO. 787

TO: The Minister of the Budget
The Chairman, Iron and Steel Authority
The Commissioner, Bureau of Customs

1. The Minister of the Budget is hereby directed to set aside
from the current budget, a government subsidy equivalent to the
taxes, duties and fees which will have been collected from the
importation by the National Steel Corporation of up to 16,935
MT of tinplates required by the domestic milk industry to process
milk (15,000 MT) and by the infant dietetics manufacturers to pro
cess dietetic products (1,935 MT) and sell the same in accordance
with the socialized pricing scheme of the government for basic
commodities as recommended by the NEDA and the Iron and
Steel Authority.

2. The above-mentioned subsidies shall be granted to the
National Steel Corporation through the Iron and Steel Authority.

3. The importation of the above-mentioned tinplates by
the National Steel Corporation shall be under the supervision of the
Iron and Steel Authority.

4. The National Steel Corporation may be allowed to distri
bute the imported tinplates to local milk processors and infant
dietetics manufacturers under the supervision of the Iron and Steel
Authority.

5. The Chairman of the Iron and Steel Authority shall see
to it that the above importations of tinplates shall not be used by
local milk processors and infant dietetics manufacturers as a basis
for increasing the price of their products considering the cost dif
ference between imported and locally manufactured tinplates.

DONE in the City of Manila, this 22nd day of December, in the
year of Our Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines
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LETI'ER OF INSTRUCTIONS NO. 788

TO : All Govemment Offices Concerned

SUBJECT: OVERSEAS ECONOMIC COOPERATION FUND
OF JAPAN; EXCEPTIONS

In the implementation of the project for the procurement of
two to three power barges, each barge with a capacity of 32 mega
watts, and the inter-island traJlmlission lines, connecting Cebu,
Negros and Panay to be funded by Yen loan from the Overseas
Economic Cooperation Fund of Japan, Gabriel Y. Itchon, Deputy
Minister of Energy and Prelident, National Power Corporation,
and Jose U. Jovellanos, Senior Vice President-Engineering, National
Power Corporation, are hereby designated as the Implementing
Officer and Deputy Implementing Officer, respectively, for this spe
cific project.

This instruction is an exception to Letter of Instructions No.
398.

Done in the City of Manila, this 26th day of December, in the
year OfOUl Lord, nineteen hundred and seventy-eight.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 793

To: The Ministry of Energy
The Commissioner of the Budcet
The Trusurer of the Philippines
The Chairman, Philippine National Oil Company

(RELEASE OF 1"20 MILLION TO THE PHILIPPINE NA
TIONAL OIL COMPANY FOR THE ACQUISITION OF
LIQUEFIED PETROLEUM GAS (LPG) TANKER)

For the purpose of financing the acquisition of an LPG tanker
with appropriate spare parts and accesaories to serve both as a float-
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ing storage vehicle and as a carrier of LPG importation in order to
assure the continuous supply of this type of fuel, it is hereby direc
ted that no Million be released to the Philippine National Oil
Company out of the Special Fund created pursuant to Section 8
(j) of Republic Act No. 6173, as amended.

The Philippine National Oil Company is further directed to
submit to me a report accounting for the disbursement and use of
the amount released to it.

This Letter of Instruction shall take effect immediately.

Done in the City of Manila, this 11th day of January, in the
year of OUT Lord, nineteen hundred and seventy-nine.

(SGD.) FERDINAND E. MARCOS
President of the Philippines

000

LETTER OF INSTRUCTIONS NO. 794

TO: All Heads of Ministries, Bureaus, Offices
Agencies and Instrumentalities of the
National Government, including Government
Owned or Controlled Corporations

All Concerned

Effective immediately, all public works projects and other
projects involving civil works of national offices, agencies, and instru
mentalities, including government-owned or controlled corporations,
costing more than YJOO,OOO each, shall be advertised for public
bidding and the contract therefor awarded to the bidder submitting
the lowest complying bid.

Projects costing more than 'P300,OOO shall be undertaken by
administration of the agency concerned or through negotiated con
tract only in cases of urgent necessity and in times of emergency
arising from natural calamities where immediate action is necessary
to prevent imminent loss of life or property, subject to the approval
of the Head of the Ministry concerned if the project cost is less than
Pl,OOO,OOO and of the President of the Philippines, upon recom-
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mendation of the Ministry Head concerned if the project cost is
f'l,OOO,OOO or more. Expenditure on projects undertaken by admi
nistration shall not exceed the amount covered by the approved
Program of Work in accordance with Section 3 of Presidential Dec
ree No. 1342 and the amount of the negotiated contract shall not
exceed the approved government estimate.

In no case shall a contract be awarded nor works started with
out the necessary funds released for the purpose.

The agencies concerned shall continue to undertake by ad
ministration projects costing flSOO,OOO or less each in accordance
with Section 10 of Presidential Decree No. 1342.

All concerned are directed to desist from splitting projects
into smaller components in older not to defeat the purpose of this
instruction,

This supersedes all Lettea of Instruction, orders, directives,
circulars and roles and regulations inconsistent herewith.

DONE in the City of Manila, this 19th day of January, in the
year of Our Lord, nineteen hundred and seventy-nine.

(SGD.) FERDINAND E. MARCOS
President of the Philippines
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CENTRAL BANK CIRCULARS AND MEMORANDA

BANGKO SENTRAL NG PILIPINAS
(Central Bank of the Philippines)

Maynila, Pilipinas

CIRCULAR NO. 591
January 18, 1978

REGULATIONS ON INTERLOCKING DIRECTORATES
AND OFFICERSHIPS IN BANKS AND

NON-BANK FINANCIAL INTERMEDIARIES

The Monetary Board, in its Resolution No. 23 dated January
6, 1978, approved the following regulations governing interlocking
directorates and officerships between hanks and non-bank financial
inter-mediaries (other than bank-to-bank relationships):

1. Except as may be authorized by the Monetary Board, no
person shan concurrently be a director and/or officer of two or more
financial intermediaries performing quasi-banking functions, or a
director and/or officer of a bank and an investment house: Prooided,
however, That in no event shall a person be concurrently an officer
of two or more financial intermediaries performing quasi-banking
functions, or an officer of a bank without quasi-banking functions
and a non-bank financial intermediary performing quasi-banking
functions: Provided, further, That the foregoing prohibitions shall
not apply to persons appointed to such positions as representatives
of the Government or government-owned. or controlled entities.

2. Directors or officers for this purpose shall be those as
defined. in Circulars No. 356 and 556: Provided, That members of a
sub-body, group or committee, except those of sub-bodies, groups or
committees, the functions of which are purely recommendatory
or advisory, shall be subject to this Circular as officers: and Provided,
further, That for purposes of the prohibition against interlocks
among directors, a husband and his wife shall be considered as one
person.

3. Incumbent directors and officers as of the date of approval
of this Circular who are disqualified herein shall be allowed to serve
until the end of their term of office or one year, whichever is shorter.

4. Any person or entity violating the provisions of this Cir
cular shall be subject to the penalties provided in Section 34 of
Republic Act No. 265, as amended, and with respect to banking
institutions, also Section 34-A of the same Act, without prejudice
to the suspension or revocation of the entity's authority to engage
in quasi-banking functions.
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6. 1biI Circular supel88des Circular No. 378 and all other
regulations inooIlJistent herewith.

6. 1biI Circular shall take effect immediately.

(SOD.) G.S. IJCAROS
Govemor

000

CIRCULAR NO. 592
January 18, 1978

INTERLOCKING DIRECTORATES AND OFFICERSffiPS
BETWEEN BANKS AND BETWEEN BANKS AND THEIR

ALLIED UNDERTAKINGS

The Monetary Board, in its Reeolution No. 23 dated January 6,
1978, approved the following J:elUlations governing interlocking
directorates and officenhips between banks and between banks and
their allied undertakings;

1. No penon shall concurreotly be a director and/or officer
of two or more banks of the same category; ProVided, howeuer, That
in no event shall a person be concurrently an officer of two or more
banks, whether or not belonging to the same category: Provided,
further, That the foregoing prohibitions shall not apply to penona
appointed to such positions 81 lepreeentatives of the Government
or govemment-owned or controlled entities.

2. Except 18 may be autboDzed by the Monetary Board, no
penon mall concunently be a diJlector and/or officer of a bank. and
an allied undertaking in which the bUlk hu equity.

3. Directo1'S or officers for this purpose, shall be those •
defined in Circular No. 366: Provided. That memben of a sub-body,
group or committee, except thOle of sub-bodies, groups or com
mittees, the functions of which ate purely recommendatory or ad
visory, ahall be subject to this Circular as officen; and Provid4td,
further, That for purposes of the prohibition against interlocks
among directon, a husband and his wife shall be considered 88 one
penon.

4. The category of a bank shall refer to any of the general
categories referred to in Section 6-A of Republic Act No. 337, •
amended: Provided, That for purposes of this Circular, all banks
engaged. in quasi-banking shall be deemed to belong to one category.
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5. Incumbent directors and officers as of the date of approval
of this Circular who are disqualified herein shall be allowed to serve
until the end of their tenn of office or one year, whichever, is
shorter.

6. Any person or entity violating the provisions of this Cir
cular shall be subject to the penalties provided in Sections 34 and
34-A of Republic Act No. 265, as amended, without prejudice to the
suspension or revocation of the entity's authority to engage in
quasi-banking functions.

7. This Circular supersedes Memorandum to All Banks-D8E
dated December 6, 1960, as amended by Memorandum to All Banks
DSE dated July 24, 1962, Memorandum to All Banks-DSE dated
December 17, 1964 and Memorandum to All Banks-DSE dated July
2, 1965, and all other regulations inconsistent herewith.

8. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 593
January 25, 1978

AMENDING CIRCULAR NO. 552 ON RESERVES
AGAINST DEPOSIT AND DEPOSIT SUBSTITUTE

LIABILITIES OF BANKS

Pursuant to Republic Act No. 265, as amended, and Republic
Act No. 337, as amended, the Monetary Board, in its Resolution No.
24 dated January 6, 1978 added the following to the second pa
ragraph of Section 4 of Circular No. 552:

"x x x However, the reserve requirement for borrowings
from banks and non-bank financial intermediaries authorized to
engage in quasi-banking functions shall be five per cent (5%)."

(SGD.) G.8. LICAROS
Governor
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CIRCULAR NO. 694
January 26, 1978

AMENDING CIRCULAR NO. 668 ON RESERVES /'
AGAINST DEPOSIT SUBSTITUTES OF

NON~BANK FINANCIAL INTERMEDIARIES
AUTHORIZED TO ENGAGE IN QUASI~BANKING FUNCTIONS

Pursuant to Republic Act No. 266, as amended, and Republic
Act. No. 337, as amended, the Monetary Beard, in its Resolution
No. 24 dated January 6, 1978 added the following to the first
paragraph of Section 1 of Circular No. 553:

"x x x except bouowings from banks and non-bank
financial intermediaries authorized to engage in quasi~bankinl

functions which shall be subject to a five per cent (5%) reaerve."/

(SOD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 595
February 3, 1978

REVISED POLICY ON INTEREST RATES ON /
FOREIGN BORROWINGS

Pursuant to Monetary Bolll'd Resolution No. 193 dated January
27, 1978 prescJibing guidelines on intenst rates on foreign bor
rowings, Section 2c of Circular No. 569 is hereby amended to read
as follows:

c. Interest

1. For credits guaranteed by domestic financial insti-
tutions, interest spreads shall not exceed 1-1/2 per cent over
interbank best offeled rate or prime rate of the lending country,
and for those guaranteed by govemment financial inatitutions,
interest spreads shall not oceed 1~1/4 per cent.

2. For unguaranteed credits, appropriate interest spreads
shall be considered on the basis of prevailing conditions in the
international capital market.

3. For credits with fixed interest rates, the same shl11
not be more than one per cent over the prevailing lending
rates of the World Bank and/or Asian Development Bank,
or such rates as the Monetary Boud shall determine.
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The foregoing rates shall be the initial rates and shall be revised
from time to time by the Central Bank as circumstances may require.

This circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 596
March 1, 1978

AMENDING FURTHER CIRCULAR NO. 357, AS
AMENDED, ON LOANS/CREDIT ACCOMMODATIONS

TO DIRECTORS, OFFICERS AND STOCKHOLDERS OF
BANKING INSTITUTIONS

The Monetary Board, in its Resolution No. 326 dated Feb
ruary 24,1978, amended further Circular No. 357, as amended, on
loans/credit accommodations to directors, officers and stockholders,
their relatives and their related interests, as follows:

SECTION 1. Item 3, Part I of Circular No. 357, as amended,
is hereby amended to include the following:

"3. Transactions Not Covered - The tenus 'loan,'
'borrow,' 'money borrowed' or 'credit accomodations' shall
not refer to the following transactions:

x x x x.

(d) The discount of bills of exchange drawn in good faith
against actually existing values, and the discount of commercial
or business paper actually owned by the person negotiating the
same, including but not limited to the acquisition by a domestic
bank of export bills from any of its directors, officers, stock
holders (including foreign bank stockholders) and their related
interest which are drawn in accordance with the tenus and
conditions of the covering letters of credit: Provided, That the
transaction shall automatically be subject to the ceilings under
Circular No. 357, as amended, once the director, officer or
stockholder and/or their related interest who is a party to the
transaction becomes directly liable to the bank;
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(e) Transactions with a foreign bank which has stock
holdings in the local bank where the foreign bank acts as gua
rantor through the issuance ofletters of credit or assignment of
a deposit in a currency eligible as part of our international
reserves and held in a bank in the Philippines to secure credit
accommodations granted. to another person or entity: Provided,
That the foreign bank stockholder shall automatically be sub
ject to the ceilings under Circular No. 357, as amended, in the
event that its contingent liability as guarantor becomes a real
liability; and

(f) Deposits of a domestic bank with a foreign bank
has stockholdings in the domestic bank."

SEC. 2. Item 2, Part III of Circular No. 357, as amended, is
hereby further amended to read as follows:

"2. Exclusions from Aggregrate Ceilings -- The following
credit accommodations shall be excluded in determining compliance
with the aggregate ceiling defined in items l(b) and (c) of Part III:

a. Credit accommodations or portions thereof to the
extent covered by a hold-out on deposits or covered by cash
marginal deposits or secured by evidences of indebtedness of
the Republic of the Philippines or of the Central Bank or by
other evidences of indebtedness or obligations the servicing
and repayment of which are fully guaranteed by the Republic
of the Philippines;

b. Credit accommodations to a corporation in whose
board of directors a director or officer or stockholder of the
lending bank sits as a representative of the bank: Provided, That
the bank representative shall not have any equity interest
in the borrower corporation except for the minimum shares
required by law, rules and regulations, or the by-laws of the
corporation, to qualify a person as director of the corporation:
Provided, however, That the borrowing corporation is not
among those mentioned in Items 4(b)5 and 4(b)6 of Part I
of Circular No. 357, as amended."

SEC. 3. This Circular shall take effect immediately.

(SGD.) O.S. LICAROS
Governor
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CIRCULAR NO. 597
March 1, 1978

AMENDING CIRCULAR NO. 356, AS AMENDED

The Monetary Board, in its Resolution No. 324 dated February
24, 1978, approved the following amendments to Circular No.
356, as amended:

SECTION 1. Item 2.4.1. of Circular No. 356 is hereby amend
ed to reoo as follows:

"2.4.1 That a direct or indirect obligation of a person
with a bank or non-bank financial intermediary performing
quasi-banking functions where he is a director or officer, or
where he may be elected or appointed to said position, or
two or more direct or indirect obligations with banks or non
bank financial intermediaries performing quasi-banking func
tions other than where he is, or may he elected or appointed,
director or officer, under different credit lines/loan contracts,
is or are past due for three months or more. Direct or indirect
obligations, as used herein, shall include all credit accommo
dations covered in Circular No. 357, as amended, or Circular
No. 575."

SECTION 2. Item 4.1.5 .is hereby amended to read as follows:

"4.1.5 Those who are delinquent in the payment of their
obligations as defined in Item 2.4.1; and this disqualification
shall operate as long as the delinquency persists;"

SECTION 3. Item 4.1.7 is hereby added to the said Circular
immediately after Item 4.1.6 to read as follows:

"4.1.7 Persons who have been dismissed for cause from any
institution under the regulation or supervision of the Central
Bank."

SECTION 4. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor
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CIRCULAR NO. 598
March 1, 1978

AMENDING CIRCULAR NO. 556

The Monetary Boald, in its Resolution No. 324 dated Feb
Nary 24, 1978, approved the following amendments to Cireular
No. 556:

SECTION 1. Section 4, Item b of Circular No. 556 is hereby
amended to read as follows:

"b. Persons found by the Monetary Board to have wil
fully failed or refused to comply with any law, regulation, order
or instruction of the Monetary Boald or the Govemor; or to
have committed irregularities; or to have conducted bWline81
in an unlawful, unsafe or unsound mamer as determined by
the MQnetary Board in any institution supervised or regulated
by the Central Bank;"

SECTION 2. Section 4, Item e of the same Circular is hereby
deleted. In lieu thereof the following is adopted:

"e. Persons who have been dilmissed for cause from any
institution under the regulation or supervision of the Central
Bank."

SECTION 3. Section 4, Item g of the same Circular is hereby
amended to read as follows:

"g. Persons delinquent in the payment of their obliga
tions: Provided, That such delinquency shall operate as a
disqualification as long as the delinquency penists. De
linquency, for purposes of this subsection, shall mean that a
direct or indirect obligation of a person with a bank or non
bank financial intennediary performing quasi·banking functions
where he is a director or officer, or where he may be elected
or appointed to said position, or two or more direct or in·
direct obligations with other banks or non-bank financial
intennediaries perfonning qUMi·banking functions, under
different credit lines/loan con1acts, is or are past due for
three (3) months or more. Oirect or indirect obligations shall
include all credit accommoclationt covered in Circular No.
357, as amended, or Circular No. 575."

SECTION 4. This CiMular shall take effect immediately.

(SGO.) G.B. LICAROS
Govemor
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CIRCULAR NO. 599
March 27,1978

Pursuant to M.B. Resolution Nos. 1679 and 474 dated October
11, 1966 and March 17, 1978, respectively, Circular No. 28
88 revised and amended, is hereby further amended as follows:

1. Sub-section c of section four of Central Bank Circular
No. 28, 88 revised and amended, is hereby amended and designated
as sub-section d, and a new sub-section is hereby added to said
section four to be designated as sub-section c, both subsection to
read as follows:

c. TreasUry Bills - Transfers of Treasury Bills may be
effected by mere delivery, with or without notice to the Central·
Bank of the Philippines.

d. Transportation Chargesand Risks-

(1) On surrender of securities - If securities are pre
sented for exchange. transfer, or other transactions within the
scope of these regulations, delivery thereof must be made
to the Securities Servicing Department, Central Bank of the
Philippines, at the expense and risk of the owner. In order
that an owner, who could not personally present his securities.
may be protected against loss, bearer securities should be
forwarded by registered mail insured or by express prepaid.
and registered securities should be forwarded by registered
mail, except that registered securities assigned in blank or
bearing assignments for exchange for bearer securities which do
not restrict delivery should be forwarded by registered mail
insured, or by express prepaid.

(2) On original issue ~- Securities originally issued,
whether in registered or bearer form, unless delivered over-the
counter to buyer or his authorized representative, or delivered
under special instructions of the buyer, will be delivered by re
gistered mail or by any other means at the risk and expense of
the Central Bank of the Philippines until received by the buyer
or his authorized representative.

(3) Registered securities after original issue - Regis.
tered securities to be delivered by the Central Bank after ex
change, transfer, or other transactions, unless delivered over
the-eounter to the registered owner or his duly authorized
representative, will be delivered by registered mail without ex
penses to, but at the risk of, the registered owner, except that
delivery will be made by express collect at the risk and expense
of the owner, if written instructions to that effect are given.
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(4) Bearer Becurititl. after original issue - Bearer secu
rities to be delivered by the Central Bank after exchange
or other transactions, unless delivered over-the-counter to the
owner or his duly authorized rep1'8lentative, or delivered under
special instructions of the owner, will be delivered in regular
course by the Securities 8ervicing Department, by registered
mail insured at the risk aDd expense of the owner, except that
delivery will be made by exp1888 collect,likewise at the risk and
expense of the owner, if writt:en instructions to that effect ue
given.

2. The following new sulHection is hereby added after sub
section b of Section 5 of the IaDl8 Circular to read as follows:

c. Treasury Bills - Treasury Bills may be exchanged at the
Central Bank of the Philippines, Manila, at any time before their
maturity for an equal amount of Treasury Bills in any
authorized denominations of the same issue and series. Specific
instructions for the delivery of the new billB issued in exchange
must accompany the bills p~nted for exchange.

3. The following two sub-leCtions are hereby added after
sub-section c of Section 9 of the same Circular to be designated as
sub-sections d and e. to resa as follows:

d. Treasury BUll - TJeIlRUY Bills are payable in the
regular course of business at or after maturity at the Securities
SeIVicing Department, Central Bank of the Philippines, Manila,
or by any of the regional otftces of the Central Bank of the
Philippines, or at any commelCial bank in the Philippines or any
of its branches at face value without interest, unless called for
redemption before maturity in accordance with their terms, in
which case, they will be payable in the regular course of business
on the date of call and at prices fixed by the call.

In the absence of any other instructions, payment will be
made to the person presenting and surrendering the same.

e. "Overdue" Securities - If a bearer security or a re-
gistered security assigned in blank, or to bearer or so assigned
as to become, in effect, payable to bearer, is presented and
surrendered for redemption after it has become overdue, the
Central Bank may require satiafactory proof of ownership. For
this purpose, a security shall be considered to be overdue after
the lapse of the following periods of time from its face
maturity:

(1) Three months for Treasury Bills;

(2) Six months for Treasury Notes and Certificates of
Indebtedness;
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BOnds and other securities:

(i) One year for bonds and other securities
issued for a term of five years or longer.

(ti) Six months for securities issued for a term of
one year or more but less than five years.

(iii) Three months for securities issued for a term
of less than one year.

4. Section 10~·(lHe) of the same Circular is hereby
amended so that the authorized officem of the Central Bank of the
Philippines who may witness assignments should only include the
following:

(aa) Directors, Associate and Assistant Directors, Se
curities Servicing Department;

(bb) Directors, Associate and Assistant Directors of
other Departments:

(cc) Coordinating Assistants, Securities Servicing De
partment; and

(dd) Chiefs and Assistant Chiefs of Divisions, Securities
Servicing Department.

5, A new section to be designated as Section ll-A is hereby
added after Section 11 of the same Circular to read as follows:

Section ll-A. Discount Rates and Price Computations
on Treasury Bills - Computation of discount rates on Treasury
Bills shall be made on a 360-day "true discount basis" in rela
tion to a fractional part of a year representing the exact num
ber of days a bill is to run and the price so tendered. The for
mula to determine the purchase price is as follows:

PP = PAR ..1360)

360-t (r) (t)

Likewise, the discount rate (yield) shall be determined
on the same basis with the purchase price given. The formula
to determine the discount rate is as follows:

r= 360 (PAR - PPL
x

100

PP (t)
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Legend:

PP is the purchase price

PAR - is the par value or face value of the bill

r is the discount rate or yield to maturity expressed
in decimals

t is the number of days to run to maturity

This Circular shall take effect immediately;

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 600
March 27, 1978

AMENDING SECTION 7 OF CIRCULAR NO. 575 ON
CREDIT ACCOMMODATIONS BY NON-BANK

FINANCIAL INTERMEDIARIES PERFORMING QUASI
BANKING FUNCTiONS TO DIRECTORS, OFFICERS,
STOCKHOLDERS, SUBSIDIARIES AND AFFILIATES

The Monetary Board, in its Resolution No. 421 dated March
10, 1978, approved the amendment of Section 7 of Circular No.
575 on credit accommodations to directors, officers, stockholders,
subsidiaries and affiliates, to read as follows:

"Section 7. Aggregate Ceiling for Directors, Stockholders
and their Relatives, RelatiuetI Of Officers, Subsidiaries and
AffUiates; Exclusions. - The outstanding liabilities, real and
contingent, to a non-bank financial intermediary performing
quasi-banking functions of its directors, stockholders shall
not exceed 100% of the combined capital accounts of the
lending entity: Provided, however, That the following shall be
excluded in determining compliance with the aggregate ceiling:

(a) Credit Accommodations to the extent secured by
evidences of indebtedness of the Republic of the Philippines
or of the Central Bank or by other evidences or obligations
the servicing and repayment of which are fully guaranteed by
the Republic 0 f the Philippines;

(b) Credit acconunodations to a corporation in which
only one director or officer of the lender is a director or officer,
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for the sole purpose of protecting the credit exposure of the
non-bank financial intermediary perfonning quasi-banking
functions, or by reason of his expertise and professional manage
ment capabilities in the highly specialized or technical field of
borrower's operations. Provided, That the representative of
such non-bank financial intermediary shall not have any equity
interest in the borrowing entity except the minimum shares re
quired by law, rules and regulations, or the by-laws of the
corporation to qualify a person as director: Provided, further,
That the borrowing entity is not:

(1) A corporation more than 15% of the subscribed capi
tal stock of which is held or owned by any or a group of
directors, officers, stockholders of the lending entity, and/or
their spouses or relatives within the first degree of consan
guinity or affinity, or relatives within the same degree by
legal adoption;

(2) A corporation wholly or majority-owned or
controlled by any or a group of.the following entities:

(i) A corporation mentioned under Item (b) (1) and/or

(ii) A partnership in which a director, officer, or stock
holder of the lending entity (or his spouse or relative within
the first degree of consanguinity or affinity, or relative within
the same degree by legal adoption) is a general.partner;

(3) A subsidiary, or an affiliate of the lender other than
thru director/officer interlock;

(c) Credit accommodations to a corporation in which
a director or officer of the non-bank financial intermediary
performing quasi-banking functions, or his spouse, is also a
director or officer, the securities of which corporation are
listed and traded in the big board of domestic stock exchanges
and not more than 50% of the subscribed capital thereof is
owned by anyone person or by persons related to each other
within the third degree of consanguinity or affinity;

(d) Credit accommodations to a corporation engaged in
a preferred area of investment and registered with the Board
of Investments: Provided, That the exclusion shall be allowed
for a period not exceeding five (5) years from the date of
registration of the borrower;

(e) Credit accommodations to a subsidiary or affiliate
bank or non-bank financial intennediary perfonning quasi
banking functions the proceeds of which are used exclusively
for liquidity or reserve purposes: Provided, That there is
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immediate notification to the appropriate department of the
Central Bank; Provided, further, That the exclusion it sub
sequently confirmed by the Deputy Governor, in-charge of
supervision and examination sector of the Central Bank; and

(f) Savings, time and demand deposits of the non-bank
financial intennediary performing quasi·banking functions with
a subsidiary or affiliate bank."

This Circular shall take effect immediately. I

(SGD.) G.S. LICAROS
Govemor

000

CIRCULAR NO. 601
March 31, 1978

AMENDING FURTHER CIRCULAR NO. 572 AND
THE GUIDELINES ON DOMESTIC BORROWINGS

BY FOREIGN FIRMS

Pursuant to its powers under existing laws, the Monetary
Board, in its Resolution No. 523 dated March 31, 1978, approved
the following amendments to Circular No. 572 and the sccom
panying Guidelines, es amended, on domestic borrowings of foreign
firms:

SECTION 1. Circular No. 572 is hereby amended by adding the
following section after Section 7 thereof:

"SEC. 8. The following sanctions, shall be imposed for
violation of Circular No. 572 and the accompanying Guidelines:

"a. Any wilful violation of the provisions of Circular No.
572 shall subject the pelIOn or penons responsible for such
violation to the penalties provided for by Section 34 of R.A.
265, as amended. If the violation is committed by a bank, the
bank officer or employees responsible therefor shall be subject
further to the administrative sanctions provided for under
Section 34-A of the same Act;

"b. The wilful making of a false statement or any material
misrepresentation in the application for certification or in the
supporting documents shall be sufficient ground for the dis
approval of the application or the revocation of the certification
if the same has been issued, without prejudice to the institution
of criminal action against the person responsible therefor as
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may be warranted under the circumstances Such false
statement or material misrepresentation shall also constitute
as a sufficient ground for the denial of subsequent applications
for certification filed by the foreign firm concerned; and

"c. Any violation of the terms and conditions of the
certification issued by the Inter-Agency Committee shall cons
titute a sufficient ground for the revocation of the certification
and for the denial of subsequent applications for certification
filed by the foreign finn concerned."

SEC. 2. Item 1 of the Guidelines is hereby amended by adding
a paragraph after Item 1.5 thereof which shall read as follows:

"1.6 The members of the Inter-Agency Committee may
designate their respective alternates or representatives whenever
they are unable to attend Committee meetings."

SEC. 3. Item 5 (e) of the Guidelines is hereby amended to
read as follows:

xxx

"e. 'Assigned capital' shall refer to that amount specifi
cally denominated as such, which is known to and duly re
gistered with the Central Bank and/or with the Committee in
accordance with the conditions and procedures which the
Committee may prescribe."

SEC. 4. Item 6.4 of the Guidelines is hereby amended
by adding to the second sentence thereof the following:

"6.4 x x x For this purpose, quarterly financial statements
shall be submitted by the finn to the Committee and such other
documents as the Committee may deem necessary to monitor
the firm's debt-to-equity ratio."

SEC. 5. Item 6.5 (e) of the Guidelines is hereby deleted and
Item 6.5 (f) is hereby renumbered as Item 6.5 (e).

SEC. 6. This Circular shall take effect immediately.

(SGD.) c.s. LICAROS
Governor

[238]



CIRCULAR NO. 602
April 17, 1978

REGULATIONS ON REFINING AND SALE OF
PHILIPPINE-MINED GOLD AND FOR

OTHER PURPOSES

Pursuant to the provisions of Section 72, Article II of the
Central Bank Act, as amended, the Monetary Board in its Resolution
No. 579 dated April 14, 1978 promulgated the following rules and
regulations:

SECTION 1. Effective immediately, all the primary gold pro
duction of Philippine mines shall be delivered by the owner or pro
ducer thereof to the Central Bank of the Philippine for refining and
thereafter sold to the Bank.

SEC. 2. In the case of mineral concentrates, ores, matte,
slime, and precipitates exported abroad for smelting, the gold
content thereof, after smelting and refining abroad, shall be sold
to the Central Bank and delivered to a Central Bank - designated
depository, except as may be otherwise decided by the Central
Bank on a case to case basis.

SEC. 3. The purchase of gold by the Central Bank shall be
made in Philippine currency at the guiding rate of exchange of the
peso the U.S. Dollar based on the price per ounce of gold prevailing
in the intemational market' on the date of delivery to the Central
Bank, or to the Central Bank-de&ignated depository abroad, of gold
in "good delivery bars" of intemational standard with a minimum
finenees at 995,less corresponding changes.

SEC. 4. The Central Bank shall prescribe and collect refining,
assaying, storage and other charges.

SEC. 5. The Central Bank may make advance payments to the
owner or producer of gold delivered for refining and immediate sale
to the Central Bank pursuant to Section 1 hereof, in an amount not
exceeding 90% of the value thereof based on the assay of the gold
delivered for refining.

The Central Bank may buy any quantity of silver offered for
sale by gold producers at the prevailing market price.

SEC. 6. The Central Bank will make available gold for sale for
jewelry manufacture and for other industrial uses.

SEC. 7. All rules and regulations heretofore issued by the
Central Bank which are consistent herewith are hereby revoked or
amended accordingly.
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SEC. 8. Any person or entity found violating the provisions of
this Circular shall be subject to the penalties provided in Section 34
of Republic Act No. 265, as amended.

SEC. 9. This Circular shall take effect immediately.

FOR THE MONETARY BOARD:

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 603
Apri118, 1978

AMENDING CIRCULAR NO. 355 ON MINIMUM
CAPITAL REQUIRED UNDER SECTIONS 22 AND 30 OF

REPUBLIC ACT NO. 337, AS AMENDED

The Monetary Board in its Resolution No. 451 dated March 17,
1978, approved the following amendment to Circular No. 355:

SECTION 1. Item A.3 of Circular No. 355 is hereby amended
to read as follows:

"3. Evidences of indebtedness of the Republic of the
Philippines and of the Central Bank, and any other evidences
of indebtedness or obligations the servicing and repayment of
wh ich are fully guaranteed by the Republic of the Philippines:
Provided, That such evidences of indebtedness or obligations
subject of repurchase or resale agreements may be deducted
by both the selling/borrowing and buying/lending banks."

SECTION 2. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 604
April 18, 1978

AMENDING CIRCULAR NO. 439 ON MINIMUM CAPITAL
REQUIRED FOR NON-BANK FINANCIAL INTERMEDIARIES

WITH QUASI-BANKING FUNCTIONS

The Monetary Board in its Resolution No. 451 dated March
17, 1978, approved the following amendment to Circular No. 439:
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SECTION 1. Item A.2 of Circular No.439 is hereby amended
to read as follows:

"2. Evidences of indebtedness of the Republic of the
Philippines and of the Central Bank, and any other evidences
of indebtedness or obligations the servicing and repayment
of which are fully guaranteed by the Republic of the
Philippines: Provided, That such evidences of indebtedness
or obligations subject or repurchase or resale agreements may be
deducted by both the selling/borrowing and buying/lending
financial intermediaries."

SECTION 2. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 605
April 18, 1978

AMENDING CIRCULAR NO. 552 ON RESERVES AGAINST
DEPOSITS AND DEPOSIT SUBSTITUTE LIABILITIES

OF BANKS

The Monetary Board in its Resolution No. 451 dated March 17,
1978, approved the following amendment to Circular No. 552:

SECTION 1. Circular No. 552 is hereby amended by adding a
new paragraph after paragraph 4 of Section 4 thereof, to read as
follows:

"Only the buying/lending bank in a resale agreement
covering eligible government securities may use such securities
as reserves against deposit substitute liabilities. Conversely, the
selling/borrowing bank in a repurchase agreement covering
eligible government securities may not use such securities as
reserves against deposit substitute liabilities."

SECTION 2. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor
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CIRCULAR NO. 606
April 18, 1978

AMENDING CIRCULAR NO. 553 ON RESERVES AGAINST
DEPOSIT SUBSTI1UTES OF NON-BANK FINANCIAL

INTERMEDIARIES AUTHORIZED TO ENGAGE
IN QUASI-BANKING FUNCTIONS

The Monetary Board in its Resolution No. 451 dated March
17, 1978, approved the following amendment to Circular No. 553:

SECTION 1. Circular No. 553 is hereby amended by adding
a new section after Section 3 thereof, to read as follows:

"SECTION 3. A. Government Securities Subject of
Repurchaae or Resale Agreements.

Only the buying/lending non-bank financial intennediary
in a resale agreement covering eligible government securities may
use such securities as reserves against deposit substitute lia
bilities. Conversely, the selling/borrowing non-bank financial
intennediary in a repurchase agreement covering eligible govem
ment securities may not use such securities as reserves against
deposit substitute liabilities."

SECTION 2. This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Govemor

000

CIRCULAR NO. 607
April 19, 1978

GUIDELINES FOR THE SPECIAL LENDING OPERATIONS
OF THE CENTRAL BANK OF THE PHILIPPINES
RELATIVE TO ITS CONSOLIDATED FOREIGN

BORROWINGS PROGRAM AUTHORIZED
UNDER PD NO. 1309

In pursuance of Monetary Board Resolution No. 580 dated
April 14, 1978, foreign credits obtained by the Central Bank of
the Philippines under its consolidated foreign borrowings program
pursuant to PD No. 1309 shall be placed in a separate special fund
to be relent and administered in accordance with the following
guidelines:
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Section 1. Definition of terms. - The following words and
phrases as used herein shall have the following meanings:

(a) Banking institutions - Banks falling under the category
of commercial banks pursuant to the General Banking Act, 81

amended, including the Development Bank of the Philippines and
the Land Bank.

(b) Approved projects - Projects in priority or prefened
areas of investments as detennined by the National Economic and
Development Authority/Board of Investments, or development
projects of govemment-owned or controlled corporations authorized
by their charters or by-law.

(c) Foreign obligations - :Foreign loans of sub-borrowers/end
user borrowers, duly approved by and registered with the Central
Bank.

(d) Sub-loans - The loans made by the Central Bank directly
to sub-borrowers under Sections 2 and 3 hereof.

(e) Bnd-user loans - The loans by sub-borrowers under
Sections 2 and 3 hereof to tb:eir end-user borrowers out of the
proceeds of their sub-loans from the Central Bank.

Section 2. The National Government. - Proceeds of the
foreign credits may be utilized by the National Government • a
sub-borrower for the following PUlPOse&:

<a) As the ultimate end-user borrower for the following and
analogous purposes:

i. To pay installmentB on its foreign obligations ma-
turing within one year from date of loan agreement;

ii, To prepay existing foreign obligations obtained at
relatively more onerous tenus;

in. To finance govemment development projects for
which financing from official development assistance (ODA)
sources cannot be obtained;

iv. To pay installments maturing within one year from
date of the sub-loan agreement, of the foreign obligations
of the entity or firm under its guaranty, for which the National
Govemment is called upon to pay pursuant to a contract
of guaranty.

(b) For relending to its branches, agencies, political sub
divisions and govemment-owned or controlled corporations for the
following and analogous purpoees:
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i. For the purposes enumerated under (a) i, ii and iii
of this section;

ii, To finance approved projects.

Section 3. Banking Institutions - The Proceeds of the foreign
credit may be loaned to banking institutions for the following and
analogous purposes:

(a) AB the ultimate end-user borrower:

i. For the purposes enumerated under (a) i and ii of
Section 2;

ii. To pay installments maturing within one year from
date of the sub-loan agreement, of the foreign obligations
of its client for which the banking institution is called upon
to pay pursuant to a contract of guaranty or standby letter
of credit.

(b) For relending to the branches, agencies, political sub
divisions of the National Government, govemment-owned or
controlled corporations and the private sector:

i. For the purposes enumerated under (a) i, ii and iii
of Section 2 above;

ii. To finance approved projects.

Section 4. Repayment period. - Repayment of the sub-loan
shall as much as possible be in accord with the repayment term. of
the consolidated foreign credits obtained by the Central Bank, such
that the final maturity, installments and interest payment dates
shall coincide with that of one or more of the consolidated foreign
credits of the Central Bank.

Section 5. Interest rate - The interest rate to be charged shall
be as follows:

(a) By the Central Bank - Not to exceed the spread of
1/8% over the interest rate of the consolidated foreign credit
involved;

(b) By the banking institution in its relending o
perations - Not to exceed its usual and normal rate for
guaranty or standby LIC issued as security for the normal
foreign credits of its clients.

Section 6. Commitment fee - The rate of commitment fee to
be charged shall be as follows:
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(a) By the Central Bank - The Sll1"f\e rate it is liable to
pay on its consolidated fonriln ctedits. to be reckoned from
date of signing of the coveDnc sub·loan agreement;

(b) By the National Government and banking ins
titutions - The same rate as that charged. by the Central Bank.

Section 7. Manceement tJIId agency (eel - Management aDd
agency fees and other milar financing chilies paid or to be p8:l
by the Central Bank on its colJlOlidated foreign credits sh.n be
chupd to the sub-borrowell concemed on a pro-rata basis. without
any added costs whatsoever. '!be National Government and bankiDc
institution may likewise charge ita end-user borrower for these tee
in the lame amounts and plOportion as that paid to the Ceatnl,
Bank.

Section 8. Costs and out-of-pocket expenses - All COItI aDd
out-of-pocket expenses incurred by the Central Bank in negotiating
and obtaining its consolidated foreign cre4i.tI shall be assumed by
the Central Bank.

However. all other costs. out-of-pocket expenses and any other
kind of chuges which the Central Bank will later incur or be liable
under the covering loan agreement/. of itl consolidated foreign
credits shall be passed on to the lUb-borrowerls responsible tbemfol,
or to all sub-borrowers on a pro-rata basis if allocation to apeciftc
sub-borrowerls is not warranted.

Section 9. Currency of relending -The Central Bank, National
Govemment and banking inatitutions shall relend the loan proceedI
in the same foreign cwrency III the corresponding foreign credit
obtained by the Central Bank which is the source of fundi for tile
sub-loan/enduser loan.

Section 10. Currency of repayment - Repayment to the
Centra1 Bank by the mtHolD hollOwen shall be in Philippine
currency. computed as fonows:

(a) Principal and accrued intele8t - The equivalent
amount in pesos of the amount of principal and accrued in
te1eIt due. computed on file buis of the Central Bank IpOt
selling rate of the cwrencylies involved at the time of PIIJIUDt
to the Central Bank;

(b) Commitment. management, agency fees and any
other kind of chaNeB paylble by the Central Bank. in fomip
exchmge - The equivalent amount in pesos of the amoUDt
due computed on the .. of the Central Bank spot 8eWDg
rate of the currency'. iDvolnd at the time of rep8J'mImt
to the Central Bank;
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(c) Other peso costs, expenses and charges - All costs,
expenses and other charges incurred by the Central Bank
involving no foreign exchange outlay shall be settled in
Philippine currency on a peso-for-peso basis.

Where a back-to-hack payment from the end-user client to the
sub-borrower then to the Central Bank is involved, the same basis
of computation as indicated above shall be adopted by the National
Government/banking institution. In the event of default by the
end-user client and the National Government/banking institution
nevertheless made payment to the Central Bank on time, the same
basis of computation as indicated above or some other reasonable and
equitable basis may be adopted by the National Government/banking
institution in determining the amount due from the end-user bor
rower upon payment of its overdue account.

Section 11. Utilization of loan proceeds -- The proceeds of
sub-loans/end-User loans shall be utilized in accordance with the
pertinent existing- Central Bank policy on foreign credits.

Section 12. Advance payment - The sub-borrower shall main
tain a current account with the Central Bank where all amounts due
from said sub-borrower representing principal and accrued interest
shall be deposited at least one (1) banking day before the scheduled
due date. This account shall be automatically debited for the amount
maturing on scheduled due dates of the sub-loan. The amount of
interest due shall not in anyway, be reduced on account of this
required advance payment.

Section 13. Past due accounts. - All amounts due from the
sub-borrower not paid on scheduled due dates or on the date set
by the Central Bank shall carry a penalty charge of 1% per month
until full payment thereof.

Section 14. Collateral requirements - Loans to the National
Government shall be extended on clean basis, while loans to banking
institutions may be covered by such security as may be deemed
appropriate by the Central Bank on a case-to-case basis.

Section 15. Credit risk -- The National Government or banking
institutions as sub-borrowers, whether as the ultimate end-user
borrowers or for relending purposes, shall be primarily and solely
liable to the Central Bank.

Section 16. Auailment period - Sub-loans approved by the
Central Bank shall be availed by sub-borrowers within such period
as the Central Bank shall determine, on a case-to-case basis, from
date of notice of approval, provided, however, that said period shall
not extend beyond the commitment period stipulated under the
loan agreement of the corresponding source - foreign credit of
the Central Bank.
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Section 17. Prepayment - Sub-borrowers may be granted the
option to prepay the loan. provided that the Central Bank could
utilize the amount prepaid in prepaying its corresponding foreip
credits, and provided further that the sub-borrower/s concerned will
shoulder all the penalty, costs, expenses and other charges that may
be incurred by the Central Bank as a result of such prepayment.

Section 18. Sub-loan agreement - Unless othenuise stipulated
in these guidelines, and consistent with applicable Philippine laws,
rules and regulations, the sub-loan agreement covering the loans
relent by the Central Bank shall embody the basic terms and condi
tions of the loan agreement covering the consolidated foreign credits
of the Central Bank.

Section 19. Administering Department. - The processing and
evaluation of the loan applications shall be lodged with the Manage-
ment of External. Debt and Investment Accounts Department which
shall prepare the corresponding memorandum and pertinent re
commendlltions for appropriate action by higher authorities. The
servicing of the loan with respect to loan releases and collection,
as well as the payment of the consolidated foreign credits, shall be
administered by the Foreign Exchange Department, for which
purpose a "Special Consolidated Foreign Borrowings Account"
shall be created.

All collections received which the Central Bank shall in tum
pay to the creditors of its consolidated foreign credits shall remain
intact under aforesaid account until the remittance thereof to the
creditor/s concerned.

This Circular shall take effect immediately.

FOR THE MONETARY BOARD:

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR No. 608
April 20, 1978

REGULATIONS ON BANKING DAYS AND HOURS

The Monetary Board, in its Resolution No. 490 dated March
31, 1978, promulgated the following rules and regulations to govern
the banking days and hours of banks and to supersede Circular
No. 353, asamended:
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SECTION 1. Banking days. - Except as provided in Item 11

of Circular No. 420, as amended, banks, including their branches,
agencies and extension offices, doing business in the Philippines
shall observe the following banking days:

(a) Commercial Banks
(including the Philippine
National Bank and the
Philippine Veterans
Bank)

(b) Thrift Banks and
Regional Unit Banks
as defined in Sec. 6-A
of R.A. No. 337, as
amended

(c) Specialized Govemment
Banks (the Development
Bank of the Philippines,
The Land Bank of the
Philippines and the Phil
ippine Amanah Bank)

Five-day banking week,
Monday thru Friday, with
option to open on Satur
days and Sundays

Six-day banking week,
Monday thru Saturday,
with option to open on
Sundays

Five-day banking week,
Monday thru Friday, with
option to open on Saturdays
and Sundays

Banks shall also have the option to open on local or national ho
lidays: Provided, That the options granted under this Section may
be availed of by giving the notice prescribed in Section 6 hereof.

SEC. 2. Minimum banking hours. - All banks, including
their branches, agencies and extension offices, doing business in
the Philippines, shall transact business for not less than six (6)
hours a day, to be selected by the bank concerned, between 8:00
o'clock in the morning and 8:00 o'clock in the evening: Provided,
That in the exercise of the option granted in Section 1 hereof,
banks may transact business for less than six (6) hours.

SEC. 3. Banking hours beyond the minimum. - For pur
poses of servicmg deposits and withdrawals, banks may, at their
discretion and after prior written notice to the appropriate super
vising and examining department of the Central Bank, remain open
beyond the minimum six (6) hours and for as long as they find it
necessary, even before 8 :00 a 'clock in the morning or after 8 :00
o 'clock in the evening. Banks may, after prior written notice, also
remain open beyond the minimum six (6) hours for banking services
other than the servicing of deposits and withdrawals but in no case
shall such banking hours start earlier than 8 :00 0 'clock in the morning
nor extend beyond 8:00 o'clock in the evening.

SEC. 4. Report of, and changes in, banking days and hours. 
The banking days and hours selected for each of the offices of banks
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shall be reported in writing to the appropriate supervising and ••
mining department of the Central Bank. Banks may change the
banking days and hoU1S previoUily reported· to the Cent.ral Bank
by giving prior written notice to the appropriate supervising aDd
examining department of the Central Bank: Provided, That except
in emergencies, changes in banking days or hours shall not be made
oftener than once every thirty (80)days.

SEC. 5. Emergencie,. - Banks shall not close for bUlin••
during the banking days and hours as reported to the Central Bank,
nor Ihall they open for business outside saiddays and hours without
giving the prior written notice Pl8lCribed in Section 6 hemof except
when such closing or opening is due to an emergency 88 be1'8iD
defined.

For purposes of this Circular. emelgency shall mean (1) a eon
clition of an area or locality proclaimed by the President of ibe
Philippines 88 in a state of emetpncy, or (2) III event or occuion
or a combination oJ circ\l~tances equivalent to a public ca1Imity
resulting from tire, flood, or like disalter, or through some unU1U81
occurrence or pressing nece8ty. not reasonably subject to anti
cipation calling for immediMeaction or remedy.

SEC. 6. Reporting requirwnefltl. - The prior written notice
to the Central Bank on chanps in bmking days and hours •
required in this Circular shaD be liVen through the f8stelt mellDl of
conmunication, at le_ I8VElIl (7) banking days before the :intrended
effectivity of the change in baaking hours or days. In case a blDk,
due to an emergency, h. to open ou1Bide, or close during, the
banking hours or days reported to the Central Bank, a written report
submitted within twenty four (24) hours from opening or doling, •
the case may be, will sumce. The report shall state the specific
nat\lre of the emergency and the period the bank opened or cloaed
or shall open or close by reMOnof the emergency.

SEC. 7. Existing Authoriztltiolll and Notifications. - Existiq
authorizations and notifications regatding banking days and hOUD
&ball remain in force until chanced by the bank in accoldance with
the provisions of this Circular.

SEC. 8. Schedule of banking dey. and hours. - The schedule
of banking days and hours reported to the Central Bank shall be
pOIted conspicuously at all times in the bank's premises.

SEC. 9. Sanctions. - Any person or entity violating the proei
sions of this Circular shall be subject to the penalties provided :in
SeetioD 84·A of Republic Act No. 265, 81 amended.

SEC. 10. Repealing Claule. - ThiI Circular shall supeJMde
CiIcular No. 853, as amended by Circular No. 368, and all n.-
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and regulations inconsistent herewith are hereby modified or revoked
accordingly.

SEC. 11. Effectivity. - This Circular shall take effect imme
diately.

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor

000

CIRCULAR NO. 609
April 26, 1978

PAWNSHOP BUSINESS DAYS AND BUSINESS HOURS

In accordance with Monetary Board Resolution No. 552 dated
April 14, 1978, Section 13 of Central Bank Circular No. 374. as
amended, is hereby amended to read as follows:

"Sec. 13. Business Days/Hours. - Pawnshops shall
transact business at a minimum of five (5) days a week. for a
minimum of six (6) hours a day, both to be selected by them.
They may. at their discretion, remain open beyond the above
requirement for as long as they deem it necessary. The business
hOUIS and business days shall be posted conspicuously at all
times at the door of every pawnshop.

Exemption from the above requirement shall be granted
to pawnshops in troubled areas after due evaluation of their
request."

This Circular shall take effect immediately.

FOR THE MONETARY BOARD:

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor

000

CIRCULAR NO. 610
May 19, 1978

Pursuant to Monetary Board Resolution No. 808 dated May
19, 1978, the following regulations on loan values and rediscount
rates of the Central Bank and the lending rates that may be charged
by commercial, thrift (savings and mortgage banks. private develop-
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ment banks and stock savings and loan associations) and rural banks
for papers rediscounted with the Central Bank, are hereby
prescribed :

SECTION 1. Loan Values and Interest Rates ~

Year Maturity Or Less

CB
Rediscount

Loan Rate
Value (per annum)

1.A. Eligible Paper with
One Year
Maturity Or Less

Maximum Bank
Lending Rate
(per annum)

1.A.1. Supervised Credits:

Masagana 99 )
Rice Produc- )
tion & Masa- )
ganang Maisan) 100%
Programs other)
than Agrarian )
Reform )

1%

10% (plus service and
bank charges not ex
ceeding 3%)

Agrarian Reform 100%

Others 100%

1%

1%

10% (plus service and
bank charges not ex
ceeding 2% or P150
p.a, which ever is
lower)

10% (plus service
and bank charges not
exceeding 2%)

l.A.2. Non-Supervised Credits:

Agrarian Reform) 80%
othen )

1.A.3. Export- )
oriented indus- )
tries under )
MAABNo.64 )
and Cir. 223 as )
amended )

1.A.4. Produc- )
tion of rice and )
com )
(other than )
Masagana 99 and )
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CB

Rediscount Maximum Bank

JMasaganang Mai- )

Loan Rate Lending Rate
Value (per annum) (per annum)

san), poultry and )
piggery, fishing )
feed grains and )
sorghum ) 80% 4% 9% (plus bank

charge not
1.A.5. NGA rice) exceeding 1%)
paper for local )
purchase and )
importations )

1.A.6. Priority
I-A (per Cir. 223
as amended

l.A.7. Small- )
scale industries )

l.A.8. Copper 80% 4% 6% (plus bank charges
not exceeding 2%)

1.A.9. Priority )
I-B and C (per Cir.)
223 as amended ) 60% 9% 12% (secured)

14%(unsecured)

1.B. Eligible Paper
With More Than
One Year Maturity

Maturity up to 730
days: 12% (secured)

14% (unsecured)

8%Pledge or assign- 70%
ment of payments,
installments or amor
tizations of long-
tenn lending
institutions

SEC. 2. Interest Rate Ceiling. - The maximum bank lending
rate shall be the effective rate, inclusive of service and other charges,
except on loans indicated above wherein bank and service charges
not exceeding one (1%), two (2%) or three (3%) per cent may be
collected. The interest rate ceiling shall apply to the entire amount
of the loan granted, and not only to the rediscounted portion
thereof.

The grant or rebates for prompt payments under the Masagana
programs shall be optional on the part of the lending banks.
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SEC. 3. Emergency 100118. - Central Bank rediscount rates
against emergency loans availed of by commercial. thrift. and Nra!
banks shall be detennined on a cueto case basis.

SEC. 4. Repealing ClauBe. - The provisions of Circular Nos.
401. 442. 473. 474. 543. 555. 587 and of all other existing circulars,
memoranda and/or regulations which are inconsistent herewith are
hereby revoked. spnended or modified accordingly.

SEC. 5. Effectiuity. - 'Ibis Circular shall take effect im
mediately.

FOR THE MONETARY BOARD:

(SGD.) G.S. UCAROS
Governor

000

CIRCULAR NO. 611
June 19. 1978

AMENDING SECTION 2 OF CIRCULAR NO. 492 ON THE
COMPUTATION OF INTEREST ON SAVINGS DEPOSITS GIVEN
BY BANKS (COMMERCIALBANKS.JNCLUDING THE DEVELOP
MENT BANK OF THE PHILIPPINES. LAND BANK OF THE
PInLIPPINES. THRIFT BANKS AND RURAL BANKS)

The Monetary Board. in ita Resolution No. 928 dated June
9. 1978 amended Section 2 of Circular No. 492 dated January
2.1976. to read as follows:

2. Savings Deposits:

a. Commercial banks (including the Development
Bank of the Philippines and the Land Bank of the
Philippines) The maximum rate of interest on
savings deposits in commereial banks (including
the Development Bank of the Philippines and the
Land Bank of the Philippines) shall be seven per
cent (7%) per annum, which may be compounded
daily. monthly or quarterly. on the basis of either
the average or actual daily balance.

b. Thrift Institutions (as defined in Section 6-A of
R. A. No. 337. as amended) and Rural Banks - The
maximum rate of interest on savings deposits in the.
banks shall be Beven and one-half per cent (7·1/2%)
per annum which may be compounded daily. monthly_
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or quarterly, on the basis of either the average or
actual daily balance.

c. Banks are not allowed to compute interest on savings
deposits on the basis of the lowest monthly balance
or any other method not mentioned above.

This circular shall take effect beginning the third quarter of
1978.

For the Monetary Board :

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR NO. 612
June 27, 1978

AMENDING CIRCULAR NO. 554

The Monetary Board, in its Resolution No. 917 dated June
9, 1978, approved the following amendment to Circular No. 554
dated February 3, 1977 on the rules and regulations governing
collection of national internal revenue taxes through authorized
agent banks:

SECTION 1. The second paragraph of Section 1 of Circular
No. 554 is hereby amended to read as follows:

"x x x ,

Said collection of national internal revenue taxes shall be
made in all cities and municipalities with head offices, branches,
agencies and extension offices of commercial banks, savings
and mortgage banks, stock savings and loan associations, deve
lopment banks, the Development Bank of the Philippines and
the Land Bank of the Philippines: Provided, That the collection
of national internal revenue taxes from government-owned or
controlled corporations in all cities and municipalities shall be
made only through banking offices of the Philippine National
Bank and other government banks including the Development
Bank of the Philippines."

SEC. 2 . This Circular shall take effect fifteen (15) days from
date of issuance hereof.

(SGD.) G. S. LICAROS
Governor
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CIRCULAR NO.613
June 27,1978

AMENDING CIRCULAR NO. 426 AND CIRCULAR NO. 313

The Monetary Board, in its Resolution No. 917 dated June
9, 1978, approved the following amendment to Circular Nos. 426
and 313, dated August 21, 1974 and November 26, 1970, respect}
ively, on the rules and regulations governing the collection of customs
duties, taxes and other levies:

SECTION 1. Section 1 of Circular No. 426 is hereby amended
to read as follows:

"Branch Offices of Authorized Agent Banks situated in
Cagayan de Oro City and Iloilo City shall accept payments
for customs duties, taxes and other levies except payments
for customs duties, taxes and other levies by government
owned or controlled corporations, the collection of which
shall be made only through banking offices of the Philippine
National Bank and other government banks including the
Development Bank of the Philippines, upon presentation of
the Orders of Payment issued by the Bureau of Customs.
Authorized Agent Banks shaD issue the corresponding Official
Receipts on fonns prescribed for the purpose. Such fonna shall
be supplied to the Branch Offices of the Authorized Agent
Banks by the Central Bank of the Philippines through its
Regional Units and shall be treated as accountable forms by
the said Offices of the Authorized Agent Banks."

SEC. 2. Section 3 of CircUlar No. 313 is hereby amended to
read as follows:

"Branch Offices and Head Office of the Authorized
Agent Banks situated in Cebu City and Davao City shall accept
payment for customs duties, taxes and other levies, covered
by an Order of Payment issued by the Bureau of Customs
except payment for customs duties, taxes and other levies
by government-owned or controlled corporations, the collection
of which shall be made only through banking offices of the
Philippine National Bank and other government banks inclu
ding the Development Bank of the Philippines. Authorized
Agent Banks shall issue conesponding Official Receipts on
forms prescribed for the PUW08e. Such fonns shall be supplied
to the Branch Offices and Head Office of the Authorized
Agent Banks by the Central Bank of the Philippines through
its Regional Offices and shall be treated as accountable fOrD)l

by the said offices 0 f the Authorized Agent Banks."
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SEC. 3. This Circular shall take effect fifteen (15) days from
date of issuance hereof.

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR NO. 614
June 27, 1978

AMENDING CIRCULAR NO. 373

The Monetary Board, in its Resolution No. 917 dated June
9, 1978, approved the following amendment to Circular No. 373
dated July 2, 1973, on the assessment and collection of export
duty through authorized agent banks and all others concerned:

SECTION 1. The first paragraph of item No.2 of Circular
No. 373 is hereby amended to read as follows:

"Immediately upon completion of the loading of the
export shipment, the Bureau of Customs, or the Collector of
Customs concerned, or their duly designated representative,
shall issue an Order of Payment to the authorized agent bank
named therein authorizing such authorized agent bank to
collect the export duty therein stated within 30 days from
date of shipment: Provided, That the collection of export
duty from govemment-owned or controlled corporation shall
be made only through banking offices of the Philippine National
Bank and other government banks including the Development
Bank of the Philippines. This export duty shall constitute a
lien on the peso proceeds of the shipment involved."

SEC. 2. This Circular shall take effect fifteen (15) days from
date of issuance hereof.

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR NO. 615
July 5, 1978

The Monetary Board, in its Resolution No. 1017 dated June
23, 1978, approved the amendment of Section 159 of the Revised
Rules and Regulations Governing Rural Banks, as follows:
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"Sec. 159. Number of Depmi.t Accounts. A depolitor may
have only one current and one savings deposit account Itd1ii
own name in one rural blink (in the same capacity) although
he may have various depCNUI in diffemnt capacities as guardian,
l18Dt.or trustee for othea."

(SOD.) G. S. LICAROS
Govemor

000

CIRCULAR NO. 616
July 5,1978

AMENDING FURTHER CIRCULAR NO. 572 AND THE GUIDE!
IJNES ON DOMESTIC BORROWINGS OF FOREIGN FIRMS

Pursuant to its powen under eating laws, the Monetary
Board, in its ·Resolution No. 1096 dated June 30, 1978. approved
the following amendments to Circular No. 572 and the accompany
ing Guidelines, as amended, on domestic borrowings of foreign firma:

SECTION 1. Section 5 of CUcular No. 572 and Items 3 and 6.2
of the Guidelines are hereby deleted. The subsequent Sections and
Items of the Circular and the Guidelines.hall accordingly be renum
bered.

SECTION 11. Item 2.3 of the Guidelines is hereby amended by
addiQa a new paragraph after the second paragraph as follpws:

"A foreign firm whOle total debt-to-equity ratio exceeds
the ratio prescribed by the Inter-Agency Committee and who h.
been given reasonable time within 'which to meet such ratio
through the annual build-up pmpan (following Annex II) 88
provided in the preceding parapaphs shall be issued certificates
for peso borrowings provided that' such foreign firm a) hu not
declared/distributed dividends or pmtitB and/or has not partial·
ly withdrawn capital after July I, 1978 and b) undertakes or
commita itself not to ctiltrlbute profits. eamirigs, declare diYi
deDd. &'M/or partially withdraw capital during the validity or
Jife of the certification or until such time when the prelCribed
debt/equity ratio has been attained to;

SECTION In. Item 6.3 of the Guidelines, renumbered.
as Item 5.2 in this Circular is hereby amended to read as folloWl:

"The certification to be issued by the Inter-Agency Com·
mittee shall be to the effect that the applicant foreign firm m.,.
avail itle1f of peso borrowings up to the ceiling indicated
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therein under the provisions of Circular 572 and these Guide
lines"; and

SECTION IV. Item 6 5 renumbered as 5.4 in this Circular, is
hereby amended by adding a paragraph after sub-item (e) thereof
which shall read as follows:

"(f) In the case of foreign firms whose total debt/equity
ratio exceeds the ratio prescribed by the Inter-Agency Commit
tee: (1) evidence that applicant finn has not distributed profits/
earnings, declared dividends and/or has not withdrawn capital
after July I, 1978: and (2) undertaking that applicant firm
shall not distribute profits/earnings, or withdrawn capital
during the validity of the certification or until such time when
the prescribed debt/equity ratio is attained."

SECTION V. The provisions ofCircular 572 and the Guidelines,
Circular Nos. 582, ,601 and of all other existing circulars, memo
randa and lor regulations which are inconsistent herewith are hereby
revoked, amended or modified accordingly.

SECTION VI. This Circular shall take effect July 1,1978.

(SGD.) G.S. LICAROS
Govemor

000

CIRCULAR NO. 617
July 7,1978

SUPERSEDING CIRCULAR NO. 510

The Monetary Board, in its Resolution No. 1070 dated June
30,1978, promulgated the following rules:

SECTION 1. The minimum size of any single deposit substi
tute transaction by any financial intennediary authorized to engage
in quasi-banking functions, whether bank or non-bank, shall be
Two Hundred Thousand Pesos (P200,OOO.00) for maturities of seven
hundred thirty (730) days or less, and One Hundred Thousand
Pesos (PI00,000.00) for maturities of more than seven hundred
thirty (730) days.

SEC. 2. In connection with the minimum trading lot rule
above-stated, no financial intennediary performing quasi-banking
functions, whether bank or non-bank, shall issue deposit substitute
instruments in the name of two or more persons, or accounts. How-
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"er. the following shall be conaidered as one person or account:
(1) husband and wife. followed by the word "spouses" and (2)
"in trust for" (ITF) arrangements.

SEC. 3. Any person or entity violating the provisions of this
Circular shall be subject to the penalties provided in Section 34
and/or 34-A of Republic Act No. 265. as amended.

Sec. 4 This Circular supersedes Circular No. 510 and repeals
or modifies other rules and regulations inconsistent herewith.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Govemor

000

CIRULAR NO. 618
July 14. 1978

Effective immediately, no foreign loan agreements, defened
payment agreements or any other agreements which give rise to
a foreign currency obligation or liability submitted to the Central
Bank of the Philippines for approval and/or registration under the
provisions of existing CB circulars, rules and regulations, and no'
promissory notes or guaranties issued in connection therewith, shall
be approved and/or registered if these are notarized or are other
wise evidenced by a public instrument.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 619
July 17.1978;;::::

AMENDMENT TO THE GUIDELINES FOR THE
GRANT OF AGRARIAN REFORM CREDIT BY BANKING

INSTITUTIONS UNDER PRESIDENTIAL DECREE
NO. 717

Pursuant to Monetary Board Resolution No. 1145 dated
July 7,1978, Item C. 2 of Cilcular No.473 dated June 30. 1975 pres
cribing the guidelines for the grant of agrarian refonn credit and
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agricultural credit by banking institutions under Presidential Decree
No. 717, is hereby further amended to read as follows:

"c. REQUIRED ALLOCATIOI-J' FOR AGRARIAN
REFORM CREDIT/-AGRICULTURAL CREDIT

xxxx xxxx xxxx

"2. In the absence of qualified borrowers, the amount
set aside for agrarian reform credit not actually loaned out
may be invested temporarily in government securities expressly
declared eligible for the purpose by the Central Bank, subject
to the following requirements:

a. such government securities shall be held to maturity,
without prejudice to the right of the holder bank to require
the issuing government entity to monetize, encash or repur
chase such securities whenever funds are needed by the bank
for lending to the beneficiaries of agrarian reform;

b. such government securities shall not be hypothecated
or encumbered. in any way or earmarked for any other purpose;
and

c. such govemment securities shall be marked "For
Agrarian Reform Credit" and shall be segregated from the
bank's investment portfolio.

"Only the buying/lending bank in a resale/repurchase agree
ment between private entities covering eligible government secu
rities may use such securities during the holding period for pur
poses of compliance with the agrarian refonn credit requirement
under Circular No. 473 dated June 30, 1975, under the following
conditions:

"1. the resale/repurchase should be for terms not less
than thirty (30) days without pre-tennination before the first
successive thirty (30) days, which condition shall be embodied
in the resale/repurchase agreement; and

"2. the buying/lending bank, with the consent of the
selling/borrowing bank/entity. shall register with the Central
Bank its holdings of CHCls under repurchase/ resale agreement.

"Conversely. the selling/borrowing bank in such repurchase/ '
resale agreement covering eligible govemment securities shall not
use such securities for purposes of compliance with the agrarian
reform credit requirement."

Any change in the composition of government securities held
as temporary investment for agrarian credit purposes shall be re-
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ported to the appropriate supervising and examining department
not later than twelve (12) banking days after the end of reference
month.

This Circular, which supersedes Circular No. 560, shall take
effect immediately, and all previous circulars inconsistent herewith
are hereby deemed amended and/or revoked.

(800.) G.S. LICAROS
Governor

000

CIRCULAR NO. 620
July 26, 1978

AMENDING CIRCULAR NO. 551 ON
MONEY SHOP OPERATIONS

The Monetary Board, in its Resolution No. 1170 dated July
14, 1978, approved the following amendments to Circular No. 551:

SECTION 1. Item LD.2 of Circular No. 551 is hereby amended
to read as follows:

"2. Only one money shop shall be allowed to be estab
lished in anyone market: Provided, that in the case where a
market has at least 800 stallholden; and storeowners, a second
money shop may be established: Provided, further, that stall
holders and storeowners within the market and within 100
meters from the market perimeter shall be included for the pur
pose of detennining the number of stallholders and store
owners. Provided, finally, that only one money shop shall be
allowed for each bank in anyone market."

SEC. 2. Item II.A of the same Circular is hereby amended to
read as follows:

<CA. Scope of Operatio1l8

1. A money shop shall provide working capital or in
ventory financing to market stallholders, and stallholden aDd
storeowners within 100 meters from the market perimeter.

2. It shall service deposits and withdrawals on savings
and time deposits of said staUholders and storeowners."

SEC. 3. Item I1.C.I of the same Circular is hereby amended
to read as follows:
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"C. Loan Limits

1. Loans to be extended shall in no case exceed
PIO,OOO.OO per stallholder or storeowner."

SEC. 4. Item ILE of the same Circular is hereby amended to
read as follows:

"E. New Loans and Renewals

A loan granted to a stallholder or storeowner shall not be
renewed until after 50% thereof shall have been paid. Likewise,
if the ratio of total past due loans of the money shop exceeds
30% of the total outstanding loans, the total money shop loan
porfolio at the time the past due ratio of 30% has been ex
ceeded shall not be increased. For this purpose, a loan shall be
considered past due where any installment remains unpaid for
ten days or more."

SEC. 5. Item II. H of the same Circular is hereby amended by
adding the following after item 3 thereof:

"To implement this Circular, each money shop shall
submit to the appropriate supervising department of the Central
Bankan updated listing of the names of stall/store owner within
100 meters from the market perimeter and such other reports as
may be required."

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 621
July 26, 1978

In its Resolution No. 1171 dated July 14, 1978, the Monetary
Board approved the following guidelines for purposes o'detennining
compliance by all banks with the fifty percent (50% ) ceiling, based
on net worth, on the total investment of banks in real estate and im
provements thereof, including hank equipment, as provided in
Sections 25 and 34 of R.A. No. 337, as amended, Section 3 R.A.
No. 4093, as amended, and Section 21(d) of R.A. No. 3779, as
amended:

1. The investment of any bank in real estate and improvements
thereof and in bank equipment shall include all real estate and
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equipment necessary for the bank's immediate use in the transaction
of its business, such as:

a. "Bank Premises-Land and Buildings," "Buildingl
under Construction," "Leasehold Rights and Improvements,"
and "Furniture, Fixture and Equipment" (as defined in the
Manual of Accounts for All Banks prescribed Wider Circular
Letter dated 29 June 1976), owned and used by the bank in the
conduct of its business, including staff houses, recreational
facilities and landscaping costs, net of accumulated deprecia
tion: Provided, however, that appraisal increment on bank
premises shall not be included in the total investment in real
estate and improvements for purposes of these guidelines; and

b. Real property, equipment or other chattel purchased
by the bank in its name for the benefit of its officers and em
ployees, net of depreciation and in the case of land or other
non-depreciable property, net of payments already made to
the bank by the officers and employees for whose benefit the
property was bought, where such property has not yet been
fully paid and ownership has not yet been transferred to them.

2. The following shall be included in the computation of a
banks total investment in bank premises:

a. (1) The cost of real estate leased. in whole or in part
by the bank from a corporation in which the bank has equity,
equivalent to the amount obtained by applying the percentage
of the equity of the bank in the lessor to the cost of that
portion of the property being leased, or (2) the amcunt
of equity in the lessor, whichever is lower; plus the amount
obtained by applying the pelCentage of the equity of the bank
in the lessor to any outstanding loans of the lessor with the
bank, the proceeds of which were used to purchase, constnlct
or develop the real estate used for the bank's purposes.

b. The lower of (1) the cost of real estate leased
in whole or in part by the bank from a corporation in which
any or a group of stockboldem owning 10% or more of
the voting stock of the bank, directors and/or officers of the
bank, hold or own more than 15% of the subscribed capital
stock of the lessor, equivalent to the amount obtained by
applying the percentage of the equity of said stockholders/
directors/officers in the lessor to the cost of that portion of
the property being leased by the bank, or (2) the amount
obtained by applying the percentage of the equity of the
stockholders/directors/officers in the lessor to any outstanding
loans of the corporation with the bank, the proceeds of which
were used to purchase, construct or develop the real estate
used for the bank's purposes.
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3. The above guidelines shall apply to rural banks without

prejudice to the limitations prescribed under Circular No. 502 dated
2 February 1976 on the investment by rural banks in real estate
and improvements thereof, including bank equipment.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 622
August 11, 1978

AMENDING CIRCULAR NO. 561 ON FINANCING
PLANS FOR BANK OFFICERS/EMPLOYEES

The Monetary Board, in its Resolution No. 1242 dated July
28, 1978 amended Part B, second paragraph of Circular No. 561
by deleting the provision on the minimum years of service on the va
rious types of loans before officers/employees may avail themselves
of the fringe benefit financing plans.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 623
August 11, 1978

AMENDING SECTION 7 OF CIRCULAR NO. 547 ON THE
REGULATlONS IMPLEMENTING P.o. NO.l035
EXPANDING THE AUTHORITY OF CERTAIN
DEPOSITORY BANKS UNDER R.A. NO. 6426

The Monetary Board, in its Resolution No. 1238 dated July
28, 1978 amended Section 7 of Circular No. 547 dated November
26,1976, to read as follows:

SEC. 7. Foreign Currency Cover/Requirements - The FenD
shall maintain at all times a one hundred per cent (100% ) eligible
foreign currency cover, not only for its deposit liabilities but also
for all other types of foreign currency liabilities. However, the
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FCDU shall be exempt from the requirement of maintaining fifteen
per cent (15% ) of the cover in the fonn of foreign currency 4eposits
with the Central Bank.

In addition to the eligible foreign currency assets cover enu
merated in Section 4 of R.A. No. 6426 and in Section 8 of im
plementing Circular No. 343, the FCnU may use the following
foreign currency assets ascover:

a. Foreign currency deposits with resident OBUs and
other FCDUs;

b. Foreign currency loans maturing beyond one (1)
year;

c. Investments in foreign currency-denominated debt
instruments with maturities of more than one (1)
year and whether readily marketable or not;

d. Foreign currency interest receivable.

The one hundred per cent (100%) foreign currency cover may
consist of the following:

a. Not less than seventy per cent (70% ) shall be in the
same currency as that of the corresponding foreign currency
liability; and

b. Thirty per cent (30% ) or less, at the option of the
Foreign Currency Deposit Unit, may be denominated in another
eligible foreign currency or in other eligible foreign currencies.

Attached is CBP Form 6-40-03, Table A on Report on Foreign
Currency Cover, which FCDUs shall accomplish bi-monthly for sub·
mission to the Foreign Currency Deposit Division; Foreign Exch8PlJe
Department, Central Bank of the Philippines, not later than two (2)
banking days immediately following the 15th and last day of the
reference month.

This circular shall take effem immediately.

FOR THE MONETARY BOARD: D:

(SGD.) G.B. LICAROS
Govemor

INTRUCTIONS FOR ACCOMPLISHING FORM NO.
CBP 6-40·03,1: REPORT ON FOREIGN CURRENCY

COVER OF FeDUs

1. "Foreign Currency" reteD to foreign currencies which form
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part of the Philippine international reserves, as well as other foreign
currencies that are freely convertible into such reserve eligible fo
reign currencies, i.e.:

U.S. $
f..
SFR
FF
DM
Can $
NG
Lit.
Y
A Sch.
A$
E$
S$

U.S. Dollar
Pound Sterling
Swiss franc
French Franc
Deutsche Mark
Canadian Dollar
Netherlands Guilder
Italian Lira
Japanese Yen
Austrian Schilling
Australian Dollar
Hongkong Dollar
Singapore Dollar

2. Column 2 - US$ Equivalent of Fe Liabilities - Enter the total
FC Liabilities converted into US$ by using the middle rates of the
NY closing buying & selling rates based on Reuter's Financial Report
as of the 15th and last banking day of the reference month.

3. Column 4 - US$ Equivalent of Asset Cover - In Same Cur
rency as FC Liabilities (Liquidation Value) - Enter all assets in
other foreign currencies converted into US$ by using the middle
rates of the NY closing buying and selling rates based on Reuter's
Financial Report as of dates mentioned in Item 2.

Aforementioned rates shall be furnished by the Foreign Cur
rency Deposit Division, Foreign Exchange Department, Central
Bank of the Philippines to the reporting FenU, on the 15th and the
last banking day of every calendar month.

000

CIRCULAR NO. 624
August 11, 1978

Pursuant to Monetary Board Resolution No. 1339 dated August
11, 1978, as amended by Monetary Board Resolution No. 1396
dated August 18, 1978, and in accordance with the pertinent pro
visions of LOI No. 704 dated June 9,1978, the following guidelines
on Grains Quedan Financing Program are hereby issued for the
guidance of all concerned, to take effect immediately:

1. OBJECTIVES OF THE PROGRAM
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1. To augment the operating capital of grains businessmen
and Area Marketing Coopemtives and encourage their
active participation in the local procurement of grains;

2. To increase the direct involvement of private commercial
banks in agricultural ctedit in compliance with PD 717;

3. To strengthen further the integrity and acceptability of the
grains quedan as collateral for loan availment;

4. To enhance further the grains price stabilization program
of the government; and

5. To support the Masagana 99 Program.

II. LEGAL BASES

1. Letter of Instruction No. 696, dated May 24, 1978,
making funds available to the NGA and the Central Bank
for release to qualified rural banks in the fonn of special
time deposits;

2. Letter of Instruction No. 704, dated June 9, 1978, estab
l.iJhing a Quedan GU8l'1llltee Fund and constituting the
Quedan Guarantee Fund Bow:

3. Presidential Decree NO.4 dated September 26, 1972, as
amended by PD 1485 dated June 11, 1978 creating the
NGA and prescribing its functions, powers and authorities.

III. TERMINOLOGY

1. Grains Businessman (GB) - a warehouseman, miller, andl
or retailer duly licensed and accredited by NGA or an Area
Marketing Cooperative (AMC) endorsed by the Bureau
of Cooperatives Development (BOOD) and likewise licensed
by NGA.

2. Lending Bank (LB) - any banking institution organized.
and existing under the laWll of the Republic of the Phil
ippines and duly authorized by the Central Bank of the
Philippines to participate in the Grains Quedan Financing
Program.

3. Grains Quedan (GQ) -simply known otherwise as Quedan,
is a negotiable W8J8house receipt by the tenns of which
the palay depOlii in a bonded warehouse, duly licensed by
NGA, shall be deliveJ:ed to the depositor upon his older,
or to bearer or holder in due course for value of the said
receipt.

4. Bonded Stocks - shall mfer to palay stocks stored in a
bonded warehouse.

5. Special Time Deposit (STD) - shall refer to the amount
deposited. by CD with eligible RBs pursuant to LOI No.
696 and its implementing Memorandum to All Rural
Banks.

6. Board -- a group of officials, otherwise known as the Que
dan Guarantee Fund Board (QGFB), which is empowered
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to administer the Fund and is composed of the NGA Ad
ministrator as Chainnan with the Central Bank Governor
and the Minister of the Budget or their duly authorized
representatives as members.

7. Fund -< the Quedan Guarantee Fund established under
LOI No. 704 to guarantee the existence of palay deposit
covered by grains quedan up to 66·2/3% of the outstanding
loan.

8. National Grains Authority (NGA) - a body corporate
organized and existing under and by virtue of PD No.4,
as amended, for the integrated growth and development of
the grains industry.

9. CONFED - Confederation of Filipino Rice and Com
Association, Inc.

10. Masagana Creditor (MC) - shall refer to the financial insti
tutions which granted productions loans to farmer-borrow
ers under the Masagana 99 program.

11. Collection Agreement (CA) - shall refer to the Agreement
between the GB and MC stipulating thai said GB shall
assist in the collection of the production loan granted to
Masagana fanners.

12. Authority to Collect (AC) - is a certification by MC that
the GB is duly authorized to collect from named Masagana
fanners.

IV. STATEMENT OF POLICIES

A. Purpose of Loan
To finance the palay procurement of a grains business

man and other incidental expenses such as for sacks, dry
ing, milling, cleaning, trucking and handling of palay.

B. Eligibility Requirement of Grains Businessmen
1. He must be licensed and accredited by NGA:
2. He must be a holder of in due course of a negotiable

palay quedan;
3. In the case of AMCs, it must be duly endorsed by the

Bureau of Cooperatives Development (BCOD), of the
Ministry of Local Governments and Community Deve
lopment (MLGCD) and likewise licensed by NGA.

4. In the case of individual GB, preference shall be given
to those duly endorsed by CONFED; and

5. If borrowing from a rural bank, he must have a net
worth not exceeding PlOO,OOO. (This requirement does
not apply to those borrowing from other types of
banks).

C. Tenns and Conditions
1. Collateral

Deed of Pledge on the negotiable palay quedan issued
by a bonded warehouseman in accordance with NGA
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rules and regulations.
2. Loan Ceiling

The loan ceiling shall be as prescribed under Section 23
of General Banking Act, asamended.

3. Loan Value
The loan value shaD be 50 percent of the face value of
the quedan computed at the prevailing govemment
support price.

4. Types and Term of £.om
Straight Loan for 180 days; or one year credit line
made available in notes not exceeding 180 days.

5. Maximum Lending Bank Rates Per annum interest rate
of 9% PLUS 1%service and other charges.

6. Rediscount Rate, Value and Maturity
Promisory notes generated under this credit program
may be rediscounted with CB up to 100 percent of the
loan at the rate of 4 percent per annum with maturity
not exceeding 180 days per the bank's existing ceiling.

7. Quedan Guaranty Fund
The Fund shall guarantee the existence of palay depo
sit covered by quedan up to an amount equivalent to
66·2/3% of the outstanding loan, as provided for in the
attached Rules and Regulations governing the guarantee
coverage of grains quedan. The QGFB shall called
from the LB a guarantee fee of 1%per annum based or.
the amount of loan which shall not be passed on to the
GB.

S. Purchase Guarant, ..
At the option of tbe ltnding bank, the NGA shall
undertake the p~lJ;_ Qf palay deposit equivalent to
the out&taDdin.loan covered by quedan upon the mao
turity of the loan.

9. Collection~t

The GBs aft! 8Ilcww.-ed to enter into an Agreement
with Muapna er.Iftora to _ist in the Collection of
outstanding Maa.pna 99 production loans .

.V. RESPONSmILlTIE8 OF PARTIQPATING AGENCIES

A. e.tral Bank (CB)
1. To diMemiJullteih. tel'JDl and conditions of the pro

gram to eligible Lending Bank;
2. To administer ihe fundi made available under LOI

696 and to grant STDs to eligible RBs;
3. Within the bank's existing ceiling to extend rediscount>

ing facilities to all eligible papers under this Grains
Qued.an Financing Program;

B. Lending BaJW (LB)
1. To disseminate the terms· of loans as well as requin3.
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ments to its branch offices;
2. To evaluate, process and extend loans under this

program.

C. National Grains Authority (NGA)
1. To accredit the prospective borrowers;
2. To periodically inspect and monitor bonded stocks

per existing NGA inventory reporting system;
3. To supervise, control and monitor quedans issued by

bonded warehousemen;
4. To conduct joint inspection of stocks with authorized

representative of lending banks;
5. To purchase the palay stocks equivalent to the out

standing loan covered by quedan at the option of
lending bank upon maturity of the loans.

D. Qued.an Guarantee Fund Board (QGFB)
1. To administer the grains quedan guarantee fund:
2. To execute a guarantee agreement with eligible LBs:
3. To pay legitimate claims by LBs against the Fund; and
4. To oversee the implementation of LOl 704 and its

implementing rules and regulations.
E. RBs, PNB, ACA as Masagana Creditor (MC) (Optional)

1. To enter into a Collection Agreement with GBs and
LBs;

2. To issue an Authority to Collect to GBs specifying the
arrangements for the GBs assistance in loan collection
ofM-99;

3. To provide the GBs and LBs through Provincial Pro
gram Officers (RPOs) a list of Masagana borrowers who
have outstanding obligations with their respective
banks; and

4. To receive the amount representing collections turned
over by the duly authorized GB for the payment of
Masagana loans of farmer-borrowers, in accordance
with the Authority to Collect issued by the MC to the
Grains Businessman.

F. Bankers Associations
To circularize among member banks the implementing
rules and regulations of this financing program and encour
age them to participate in said program.

G. Confederation of Filipino Rice and Com Association, Inc.
(CONFED)
1. To recommend to participating banks eligible Grains

Businessmen;
2. To assist in the collection of the loans granted. to its

recommended. members; and
3. To circularize among its members the mechanics; of

the program.
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H. Bureau of Cooperatives Development (BCOD)
1. To certify and endcese eligible MACs; and
2. To assist the Lending Banks in the collection of loans

extended to AMes.

I. National Food and Ag,:iculture Council (NFAC)
Provincial Program Officers (PP-Os) of Masagana 99 to
secure from MC the list of Masagana 99 borrowers to be
given to Grains Businessmen and Lending Banks (LBa).

Please be guided accordingly.

(SGD.) G. S. LICAROS
Governor

000
Attachments:
(Annexes A to D not reproduced)

QUEDAN GUARANTEE FUND BOARD

RULES AND REGULATIONS GOVERNING THE GUARANTEE
COVERAGE OF GRAINS QUE DAN PURSUANT TO LETTER OF
INSTRUCTION NO. 704

Pursuant to Letter of Instruction No. 704, dated June 9, 1978,
the following Rules and Regulations governing the operations of the
guarantee coverage of grains quedan are hereby promulgated:

Section 1. Definition of Terms - Unless otherwise specified,
the following terms used in these Rules and Regulations shall mean.

1.1 Fund - The QUedan Guarantee Fund established under
LOI No. 704 to gl.J.arantee the existence of palay deposit
covered by grains qued.an up to 66-2/3% of the outstanding
loan;

1.2 Grains Quedan (GQ) -simply known otherwise as quedan,
is a negotiable warehouse receipt by the tenns of which
the palay deposit in a bonded warehouse, duly licensed by
NGA, shall be delivered to the depositor or upon his order,
or to hearer or holder in due course for value of the said
receipt upon demand.

1.3 Palay Deposit--- a quan~ty of unhulled or unhusked grain
of rice delivered to an accepted by a bonded warehouse
man for the purpose of storage and for which a quedan is
isssued; or a quantity of palay owned by a bonded ware
houseman stored in his warehouse and for which a quedan
is issued in his own name subject to NGA's requirements as
to previous inspection and affidavit of ownerships of the
commodity.

1.4 NGA - the National Grains Authority, a body corporate
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organized and existing under and by virtue of Presidential
Decree No.4, as amended.

1.5 Board --- a group of officials, otherwise known as the
Quedan Guarantee Fund Board, which is empowered to
administer the Fund and is composed of the NGA Admi
nistrator as Chairman with the Central Bank Governor and
the Minister of Budget or their duly authorized represent
atives as Members.

1.6 Grains Businessman (GB) ~ a warehouseman, miller,
wholesaler and/or retailer duly licensed and accredited by
NGA or an Area Marketing Cooperative (AMC) endorsed
by the Bureau of Cooperatives Development (BCOD) and
likewise licensed by NGA.

1.7 Borrower -- A Grains Businessman who intends to secure
or in fact has secured a loan from a Lending Bank by
pledging grains quedans,

1.8 Lending Bank _~ any banking institution organized and
existing under the laws of the Republic of the Philippines
and duly authorized by the Central Bank of the Philippines
to participate in the grains quedan financing program.

1.9 Maturity of the Loan - the due date for the full payment
of the loan granted by a Lending Bank to a Grains Business
man as appearing in the promissory note and/or other legal
document; or an earlier date than as above specified
brought about by confirmed findings in a joint inspection
that the palay deposit is wholly or partially non-existent.

2.0 . Bond - an undertaking conditioned to respond or answer
for the value of the palay actually delivered and received at
any time the warehouseman is unable to return said palay
deposit or to pay for its value.

Section 2. Purpose of the Fund -- The Fund has been estab
lished to further strengthen the integrity and acceptability of grains
quedan by undertaking to guaranty the existence of palay deposit
when said quedan is pledged by a Grains Businessman with a Lending
Bank and thereby develop the quedan as a convenient credit instru
ment for channelling the banking sector's loanable funds for the
augmentation of the working capital of Grains Businessmen in their
palay procurement operation and enhance the stabilization of palay
farm price.

Section 3. Administration of the Fund - the Fund shall be
administered as hereunder outlined:

3.1 The Fund and monies accruing to it shall be administered
by the Board.

3.2 The Board shall adopt such policies, rules and regulations
as may be necessary to administer the Fund and to effect
ively achieve the objective of the Grains Quedan Financing
Program.

3.3 The Board shall create a staff which shall assist in the
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processing of applications for guarantee coverage, claims
for guarantee payments of lending bank and in other
matters pertaining to the administration of the Fund.

Section 4. Eligible Quedan for Guarantee Coverage -- only
quedans covering palay deposit pledged by a Grains Businessman for
the purpose of securing commodity loan from a Lending Bank shall
be eligible for guarantee coverage.

Section 5. Extent of the Coverage -- the Fund shall guaranty
the existence of palay deposit covered by quedan up to an amount
equivalent to 66-2/3% of the outstanding loan.

Section 6. Extent of Liability of the Fund - the liability of the
fund to the Lending Bank shall be up to 66-2/3% of the outstanding
loan, exclusive of interest and other charges, after deducting the sales
proceeds of existing palay deposits, if any, provided that the non
payment of said loan is due to the non-existence of palay deposit
covered by the pledged. quedan.

Section 7. Requirements for Guarantee Coverage - a Lending
Bank desiring to avail of the guarantee coverage on quedans pledged
for commodity loans by Grains Businessman must comply with the
following requirements:

7.1 The execution of a Guarantee Agreement with the Baud
in a prescribed fonn (Annex A);

7.2 After the execution of the Guarantee Agreement and for
as long as it is in full fOlee and effect, the Lending Bank
shall submit to the Board within fifteen (15) calendar days
from the date of loans a List of Quedans for guarantee
coverage in a prescribed form (Annex B). The list shall be
submitted directly to the Board either through personal
delivery or through registered mails. In the first case, the
date of acknowledgment by any authorized representative
of the Board on the copies of List filed or submitted; and
in the second case, the date of mailing postmarked on the
envelope or the registry receipt shall be considered as the
date of filing or submission; and

7.3 The remittance of the guaranty fee to the Board together
with the List of Quedans for Guaranty Coverage.

Section 8. Effectivity of Guarantee Coverage _. After the List
of Quedans for Guarantee Coverage shall have been submitted by
the Lending Bank and consequently approved by the Board, the
effectivity of the guarantee coverage shall retroact to the date of the
submission of the said List as provided for in Section 7.2

Section 9. Guarantee Fee - a gurantee fee of one (1%) percent
per annum of the amount of every loan extended to Grains Business-
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men shall be paid by the Lending Bank to the Board. Said fee shall
not be passed on to the Borrower and non-refundable in case of can
cellation of the guarantee coverage due to any of the grounds enume
rated in Section 15.

Section 10. Joint Inspection of Stocks ~ In the event of failure
of Grains Businessman to pay wholly or in part his loan upon
maturity, the Lending Bank shall within fifteen (15) calendar days
notify the Board after which a joint inspection by authorized repre
sentatives of the Lending Bank and NGA (acting on behalf of the
Board) shall be conducted for the purpose of assessing the quality
and quantity of the palay deposit covered by the quedan. A joint
inspection may likewise be conducted even before the maturity of
the loan at the instance of the Lending Bank or NGA. After the
joint inspection, a report in a standard NGA format shall immediately
be submi tted to the Board.

Section 11. Purchase Guarantee of Palay Deposit ~ At the
option of the Lending Bank, NGA shall purchase the existing palay
deposit equivalent to the outstanding loan covered by grains quedan
at the prevailing government support price upon maturity of the
loan.

Section 12. Conditions for Claim Against the Fund ~ Before
filing any claim against the Fund, the Lending Bank shall first exhaust
the following courses of action to collect payment of outstanding
loan depending on the findings of the joint inspection.

12.1 If the value of the existing palay deposit is sufficient to
satisfy the outstanding loan, the Lending Bank must sell
the said deposit either to a third party or to NGA as pro
vided for in Section 11. In either case, the proceeds of
the sale shall be applied to the outstanding loan.

12.2 If the value of the existing palay deposit is not sufficient
to satisfy the outstanding loan, the Lending Bank shall
likewise sell the said deposit as outlined above and the
proceeds of sale shall be applied to the outstanding loan
and, thereafter, only the remaining unpaid loan shall be
subject for claim against the Fund to the extent provided
for in Section 6.

12.3 If the palay deposit is non-existent, the Lending Bank
shall proceed to claim against the Fund, likewise to the
extent provided for in Section 6.

Section 13. Payment of Claim ~ The Board shall pay the
guarantee claim to the extent allowed under Section 6, subject to the
conditions forth in Section 12 and after the Lending Bank shall have
filed a Claim fQr Guarantee Payment in he prescribed from (Annex
C); provided, that the guarantee coverage shall not have been can
celled or nullified under any of the grounds enumerated in Section
15.
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Section 14. Application and Remittance of Recoveries - Any
amount recovered or collected fmm the Borrower and/or the Bonds
subsequent to the payment of claim against the Fund shall be applied
to the unpaid loan on a pro rata basis of 66-2/3% to the Fund and
33-1/3% to the Lending Bank. The collected amount due the Fund
shall, without necessity of demand, be remitted to the Board within
fifteen (15) calendar days from date of collection; otherwise, the
Lending Bank shall pay an amount equivalent to one (1%) percent
per month on the amount due as liquidated damages and another one
(1 %) percent per month as interest thereon computed from the date
of collection up to the date of remittance. In addition, such violation
shall constitute a ground for disapproval of future application for
guarantee coverage.

Section 15. Grounds for Cancellation or Nullification of
Guarantee Coverage --. Any of the following shall be a ground for
cancellation or nullification of guarantee coverage and/or non-pay
ment of guarantee claims:

15.1 When there is collusion between the Borrower and the
Lending Bank in the extension of credit to the prejudice
of the Fund. Collusion exists when the Borrower and the
official(s) and/or employeers) of the Lending Bank enter
into an agreement for fraudulent purposes or whenever
said parties conspire to defraud the Fund;

15.2 Where the Lending Bank made false statements, mis
representation, omission or concealment in the reports
submitted to. and/or in the claims filed with the Board;
and/or

15.3 Where the Lending Bank violates any of the provisions of
these Rules and Regulaions.

The aforementioned statements lIhall not preclude the Board
from cancelling or nullifying its guarantee coverage for other causes
conceming fraud, bad faith or other machinations.

Section 16. Applicability of Other Penalties -- The penalties
provided for in these Rules and 1Wgulations shall be without pre
judice to the imposition of other administrative sanctions as well
as the filing of civil and/or criminal CI8llfl 18 may be warranted by
circumstances.

Section 17. Amendments -- These Rules and Regulations may
be amended motu propio by the Bosed.

Section 18. Effectivity - These Rules and Regulations shall
take effect upon approval.

Unanimously approved this
1978 at Manila, Philippines.
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JESUS T. TANCHANCO
Administrator, National Grains Authority

CHAIRMAN

G. S. LICAROS
Governor, Central Bank of the Philippines

MEMBER

JAIME C. LAYA
Minister, Ministry of the Budget

MEMBER
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CIRCULAR NO. 625
August 18, 1978

FURTHER AMENDING CIRCULAR NO. 536,
AS AMENDED

The Monetary Board, in its Resolution No. 1309 dated August
4, 1978, approved the following amendments to Circular No. 536,
as amended by Circular No. 571, prescribing an investment-deposit
ratio for commercial and thrift banks:

SECTION 1. Item 2 of Circular No. 536 is hereby amended
to read as follows:

"In case a bank has two or more offices (i.e., head office
and/or branches, etc.) in a particular regional grouping, the
policy may be deemed complied with if the aggregate invest
ment of such bank's offices is not below 75% of its aggregate
deposit held in that region; provided, however, that the bank
may be permitted to devote at least 60% of said 75% ratio of
aggregate investment to loans for the financing of agricultural
and export industries; and, provided, further, that any bank
which finds difficulty to comply with this requirement may be
pennitted to make arrangements with any government financial
institution that may be willing to transfer some of its loan
accounts to the said bank so that the surplus funds of such bank
may be properly invested in that area; Provided, finally, that
loans granted by offices in a region may be assigned and consi
dered part of the loans/investments of offices in another region,
subject to the presentation of acceptable proof that the end
users of the loan proceeds are located in the latter region. Ac
ceptable proof may include but need not be limited to the fol
lowing: (a) ticket showing that the loan proceeds were released
by an office in that region and/or (b) cable advice from the
lending office to the office in the region where end-users are
located reo approval of loan and release thereat"
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SEC. 2. The second to the last pangraph of the same Circular
is hereby amended to read as follows:

"With the exception of Item 6 hereof which, in the case of
thrift banks, shall take effect December 31, 1976, this Circular
shall take effect immediately. However, for purposes of deter
mining compliance with the investment-deposit ratio, banks
shall be granted a six months grace period from every reportiD@
date within which to invelJtibeir loanable funds."

SEC. 3. This Circular shall take effect immediately.

(SOD.) G.S. LICAROS
Govemor

000

CIRCULAR NO. 626
August 21, 1978

REGULATIONS GOVERNING LIVESTOCK FINANCING
AND LOANS FOR AGRICULTURAL INPUTS

OF THRIFT BANKS

The Monetary Board, in ita B.-obltion No. 1374 dated Augult
18. 1978. adopted the following~n8 governing loans to 1ft.
courage the breeding. raising aDd production of cattle and otber
livestock and for the acquisition of agricultural inputs, for the
purpose of implementing the provisions of subsections (b) (1) aDd
(b) (3) of Section 31 of Republic Act No. 337, as amended. and
Section 5 (a) of Republic Act No. 3779, as amended.

A. Liuestock Financing

1. Livestock financing shaD refer to loans granted to en
courage the breeding, raising and/or production of livestock, in
cluding but not limited to cattle. carabao. goats and pigs, as well _
of poultry.

2. Such loans shall have a maturity of not more than three
(3) yeam: Proutded, That the portion of the livestock loans utilized
for capital expenditures may have a maturity of not more than (5)
years: Prouided, further, That maturities of livestock loans funded
under special financing progr'BIM shaD be subject to the rules of
such special financing programs.

B. Loans for Agricultural Inputs

1. Agricultural inputs lIball nller to seeds, feeds, fertilize~

nutrients, chemicals, pesticidel, herbicides, rodenticides and other



similar items necessary to directly sustain the growth of an agri
cultural product. In the case of loans to end-users directly engaged
in agricultural production, other items/services necessary to directly
sustain the growth of an agricultural product shall also be considered
as agricultural inputs.

2. Loans for the acquisition of agricultural inputs may be
granted to end-users directly engaged in agricultural production, as
well as to persons and entities engaged in the processing, storage,
marketing or distribution of agricultural inputs, secured by any of
the following collateraJs:

8. Real estate mortgage;

b. Chattel mortgage on farm machinery and equipment,
or on work animals, or on growing/standing crops, or on stored
crops in bonded warehouses, in the case of end-users;

c. Chattel mortgage on properties used in the business
of the borrower;

d. Government securities; and

e. Other acceptable collaterals,

3. Loans to end-users directly engaged in agricultural production
shall have a maturity of not more than three (3) years or one (1)
crop season, whichever is shorter. Loans to persons or entities en
gaged in the processing, storage, marketing or distribution of ag
ricultural inputs shall have a maturity of not more than three
(3) years.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Govemor

000

CIRCULAR NO. 627
August 21, 1978

INCREASED LOAN VALUES OF COLLATERALS
IN SPECIAL CASES

The Monetary Board, in its Resolution No. 1374 dated August
18, 1978, approved the increased loan values of collaterals in the
following special cases pursuant to the third paragraph of Section
78 of Republic Act No. 337, as amended:
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1. Loans for home building and subdivision development for
low and middle-income families against real estate security may be
granted up to eighty per cent (80%) of the appraised value of the
real estate security: Provided, That -

a) such loans shall not be made unless the title to the
real estate security is in the name of the borrower or mortgagor;
and

b) the subdivision/housing project or plan has been
approved by the proper authorities;

or up to ninety per cent (90%) of the appraised value of the real
estate security if such loans are fully guaranteed by the Home
Financing Commission (HFC) or other similar government institu
tions, in addition to the foregoing conditions.

2. Loans for the acquisition of any instrument, machinery
and other equipment for the use of the borrower in the production,
processing, transformation, handling or transportation of agricultural
and industrial products may be granted up to sixty per cent (60%) of
the appraised value of the assets so acquired with the proceeds of the
loan: Provided, That such loans shall not be made unless title to the
chattels is in the name of the borrower or mortgagor.

If such loan is secured by real estate, the loan may amount up to
eighty per cent (80%) of the appraised value of the real estate:
Provided, That title to the real estate security is in the name of the
borrower or mortgagor.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 628
August 21, 1978

AMENDING CIRCULAR NO. 552 ON RESERVES
AGAINST DEPOSIT AND DEPOSIT SUBSTITUTE

LIABILITIES OF BANKS

The Monetary Board, in its Resolution No. 1374 dated August
18,1978, amended Section 1 of Circular No. 552 to read as follows:

"SECTION 1. Reserves Against Deposit Liabilities in Local
Currency
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"The required reserves against deposit liabilities m local
currency of banks shall be as follows:

"1. Commercial Banks, Land Bank of the Philippines and the
Philippine Amanah Bank

Against demand, time and savings deposits ~ twenty per
cent (20%) 0 f each type of deposit liability.

"2. Rural Banks

a) Against demand deposits --- fourteen per cent (14%)
of such deposit liabilities.

b) Against time and savings deposits -- eight per cent
(8%) of each type of deposit liability.

"3. Thrift Banks

a) Against demand deposits -- twenty per cent (20%)
of such deposit liabilities.

b) Against time and savings depositsr- eight per cent
(8%) of each type of deposit liability.

"4. Development Bank of the Philippines

Against time and savings deposits .- eight per cent (8%)
of each type of deposit liability."

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 629
August 21, 1978

SINGLE BORROWER'S LOAN LIMIT UNDER SECTION
32 OF REPUBLIC ACT NO. 337, AS AMENDED

The Monetary Board, in its Resolution No, 1374 dated August
18, 1978, approved the following regulations governing the grant
of additional indebtedness by a thrift bank to a single borrower
pursuant to the second paragraph of Section 32 of Republic Act
No. 337, as amended:
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The total indebtedness

G
0 borrower to a bank may amount

to a further fifteen per cent 15~) of the unimpaired capital and
surplus of such bank: Provide· at-

a) the additional indebtedness is for the purpose of
financing subdivision and/or housing projects for the low and
middle-income families;

b) the subdivision/housing projects have been approved
by the proper authorities; and

c) the loans to subdivilion and housing developers shall
be secured by a mortgage on real estate. title of which is the
name of the borrower or mortgagor.

This Circular shall take effect immediately.

(SOD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 630
August 21. 1978

REGULATIONS GOVERNING LOANS FOR
PERSONAL AND HOUSEHOLD FINANCE

OF THRIFT BANKS

The Monetary Board. in its Resolution No. 1374 dated August
18. 1978. adopted the following regulations governing loans for
personel and household finance of thrift banks for the purpose of
implementing the provisions of Section 31(a) of Republic Act
No. 337. as amended. and Section 5(a) of Republic Act No. 3779.
as amended:

1. Loans for personal and household finance. whether clean
or secured. shall include. but need not be limited to, household
appliance loans. car loans. house and car repair loans. educational
loans, loans for medical expenses. loans for the payment of income
taxes. and loans for working capital or inventory financing of market
stallholders. In any case. the purpose of all loans shall be stated in
the contract between the bank and the borrower or shall be set
forth in a statement signed by the borrower.

2. Clean loans for personal and household finance shall re
quire the signatures of the bonower and a co-maker (s) whose salary
or regular income is at .least equal to that of the borrower. In the case
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of a borrower whose responsibility and financial capacity are un
questionable as detennined by the bank, the signature of the bor
rower alone may suffice.

Banks shall require the borrowers and co-makers to submit a
certification from their employers of their monthly salary or regular
income. In case the borrower is self-employed, a certification by the
borrower of the source and amount of his regular income shall be
required. In all cases, the certification shall be under oath.

3. Clean loans for personal and household finance shall have
a maturity of not more than three (3) years. Loans for personal and
household finance secured by real estate or chattel mortgage shall
have a maturity of not more than five (5) years.

4. The maximum amount of clean loans to persons who are
self-employed shall be computed on the same basis as that applying
to permanent employees or wage earners. For this purpose, regular
income of persons who are self-employed shall be their average
monthly income during the 12-month period immediately preceding
the date of loan application.

5. Loans for personal and household finance may be granted
on the security of real estate or chattel mortgage, or savings and time
deposits specified in Section 31(a) of Republic Act No. 337, as
amended, including pledges and assignments of government secu
rities. Secured loans obtained for the purpose of acquiring durable
consumer goods shall have as principal security a lien on such goods
being acquired, the bank being empowered, however, to require
as additional security a lien or mortgage on other properties of the
debtor: Provided, That the lien on the goods being acquired out of
the proceeds of the loan need not be constituted if the borrower
executes a mortgage on real estate property, seventy per cent (70%)
of the appraised value of which equals or exceeds the amount of the
loan granted.

6. The aggregate outstanding loans for personal and house
hold finance secured by real estate or chattel mortgage shall not
exceed ten per cent (10%) of the total assets of the bank.

7. Extension beyond the original maturity date of the out
standing balance of clean loans for personal and household finance
may be allowed under the following circumstances:

a. For loans for medical expenses, the extension may be
for the same duration as the original period: Provided, That
thirty per cent (30%) of the loan shall have been paid.

b. For other loans mentioned in Item 1 above, the
extension shall not exceed one-half of the original period:
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Provided, That fifty per cent (50%) of the loan shall have
been paid.

The maturity of secured loans for personal and household
finance may be extended: Provided, That such extension shall
not exceed the duration of the original period: Provided, further,
That all accrued interest receivable and other charges have been paid
to the bank before such extension is made.

8. Clean loans for personal and household finance may be
renewed for any amount not exceeding the original amount thereof:
Provided, That at least fifty per cent (50%) of said original amount
shall have been paid.

Secured loans for personal and household finance may be
renewed for any amount not exceeding the original amount thereof
or the loan value of the coUaterals thereof, whichever is lower:
Prouided, That all accrued interest receivable and other charges have
been paid to the bank before such renewal is made.

9. Banks shall maintain adequate and accurate credit files
of their respective borrowers,

10. The appropriate superviling and examining department
of the Central Bank may recommend to the Monetary Board, for
a violation of the provisions of this Circular, the imposition of any
or a combination of the following sanctions:

a. Disqualification of the bank concerned from the
credit facilities of the Bank;

b. Prohibition of the bank concerned from the ex
tention of additional credit accommodations against personal
security; and

c. Sanction provided under Section 34 and 34-A of Re
public Act No. 265, as amended and Section 87 of Republic
Act No. 337, as amended.

11. This Circular supersedes Circular No. 454 and Memo
randum to All Thrift Banks dated April 1, 1975 and repeals or mo
difies other regulations inconsistent herewith.

This Circular shall take effect immediately.

(SGD.) G.S. LlCAROS
Governor
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CIRCULAR NO. 631
August 21, 1978

RULES GOVERNING THE GRANT OF AUTHORITY TO
THRIFT BANKS TO ACCEPT OR CREATE

DEMAND DEPOSITS

Pursuant to Section 72-A of Republic Act. No. 337, as
amended, the Monetary Board, in its Resolution No. 1374 dated
August 18, 1978, promulgated the following rules and guidelines
governing the grant of authority to thrift banks to accept or create
demand deposits:

SECTION 1. Procedural Requirements ~ Any thrift bank
desiring to accept or create demand deposits shall submit an appli
cation therefor in the fonn of a letter-request addressed to the Mo
netary Board which shall be evaluated by the appropriate supervising
and examining department of the Central Bank, taking into account,
among other things, (a) the capital, financial condition, and pro
fitability of earning capacity of the applicant bank; (b) existing pro
eedures and internal control system of the applicant bank; (c) the
ability of the bank's personnel to handle checking accounts; and
(d) the general compliance by the applicant bank with banking laws,
rules and policies, and all orders or instructions of the Monetary
Board and/or the Central Bank Management.

SECTION 2. Minimum Qualification Requirements ~ The
authority to accept or create demand deposits shall be granted only
to banks which meet the following requirements:

2.a. Capitalization

2.a.1.

2.a.2.

The applicant bank, regardless of its type and
location, shall have a minimum paid-in capital of
P12.5 million, including the minimum paid-in capital
required under the existing increased capitalization
programs, for an authority to accept or create
demand deposits from all types of depositors, in
cluding corporate depositors; or a minimum paid-in
capital of P6.0 million, including the. minimum paid
in capital required under the existing increased ca
pitalization programs, for an authority to accept
or create demand deposits from natural persons
only.

The tenn "paid-in-capital" as used herein shall in
clude paid-in surplus and shall be unimpaired by
valuation reserves or adjustments to capital accounts
as may be required by the Central Bank, whether
booked or unbooked, or whether or not the setting
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up and/or booking of such valuation reserves has
been allowed on a a~ezed basis.

2.a.3. Stock dividends shall be considered accretions to
paid-in capital only if there is an actual declaration
and issuance of stock dividends in accordance with
applicable laws and regulations.

2.a.4. The conversion of eamed surplus/undivided profits
to paid-in surplus to cover premiums on stock
dividends shall not be pennitted.

2.b. Financial Condition

2.b.1.

2.b.2.

2.b.3.

The bank shall not have incurred any capital de
feciency in any day computed under Section 30
of Republic Act No. 337, as amended, and the
corresponding implementing roles and regulations
of said provision of law, during the six (6) months
period immediately preceding the filing of its appli
cation, and/or any capital deficiency from the date
of grant of authority to the day before checking
account services are offered or extended to the
public.

The applicant bank shall not have incurred any net
deficiency in relervel against deposit liabilities/
deposit substitutes in any week during the six (6)
months period immediately prior to the filing of its
application and/or any net reserve deficiency from
grant of authority to the day before checking account
services are offered or extended to the public.

The applicant bank shall have had. profitable ope
rations during the last three (3) years prior to the
tiling of its applicltion.

SECTION 3. Limitations and Reatrictio1l8 - The authority
to accept demand deposita shall be subject to the following
limitations and restrictions:

3.a. Checking account facilities may be extended to
natuwl pemolll only, or to all types of depositon,
including corporate depOiitors, as the case may be,
depending on the paid-in capital of the bank as p~.
cribed in Section 208.1 of this Circular. However,
a bank autholized to extend, checking account fa·
cilities to natu.ral. persons only, which subsequently
meets the paid-in capital of P12.5 million and desiJe&
to extend demaDd deposit facilities to all types of
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depositors, shall submit an application therefor and
be subject to the same procedural requirements
specified in Section 1 of this Circular.

3.b. Banks may accept demand deposits only after a
permit therefor has been issued by the Governor
upon the recommendation of the appropriate super
vising and examining department, which permit shall
be issued only after the bank shall have presented
satisfactory proofs that its personnel possess the ne
cessary training and/or experience and its facilities
are adequate to operate and/or service demand de
posits, that it has adopted appropriate and adequate
systems, procedures and internal control systems as
herein required, and that it has satisfactorily
complied with all other conditions/requirements
imposed in this Circular.

For purposes of the required training and/or experience,
attendance at appropriate seminars, workshops, on-the-job
training and/or experience of an officer/employee designated to
handle the demand deposit operations for at least six (6)
months may be considered.

3.c. To maintain the stability of the thrift banking
system, advertisement on the grant of authority
to any thrift bank to accept or create demand depo
sits subject to withdrawal by check that tends to
prejudice the thrift banks not yet given similar
authority shall not be allowed.

3.d. The provisions of existing rules and regulations go
verning demand deposits or checking accounts such
as CB Circular No. 549 dated December 6, 1976
prohibiting bank officers and employees from
opening or maintaining demand deposit accounts
with the banking office in which they are employed/
assigned and Memorandum to All Banks dated No
vember 15, 1976 prohibiting temporary overdrawings
against demand deposits, shall apply to thrift banks
authorized to accepts or create demand deposits.

SECTION 4. Procedures and Internal Control System - Thrift
banks that may be authorized to accept checking accounts shall
adopt appropriate systems and procedures and adequate internal
control systems to enhance their efficiency, as well as to prevent
or deter the commission of fraud and to assure satisfactory expe
rience with the demand deposit accounts. As minimum requirements
insofar as internal controls are concerned, said banks shall adopt the
"Minimum Control Standards" for deposit accounts prescribed under
Circular-Letter to All Banks dated November 29, 1976.
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SECTION 5. Miscellaneous Requirements - Officers and em
ployees involved in demand deposit operations shall be bonded
adequately and/or covered by adequate blanket insurance coverage.

Any thrift bank authorized to accept demand deposits may
participate in the Central Bank clearing operations and shall comply
with all applicable rules and regulations governing CB clearing
operations.

SECfION 6. Penal Clause - Any violation of these rules
shall subject the bank concemed, the officers and/or employee.
responsible for such violation to the sanctions provided under
Sections 34 and 34·A of R.A. No. 265, as amended, without pre
judice to such criminal action as may be warranted under the
circumstances.

SECTION 7. This Circular shall take effect immediately.

(SOD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 632
September 20,1978

Pursuant to Monetary Boud Resolution No. 1543 dated
September 8. 1978. the folowing amendments to existing rul8ll.
regulations and procedures governing the rediscounting of eligible
papeD covering exports and small scale/cottage industries with
aI8eta not exceeding P1 million. under Sec. 87 of R.A. 265. u
amended. shall take effect immediately:

1) Any bank that is eligible to Ndilcount and whose rediscount
ceiling has already been saturated or tully availed of shall be
entitled to an increase in its existing rediscount ceiling to the
extent of 50%. which shall be used exclusively for the financing
of non-traditional exporta/1IUIl scale/cottage industries;

2) The proceeds of any rediscounting application covering exports/
amaJl scale/cottage induKriel shall be credited to the demand
deposit account of the applicant bank on the same date the said
application is filed with the Department of Loans and Credit.
Central Bank. provided mch application is received at or be
fore 12:00 noon;

3) If after due processing. aay or an of the papers offered/redis
counted are found ineligible/unacceptable as collateral for the
loan, the clearing account of the commercial bank concerned
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shall be debited immediately for the amount corresponding
to the loan value of the ineligible/unacceptable collaterals, plus
accrued interest, at a rate which shall be 2% higher than the
preferential rate for export-small scale/cottage industry
papers; and

4) All existing circulars, orders and/or instructions inconsistent
herewi th shall be deemed revoked and/or modified accordingly.

It is understood that the maximum lending rate to be charged
by commercial banks for papers covering exports and small scale/
cottage industries with assets not exceeding PI million shall remain
at 9% per annum plus bank charge not exceeding 1% as provided
for under Circular No. 610 dated May 19, 1978.

(SGD.) AMADO R. BRINAS
Senior Deputy Governor

000

CIRCULAR NO. 633
September 25, 1978

AMENDING CIRCULAR NO. 373, AS AMENDED
BY CIRCULAR NO. 614

In consonance with Customs Memorandum Order Nos. 43-78
and 44-78 dated September 8 and ~ugust 29, 1978, respectively,
expanding the collection of export liuty and premium duty to the
outports, the following amendments to Circular No. 373 dated July
2, 1978, are hereby promulgated to allow branches of authorized
agent banks operating in the outports to accept payments, submit
daily collection reports of export duty and premium duty and
remit said collections to the Central Bank of the Philippines thru
the Revenue Collection Office and its Revenue Collection Regional
Units.

SECTION 1. The first paragraph of Item No.3 of Circular
No. 373 is hereby amended to read as follows:

"Authorized agent banks and their branches collecting the
export duty and premium duty shall issue official receipts for
the amounts collected on the official receipt forms prescribed
by the Central Bank of the Philippines. For their requirements,
authorized agent banks shall requisition the official receipt
forms from the Cash Department, Central Bank of the Philip
pines. However, bank branches inthe cities of Cebu, Davao,
Cagayan de Oro and Iloilo shall requisition their receipt forms
from their respective RCO·Revenue Collection Regional Units.
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Such forms shall be treated as accountable forms by the
collecting banks concerned."

SECTION 2. The first pa.ragraph of Item 4 of Circular No. 373
is hereby amended to read as follows:

"The authorized agent banks shall submit to the Revenue
Collection Office, Central Bank of the Philippines, a dally
summary of collection of export duty and premium duty
collected by them and their branches within the Greater Manila
Area, not later than 5:00 PM. on the business day next
following the date of collection. For collections made by
branches of authorized agent banks located outside the Greater
Manila Area, the daily summary of collections of export duty
and premium duty shall be submitted through their respective
Head Offices as soon as possible but not later than seven (7)
days after receipt of collection. However, for collections made
by bank branches operatiag in the cities of Cebu, Davao,
Cagayan de Oro and Iloilo, the daily summary of collection of
export duty and premium duty shall be submitted to the
respective RCO-Revenue Collection Regional Units not later
than seven (7) days after rece~tof collection. Notwithstanding
that an authorized agent bank or branch thereof may not have
made any collection of export 1uty and premium duty on a
particular business day, the daily summary of collection shall
nevertheless be submitted, with indication that no such duties
were collected on said day."

SECfION 3. Item 5 of Circular No. 373 is hereby amended
to rem as follows:

"All collections of export duty and premium duty made
by authorized agent banks and their branches shall be remitted
to the Central Bank of the Philippines by the authorized agent
bank concemed either by Cashier's, Manager's or Treasurer's
Checks within seven (7) days from date of collection. However,
remittances for collections of export duty and premium duty
made by bank branches operating :in the cities of Cebu, Davao,
Cagayan de Oro and Iloilo shall be submitted to the respective
RCO·Revenue Collection Regional Units. Any collections not
remitted. within the siid penod of seven (7) days shall be
debited against the demand deposit account with the Central
Bank of the Philippines of the authorized agent bank
concerned."

SECTION 4. This Circularshall take effect on Octoberl,1978.

(SGD.) AMADO R. BRINAS
Senior Deputy Governor
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CIRCULAR NO. 634
October 3, 1978

AMENDING FURTHER CIRCULAR NO. 567,
AS AMENDED, ON THE UNIFORM GUIDELINES

FOR THE ESTABLISHMENT OF BANKING OFFICES

The Monetary Board, in its Resolution No. 1567 dated Septem
ber 15, 1978, amended further Circular No. 567, as amended, on
the uniform guidelines to govern applications of banks for the
establishment of banking offices, as follows:

SECTION 1. Item 2 of Circular No. 567, as amended by Circu
lar No. 590, is hereby further amended to read as follows:

"2. No application for the establishment of additional
offices shall be accepted by the Central Bank from a bank
which has six (6) approved but unopened banking offices (in
cluding savings agencies and money shops): Provided, That
applications which may be accepted at any given time from a
bank shall be such that if all these applications were approved,
the applicant bank shall not have authorized but unopened
offices in excess of the limitations herein prescribed.

Applications may be accepted from all banks for any area
or locality on a first-come, firts-served basis, regardless of
whether or not there are approved but unopened banking
offices in the area or locality: Provided, That such applications
shall be processed, on a priority basis, only when there are less
than two (2) approved but unopened banking offices, irrespect
ive of type and category, (excluding head offices, and other
banking offices not opened within the extension period granted)
in the same area or locality."

SEC. 2. A new provision is hereby added after Item 5 of Circu
lar No. 567, as amended, and numbered as Item 6, as follows:

"6. Approved banking offices, other than head offices,
shall be opened within six (6) months from date of approval
thereof: Provided, That the applicant bank may be given a
final extension of another three (3) months subject to the
presentation of proof that the said banking office can be
opened within this period."

This Circular supersedes Circular No. 590, and shall take effect
immediately.

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor
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CIRCULAR NO. 635
October 12, 1978

Pursuant to Monetary Board Resolution Nos. 959, 1277,1396,
1488 and 1543 dated June 16, July 28, August 18, September 1 and
8, 1978, respectively, the provisions of Circular No. 610 dated
May 19, 1978, specifically Item l.A. of Section 1 thereof, is here
by amended to read as follows:

SECTION 1. Loan Values and Interest Rates

CB
Rediscount

Loan Rate
Value (per annum)

1.A. Eligible Paper with One
Year Maturity or Less

For Rural Banks -

l.A.1. Supervised Credits:

Masagana 99 Rice)
Production & Ma-)
saganang Maisan ) 100% 1%
Programs other )
than Agrarian )
Refonn )
Refonn

Agrarian Refonn 100% 1%

Maximum
Bank

Lending Rate
(per annum)

10% (plus
services and
bank charges
not
exceeding
3%)

10% (plus
service and
bank charges
not exceed
ing 2% or
P150 p. a.
whichever is
lower)

Other Supervised
Credit Papers 100%

Grains Quedan 100%
Financing - Palay
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vice and bank
charges not
exceeding 2%)

4% 9% (plus bank
charge not ex
ceeding 1%)



CB Maximum
Red~count Bank

Loan Rate Lending Rate
Value (per annum) (per annum)

l.A.2. Non-Supervised Credits:

Agrarian Reform )
Agricultural, In- ) 80% 4%
dustrial and Com-)
mercial Papers

For Commercial/Thrift Banks -

12% (secured) .
14% (unse

cured)

l.A.3. Export-oriented )
industries under )

MAAB No. 64 )
and Cir. 223 as )
amended )

)
1.A.4. Production of )

rice and com, )
poultry and pig- ) 80% 4% 9% (plus bank
gery, fishing feed ) charge not ex-
grains and sorg- ) ceeding 1%)
hum, (For Masa- )
gana 99/Masaga- )
nang Maisan, Ag- )
rarian Refonn )
and other super- )
vised credit, the )
provisions of )
I.A.I shall ap - )
ply.) )

l.A.5. NGA papers for:

a. Local purchases )

and importations)
of rice/palay )

) 100% 3% 6%
b. Local procure- )

ment of com,· )
sorghum, soy )
beans and mongo)

)
c. Importations of )

wheat and feed- 80% 3% 6%
grains
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CB Maximum
Rediscount Bank

Loan Rate Lending Rate
Value (per annum) (per annum)

1.A.6. Priority I-A:
a. Grains Quedan 100% 4% 9% (plus bank

Financing-Palay charge not ex-
ceeding 1%)

b. Per Cir. 223, as
amended 80% 4% 9% (plus bank

charge not ex-
ceeding 1%)

1.A.7. Small-scaleI
cottage indus-
tries 80% 4% 9% (plus bank

charge not ex-
ceeding 1%)

1.A.8. Copper, nickel
metal and
nickel and co-
balt in mixed sul-
phides 80% 4% 6% (plus bank

charge not ex-
ceeding 2%)

1.A.9. Priority I-B and
C (per Cir. 223 60% 9% 12% (secured)
as amended) 14% (unse-

cured)

This Circular shall take effect immediately and all existing eir-
culars, orders andlor instructions inconsistent herewith shall be
deemed revoked and/or modified accordingly.

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR NO. 636
October 20, 1978

AMENDING SECTION 40 OF CIRCULAR NO. 157,
AS AMENDED

Pursuant to Monetary Board Resolution No. 1687 dated Octo
ber 13, 1978, Paragraph (a) of Section 40 of Circular No. 157, as
amended (Rules and Regulations for Savings and Loan Associations),
is hereby further amended to read as follows:
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"(a) For each loan, a non-stock savings and loan asso
ciation is authorized to charge the following:

(1) Handling and service fee in an amount not exceeding
one per cent (1%) per annum of the loan granted or
the outstanding balance thereof, whichever is lower;
Provided, That the Association may charge a mini
mum fee of Three Pesos (P3.00); and

(2) Legal and documentation fee of Ten Pesos (10.00),
exclusive of the actual cost of documentary stamps
used.

"Collection of charges on loans of stock savings and loan
associations shall be governed by Circulars No. 504 and 586."

This Circular shall take effect immediately.

FOR THE MONETARY BOARD: -;.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 637
November 7 1978

RULES AND REGULATIONS GOVERNING THE ADOPTION OF
THE UNIFORM SYSTEMS OF ACCOUNTS FOR THE PHILIPPINE
NATION AL BANK, DEVELOPMENT BANK OF THE PHILIPPINES,
LAND BANK OF THE PlflLIPPINES, AND PHILIPPINE AMANAH
BANK

Pursuant to Monetary Board Resolution No. 1726 dated Octo
ber 20, 1978, the Philippine National Bank, Development Bank of
the Philippines, Land Bank of the Philippines, and Philippine Ama
nab Bank are hereby required to adopt the Uniform Systems of Ac
counts prescribed in the appropriate Manuals of Accounts, under the
following guidelines and/or regulations:

1. The strict adoption/implementation of the Uniform Sys
tems of Accounts and/or full compliance with this require
ment, subject to penalties/sanctions for any violation
thereof, shall be effective January 1, 1980. However, for
meeting reportorial requirements of the Central Bank and
for purposes of published statements, the accounts spe
cified in the said Manuals of Account shall be adopted/
used beginning January 1, 1979.
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2. The following pen.tiea/saactions, whenever applicable,
shall be imposed upon, any or aD. of the said government
banks for failure or refusal to adopt the prescribed Uni
fonn Systems of Accounts or any of the applicable ac·
counts contained therein or for UIing/adopting any genent
ledger account not specified in the said Manuals of Ae-
counts without prior written approval of the Governor
of the Central Bank:

a. Penalties prescribed under Sections 34 and 34~A of
Republic Act No. 265, asamended;

b. Suspension or revocation of the authority to engage
in quasi-banking functions; and

c. Such other penalties/sanctions authorized by law.

3. Any provisions (s) of existing regulations inconsistent with
the foregoing are hereby revoked, amended or modified
accordingly.

4. These regulations shall take effect immediately.

(800.) G. S. LICAROS
Govemor

000

CIRCULAR NO. 638
. Novembee 8, 1978

GOVERNMENT SECURITIES ELIGIBLE AS RESERVES AGAINST
DEPOSIT AND DEPOSIT SUBSTITUTE L1ABIlJTIES OF BANKS
AND NON-BANK FINANCIAL INTERMEDIARIES AUTHORIZED

TO ENGAGE IN QUASI~BANKING FUNCTIONS

The Monetary Board, in its Resolution No. 1794 dated Novem
ber 3, 1978, promulgated that gOYemment securities eligible as
reserves against deposit and depQSit substitute liabilities of banks and
non-bank financial intennediariel with quasi-banking functions shall
be limited to bonds or other evidences of indebtedness repreeenting
direct obligations of the Govemment of the Republic of the Philip
pines having the following minimum features/conditions:

1. The securities must bear an interest rate of not more than
4 per cent per annum, and m1llt be non-negotiable provided that
they shall carry Central Bank support; and
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2. The instrument must expressly state in its face the amount,
maturity date and interest rate of the obligation.

Other government securities being used for reserve purposes
shall continue to be eligible as such, provided, that whenever said
securities shall have matured, they shall be replaced by securities
carrying the above features.

This Circular amends Sections 2 and 4 of Circular No. 552,
and Section 3 of Circular No. 553, both dated January .17,1977.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 639
November 10, 1978

Pursuant to Monetary Board Resolution No. 1784 dated No
vember 3, 1978, the following amendments to existing rules, reg
ulations and procedures governing the rediscounting of eligible
papers covering exports and small scale/cottage industries with assets
not exceeding PI million as well as the production/exports/trading
of sugar, rice and tobacco under Sec. 87 of R.A. No. 265, as amend.
ed, shall take effect immediately:

.1) Any bank that is eligible to rediscount and whose ftldiB
count ceiling has already been saturated or fully availed
of shall be entitled to an increase in its existing ftldill·
count ceiling to the extent of 50%, which shall be UMd
exclusively for financing non-traditional exports/lmd
scale/cottage industries and the production/exports/
trading of sugar, rice and tobacco, provided that avail
ments for the production/exports/-trading of sugar, rice
and tobacco shall not exceed one-half (1/2) of the 50%
increase in its rediscount ceiling;

2) The proceeds of any rediscounting application covering
exports/small scale/cottage industries shall be credited
to the demand deposit account of the applicant bank on
the same date the said application is filed with the Depart
ment of Loans and Credit, Central Bank, provided such
application is received at or before 12:00 noon;

3) If after due processing, any or all of the papers offered/
rediscounted are found ineligible/unacceptable as collateral
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for the loan, the clearing account of the commercial bank
concemed shall be debited immediately for the amount
corresponding to the loan value of the ineligible/-unac
ceptable collaterals, plus accrued interest, at a rate which
shall be 2% higher than the preferential rate for loans
against exports/small scale/cottage industry papers; and

4) All existing circulars, orders and/or instructions inconm
tent herewith shall be deemed revoked and/or modified
accordingly.

It is understood that the maximum lending rate to be charged
by commercial banks for papers covering exports and small scale/
cottage industries with assets not exceeding PI million as well as the
production/exports/trading of sugar, rice and tobacco shall be at 9%
per annum plus bank charge not exceeding 1% as provided for under
Circular No. 635 dated October 12, 1978.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 640
November 20, 1978

In further implementation of Executive Order No. 206 of the
President of the Philippines dated January 9, 1970 and amended by
Executive Order No. 339 dated September 9, 1971 and Presidential
Decree No. 1045 dated November 5, 1976, directing the Central
Bank of the Philippines to receive payment of national internal re
venue taxes through its authorized agent banks, the following rules
and regulations arehereby promulgated:

SECTION 1. The following national internal revenue taxes shall be
Collected under these arrangements:

BIR CLASSIFICATION

1. Individual Income Tax

2. Corporate Income Tax

3. Estate Taxes
4. Donor's Taxes
5. Specific Taxes
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BTR/GFS CLAS-
SIFICATION

Individual Income
tax
Corporate Income
Tax
Death & Gift Taxes
Death & Gift Taxes
Selective Excises on
Goods

BTR/GF
BTR/GFS

CODE

1.2.0

1.1.0
4.4.0
4.4.0

5.2.0



BIR CLASSIFICATION

6. Specific Taxes
Imported

7. Privilege Taxes on
Business (Fixed Taxes)

8. Percentage Tax on
Business (Gross Receipts)

9. Percentage on Stock
Transactions

10. Compensating Tax.

11. Percentage Tax on
Gross Receipts of
Night Clubs, Cabarets,
Jai-Alai

12. Annual Graduated
Fixed Tax

13. Percentage on Insu-
rance Premiums

14. Mining Occupation Fee

15. Rentals on Coal Bearing
Land

16. Royalties

17. Amusement Tax: Winnings
in Race Tracks & Jai-Alai

18. Forest Charges
19. Rental of Forest Lands

20. Fees of Weights & Measures
21. Firearms Tax

22. Firearms Initial & Annual Fees
23. Annual Hunting Permit
24. Radio Fees
25. Tobacco Inspection Fees
26. Water Rentals
27. Large Power Development Tax
28. Tax on Timber: UP Information

Fund
29. Wood Conservation Fee

(FORPRIDECOM Fund)
30. Special Franchise Tax)

Manila Jockey & )
Phil. Racing Club )
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BTR/GFS CLAS· BTR/GFS
SIFICAT/ON CODE

Selective Excises on
Goods 5.2.0

Business & Profes-
sional Licenses 5.5.1

General Sales Tum
Over or Value Added

Taxes 5.1.0
Property Transfer Tax 4.5.0
General Sales Turn-
Over or Value Added

Taxes 5.1.0
Selective Taxes on

Services 5.4.0

Business & Profes-
sional Licenses 5.5.1

Selective Taxes on
Services 5.4.0

Other: Property
Income 8.2.2

Other: Property
Income 8.2.2

Other: Taxes on
Goods & Services 5.6.0
Individual Income 1.2.0

Tax
Adm. Fees & Charges 8.3.0
Other: Property

Income 8.2.2
Adm. Fees & Charges 8.3.0
Business & Profes-

sional Licenses 5.5.1
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0
Adm. Fees & Charges 8.3.0

Adm. Fees & Charges 8.3.0

Selective Taxes on
Services 5.4.0



BIR CLASSIFICATION

31. Greater Manila Flood
Tax

32. Taxes under Sugar
Adjustment Act

BTR/GFS CLAS- BTR/GFS
SIFICATION CODE

Selective Taxes on
Services 5.4.0

General Sales Turn-
over or Value Added
Tax 5.1.0

33. Docwnentary & Science
Stamps (10.00 and
above)

34. Proceeds from Forfeitures
of Bonds, Litigation )
Fee, Proceeds from )
Smuggled or Contis- )
cated Goods )

35. Unclassified Taxes

Stamp Tax

Other Non-Tax
Revenue

Other Taxes

7.2.0

8.6.0

7.3.0

Said collection of national internal revenue taxes shall be
made in all cities and municipalities with head offices, branches,
agencies and extension offices of commercial banks, savings
and mortgage banks, stock savings and loan associations, de
velopment banks, the Development Bank of the Philippines and
the Land Bank of the Philippines. Provided, that the collection
of national internal revenue taxes from govenunent-owned or
controlled corporations in all cities and municipalities shall be
made only through banking offi~s of the Philippine National
Bank and other government banks including the Development
Bank:of the Philippines.

For purposes of this Ciroular-

(A) Greater Manila Area shall comprise the cities of
Manila, Caloocan, Quezon and Pasay and the munici
palities of Las Pifiu, Navotas, Malabon, Mandaluyong,
Marikina, Muntinglupa, Makati, Paranaque, Pasig,
Pateros, San Juan and Taguig.

(B) The areas under Revenue Collection Regional Units
shall compn.e-

1) Greater Cebu Area which includes the cities of
Cebu, Lapu-Lapu, Mandaue and Toledo;

2) Greater Bacolod Area which includes the cities
of Bacolod, Cadiz, Silay, San Carlos and the
towns of Bin81bapn and Victorias; and

3) The citiet of Davao, Iloilo and Cagayan de Oro.
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(C) Other Cities and Municipalities shall comprise all
other cities and municipalities not included in Para
graphs A & B.

SECTION 2. Authorized Agent Banks which include head offices,
branches and agencies of commercial, savings and mortgage
banks, stock savings and loan associations, development banks,
the Development Bank of the Philippines and the Land Bank
of the Philippines shall accept payment from the taxpayer the
full amount of internal revenue taxes stated in space number 9
of the Revenue Tax Receipt (RTR) issued by the Commissioner
of Internal Revenue or his authorized deputy, in the form of
cash, cashier's, treasurer's, manager's or certified checks, and
checks drawn by the taxpayers and shall issue and validate the
corresponding Confirmation Receipt (CR) on forms prescribed
for this purpose. Such Confirmation Receipt forms shall be sup
plied to the Authorized Agent Banks by the Revenue Collection
Office, Central Bank, and shall be treated as accountable forms
by the Authorized Agent Banks. In the cities of Cebu, Davao,
Bacolod, Iloilo and Cagayan de Oro, Confirmation Receipt
forms (CR) shall be supplied to the branch offices of the
Authorized Agent Banks by the Central Bank's Revenue Col
lection Regional Units in the said cities and shall be treated
as accountable forms by said branches of Authorized Agent
Banks. Authorized Agent Banks shall be required to submit a
monthly Inventory Report of Confirmation Receipt (CR) to the
Revenue Collection Office, Central Bank, or its Revenue Col
lection Regional Units not later than the 15th day of the
succeeding month. However, in case of documentary, scien,
and strip stamps, payment thereof shall be in the form of cash
or cashier's manager's, treasurer's or certified checks. A check
accepted for payment of taxes shall apply to only one Confirm
ation Receipt (CR). The Bureau of Internal Revenue shall be
the sole agency to issue Revenue Tax Receipts (RTRs) to tax
payers and shall be fully accountable to the Central Bank for
all Revenue Receipt forms issued by them.

SECTION 3. All national internal revenue tax collections made are
to be booked and credited to a special account "DUE TO
CENTRAL BANK-Internal Revenue Account." However, the
account shall indicate whether the collection is for Greater
Manila Area (GMA), Other Cities and Municipalities (OCM),
Greater Cebu Area, Greater Bacolod Area, Davao City, Iloilo
City and Cagayan de Oro City. Any check payment subsequent
ly returned and/or dishonored by a drawee shall be debited
automatically to this Special Account and delivery of such
returned/dishonored checks shall be as follows:

A) For Greater Manila Area (GMA) and Other Cities and
Municipalities (OeM) - To the Revenue Collection Office,
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Central Bank of the Philippines, Manila

B) For the areas covered by Revenue Collection Regional
Units - To their respective regional units

SECTION 4. Submission of Collection Reports-

(A) For Greater Manila Area-

Authorized Agent Banks shall submit to the Revenue
Collection Office, Central Bank of the Philippines, Manila,
a daily summary report of collections of internal revenue taxes
collected by them, including the collections of all their branches
and agencies located in the cities and municipalities covered by
these arrangements not later than seven (7) days following the
date of collection. This Summary shall be signed by a respon
sible official of the Authorized Agent Bank and shall be accom
panied by the duplicate copies of the Confirmation Receipts
(CR), together with the original copies of the Revenue Tax
Receipts (RTR). The Confirmation Receipts (CR) shall be
listed numerically in the Summary. The Authorized Agent
Banks shall deliver to the Bureau of Internal Revenue located
in Quezon City the triplicate copies of the Confirmation Re
ceipts (CR) together with the duplicate copies of the Revenue
Tax Receipts (RTR) covering payment of internal revenue taxes
collected and validated by them including collections by their
branches and agencies, together with a copy of the daily sum
mary report of collection not later than seven (7) days fol
lowing the date of collection.

(B) For Greater Cebu and Greater Bacolod Areas and in the Cities
of Davao, Iloilo and Cagayan de Oro.

The Branch Offices and Agencies and Head Offices of the
Authorized Agent Banks covered by these arrangements shall
submit to the Revenue Collection Regional Unit in their parti
cular area a daily summary report of collections of internal
revenue taxes collected by them not later than seven (7) days
following the date of collection. This summary shall be signed
by a responsible official of the Authorized Agent Bank and shall
be accompanied by the duplicate copies of the Confirmation
Receipts (CR) together with the original copies of the Revenue
Tax Receipts (RTR). The Confirmation Receipts (CR) shall be
listed nume rically in the Summary. The Branch Offices and
Agencies and Head Offices of the Authorized Agent Banks in
the area shall deliver to the Regional Office of the Bureau of
Internal Revenue in the locality the triplicate copies of the Con
firmation Receipts (CR) together triplicate copies of the Con
firmation Receipts (CR) together with the duplicate copies of
the Revenue Tax Receipts (RTR) covering payments of internal
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revenue taxes issued by them, together with a copy of the daily
summary report of collections not later than seven (7) days
following the date of collection.

(C) For Other Cities and Municipalities --

All collections made by branch offices and agencies of
Authorized Agent Banks covered by this arrangement from
Monday to Friday shall be submitted to their respective Head
Offices from Monday thru Friday of the following week. The
Head Offices of the Authorized. Agent Banks shall forward to
the Revenue Collection Office, Central Bank, Manila, all abs
tracts of collections received from their Branches, Agencies and
Offices together with a summary of such abstracts not later
than Friday of the third week following the date of collection.
The weekly abstracts of collections shall be submitted in dup
licate and must be signed. by a responsible official of the branch
office and accompanied by the duplicate copies of the Confirm
ation Receipts (CR), together with the original copies of the Re
venue Tax Receipts (RTR). The Confirmation Receipts (CR)
shall be listed. numerically in the abstracts. The Authorized.
Agent Banks shall also deliver to the Bureau of Internal Re
venue National Office, located in Quezon City, the triplicate
copies of the Confirmation Receipts (CR) together with the
duplicate copies of the Revenue Tax Receipts (RTR) covering
payments of internal revenue taxes collected by their branches,
agencies and offices together with a copy of the weekly ab
stracts prepared. by the Head Office, within the third week after
date of collection.

SECTION 5. Remittances of Collections-

(A) For Greater Manila Area ---

The Authorized. Agent Banks shall remit by cashier's checks
to the Revenue Collection Office, Central Bank, Manila the
amounts of internal revenue taxes collected by them and by
all their branches and agencies in the cities and municipalities
covered by these arrangements within seven (7) days from the
date of their receipt of such amounts as shown in the daily
sunmary of collections. Any such collections not so remitted.
shall be debited against their demand deposit accounts with the
Central Bank of the Philippines.

(B) For Greater Cebu and Bacolod Areas and in the Cities of Davao,
Doilo and Cagayan de Oro -

The Branches, Agencies, Offices and Head Offices of the
Authorized Agent Banks situated in the area covered shall remit
by cashier's check to the Revenue Collection Regional Unit
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concerned the amounts of internal revenue taxes collected
by them within seven (7) days from their receipt of such
amounts as shown in the daily summary of collections. Any
collections not so remitted shall be debited against the demand
deposit account of the Head OffIce with the Central Bank of
the Philippines.

(C) For Other Cities and Municipalities-

All collections made by branch offices, sub-branches,
extension a ffices and agencies of Authorized Agent Banks
located in the cities and towns covered by this arrangement
shall be remitted in the form of cashier's check by their respect
ive Head Offices within the third (3rd) week but not later than
Friday of the same week from the date of their receipt of such
amounts, as shown in the weekly abstracts of collections. Any
collection not so remitted shall be debited against the demand
deposit account of the Head Office with the Central Bank of
the Philippines. For internal revenue taxes received by agent
banks up to 5:00 P.M. of the last day the corresponding tax is
due, the relative confirmation receipts shall be dated as of
"current date". However, payments received after 2:30 P.M.
shall be validated and credited. by the banks as of the following
business day Said payments shall be properly identified in the
confirmation receipt. All collections credited to the Special
Account (Due to Central Bank-Internal Revenue Account)
shall:

1. not be subject to the "liquidity floor" requirements; and

2. be exempted from the deposit reserve requirements.

Taxes collected by AuthoriHd Agent Banks shall not be subject
to payment of interest or lIlY other charges by the collecting
Authorized Agent Banks to the Government.

SECTION 6. For this purpose and in order to facilitate filing of
tax returns and payments of the corresponding taxes due there
on during the ruIh periods, an authorized deputy of the Com
missioner of Intemal Revenue shall be stationed ill the Offices
of the Authorized Agent Banks covered by this arrangement
during the period March 1 to 15, April 1 to 15 and July 1 to
15 of each year.

SECTION 7. The Central Bank shall penalize any Authorized
Agent who wilfully delays the submission of their report of
collections and remittance of said collections to the Central
Bank. In any case of delibeate failure to report the collection
on time and to remit the collection on time, any authorized
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agent bank shall be subject to the penal provisions of Central
Bank Circular No. 550 dated December 13,1976.

SECTION 8. This Circular amends Circulars No. 554 dated Feb
ruary 3,1977 and 612 dated June 27,1978 and shall take effect
January 1, 1979.

FOR THE MONETARY BOARD:

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR NO. 641
November 20, 1978

POLICY AND GUIDELINES ON SHORT·TERM FOREIGN
BORROWINGS

Pursuant to Monetary Board Resolution No. 1532 dated
September 8, 1978, the following policy and guidelines shall govern
short-term foreign borrowings:

1. The following are authorized short-term foreign borrowings:

a. Loans of Foreign Currency Deposit Units (FCDU'::: \
to Central Bank-certified export-oriented and/or BOI
registered enterprises under the Export Incentives Act
(R.A. 6135) which are fully secured by holdouts on
foreign currency deposits and which are primarily in
tended for meeting current pre-export financing require
ments and/or for importation of raw materials, supplies
and spare parts; and

b. Loans of FCDU's and Offshore Banking Units (aBU's) to
Central Bank-certified export-oriented and/or BOI·re
gistered enterprises under the Export Incentives Act
(R.A. 6135) which are directly intended to meet current
pre-export :fmancing requirements and/or to finance
importation of raw materials, supplies and spare parts;
provided the total. amount of such loans shall not exceed
the export earnings expected to be realized by the
borrower during the repayment period of the loan.

2. All other short-term foreign currency loans for purposes and/or
from sources other than the above shall require prior Central Bank
approval.
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SUBJECT:

3. All short-term foreign currency loans granted as well as trans
actions thereon, including thole coUl'led through the bank
concerned, shall be reported weekly using the report form prescribed
under Circular Letter dated August 16, 1978.

This circular shall take effect immediately and shall amend all
provisions of existing circulars, memoranda and circular-letters
inconsistent herewith.

(SGD.) AMADO R. BRIl'l"AS
Senior Deputy Governor

000

CIRCULAR NO. 642
December 18, 1978

Further amendment of Circular No. 135 dated
January 21, 1962, as amended, so as to allow firms
engaged in the teCruitment, placement or hiring of
Filipino workem for overseas employment to CJ}lality
as special authorized foreign exchange dealers/of the
Central Bank.

Pursuant to Monetary Boald. Resolution No. 1829 dated.
November 10, 1978, Circular No. 135 dated January 21, 1962, as
amended, is hereby further amended so as to allow firms engaged in
the recruitment, placement, or biJing of Filipino workers for over
seas employment to quality • special authorized foreign exchange
dealers of the Central Bank. Applications for the purpose may be
filed by those concerned with the Foreign Exchange Department
of the Central Bank.

The foreign exchange operations of said firms which may be
authorized. to act as foreign exchange dealers under this Circular
shall be governed by the terms md. conditions set forth in the letter
of authority to be issued by the central Bank.

(SGD.) G.S. LlCAROS
Governor

000

CIRCULAR NO. 643
December 27, 1978

QUALIFICATIONS OF BANK DIRECTORS
AND OFFICERS

The Monetary Board, in its Resolution No. 2058 dated De·
cember 15, 1978, approved the amendment, consolidation and
reissuance of the roles and regulations to implement Section 9·A
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of Republic Act No. 337, as amended, on the qualifications of
bank directors and officers, as follows:

SECTION 1. Definition of Terms. - For purposes of this
Circular, the following terms shall have the meaning indicated
unless the context clearly indicates otherwise:

a. Directors shall include: (1) directors who are named
of such in the articles of incorporation, (2) directors duly
elected in subsequent meetings of the bank's stockholders, and
(3) those elected to fill vacancies in the board of directors.

b. Officers shall include the President, Executive Vice
President, Senior Vice-President, Vice-President, General
Manager, Secretary, Trust Officer, and others mentioned as
officers of the bank, or those whose duties as such are defined
in the by-laws, or are generally known to be the officers of the
bank (or any of its branches and offices other than the head
office) either through announcement, representation, publi
cation or any kind of communication made by the bank.

c. Delinquency in the payment of obligations means
that an obligation of a person with a bank where he is a di
rector or officer or where he may be elected or appointed to
said position, or at least two obligations with other banks
and with non-bank financial intermediaries performing quasi
banking functions, under different credit lines or loan contracts,
are past due for at least three (3) months.

d. Obligations shall include all borrowings from a bank
or from a non-bank financial intermediary performing quasi
banking functions obtained by:

(1) A director or officer for his own account or as the re
presentative or agent of others or where he acts as a
guarantor, indorser or surety, for loans from such fi
nancial institutions;

(2) The spouse or child under parental authority cf the
director or officer;

(3) Any person whose borrowings or loan proceeds were
credited to the account of, or used for the benefit of a
director or officer;

(4) A partnership of which a director or officer, or his spouse
is the managing partner, or a general partner owning a
controlling interest in the partnership; and

(5) A corporation association or firm wholly-owned or
majority of the capital of which is owned by any or a
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group 0 f persons mentioned in the fore-going Items
(1), (2) and (4).

SEC. 2. Qualifications of a Director. - A director shall have the
following minimum qualifications;

a. He shall be at least twenty five (25) years of age at
the time of his election or appointment; and

b. He shall be at least a college graduate or have at
least (5) years experience in business, or have undergone train
ing in banking acceptable to the appropriate supervising and
examining department of the Central Bank.

SEC. 3. Persons Disqualified to Become Directors. - Without
prejudice to specific provisions of law prescribing disqualifications
for directors, the following are dilqualified from becoming directors:

a. Persons who have been convicted judicially or ad
ministratively of an offense involving moral turpitude, or ju
dicially declared insolvent, spend·tbrift, or incapacitated to
contract;

b. Directors, officers and employees who have been re
moved by the Monetary Board pursuant to the provisions of
Section 34-A of Republic Act No. 265, as amended, and other
provisions thereof,

c. Persons who shall refuse to disclose the extent of
their business interests to the appropriate supervising and
examining department of the Central Bank, when required
for the proper implementation of a provision of law or of a
circular, memorandum or role or regulation of the Central
Bank. This disqualification shall be in effect as long as the
refusal persists;

d. Directors, excluding non-resident directors, repre
senting foreign equity interests, who have been absent for
whatever reasons for more than fifty per cent (50%) of all
meetings, both regular and special, of the board of directors
for a two-year period reckoned from the date of the election
of director concerned. This disqualification applies for purposes
of the succeeding election;

e. Those who are delinquent in the payment of their
obligations as defined in Sections l.c and 1.d hereof. This dis
qualification shall operate lUI long as the delinquency persists;

f. Persons found. by the Monetary Board to have
wilfully failed or refuled to comply with any banking law,

[307]



-

order, instruction or regulation issued by the Monetary Board
or by the Governor, or to have committed irregularities or to
have conducted business in an unlawful, unsafe or unsound
manner as determined by the Monetary Board in any institution
supervised by the Central Bank; and

g. Persons who have been dismissed for cause from any
institution under the regulation or supervision of the Central
Bank.

SEC. 4. Qualifications of an Officer. - An officer shall have the
following minimum qualifications:

a. He shall be at least twenty one (21) years of age;
and

b. He shall be at least a college graduate, or have at least
five (5) years experience in banking or trust operations or re
lated activities or in a field related to his position and res
ponsibilities, or have undergone training in banking or trust
operations acceptable' to the appropriate supervising and exa
mining department of the Central Bank: Provided, however,
That trust officers shall have at least two (2) years of actual
experience or training in trust operations or fund management
or other related fields.

SEC. 5. Persons Disqualified to Become Officers. --

a. The above disqualifications for directors shall
likewise apply to officers, except that stated in Section 3.d.

b. Except as may be authorized by the Monetary Board
or the Governor, the spouse or a relative within the second
degree of consanguinity or affinity of any person holding 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; and the spouse or relative within the second degree of
consanguinity or affinity of any person holding the position
of Manager, Cashier, or Accountant of a branch or extension
office of a bank is disqualified from holding or being appointed
to any of said positions in the same branch or extension office.
In any case, this disqualification shall not affect those holding
the position of Chairman as of May 13, 1976 and those holding
any of the other said positions as of August 18, 1973, until the
expiration oftheir respective terms of office.

SEC. 6. Other EXisting Limitations and Restrictions. - The
foregoing qualifications and disqualifications for directors and
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officers shall be in addition to thole already required or prescribed
by Republic Act No. 337, as amended, and other existing applicable
laws and regulations.

SEC. 7. Effect of Non·POlSe88ion of Qualifications or Pos
session of Disqualification. - Unless otherwise provided, directors
and officers elected or appointed without possessing the quali
fications abovementioned or P088818ed of any of the disqualifica
tions as enumerated herein, shall vacate their respective positions
immediately.

SEC. 8. Bio-data of Directors and Officers. - All banks shall
submit to the appropriate supervising and examining department a
bio-data of all of their incumbent directors and officers including
a list of relatives of legal age within the second degree of consangui
nity or affinity. Any subsequent change in the composition of the
board of directors or officers, together with the bio-data of the new
directors or officers shall be submitted within seven (7) days to the
appropriate supervising and examining department.

SEC. 9. Repealing Clause. - This Circular supersedes Circular
No. 366, as amended by Circulars No. 516, 530, 638 and 597, and
Circular Letter dated December 7, 1976, and repeals, amends or
modifies all other rules and regulations inconsistent herewith.

SEC. 10. Effectivity. - This Circular shall take effect
immediately.

FOR THE MONETARY BOARD:

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR NO. 644
December 27, 1978

PRESCRIBING THE QUALIFICATIONS OF DIRECTORS
AND OFFICERS OF NON-BANK FINANGIAL

INTERMEDIARIES PERFORMING QUASI.BANKING
FUNCTIONS

The Monetary Board in its Resolution No. 2068 dated Decem
ber 15, 1978, approved the amendment, consolidation and
reissuance of the rules and regulations on the qualifications and
disqualifications of directors and officers of non-bank financial
intermediaries performing quasi-banking functions:
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SECTION 1. Definition of Terms. - As used in this Circular,
the following terms shall have the following meanings:

a. Directors shall include (1) directors who are named
as such in the Articles of Incorporation, and (2) directors duly
elected in subsequent meetings of the stockholders of the
non-bank financial intermediary performing quasi-banking
functions, and (3) those elected to fill vacancies in the board
of directors;

b. Officers shall include the President, Vice-President,
General Manager, Secretary and others mentioned as officers
of the non-bank financial intermediary performing quasi
banking functions, or whose duties as such are defined in the
by-laws, or are generally known to be the officers of the fi
nancial intermediary (or of any of its branches/offices other
than the head office) either thru announcement, representation,
publication or any kind of communication made by the finan
cial intermediary.

SEC. 2. Qualifications of a Director. - A director shall have
the following minimum qualifications:

a. He shall be at least twenty six (26) years of age at the
the time of his election or appointment; and

b. He shall be at least a college graduate or have at
least (5) years creditable experience or training in financial
management, financial market operations, or related activities,
or in a field related. to his position and responsibilities.

SEC. 3. Qualifications of an Officer. - An officer shall have the
following minimum qualifications:

a. He shall be at least twenty one (21) years of age at
the time of his appointment or election; and

b. He shall be at least a college graduate or have at
least (5) years creditable experience or training in financial
management or related activities, or in a field related. to his
position and responsibilities.

SEC. 4. Persons Disqualified to Become Directors or Officers. 
Without prejudice to the specific provisions of law prescribing dis
qualifications for directors and officers, the following persons are
disqualified from becoming directors or officers:

a. PeISOns who have been convicted of a crime involving
moral turpitude;
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b. Persons fOlmd by the Monetary Board to have wil·
fully failed or refused to comply with any law, regulation, older
or instruction of the Monetuy Boud or the Governor; or to
have committed irregula.ritiM; or to have conducted busine. in
an unlawful, unsafe or llI1JIOUIld manner as determined by the
Monetary Baud in any inltitution supervised or regulated by
the Central Bank;

c. Persons removed by the Monetary Board pursuant to
the provisions of Section84·A of Republic Act No. 265, •
amended, and other provisions oflaw or regulations;

d. Persons who mall refute to disclose the extent of
their business interests to the appropriate department of the
Central Bank when required, for the proper implementatiOn
of a provision of law, or of • circular, rule, regulation or policy
of the Central Bank;

e. Persons who have been dismilSed for cause from any
institution under the regulation or supervision of the Centml
Bank;

f. Pel80DS who have derogatory infonnation in PC, NSf
or N1SA records or are not issued any clearance by said agen
cies. For purposes of this Cireular, an infonnation is consideNd
derogatory if it involves violmon of any law, rule or regulation
of the Government or any of its instnunentalities, and it 1Ii
versely affects one's integrity or ability to discharge the du_
of a director or officer;

g. Persons delinquent in the payment of their
obligations: Provided, That such delinquency shall operate as
a disqualification as long as a delinquency persists. Delinquency,
for purposes of this subsection, shall mean that an obligMion
of a person with a non-bank financial intennediary perfonning
quasi-banking functions, where he is a director or officer, or
where he may be elected or appointed to said position, or at
least two obligations with banks and with other non-bank
financial intennediaries performing quasi-banking functiON,
under different credit lines or loan contracts, are past due
for at least three (3) months.

Obligations shall include all borrowings from a bank or
from a non-bank financial intennediary performing quasi-bank
ing functions obtained by:

(1) A director or officer for his own account or as the repre
sentative or agent ofothers or where he acts as a guarantor,
indorser or surety for loans from such financial institutions;
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(2) The spouse or child under parental authority of the director
or officer;

.(3) Any person whose borrowings or loan proceeds were cre
dited to the account of, or used for the benefit of, a
director or officer;

(4) A partnership of which a director or officer, or his spouse
is the managing partner, or a general partner owning a con
trolling interest in the partnership; and

(5) A corporation, association.or firm wholly-owned or major
ity of the capital of which is owned by any or a group of
persons mentioned in Items g(l), g(2) and g(4).

h. Except as may be authorized by the Monetary Board
or the Governor, any person who is a spouse or relative within
the first degree of consanguinity or affinity of any person
holding the position of Chairman, President, Executive Vice
President, General Manager, Treasurer, Chief Cashier, or Chief
Accountant is disqualified from holding at being elected or
appointed to any of said positions in the same financial inter
mediary; and any person who is the spouse or relative within
the first degree of consanguinity or affinity of any person
holding the position of Manager, Cashier, or Accountant of a
branch, extension or agency office of a financial intermediary
is disqualified from holding or being appointed to any of said
positions in the same branch, extension or agency office. In
any case, this disqualification shall not affect those holding
said positions as of July 11, 1975 until the expiration of their
respective terms of office.

SEC. 5. Other EXisting Limitations and Restrictions. - The
aforesaid qualifications and disqualifications for directors and
officers shall be in addition to those already required by existing
laws and other regulations.

SEC. 6. Repealing Clause. - This Circular supersedes Cir
cular No. 556, as amended by Circular No. 598, and repeals, amends,
or modifies other rules and regulations inconsistent herewith.

SEC. 7. Effectivity. This Circular shall take effect immediately.

FOR THE MONETARY BOARD:

(SGD.) G.S. LICAROS
Governor
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CIRCULAR NO. 645
December 27, 1978

PAST DUE ACCOUNTS OF FINANCIAL
INTERMEDIARIES

The Monetazy Board, in its Resolution No. 2107 dated
December 22, 1978, approved the following regulations on put
due accounts of banks and of non-bank financial intermediaries
perfonning quasi-banking functions:

SECTION 1. Past due accounts of a financial intenuediuy
shall, as a general rule, refer to aD accounts in its loan portfolio, an
receivable components of trading accounts securities, and other
receivables, as defined in the Manuals of Accounts for banks and
non-bank financial intermediaries, which are not paid at maturity.
The following shall be considered" past due:

(a) A loan or receivable payable on demand not paid
upon written demand as required in Section 2 hereof or within
one (1) year from date of grant or renewal, whichever comes
earlier;

(b) A customer's liability - import bill (sight) out
standing after thirty (30) days from date of original entry;

(c) Bills purchased and other negotiable instnunents
not paid at maturity, or dishonored upon presentment for
acceptance or payment, whichever comes earlier: Provided,
howeuer, That out-of-town checks lodged under "Bills Pur
chased (Domestic Bills Pumhased-Qean)" shall be considemd
past due thirty (30) days from purchase;

(d) A temporary oveldraft when such oveldrawing or
any change or item lodged under TOD is not cleared witbin
fifteen (15) days from date of grant;

(e) The total outstandiDg balance of a loan or
receivable payable in in&tallments, in accordance with the
following schedule:

Mode ofPayment

Monthly
Quarterly
Semestrally
Annually

Installment in Arrears

10 or more
4 or more
3 or more
2 or more

Provided, however, That in the case of loans or receivables of
roral banks payable in installments, only the loan installment or
portion tbereofshall be considend past due;
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(f) Any due and unpaid loan installment or portion
thereof, from the time the obligor defaults, for the purpose
of determining delinquency in the payment of obligations as
defined in Circulars No. 356 and 556, both as amended; and

(g) All items in litigation as defined in the Manual of
Accounts for banks and non-bank financial intermediaries.

SECTION 2. Banks and non-bank financial intermediaries
performing quasi-banking functions shall, in case of non-payment
of a demand loan, make a written demand within six (6) months
following the grant of such loan. The demand shall indicate a period
of payment which shall not be later than six (6) months from date of
said demand.

SECTION 3. No interest income shall be accrued on past
due accounts. Interest on past due accounts shall be taken up as
income only when actual payments thereon are received.

SECTION 4. Except as may be authorized by existing regu
lations on renewal, no loan shall be renewed or its maturity date
extended unless the corresponding accrued interest receivable shall
have been paid.

SECTION 5. Banks and non-bank financial intermediaries
performing quasi-banking functions shall report the end-of-month
level of their past due accounts and installments in arrears for less
than the number indicated in Section l(e), and for those using the
accrual basis of accounting, the accrued interests thereon, subject
to Section 3 hereof.

SECTION 6. Violations of this Circular shall be punishable
under the provisions of Section 34 and/or 34-A of Republic Act
No. 265, as amended.

SECTION 7. This Circular shall supersede Circular No. 342,
Circular No. 487 and other rules and regulations inconsistent
herewith.

SECTION 8. This Circular shall take effect six (6) months
from the date hereof.

(SGD.) G.S. LICAROS
Governor
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CIRCULAR NO. 646
December 29,1978

Pursuant to Monetary Board Resolution No. 1975 dated
November 24, 1978, the provisions of Section 1, Item l.A.8 of
Circular No. 635 dated October 12,1978, is hereby amended so as to
include chromite among the mineral products the covering papers
of which are eligible for led.iscounting by qualified commercial/
thrift banks at 80% loan value, ai a rediscount rate of 4% and with a
maximum bank lending rate of 6% p.a. plus bank charges not
exceeding 2%.

This Circular shall take effect immediately and all existing
circulars, orders and/or instructions inconsistent herewith shall
be deemed revoked and/or modified accordingly.

(SOD.) G.S. LICAROS
Governor
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CIRCULAR LETtERS

BANGKO SENTRAL NG PILIPINAS
(Central Bank of the Philippines)

MAYNILA. PILIPINAS

CIRCULAR·LETTER
9 January 1978

TO: ALL FINANCING COMPANIES
ORGANIZED UNDER R. A. NO. 5980

Please be informed of the Monetary Board's,clarification of
CB Circular Nos. 585 and 5867 as follows:

"a. The following transactions which are peculiar to fi
nancing companies with quasi-banking functions
I~which involve the financing of consumer durable
goods and capital goodS)ball be governed by R.A.
No. 5980: -

i. Financing of receivables and other evidences of
of indebtedness through discounting, factoring
purchase or assignment; and

ii, Leasing of motor vehicles, heavy equipment and
industrial machinery, business and office rna
chines and equipment, appliances and other
movable property; and

"b. All other transactions of financing companies per
forming quasi-banking functions, such as the follow
ing:

i. Purchase of government securities for money
market operations;

ii. Purchase of commercial papers or private
securities to accommodate temporary liquidity
or for money market purposes; and

iii. Purchase of government securities and private
securities under resale agreements, certificates
of assignment, and certificates of participation
with recourse;

shall be governed by Central Bank Circular No.
586 and the Usury Law, whichever is applicable; and

xxxxx
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"It is understood that finance companies which are not
engaged in quasi-banking functions shall not be covered by
Central Bank Circular Nos. 585 and 586."

Please be guided accoIdingly.

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR LEITER
January 13, 1978

TO: ALL BANKS

The second paragraph of Item 1 (b), Part III of pircular No.
357, as amended7plOvides that: --

"Total loan portfolio for this purpose shallffafer to the
sum of all loan accounts outstanding, gross ofvalua'fiOn reserves,
as reflected in the bank's consolidated statement of condition
(CBP 17-16-05, CBP 7·16-05B, CBP 7·19-04A and CBP 7-19
04B): excluding loans financed by special/specific funds from
the government and government financial institutions, such as
Masagana 99, to the extent of the outstanding liability on such
funds."

This is to clarify that the phrase "loans financed by special/
specific funds from the government and government financial insti
tutions, such as Masagana 99 to the extent of the outstanding liabili
ty on such funds refers to the "total outstanding loans granted by
the bank from the special/specific funds."

Accordingly, banks shall clearly indicate in their books loans
granted from such special/specific funds.

(SGD.) JAIME C. LAY A
Deputy Governor

000

CIRCULAR·LETTER
January 17, 1978

TO: ALL NON·BANK FINANCIAL INTERMEDIARIES ENGAGED
IN QUASI-BANKING FUNCTIONS

Please be-\informed that time deposits of more than seven
hundred thirty 1730) days are now eligible to form part of your

[317]



reserves for deposit substitutes on account of the lifting of the no
pretermination prohibition by Sec. 3 of Circular 585:'

1

This supersedes our Circular-Letter dated 25 March 1977.

(SOD.) JAIME C. LAYA
Deputy Governor

000

CIRCULAR-LETTER
January 20, 1978

TO: ALL BANKS

In accordance with the past practice;ithe cost of advertising of
the National Savings for Progress Campaigtr for 1978 in the amount
of P2 million shall be shared between the Central Bank and the
banking community on a 50-50 basis;-rand shall be apportioned
among the banks in the manner previously approved, as follows:

Amount Percent

Total Banks Share

Less: Share Specialized
Gov't. Banks

Development Bank
of the Philippines

Land Bank of the Phil.
Philippine Amanah
Bank

Commercial Banks

Thrift Banks:

Savings Banks
Private Development

Banks
Stock Savings &

Loan Associations

Rural Banks

1'"1,000,000

NO,OOO
20,000

4,000 64,000

?936,000 100

608,400 65

93,600 10

46,800 5

28,080 3

18,720 2

234,000 25

The individual assessment for commercial and thrift banks
shall be in proportion to their individual total assets as of December
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31, 1977, but in no case shall the share of each bank be less than
P200 per semester. In the case of ntral banks, each shall be directly
assessed at P150 per semelter for facility of computation and
accounting.

To facilitate collection, the share of the banking community
shall be debited against their demand deposit account with the
Central Bank on a semestral ba&is (Le., 50% for the 1st semester,
50% for the 2nd semester).

The schedule of such debiting shall be as follows:

Previous Unpaid Share
Share for the 1st semester, 1978
Share for the 2nd semester, 1978

Feb. 28, 1978
May 31, 1978
Oct. 31, 1978

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR-LETTER
January 81,1978

TO: All Commercial Banks
Savinga and Mortgage Banks
Development Banks
Specialized Government Ban.ka

Subject: Application to eatabUah/relocate banking affiea

Effective immediatelY,llpPlications for authority to establiah
additional banking offices 88 wen as requests to transfer or relocate
banking oft'lces (except bead offices) shall be accompanied, as
minimum 1'equirements, by the papea/documents/infonnation spe
cified}1e1'eunder.

I. Establishment of additional banlcingoffkes

Applications for authority to establish additional banking
offices (branch, sub-branch. aeencY. extension office, savings agency.
or money shops) shall be accompanied as a minimum by the follo ....
ing information/ papel'S/documents:

1. Certified true copy of the resolution of the bank's baud
of directors authorizing the application for the establillb
ment of the addtional bantzg office.

2. Sketch of the area to be S81'Ved showing the following in
foJ!'mtion:
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a) Proposed site of the banking office to be established.

b) Names and location of existing banking offices in the area,
if any, and approximate distance from the proposed
banking office.

c) Distance from Head Office or mother branch in case the
additional banking office applied for is a savings agency
or money shop.

d) Distance from market, in case of money shop.

3. Banking facilities and services to be offered.

4. Business or economic justification stating facts and figures
(such as population and growth of population, number
and names of the principal industrial, commercial and
other establishments within the effective area of opera
tions, deposit and loaning potentials, traffic flow and other
information) tending to show that the establishment of
the proposed branch is justified on the basis of need there
for and that there is economic growth or reasonable
prospects thereof in the area to be served.

5. Projected Statement of Condition at the end of the first
and second semesters of operations of the proposed
branch.

6. Statement of Estimated Earnings and Expenses for the
first 12 months of operations.

7. Organizational set-up of the proposed branch showing the
proposed positions and annual pay for each; name, qualifi
cations and experience of proposed manager and other
officers.

8. Bank premises and initial outlay.

9. List of unutilized acceptance or other credit lines with
foreign banks and/or the Central Bank of the Philippines.

II. Transfer or relocation of banking offices (except head offices)

Applications for authority to transfer/relocate banking offices
shall be accompanied by the following information/papers/docu
ments:

1. Certified true copy of the resolution of the bank's board
of directors authorizing the transfer/relocation.
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(SGD.) c.r. LOMOTAN
Deputy Governor

2. Sketch of the area of operations showing the present
location and the new location and the approximate distance
between the two as wen as from other banking offices.

3. Reasons/justification for the transfer/relocation.

4. Estimated expenses to be incurred tor the transfer which
should include outJaYI for the new bank premises.

~o application shall be accepted/processed by the DCSB u.n1eIs
all the minimum requirements accompany the corresponding ap
plications.

Please be guided accordingly.

(SGD.) ANTONIO T. CASTRO, Jr.
Director

000

CIRCULAR LE'M'ER NO. 01
Febroary 8, 1978

TO: All Offshore Banking Units (OBU's),
Foreign Currency Deposit Units (FCDUs), and Circular
343 Banks.

We are furnishing herewith, for your information and guidance,
tthe replies of the Central Bank to various queries submitted by the

Offshore Banking Units, Foreign Currency Deposit Units and
Circular 343 banks relative to the implementation of CD Circulars
546, 547, and 343]

,
Attachment: -

COMPILATION OF OFFICIAL REPLIES TO VARIOUS
QUERIES OF OFFSHORE BANKING UNITS (OBUs);
FOREIGN CURRENCY DEPOSrr UNITS (FCDUs) AND
CIRCULAR 343 BANKS AS OF JANUAR Y 17, 1978 j

A. OBU, (CIRCULAR 546)
Q. Can an OBU repatriate, on later dates including interest

eamings in their foreign exchange equivalent the peso
dividends received on equity investments with local
corporation in the Philippines invested in the form of
money market placements or deposited with local banks?

A. The investment of the peso dividends received on the
equity investments with .local corporations may be made
only in equity investments in accordance with the pro-

[321]



visions of Central Bank Circular 365 and the repatriation
of the same is also governed by the same Circular.

Q. If an aBU should want to keep the foreign currency
equivalent of the dividends under "Circular 343" deposits
with any local bank, can an aBU swap these dollar
deposits for local currency with the Central Bank? If so,
what is the maximum swap period that an aBU can
avail of?

A. The foreign exchange proceeds derived from the peso
dividends are eligible for deposit under the provisions of
Central Bank Circular 343 or 547. An aBU, however, is
not allowed to swap subject deposit for pesos with the
Central Bank.

Q. Are aBUs authorized to use in their operations the
proceeds of peso checks payable to a non-resident cor
poration in foreign exchange representing directors' fees
for secondees and dividend checks on their equity in
vestments in local corporations.

A. The aBUs are authorized to use in their operations the
proceeds of peso checks payable to a non-resident cor
poration in foreign exchange representing directors' fees
for secondees and dividend checks on their equity invest
ments in local corporations, provided:

1. the peso proceeds of the above-mentioned checks an
transferred to the Manila aBU, net of withholding/
applicable taxes;

2. the transfers of the aforesaid peso proceeds are
reported to the Foreign Exchange Department
immediately after they are received by the Manila
aBU;and

3. proof of registration of the equity investments of the
non-resident corporation in said local corporations
is submittted together with the report referred to
No.2 above.

Q. Are aBUs allowed to collect the remittance charges of
the handling commission in Philippine Pesos?

A. No, an aBU is prohibited to deal in the local currency.

Q. Suppose an aBU advises/confirms an Export Letter of
Credit wherein the accountee is a non-resident and the
beneficiary is a resident and the charges are for the
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8CCOWlt of the beneiiciary. Can the OBU collect tbe
relative charpe from the resident in Philippine PeI08?

A. No. an OBU is prohibited to deal in the local currency.

Q. Ale memben of 1he diplomatic corps and the Asian
Development Bank in ManilaIegalded as non-residents?

A. In accordance with Section 1 (d) of PD 1034. memben
of the diplomatic COIpi and the alien employeea/officiall
of the Asian Development Bank in Manila who 818 not
pelDlanent residents of the Philippines are considend
non-residents for PU1p08eS of the Offshore Banking
Regulations.

Q. May an OBU deal witib nOD-FCDU banks in foreign ex
change other than in Peso ?

A. OBUs dealing with 343 baokB in foreign exchange other
than in peso shall fall under the latter's authority in
accordance with the pmvilions of R.A. 6426 as imple
mented by Cir. 343. Under Section 8 of Cir. 343 im
plementing Section 4 of RA 6426. 343 banks have to
deposit at least 15% of the foreign exchange received
as deposits with the Central Bank and the balance (85%)
may be utilized by the blllks. as follows:

a) for further deposit with the Central Bank. if desind;

b) for deposit with foreign banks;

c) for granting foreign currency loans which shall be in
short-tenn maturities;

d) for investing in foreign currency securities which lie

of short-tenn maturities and are readily marketable;
and

e) for swapping for peso. with the Central Bank if existing
policies allow swaps.

However. in the case of Item (c). existing Central B.nk
guidelines limit the loans of 343 banks to export-oriented andl
or BaI registered entezprile under RA 6135.

Q. Are OBUs authorized to tnDsfer to their books loans
granted to Philippine l811iden.ts presently booked in their
oversees branches or (IffII'ate companies abroad ?

A. Yes. OBUs are authorized to transfer to their books loans
granted to Philippine Nllidents ~tJy booked in their
overseas branches or affiliate companies abroad.
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Q. May OBUs transact freely with local commercial banks
regardless of their authority to operate an FCDU without
need to secure Central Bank authorization, i.e., normal
international correspondent banking and interbank trans
actions which can be transacted in foreign currencies
between local commercial banks and foreign banks located
outside the Philippines?

A. Yes.

Q. Can OBUs accept real estate mortgage security to secure
their foreign currency loans to Philippine residents?

A. The OBUs may at their option accept real estate mortgage
security on their foreign currency loans to Philippine
residents, subject, however, to the provisions of R.A. 133.

Q. Does an OBU, duly licensed by the SEC, have the right
to bring suit in Philippine courts?

A. As far as the OBU operations in the Philippines are
concerned, the registration of an OBU with the SEC and
the consequent grant of license to such OBU to transact
business in the Philippines endow the OBU with the
legal personality to sue in the Philippines.

Q. Can OBUs issue guarantees in pesos covering facilities that
local financial institutions may grant Philippine cor
porations?

A. Since under Section 7 (i) of Circular 546, OBUs are not
permitted to issue guarantees for the account of residents
and considering that OBUs are not allowed to deal in
pesos, an OBU, therefore, cannot issue guarantees for the
account of a resident borrower denominated in local
currency.

Q. Are OBUs authorized to deal with 343 banks in the
foreign currency money market, i.e., taking in and placing
of foreign currency deposits and in foreign exchange in
cluding pesos.

A. OEUs may deposit with, and accept deposits from 343
banks in any foreign currency that forms part of the
international reserves of the Philippines. Deposits of 343
banks with OBUs are eligible assets for purposes of com
plying with the foreign currency cover requirement
imposed on 343 banks under Circular 343.

Q. Can an OBU deposit or lend to its Head Office or other
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branches more funds than what it borrowed from them
and in so doing not violate the Central Bank requilement
on net office funds?

A. The deposit with tile Centml Bank of at least US $1
million as part of therequiled net office fund. evidenced
by a Certificate of Deposit issued by the Central Bank is
substantial compliance with the requirement of Section 2
(d) of Circular 546, even ifthe Central Bank, FCDUs, 343
banks and other depositors lhalllUbsequently deposit with
the same OBU and deposit or lend such funds to its Hem
Office or other branchllof its mother bank.

Q. Can the present Representative Office of a foreign bank
continue operating _ a separate office from its Offshore
Banking Unit?

A. The Representative Office may be allowed to continue to
operate in the Philippines provided that said office will
not engage in transaction which, under existing re
gulations, are not authorized to be conducted by a repre
sentative office.

Q. May the US $1 million net office funds which the OBU
is required to hold at all times be in Deutsche Mark or in
any other foreign cunency acceptable as part of the
Philippine intemational reserve equivalent to US $1 M?
May said funds be depoIited with the Central Bank of the
Philippines at the prevailing LIBO rate.

A. Yes.

Q. Can the Head Office deposit US $1 million in net office
funds with its OBU at market interest rates pennanently
assigned to said OBU for as long as the OBU license is
in force?

A. Yes.

Q. Can the OBU deposit US $1 million with the Central Bank
of the Philippines at market interest rates and maintain
said deposit for as long as the OBU license is in force or
purchase foreign currency-denominated securities of
Philippine Govemment or other assets as the Central
Bank may approve from time to time?

A. The OBU may deposit the required US $1 million of its
net office funds with the Central Bank which shall issue
its own certificates of time deposit renewable every six
months at the prevailing LIBO rate, or the OBU may
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purchase foreign currency-denominated securities of the
Philippine Govemment or other assets as the Central
Bank may approve from time to time.

Q. May the Representative for the Philippines of the Repre
sentative Office of a foreign bank concurrently act as the
General Manager or Senior Officer of its Offshore Banking
Unit?

A. The General Manager or Senior Officer of an Offshore
Banking Unit may not. at the same time. be the Repre
sentative in the Philippines. since under Section 7 (c)
of PD 1034, foreign personnel who may be assigned by
any foreign bank to work in its offshore banking unit in
the Philippines are required to be certified that they will
work "exclusively" for its offshore banking unit in the
Philippines.

Q. What are the "pertinent Central Bank regulations" referred
to in Circular 546 Section 7i?

A. The regulations referred to are Circulars No. 281, 289 and
364, under which residents who receive foreign exchange
are required to surrender the same to the banking system.

Q. Have the mechanics of trading between the OBUs and
FCDUs been structured? Would this trading be separate
from the current FOREX operations?

A. Trading between OBUs and FCDUs is decided according
to conditions in the market and therefore, the mechanics
on such trading is not pre-structured. Such trading is also
separate from the "FOREX" trading where the foreign
department, not the FCDU, of a banking institution
can engage in, considering that the "FOREX" trading
predominantly involves foreign currencyIpeso transactions.

Q. Can an OBU who is not doing any foreign financing for
a local business entity charge an arrangement fee for peso
financing arranged for the finn with local financial insti
tutions?

A. No, since OBUs are not authorized to transact with resi
dents in Philippine pesos.

Q. Mayan OBU extend to residents a U.S. dollar facility for
short-term financing to cover the resident's import re
quirements?

A. Subject to prior Central Bank approval, an OBU may
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extend foreign currency loans and advances to residents
under Section 9 of Ciroular 546. However, availments by
residents of shoft..term financing are covered by Section
10 of Circular 343. It is understood that the importation
to be financed shall be in accordance with the existing
import rules and regulations of the Central Bank.

Q. May an OBU handle peso checks for the account of a
foreign bank, which peso checks represent Directon'
fees for secondees and dividend checks on equity inVelt
ments in domestic entelPrises and which were used to be
handled by the Repl'eIentative Office of the Mother Bank
before and are now being sent to the newly licensed OBU?

A. No. An OBU may not receive and book the above-men
tioned peso checks. The foreign bank or its authorized
representative will have to apply With the Foreign Ex
change Department of the Central Bank of the Philippines
for authority to purchase out of the above-mentioned
peso checks the equivalent foreign exchange from the
commercial banking system either for remittance abroad
or for deposit with the OBU.

Q. May the OBU maintain its books of accounts in
US Dollars?

A. Yes.

Q. May an OBU in its advertisement on international news
papers omit the word "offshore"?

A. The advertisement in Philippine newspapers should contain
the words "Offshore Branch"; whereas advertisement in
international newspapen is a matter beyond Central
Bank jurisdiction.

Q. Could an OBU receive income in Pesos, i.e, the rental of
an office space to another party?

A. Under existing regulations, the OBUs are not allowed to
engage in the tranaaction. of renting out office premises.

Q. Can a Manila OBU open a letter of credit on behalf of a
client at Head Office, as commission agent of a Philippine
exporter, in favor of the Philippine exporter for the net
amount due to the exporter (less commission or mark
ups due the commission agent) against a letter of credit
opened in favor of the Manila OBU by a foreign buyer?

A. A Manila OBU cannot open an import LIC for the account
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of a commission agent in favor of a Philippine Exporter.
An OBU may, in accordance with Section 8 of Cir 546,
open an import LIC for the account of a foreign importer,
in favor of a Philippine exporter, for the full value of
export shipment (inclusive of mark-ups and commissions,
if any), provided, however, that negotiation of the LIC
shall be made with a Philippine bank or with any of the
full local branches of foreign banks (Citibank, HSBC,
BA, & TCB).

Q. Can the foreign importer establish a letter of credit in
favor of the Philippine exporter, specifying a breakdown
of the amounts, one for the commodity value and another
for the indent commission?

A. Yes, the foreign importer can open an import letter of
credit in favor of the Philippine exporter that specifies
a breakdown for the commodity value and the com
missions on the transaction.

Q. Assuming that a Philippine exporter gets a letter of credit
from a foreign buyer, specifying a gross figure, can the
exporter remit to the commission agent commissions due
them, and if so what is the maximum commission allowed
by the Central Bank?

A. Philippine exporters are allowed to remit to their
commission agents abroad commissions due the latter,
provided the application for remittance is supported by
proof of export shipment; copy of the commission agree
ment, and proof that the proceeds of exports have been
repatriated into the Philippines. Generally, commissions
shall not exceed 5% of the FOB value of the export
shipment. The Export Department of the Central Bank
may be consulted on the specific export commission
that may be allowed for the export shipments to any
foreign buyer.

B. FCDUs (CIRCULAR 547)

Q. Are FCDUs authorized to transfer to their books loans
granted to Philippine residents presently domiciled in their
overseas branches?

A. Yes.

Q. Can FCDUs deposit foreign currencies with merchant
banks or investment banks abroad who are authorized
to accept U.S. Dollar deposits and is it an eligible cover,
as mentioned in Cirs. 343 and 547?
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A. Yes. An FCDD can deposit foreign currency with foreign
merchant or investment banks which are authorized under
their license to accept foreign currency deposits and that
said foreign currency deposits are eligible asset cover under
Section 8 of Circular 343.

Q. Will the Fcnu be coDiideled. as a distinct and separate
unit from its "mother bank"? If so, may the FCnU lendl
borrow from its "mother bank" as is done in Singapore
and would such tranSllCtions be considered as lending or
borrowing from residents?

A. Under Section I-d. of Circular 547, an FCnU is described
as "an accounting unit or department in a local bank or
in an existing local branch of foreign banks." It will be
seen from such description that the FCnU is euentially
a mere separate accounting unit within a banking inIti
tution but is nonethelees an integral part of such insti
tution. Under the circumstances, an FcnU cannot be
considered as a distinct and separate entity from ita
"mother bank" and, 1herefore, there can be no situation
where the FCDU can lend to or borrow from its ''mother
bank."

Q. Will the FCnUs be subject to existing lending limitations
(except the Usury r.w) on loans to non-residents?

A. Yes, the lending opeJBtiions of FCnUs to non-resichmts
ue subject to the limitations p:retICribed under pertinent
provisions of R.A. No. 337, 88 amended.

Q. In view of the worldwide practice of its Head Office and
foreign branches, may a particular FenU be allowed
to revalue every 20th of each month?

A. Yes, provided, however, that Item 4 of the Instructiol1l
in preparation of reports can CBP 6-40.03 and CBP
6-40.04 which is for reporting, and not necessarily for
booking purposes, should be followed.

c. ctscULAR 343

Q. Can the foreign currency depositor whose deposit with a
Circular 343 bank of Fcnu was used as hold-out on a
peso loan to a local borrower, in the event of the latter's
default and consequent forfeiture by the bank of his
deposit, convert into US dollars any peso amounts subse
quently collected from the borrower and have the foreign
exchange proceeds deposited in the said depositor's nune
with any local bank authorized under Circular 343/547?
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A. Yes, any peso amounts collected from the borrower
corresponding to the principal and interest of said deposit
may be converted into US dollars and the foreign exchange
proceeds be deposited with any local bank authorized
under Circular 343/547. These payments may also include
payments for interest from the date of forfeiture of the
deposit up to the date of repayment, damages, oppor
tunity losses and attomey's fees, for which the borrower
may file an application with the Central Bank to purchase
foreign exchange to cover such payments.

This authority shall continue until a final court judgment is
obtained and collection from the borrower is effected.

000

CIRCULAR LETTER
February 23, 1978

TO: ALL COMMERCIAL BANKS

In connection with the prescribed interbank loan transfer
tickets under Memorandum to All Commercial Banks dated 25
January 1978,· commercial banks may continue to use their old
unused call ticket forms for interbank loan transactions, provided
the same are modified to reflect all the desired information required
under Memorandum to All Commercial Banks dated 25 January
1978:

It is further clarified that the prescribed fonnat and the infor
mation required to be contained in the said forms are minimum
requirements and that banks may include additional information
therein as may be required or necessary .

Two copies of the transfer tickets shall be submitted to the
Central Bank Accounting Department for each interbank loan
transaction.

Please be guided accordingly.

(SGD.) JAIME C. LAYA
Deputy Governor
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CIRCULAR-LETTER
Februa'y 24. 1978

TO: ALL AUTHORIZED AGENT BANKS AND AUTHORIZED
FOREIGN EXCHANGE DEALERS

For the infonnation of all concerned. please stamp on all un
used CBORs in your pOll_on the following:

"Reconversion shall be aBowed only if made within
fifty-nine (59) days from date of issue hereof,"

For immediate compliance.

(SGD.) B. D. RUIZ
Director

000

CIRCULAR-LEITER
Much 1.1978

TO: ALL BANKS AND NON-BANK FINANCIAL INTERMEDIA
RIES PERFORMING QUASI.:BANKING FUNCTIONS

The Monetary Board. in its Resolution No. 324 dated FQbruary
24. 1978, approved the following procedural requirements to~pJe
ment Circulars. No. 356 and 556. both as amended. on the disqualifi
cation of directors and officen of banks. and non-bank financial
intennediaries perfonnlng quasi-banking functio~

1. Upon the establishment of any of the grounds for disqua.
lification in Circulars NO. 356 and 656. both u amended. the office
of the disqualified director or officer shall immediately become
vacant. except in the case of delinquency in the payment of obliga
tions wherein the director or offic:er concemed shall be given a grace
period of thirty (30) days after suoh ground for disqualification has
been established.

2. All cases of disqualification &ball immediately be reported
to the Board of Directors of the inltitution concerned. If the ground
for disqualification is delinquency in the payment of obligations.
the report shall be made at the expiry of the thirty-day grace period
mentioned in Item I above. The Board shall act on the report not
later than the following Board meeting. Within seventy-two (72)
hours thereafter. the corporate seczetary shall report to the Governor
of the Central Bank through the appropriate supervising and examin
ing departmeDt the name of the director or officer involved. the
ground for his disqualification and the action taken by the Boan!.
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3. When the ground for disqualification ceases to exist, the
director or officer concerned shall be eligible to become director or
officer of any institution regulated or supervised by the Central Bank
only upon prior approval of the Governor of the Central Bank.

4. Any person or entity violating the provisions of this Cir
cular-Letter shall be subject to the penalties provided under Section
34 and 34-A of Republic Act No. 265, as amended.

This Circular-Letter shall take effect immediately.

(SGD.) G. S. LICAROS
Governor

000

SUPERVISION AND EXAMINATION SECTOR

CIRCULAR-LETTER
March 1,1978

TO: ALL SAVINGS BANKS, PRIVATE DEVELOPMENT BANKS,
STOCK SAVINGS AND LOAN ASSOCIATIONS, AND
RURAL BANKS

SUBJECT: [Accounting for Deposits Made with PNB Branches!
Agencies for Legal Reseroe ReqUiremen~1

In connection with the implementation of the Manuals of
Accounts prescribed under CB Circular No. 522, the following
clarifications on the above subject are hereby issued:

1. If the deposit for legal reserves is made with a PNB branch/
agency authorized to maintain CHIT accounts the "Due from
the Central Bank of the Philippines" account shall be debited.

2. If the deposit for legal reserves is made with a PNB branch/
agency not authorized to maintain CHIT accounts, the "Due
from the Philippine National Bank" account (now revised to
"Due from the Philippine National Bank (For Legal Reserves)"
account) shall be debited. Upon receipt of Central Bank advice/
statement showing that the said deposit has already been re
ceived/credited to the account of the depositing bank, the
"Due from the Philippine National Bank" account shall be
closed to "Due from the Central Bank of the Philippines"
account.
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Attached, for ready infol'Dlation and guidance, is a list of PNB
branches/agencies authorized to maintain CHIT accounts.

(SGD.) JAIME C. LAYA
Deputy Governor

Attachment:

LfflTOFPNBBRANCHESMGENCIESAUTHORIZED
TO MAINTAIN CHIT ACCOUNTS

NORTHERN LUZON REGIONAL OFFICE

1. Appari Branch, Aparri, Cagayan
2. Tuguegarao Branch, Tugueprao, Cagayan
3. Laoag Branch, Laoag City (Ilocos Norte)
4. Vigan Branch, Vigan, nOC08 Sur
5. Santiago Branch, Santi., lsabela
6. Baguio Branch, Baguio City (Mt. Province)
7. Bayombong Branch, Bay-ombong, Nueva Vizcaya
8. Dagupan Branch, Dagupan City (Pangasinan)

CENTRAL LUZON REGIONAL OFFICE

9. Balanga Branch, Balanga, Bataan
10. San Jose Branch, San Jose, Nueva Ecija
11. Baliuag Branch, Baliuag, Bulacan
12. Cabanatuan Branch, Cabanawan City (Nueva Ecija)
13. San Femando Branch, San Fernando, Pampanga
14. Angeles Branch, Angeles, Pampanga
16. Tarlac, Branch, Tarlac, Tarlac
16. Olongapo Branch, Olongapo City (Zambales)

SOUTHERN LUZON &:BleOL REGIONAL OFFICE

17. BatangaaBranch, Batangu City (Batangas)
18. Sta. Cruz Branch, Sta. Cruz, Laguna
19. Lucena Branch, Lucena City (Quezon)
20. Calapan Branch, Calapan, Oriental Mindoro
21. Daet Branch, Daet, CamuiDel Norte
22. Nap Branch, Naga City (Camarlnes Sur)
23. Legaspi Branch, Legaspi City (Albay)
24. Borsogon Branch, Sorsogon, Sonogon

EASTERN VISA YAS REGIONAL OFFICE

25. Tagbilaran Branch, Tagbil8llll1,Bobol
26. Ormoc Branch, Ormoc City (Leyte)
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27. Tacloban Branch, Tacloban City (Leyte)
28. Dumaguete Branch, Dumaguete City (Negros Oriental)

WESTERN VISA YAS REGIONAL OFFICE

29. Kalibo Branch, Kalibo, Aklan
30. Roxas Branch, Roxas City (Capiz)
31. iloilo Branch, Iloilo City (Iloilo)
32. Bacolod Branch, Bacolod City (Negros Occidental)
33. Puerto Princesa Branch, Puerto Princesa, Palawan

AlINDANAO REGIONAL OFFICE

34. Bukidnon Branch, Malaybalay, Bukidnon
35. Cotabato Branch, Cotabato City (North Cotabato)
36. General Santos Branch, General Santos City (South Cotabato)
37. Iligan Branch, Iligan City (Lanao)
38. Cagayan de Oro Br., Cagayan de Oro City (Mis. Oriental)
39. Ozamis Br., Ozamis City (Misamis Occ.)
40. Surigao del Norte Br., Surigao City (Surigao del Norte)
41. Zamboanga Br. Zamboanga City (Zamboangadel Sur)
42. Pagadian Br. Pagadian City (Zamboanga del Sur)
43. Dipolog Br., Dipolog City (Zamboanga del Sur)
44. Butuan Br., Butuan City (Agusan del Norte)

000

CIRCULAR LETTER
March 1,1978

TO: ALL COMMERCIAL BANKS
SAVINGS AND MORTGAGE BANKS
DEVELOPMENT BANKS AND
SPECIALIZED GOVERNMENT BANKS

For the guidance of all concerned, hereunder are the[Clarifica
tions and/or corrections on certain accounts/itemsJn the transitory
report forms: -

1. CBP-7·16-01-C (for private development banks)

Under item 4: "( Item 3d minus Item 2c)" should be "( Item
3e minus Item 2c)".

2. CBP-7-16-02 (for savings and mortgage banks)

Under item 4 c: "Due from foreign banks" should be "Due
from Local Banks - Foreign Currency."
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AU other items introduced ill the tlmnsitory form which are not
applicable for savinp aDd mortcale blDks should be ignored.

3. CBP-7-16;,Q2;A (forpriv* cIenlopment bmks)

Private development baDks with "Due from He" Office/
Bnnches/Agencies" end "Due to Head Office/Branches/Agen
cies" accounts should inaeIt thele accounts between items
7 and 8 after item 16, respectively, in the form.

4. CBP-7-16.{}5 (for savinp and mortpge banks)

Under item 4c: "Due from foreign banks" should be "Due
from Local Banks - Foreign Currency."

All other items introduced in the transitory form which are not
applicable for savinp and IDDItgIee banks should be ignored.

6. CBP-7-16'{}5.3 Breakdown of Borrowings/Funds Obtained

Fourth column: "Over 6-8%" should be "6·8%".

6. CBP-7-16.Q6.9 Schedule of BeconcilinC Items etc.

The deldline: "Fifteen (16) baldogdays after end of quarter"
should be "Twenty five (25) banking days after end of quarter"
per DeSB Circular Letter dated ApJil 12, 1976.

7. CBP-7-16-07 Statement of Capital Required and Capital
Accounts. etc.

Item 11.6: "Total capital accounts per books" should be "To
tal capital accounts" since Appraisal Increment
Reserve account, if any, is excluded from the total
capital account for purposes of this report form..

8. CBP-7·16-22 Consolidated Report of Required and Available
Reserve Against Deposit Substitutes

A last column for "Daily Average" should be added.

9. CBP-7-16-27 Consolidated Report on the Utilization of
Loanable Fund etc.

Item AA: "Total Capital Accounts3, footnote3 should be
:ignored since the' reciprocal. account of appraisal increment in
the asset side under item 6. "Bank Premises, Furniture, Fixtuft'lB
& Equipment - net" has no such footnote.

Item A.8: "Other Assets (Excl. IDteN)fflce float items)" should be
..Other Assets" only 811 in the basic form.
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Item B.: "Excess (Deficiency) (a-b)" should be "Excess (Defi
ciency) (b-a)".

Item A.5 "Total Collections from Loan Portfolio Outstanding as
of May 31, 1975 (Schedule "A")" should be extended
only to the last column "Increase (Decrease)" and not to
the tint and second columns.

Please be guided accordingly.

(SGD.) JAIME C. LAYA
Deputy Governor

000

CIRCULAR LETTER
March 15, 1978

TO: ALL AUTHORIZED AGENT BANKS

In accordance with existing regulations, please be reminded
that all transactions involving foreign currency loans, including
short-term credits and revolving credits duly approved by the Central
Bank, whether obtained from FCDU's, and/or OBU's and/or other
offshore sources, should be reported monthly under CBP 6.24-21
(revised August, 1977).l

_...,J

Strict compliance herewith is enjoined.

(SGD.) A.Z. TIANGCO
Acting Director

000

CIRCULAR· LETTER
March 27, 1978

TO : ALL BANKS

Quoted below for your guidance is the text of a memorandum
dated March 10, 1978 from the Secretary of the Department of
Agrarian Reform, to wit:

"SUBJECT: (Certificates of Land Transfer used as collateral
for loans;'

It is requested that action be taken to notify all banks
within your jurisdiction that prior to acceptance of the Cer-
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tificates of Land Transfer (CLT) issued pursuant to PD No. 27
as collateral for loans, a certification be first secured from the
offices of the Register of Deeds to the effect that the CLT
being presented is still valid. These offices are the official repo
sitory of these records and, therefore, are the only ones in a
position to provide this service.

(SGD.) CONRAOO F. ESTRELLA
Secretary"

Please be guided accordingly.

(SGD.) G. S. LICAROS
Governor

000

CIRCULAR LETIER
April 18, 1978

TO: ALL PRIVATE DEVELOPMENT BANKS

In its Resolution No. 450,d~March 17,1978, the Monetary
Board approved the following)amel\f1p:M!nt to the provisions of Cir-
cular Letter dated October 22,1974: , .:

••. .J

Existing private development banks located within the Greater
Manila Area and fringes tbe,eof as well as those in first class A
cities shall have a minimum paid-up capital of fJ4 million each;
those in first class B and C, second and third class cities shall
have a minimum paid-up capital ofPS million each; while those
in fourth and fifth class cities and in other places shall have a
minimum paid-up capital of ?2 million each.

For purposes of classification of cities, Sections 1 and 3 of
Presidential Decree No. 465 dated J.v1ay 20, 1974 shall be followed,
thus:

"SECTION 1. C1aseification of Provinces and Cities. -

xxx xxx

(a) First Class - The provinces and cities that have obtained
an average total revenue of three million pesos or more
per annum;

(b) Second Class - The provinces and cities that have ob
tained an average total revenue of one million five hundred
thousand pesos or more but less than three million pesos
per annum;
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(c) Third Class - The provinces and cities that have obtained
an average total revenue of one million pesos or more but
less than one million five hundred thousand pesos per
annum;

(d) Fourth Class - The provinces and cities that have obtained
an average total revenue of five hundred thousand pesos
or more but less than one million pesos per annum; and

(e) Fifth Class - The provinces and cities that have obtained
an average total revenue of less than five hundred thousand
pesos per annum

"SECTION 3. Sub-classification of first class provinces and
cities.

xxx xxx

(a) First Class-A. The provinces and cities that have obtained
an average total revenue of seven million pesos or more
per annum;

(b) First Class-B. The provinces and cities that have obtained
an average total revenue of five million pesos or more but
less than seven million pesos per annum; and

(c) First Class-C. The provinces and cities that have obtained
an average total revenue of three million pesos or more
but less than five million pesos per annum. "

Please be guided accordingly.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR·LETrER
May 10,1978

In connection with the implementation of Memorandum to
Authorized Agent Banks No.1 dated January 3,197gthe following
regulations are hereby promulgated to take effect immediately:

(1) All unutilized Central Bank Import Authorities (CBIAs)
dated up to December 1977 have ceased to be valid and
should not be honored for importations under all modes
of payments;

[338]



(2) All CBIAs issued beginD"'g May 1978 shall have a validity
period of ninety (90) days from the date of authority,
after which they are rendered null and void;

(3) For letters of credit opened up to March 31, 1978 through
the use of CBIAs dated up to December 1977, no further
extension of expiry dates shall be allowed;

(4) These regulations !ball cover importations of all types
of synthetic yarns and fiberi]

Please be guided accomingly.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR-LETl'ER
May 19, 1978

TO: ALL NON-BANK FINANCIAL INTERMEDIARIES ENGAGED
IN QUASI·BANKING FUNCfIONS

In connection with thLimplementation of Circular Nos. 510
and 553 (regulations on mimmum t~ing lot rule and reserve re
quirement against deposit substitutes)J please be infonned that
deposit substitutes should be reomded in the books at their res
pective principal amounts, and reported accordingly, regardless
of whether the interest thereon has been paid in advance or not.

Please be guided accordingly.

(SGD.) JAIME C. LAYA
Deputy Govemor

000

CIRCULAR-LE'ITER
May 23, 1978

TO ALL AUTHORIZED AGENT BANKS:

Effective immediately, ~UthOrized agent banks may give due
course to requests for authonty to import printing machines, spare
parts and supplies, subject, hQwever. to pertinent Central Bank
roles and regulation~
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Please be guided accordingly.

(SGD.) A. Z. TIANGCO
Acting Director

000

CIRCULAR-LETTER
May 24,1978

Further to our Circular-Letter of May 10, 1978 which pertains
to the implementation of Memorandum to Authorized Agent Banks
No.1 dated January 3, 1975, please be advised that Central Bank
Import Authorities for all types of synthetic yarns and fibers issued
from January to April 1978 shall remain to be valid up to July 31,
1978 after which they are rendered null and void]

All other provisions of the aforementioned Circular-Letter shall
remain in full force and effect.

Please be guided accordingly.

(SGD.) J. N. BAUTISTA
Director

000

CIRCULAR·LETTER 02
June 1,1978

TO: ALL FCDUs and 343 BANKS

In order to facilitate the reconcilement of reports submitted
by reporting banks on Interbank Indebtedness Among Philippine
Based Participating Banks, starting for the month of May, 1978,
the names of~hi1ippine-Based Participating Ban~s·lhall be indicated
in Appendix E (CBP 6-40.03.5) of the Consond81ed Statement of
Assets and Liabilities.

All 343 banks~ hereby required to accomplish Appendix
E (CBP 6-40. 03. 5) to be attached to the Consolidated Statement
of Assets and Liabilities for Transactions Under Circular 34-.m

FCDUs with outstanding 343 accounts shall accomplish a
separate Appendix E to show their interbank transactions under
Circular 343 with Philippine-Based Participating Banks and the
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Central Bank, the same to be attached to the Consolidated State-.
ment of Assets and Liabilities for TranHetions Under Circular 343.

(SGD.) R. G. CRUZ
Special Assistant to the Governor

000

CIRCULAR-LETTER
June 5, 1978

TO: ALL AUTHORIZED AGENT BANKS

In conjunction with Memorandum to Authorized Agent Banks
No. 41 dated' June 5, 1978"~PnplementingMonetary Board Resolu
tion No. 742 dated May 12, 1978 enjoining authorized agent banks
not to give due course to import applications for "Sheet Glasa"
(SEP 664. 32-00) unless accompanied by a certification from the
Department of IndustryJattention is invited to the fact that there are
importaiions being pennitted by banks in violation of Memorandum
to Authorized Agent Banks dated. October 20, 1969. Accordingly,
said banks are advised that any further importations approved in
violation of the abovestated new MAAB No. 41 dated June 5, 1978
shall be dealt with severely.

To assure compliance with above, release of all shipments
involving the item in question uncier any mode of payment, inclu
ding no-dollar, shall be cleared with the Current Imports and Com
modity Classification Office (CICCO).

(SGD.) AMADO R. BRIf;l'AS
Senior Deputy Governor

000

CIRCULAR-LETTER
June 20, 1978

TO: ALL BANKS

TAll banks shall post at all times in a conspicuous place on the
prenUie8 of its head office and each of its branches and other bank
ing offices a list of acquired 8Slets together with the corresponding
lowest price at which the bank is willing to sell such properti:!
However, this requirement shall not relieve the banks from the re-
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quirement under Sections 25 and 34 of Republic Act No. 337,
as amended, to dispose of such acquired assets.

(SGD.) G. S. LlCAROS
Governor

000

CIRCULAR-LETTER
June 21, 1978

TO: ALL FOREIGN CURRENCY DEPOSIT UNITS (FCDUs)
PURSUANT TO CIRCULAR NO. 547 and AUTHORIZED
AGENT BANKS UNDER CIRCULAR NO. 343

For the purpose of effectively monitoring loans granted and
secured by hold-outs on foreign currency deposits pursuant to abo
vecited Central Bank Circulars, you are hereby enjoined to submit
to the Central Bank, thru the Management of External Debt and In
vestment Accounts Department (MEDIAD), within fifteen (15)
banking days from date hereof, a report of all foreign currency/
peso-denominated loans outstanding as of May 31, 1978 and month
ly thereafter, within five (5) banking days after end of the month
covered by the report, which are secured by hold-outs on foreign
currency deposits, showing the following information:

1. Name of Borrower (with indication as to whether CB
certified or BOI-registered export
oriented)

2. Date loan granted

3. Maturity date of loan

4. Amount of loan

5. Type of loan (whether foreign currency or peso loan)

6. Specific purpose/a of the loan

accompanied by copies of pertinent deposit hold-out and credit
agreements.

Moreover, pursuant to Circular No. 569, as amended, governing
foreign borrowings, and Section 5 of Circular No. 547, all foreign
currency loan applications under the provisions of the latter circular
with repayment periods exceeding 360 days, including those inten
ded for firms which are Central Bank-certified export-oriented and/
or registered with the Board of Investments under the Export Incen-
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tives Act (RA 6135), with or without hold-out on foreign currency
deposits, should be referred to the Central Bank, thru the Manage·
ment 0 f External Debt and Investment Accounts Department
(MEDIAD), for prior approval.

Please be guided accordingly.

(SGD.) G.S. LlCAROS
Governor

000

CIRCULAR·LETTER
June 22, 1978

TO: ALL RURAL BANKS AND
SAVINGS AND LOAN ASSOCIATIONS

~
- Effective immediately, for your information and guidance,

.all issuances under the heading of memo circulars will henceforth
e issued as circular-letters.]

(SGD.) CONSOLACION V. ODRA
Director

000

CIRCULAR·LEITER
August 3, 1978

TO: ALL BANKS AUTHORIZED TO ACCEPT FOREIGN CUR·
RENCY DEPOSITS UNDER THE PROVISIONS OF RA 6426,
AS AMENDED AND PRESIDENTIAL DECREE NO. 1035

Effective immediatelyt 'the banks authorized to accept foreign
cw:rency deposits under the--provisions of RA 6426, as amended,
and PD 1035 and as implemented by Central Bank Circulars 343
and 547. are hereby instrocted to advise their foreign currency
depositors who are withdrawing funds for travel purposes to carry
with them the certificate of withdrawal that the banks shall issuif
The travellers shall present the certifications to the Customs and
Central Bank personnel at the MIA. if requested.

The banks shall issue a uniform certification, as follows:

"
Date
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TO WHOM IT MAY CONCERN:

This certifies that
signature appears below has withdrawn today,
of in cash (U8$
Travellers Check (US$ )
foreign currency account maintained with us.

whose
the amount

_) and
against his/her

The funds herein withdrawn are represented to be used. in
connection with the depositor's foreign travel scheduled on or
about _ _ 197_.

(Signature of Authorized Official
Over Printed Name)

(Signature of Depositor)"

Please be guided accordingly.

(SGD.) B. D. RUIZ
Director

000

CIRCULAR-LETTER
August 7, 1978

TO: AUTHORIZED AGENT BANKS

Please be advised that effective immediately, Iall official matters
requiring action by the Invisible Payments Unit cif the Foreign Ex
change Department, particularly requests or applications to purchase
or remit abroad. foreign exchange, shall be filed directly with said
Unit.

To facilitate/expedite action on such matters, Agent Banks
are hereby enjoined to see to it that all supporting documents re
quired in our Minimum Documentation Guidelines dated October
20, 1977 are submitted together with applications/requests filed
with the Invisible Payments Unit. otherwise> the same will not be
received officially in the said Unit. However, if the document has
already been submitted with a previous application. the same should
be indicated in a Documentation Requirements Sheet which you ate
required to prepare to be attached to the applications for different
purposes.
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We wish to call your attention that only requests/applications
which require referral to the Central Bank for clearance as enume
rated on page 10 of the subject Guidelines should be referred to
the Central Bank for prior approval.

Follow-up requests/applications will be entertained by the said
Unit only during office hours in the morning.

Please be guided accordingly.

(SGD.) B. D. RUIZ
Director

000

CIRCULAR-LEITER
August 11, 1978

TO: ALL AUTHORIZED AGENT BANKS:

To implement the provisions of Memorandum to Authorized
Agent Banks No. 41 dated June 5, 1978, attached herewith are the
guidelines issued by the Ministry of Industry for the importation
of "Glass Sheet of laminat.ingquality suitable for the manufacture
of safety glU6" (SEP 664.32-00),

Please be guided accordingly,

(SGD.) J. N. BAUTISTA
Director

'-lGUIDELINES FOR THE IMPORTATION OF SHEET GLASS
LQF LAMINATING QUALITY, SUITABLE FOR THE MANU
FACTURE OF SAFETY GLASS (SEP 664.32-00) ,

I
<

1. All laminators of sheet glass shall register with the Miniltry
of Industry by filling up the Company Information Form.

2. Companies wishing to import sheet glass shall file their applica
tion (s) for letter (s) of credit with their agent bank (s). The
agent bank shall then forward the LC application together with
the proforma invoice to MI for comments/approval. (See
attached sample covering letter).

3. MI shall approve application to import sheet glass by sheet
glass laminators only.
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CIRCULAR LETTER NO. 04
August 15, 1978

TO: ALL FOREIGN CURRENCY DEPOSIT UNITS

Please be advised thatthe initial bi-monthly report (CBP Form
6-40-03 .1) required to be submitted under CB Circular 623 dated
August 11, 1978, shall cover the outstanding assets and liabilities of
the FCDUs as of August 31, 1978:--1

All concerned are hereby enjoined to submit their complete
reports within the period specified in said circular, and in the case
of the initial report on or before September 2, 1978.

Please be guided accordingly.

(SGD.) CESAR J. LOMOTAN
Deputy Governor

000

CIRCULAR-LETTER
August 16, 1978

TO: ALL FOREIGN CURRENCY DEPOSIT UNITS (FCDDs)
PURSUANT TO CIRCULAR NO. 547 AND AUTHORIZED
AGENT BANKS UNDER CIRCULAR NO. 343

In order to effectively monitor loans granted under Circular
343 and Circular 547, you are hereby enjoinedlto submit to the
Central Bank, thru the Management of External Debt and Invest
ment Accounts Department, within five (5) working days from end
of reference month a monthly reportjm the following transactions:

1. All foreign currency loans regardless of maturity, i.e.,
including short-term and revolving credits, with or without
holdouts on foreign currency deposits; and/or

2. All peso loans regardless of maturity which are secured
by holdouts on foreign currency deposits,

using the attached prescribed Form CBP 6-24-23, with accompanying
instructions for its accomplishment.

Reports on peso loans amounting to noo,ooo and over, as
well as all foreign currency loans, regardless of amount, should be
accompanied by copies of the pertinent credit agreements, as well as
certifications in the prescribed form attached to the effect that the
outstanding loans secured by holdout are in fact covered by duly
executed assignments on foreign currency deposits in amounts at
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least equal to the said loan at anyone time. The monthly status
reports on such loans shall likewise be accompanied by similar cer
tifications.

It is hereby understood that pursuant to Circular No. 569, as
amended, governing foreign borrowings, and Section 5 of Circular
No. 547, all foreign currency loan applications under the provisions
of the latter circular with repayment periods exceeding 360 days,
including those intended for firms which are Central Bank-certified
export-oriented and/or registered with the Board of Investments
(BOl) under the Export Incentives Act (RA 6135), with or without
hold out on foreign currency deposits, should be referred to the
Central Bank, thru the Management of External Debt and Invest
ment Accounts Department (MEDIAD), for prior approval.

Applications of firms which are not Central Bank-certified
export-oriented and/or registered with the BOI under RA 6135
covering short-term foreign currency loans not exceeding 360 days,
with or without holdout on foreign currency deposits, shall likewise
be submitted to the Central Bank, thru the said Department, for
prior clearance.

This Circular-Letter amends Circular-Letter dated March 15,
1978 insofar as FCDU loans are concerned and supersedes Circular
Letter dated June 21, 1978. Accordingly, all transactions relating
to loans FCDUs shall be exclusively reported on Form CBP 6-24-23
starting with the August, 1978 report.

Please be guided accordingly.

(SGD.) G. S. LICAROS
Governor

(Name of Reporting Bank)

Date

CERTIFICATION

, 19,

I hereby certify that the following loan accounts granted.
pursuant to Circular No. 343 and 547, outstanding as of

19 and which are secured by foreign currency deposit hold
outs are covered by duly executed uaignments on foreign currency
deposits in amounts at least equal to the said outstanding loans at
anyone time:
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Borrower
Amount

Granted Outstanding

Date
Originally
Granted

Assigned
Foreign

Currency
Deposit

Account No.

(Signature of Authorized
Officer over Printed Name)

Designation Tel, No.

Note: This certification should be attached to Form CBP 6-24-23.

Instructions for the Accomplishment
of Form CBP 6-24-23

A. General

1. All transactions on the following loans should be reported
under this form.:

a) Foreign currency loans regardless of maturity, i.e.,
including short-term credits and revolving credits
granted under the provisions of Circular No. 343/
547, with or without holdouts on foreign currency
deposits, and

b) Peso-loans regardless of maturity granted under the
provisions of Circulars Nos. 343/ 547 with holdouts
foreign currency deposits.

2. The report should be submitted within 5 banking days
after end of reference month.

3. The report should be submitted even if there are no tran
sactions during the month, with "NO TRANSACTIONS"
indicated therein.

4. The report shall be submitted in consolidated form, i.e.,
head office, branches and agencies taken as a unit.

5. Fill in all columns for new loan accounts except Col. 6.
For loan accounts previously reported out with tran
sactions (renewal/repayment) effected during the month,
fill in all columns except Cols. 2.3 and 4.
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B. Specific

1. Indicate after name of reporting bank, wether the bank
is authorized under Circular 343 or Circular 547, e. g.,
"ABC Bank and Truat Co. authorized under Circular
547".

2. Borrower (Col. 1) - Enter name of borrower.

3. Finn/Project Classification (Col. 2) - Enter "CB-XO",
if borrower is CB-eertified export oriented under MAAB
of Febm81'Y 20, 1970 or M.B. Res. No. 903 dated May
6,1977.

Enter "BOI", if registend. under BOI, affixing the cone.
ponding Act under which borrower/project is registered,
e. g., BOI-RA 5455 5186 or BOI-RA 6135.

4. Type of loan (Col. 3) - Enter "FC" for foreign currency
loan or "Peso" for pelO loan, as the case maybe. If the
foreign currency loan is secured by holdout on foreign
currency deposit, enter "Fe-with holdout". Otherwise,
enter "FC-without holdout". If the peso loan is funded by
swap with Central Bank, enter "Peso-Swap CB".

5. Specific purpose of loan (Col. 4) - Enter specific utilization
of loan proceeds, e.g., "to finance importation of equip
ment".

6. Granted (Col. 5) - Enter amount of loan granted or renew
ed in the original currency.

7. Repayment/s (Col. 6) - Enter amount of loan repay
ments during the month in the original currency.

8. Outstanding balance (Col. 7) - Enter amount of loan
outstanding in the origjnal currency as of end of month.

9. nate Granted (Col. 8) - Enter the date when loan W8I

granted or renewed, as the cue maybe.

10. Date of CB approval (Col. 9) - Enter date of Central
Bank approval if the loan is subject to prior Central
Bank approval under existing regulations.

11. Due Date (Col. 10) - Enter maturity date of loan.

12. Repayment Period (Col. 11) -Enter duration of the 10111

(days/months/yean) reckoned from date granted up to
maturity date. If loan has provisions for automatic renew-
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al or roll over, enter the full term of the loan reckoned
from original date granted up to the end of final roll over
period.

000

CIRCULAR - LETTER
August 16, 1977

TO: ALL OFFSHORE BANKING UNITS (OBUs) AND FOREIGN
CURRENCY DEPOSIT UNITS (FCDUs)

In orderTho facilitate appropriate action on transactions contem
plated under Circulars No. 546 and 547 both dated November 26,
1976, governing the operations of OBUs and FCDlJs] respectively,
the following guidelines are hereby issued:

1. Transactions expressly and freely authorized under said
Circulars shall be within the jurisdiction of the Foreign
Exchange Department.

2. Transactions relating to borrowings, extension of foreign
currency loans/advances, and/or investments in foreign
currency-denominated debt instruments requiring prior
Central Bank approval shall be referred to the Manage
ment of External Debt and Investment Accounts Depart
ment for appropriate action.

3. Other transactions :not expressly authorized under the
aforementioned Circulars, shall be referred to the Office
of the Deputy Governor, International Operations Sector.

4. General Supervision over the OBUs and FCDUs shall be
the responsibility of the Foreign Exchange Department.

Please be guided accordingly.

(SGD.) CESAR J. LOMOTAN
Deputy Governor

000

CIRCULAR-LETTER
August 24,1978

TO: ALL BANKS, STOCK SAVINGS AND LOAN ASSOCIA
TIONS AND NON-BANK FINANCIAL INTERMEDIARIES
PERFORMING QUASI-BANKING FUNCTIONS

lPursuant to Central Bank Circular No" 572 and its accompany
ing Guidelines, both as amended by Central Bank Circular Nos.
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582, 601 and 61~ it is heaby IUgested that you inquire into the
citi&en8hip of your borrowen to usure yourselves that whenever
you extend peso loans to foreign 8rma the above cited Circulu and
Guidelines are complied with.

(SGD.) CARLOTAP. VALENZUELA
Special~t to the Governor, SEB

Member, IACDBFF

000

CIRCULA~LETI'ERNO. 05
September 4,1978

TO: CIRCULARS 343 AND 547 BANKS

In older to facilitate@e reconcilement of reports submitted
by reporting banks on Country Classification of Inter-Bank and
Non·Bank Funds, all auth~ 343/547 Banks shall accomplish
Appendix C (CBP 640.03 .~ s~ing for their reports asof August
31, 1978 which shall be attaChed to the Consolidated Statement of
Assets and Liabilities.

FCDUs (547 Banks) shall likewile accomplish the same form
for their outstanding 343 tranllCtions.

It is also reiterated that aU spaces provided for under Addi
tional Information from Item Nos. 24 to 27 of the Consolidated.
Statement of Assets and Liabilities for Transactions under Circul8ll
343/547 (CBP 640.03) be properly accomplished by filling up the
said spaces with the corresponding amounts. Where there is no tran·
saction for any of the said items, the wold "none" shall be indicated.

Please be guided accoldingly.

(SGD.) B. D. RUIZ
Director

000

CIRCULAR·LETTER
September 8, 1978

TO; ALL BANKS

The Monetary Board in its Resolution No. 1514 dated Septem
ber 8, 1978,~ed the~'!"1DI internal control procedures for dor
mant/inactive accounts to supplement Circular Letter To All Banks
dated November 29, 1976 on Minimum Internal Control Stand~
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These internal control procedures for dormant/inactive accounts
are essentially summarized from standard works on the subject and
are designed to maintain a uniform system of handling dormant ac
counts and to strengthen their corresponding security measures.

It is suggested that the Board of Directors and Management
of banking institutions review existing internal control procedures on
dormant/inactive accounts in their respective banks and adopt and
implement such improvements as may be found essential.

I. Definition of dormant or inactive accounts.

a. Current and savings accounts showing no activity (deposit
or withdrawal) for a period of one year should be classi
fied as dormant accounts.

II. Procedure for Classification

a. Initially, review all deposit ledgers and segregate accounts
that fall under La above. At the end of every quarter
thereafter, review all deposit accounts and segregate those
that became dormant during the quarter just ended.

III. Internal Control Measures

a. As a matter of policy, banks should exert all efforts to
prevent checking and savings accounts from becoming
dormant. When it becomes apparent that an account is
inactive, a short letter should be sent to the depositor
encouraging him to use his account.

In case of checking accounts, the bank should exert
effort to assure itself that the monthly statement of
accounts reach the depositors. If the depositors cannot be
located, the following steps should be undertaken:

1. Check any significant changes or fluctuations
in the depositors account balance over a period
of time with emphasis on accounts with decreas
ing balances.

2. Verify apparent reactivation entries, represented
either by deposit or withdrawal, that appears
to have prevented the account from being
classified as dormant.

3. Investigate any obvious alteration of the ledger
records.

b. Segregated dormant accounts should be placed under joint
custody of two responsible officers/employees.
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c. A separate ledger control for dormant accounts should be
mRintained .

d. Signature cams for dormant accounts should also be lie'"
gated from active me. md held under joint custody.

e. Entries to dormant account ledgen should be verified and
approved by a desiplMd officer. His initials should be
placed next to the entry on the ledger sheet.

f. All inquiries on donnaDt accounts should be coursed. to
one officer who sbouJP. obtain sufficient identification
from the inquirer to -.ue that he is entitled to the in
formation.

g. A trial balance of dORDlDt account ledgers should be taken
periodically and ba1MPced with the general control account
by an employee other than the bookkeeper.

h. Dormant or inactiw accounts mould be verified directly
with depositors.

i. All transactions affecting dormant accounts should be
subject to audit by the intemal auditor.

j. A quarterly report on depoRt accounts transferred to dor
mant should be rend_. to bank management.

This Circular Letter shall take effect immediately.

(SOD.) G.8. LICAR08
Govemor

000

CIRCULAR-LETl'ER
September 20, 1978

TO: ALL COMMERCIAL BANKS

A& approved under Monetary. Baud Resolution No. 1448 dated
AuguJt 25, 1978~ter.regiOnalclearin.operationsshall be conducted
in Vilayu and Mmdanao tlnouah the facilities of seven (7) CeDtnl
Bank Regional Clearing Unitlloclted in Bacolod, Cagayll1 de Oro,
Cebu, Davao, Doilo, Taclobanand ZamboangaCiti~s/Checksreceived
by banks/branches in one clearing area against banksjbranches located
in the other clearing areas may be presented for clearing subject to
the rules and regulations embodied in CB Circular No. 580, series of
1977.
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In accordance with the attached schedule of delivery, pick-up
and returns, implementation shall be made in three (3) phases as
follows:

Phase 1: Initially on November 2, 1978, Cebu and Davao
Regional Clearing Units will accept demands against
banks located in the other designated clearing areas in
Visayas and Mindanao. On the other hand, Iloilo,
Bacolod, Tacloban, Cagayan de Oro and Zamboanga
Regional Clearing Units will accept demands against
Cebu and Davao Regional Clearing Units only.

Phase 2: On December 1, 1978, Iloilo and Bacolod Regional
Clearing Units will start accepting demands against
banks in all other clearing areas. At the same time,
Tacloban, Cagayan de Oro and Zamboanga Regional
Clearing Units will stalt accepting demands against
banks in Iloilo and Bacolod.

Phase 3: On January 2, 1979, all tbe designated seven (7)
Regional Clearing Units shall accept demands against
banks in the other six (6) Regional Clearing Units.

Items for Clearing

Items for clearing shall consist of demand items consisting of
checks and/or other documents drawn against banks/branches located
in each of the following clearing areas:

Clearing Centers

Bacolod City
Cagayan de Oro City
Cebu City
Davao City
Doilo City
Tacloban City
Zamboanga City

City Within the
Clearing Areas

None
"

Mand aue
None

"
"
"

Settlement of Clearing Balances

Clearing balances of participating banks/branches shall be de
bited or credited, as the case may be, to the clearing accounts of
their respective head offices in Manila in the afternoon of the same
day the demands are presented for clearing.

MiscellaneOUS

Checks for inter-regional clearing shall be sealed in special
brown envelopes measuring 7" x 11" with the destination "To Cebu"
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or "To Zamboanga", etc. as the case may be, properly stamped in
bold letters of not less than one (1) inch. The left side of the enve
lope shall bear one inch stripe according to the following color
scheme:

Regional Clear;ng
Unit

Bacolod
Cagayan de Oro
Cebu
Davao
noilo
Tacloban
Zamboanga

Color

Green
White
Blue
Red
Violet
Royal Blue
Gray

All participating banks shall keep photocopies/microfilms of
checks presented for clearing.

Any 1086 or damage arising from theft, pilferage, or other causes
affecting items in transit shall be for the account of the sending
bank/branch, institution or entity concerned.

(SGD.) ELENA C. ZALAMEA
Chief Accountant

Attachments:

1. Schedule of delivery, pick-up and return
2. Guidelines for Inter-Regional Clearing

GUIDELINES FOR INTER-REGIONAL CLEARING

1. For an orderly proce86 of exchanges, each bank/branch
representative shall deposit the demand envelopes against drawee
banks/branches located in other Regional Clearing areas in the
respective compartments assigned to each of the participating
banks/branches.

2. The bank/branches representatives shall sort the demand
envelopes received according to regional destination. These shall be
posted as Debits (Items Received) in their respective Clearing State
ments to be prepared in six (6) copies for distribution, as follows:

a) Original. . . . . . . . . . . . . . .. Deposit Liabilities &
Reconciliation Division,
Accounting Department l

Manila
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b)
c)

d)
e)
f)

Duplicate
Triplicate

Quadruplicate .
Quintuplicate .
Sixtuplicate .

Sending bank
Head Office of drawee Bank/
branch
Drawee Bank/Branch
Receiving CB Clearing Unit
File of Sending Clearing Unit

3. The Regional Clearing Officer shall sort according to bank/
branch and regional destination the demand envelopes delivered for
account of banks without branches in his clearing area. Correspond
ing Debit Statement (Clearing Form 4·B) shall be prepared in five (5)
copies for distribution, as follows:

a)

b)

c)
d)
e)

Original .

Duplicate

Triplicate .
Quadruplicate .
Quintuplicate .

Head Office of Drawee
Bank/Branch

DLRD, Accounting Depart-
ment, Manila

Drawee Bank/Branch
Receiving CB Clearing Unit
Sending CB Clearing Unit

4. The quadruplicate and quintuplicate copies of the Clearing
Statements and the triplicate and quadruplicate copies of the Debit
Statements shall be attached to the demand envelopes for shipment
to the Regional Clearing Units concerned. In acknowledgment of
receipt of inter-regional demands, clearing representatives of respect
ive drawee banks/branches at destination shall sign these copies of
the clearing statement or debit statement as the case may be.

5. In the Regional Clearing Unit where the demands are pre-
sented, the clearing statements and debit statements shall be sum
marized in a Clearing Advice (Form 4.B(a) ). Together with triplicates
of the clearing statements and originals of the debit statements, the
original of the Clearing Advice shall be forwarded to Head Office of
the Drawee Bank/branch thru the Clearing Operations Division,
Manila. Upon receipt, the Clearing Advice shall be the basis for en
tries in the respective books of accounts of the banks concerned. The
duplicate shall be forwarded to the Deposit Liabilities and Reconci
liation Division and the third copy shall be retained by the Regional
Clearing Unit.

6. The daily results of both local and inter-regional clearing
shall be summarized in the consolidated clearing proof sheet. For
purposes of transmission to the Head Office through the DEX ma
chine, the results of clearing as reflected in the Consolidated Proof
Sheet, shall be transferred into the condensed Clearing Form 4-C(a).
Any exception or observation which requires immediate attention
shall be explained in the memorandum portion.

7. In case of delay /cancellation of flights as confirmed by the
PAL Office and/or non-arrival of clearing pouches according to

[356]



schedule, the clearing unit concemed shall immediately notify the
sending clearing unit by telephone subject to confirmation in writing
on the fonowing day. The sendillg clearing unit concemed shall
advise the demanding banks of such delayIcancell.ation/non-arrival of
clearing pouch and that the p:reflC'libed schedule for returns shall be
extended accordingly.

8. All shipments of demand envelopes shall be accompanied
by the usual check list of manifest.

INTER·REGIONAL CLEARING IN VISAYAS AND MINDANAO
(SCHEDULE OF DELIVERY·PICK-UP AND RETURN)

Delivery to Drawee Banks Sending Banks
Clearing Units Pick-up Retum Pick -up of ReturDll

Prom To Day Time Day Time Day Time Day Time

Cebu - Cagayan
de Oro 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 4:00 pm

Davao 1st 9:00 am 1st 4:00 pm 2nd 9:00 am 2nd 4:00 pm

Zam-
boanga 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Taclo-
ban 1st 9:00 am 2nd 4:00 pm 3rd 9:00 am 4th 4:00 pm

Bacolod 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Dollo 1st 9:00 am 1st 4:00 pm 2nd 9:00 am 3rd 9:00 am

Bacolod - Cebu 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Doilo
(M-T-W) 1st 9:00 am 1st 4:00pm 2nd 9:00 am 2nd 4:00 pm

Doilo
('Thurs.) 1st 9:00 am 1st 4:00pm 2nd 9:00 am 3rd 9:00 am

.Dollo
(Friday) 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 3rd 4:00 pm

Cagayan
de Oro 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 5th 9:00 am

Davao 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Zam-
boanga 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Taclo-
ban 1st 9:00 am 2nd 4:00 pm 3rd 9:00 am 5th 9:00 am

Cagayan
de Oro - Cebu 1st 9:00 am 2nd 4:00 pm 3rd 9:00 am 4th 9:00 am

Davao 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 4:00 pm

Zam-
boanga 1st 9:00 am 3rd 9:00 am 4th 9:00 am 5th 9:00 am
Bacolod 1st 9:00 am 3rd 9:00 am 4th 9:00 am 5th 9:00 am

Dollo 1st 9:00 am 3rd 9:00 am 4th 9:00 am 5th 9:00 am
Taclo-
ban 1st 9:00 am 31d 4:00 pm 4th 9:00 am 5th 9:00 am
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Delivery to Drawee Banks Sending Banks
Clearing Units Pick.Up R~um Pick~pofR~ums

hom To Day Time Day Time Day Time Day Time

Davao Cagayan
de Oro 1st 9:00 am 2nd 4:00 pm 3ni 9:00 am 4th 9:00 am

Cebu 1st 9:00 am 1st 4:00 pm 2nd 9:00 am 2nd 4:00 pm

Dono 1st 9:00 am 2nd 9:00 am 3ni 9:00 am 4th 9:00 am

Zam·
boanga 1st 9:00 am 2nd 9:00 am Brd 9:00 am 4th 9:00 am

Bacolod 1st 9:00 am 2nd 9:00 am 3ni 9:00 am 4th 9:00 am

Taclo-
ban 1st 9:00 am 2nd 4:00 pm 3J:'d 9:00 am 4th 4:00 pm

Doilo - Bacolod
(M-T-W) 1st 9:00 am 1st 4:00pm 2nd 9:00 am 2nd 4:00 pm

Baeolod
(Thum.) 1st 9:00 am 1st 4:00 pm 2nd 9:00 am Srd 9:00 am

Bacolod
(Friday) 1st 9:00 am 2nd 9:00 am 3J:'d 9:00 am Srd 4:00 pm

Cebu 1st 9:00 am 2nd 9:00 am Brd 9:00 am 3m 4:00 pm

Davao 1st 9:00 am 2nd 9:00 am 3m 9:00 am 4th 9:00 am

Cagayan
de Oro 1st 9:00 am 2nd 9:00 am 3ni 9:00 am 5th 9:00 am

Taclo-
ban 1st 9:00 am 2nd 4:00 pm 3m 9:00 am 4th 4:00 pm

Zam-
boanga 1st 9:00 am 2nd 9:00 am Srd 9:00 am 4th 9:00 am

Tacloban - Cebu 1st 9:00 am 2nd 4:00 pm 3m 9:00 am 4th 4:00 pm

Cagayan
de Oro 1st 9:00 am 2nd 9:00 am 3ni 9:00am 5th 4:00 pm

Davao 1st 9:00 am 2nd 4:00 pm 3J:'d 9:00 am 4th 4:00 pm

Bacolod 1st 9:00 am 3ni 9:00 am 4th 9:00 am 5th 4:00 pm

Dollo 1st 9:00 am 2nd 4:00 pm 3m 9:00 am 4th 4:00 pm

Zam-
boanga 1st 9:00 am 2nd 9:00 am 3m 9:00 am 4th 4:00 pm

Zamboanga-Cebu 1st 9:00 am 2nd 9:00 am 3m 9:00 am 4th 9:00 am

Davao 1st 9:00 am 2nd 9:00 am 3m 9:00 am 4th 9:00 am

Cagayan
de Oro 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 5th 9:00 am

Bacolod 1st 9:00 am 2nd 9:00 am 3rd 9:00 am 4th 9:00 am

Doilo 1st 9:00 am 2nd 9:00 am 3m 9:00 am 4th 9:00 am

Taelo-
ban 1st 9:00 am 2nd 4:00 pm 3m 9:00 am 4th 9:00 am

NOTE: The above schedule of pick-up and returns are subject to change in
case of delay/cancellation of PAL flight/water transportation.
However, all banks concerned shall be notified accordingly.
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CIRCULAR-LETTER
October 5, 1978

TO: ALL BANKS AND NON-BANK FINANCIAL INTERMED
IARIES WITH QUASI-BANKINO FUNCTIONS

Re: tMemorandum dated 5 September 1978 on interpretation
of Circular No. 492 dated 2 January 1976 and Circulars
No. 584-589 dated 24 December 197'rJ

Please correct the answer to Query No. 12 in subject Memoran
dum so that the circular cited towards the end of the sentence should
read Circular No. 585.

(SOD.) R. V. TIAOQUI
Director

000

CIRCULAR-LETTER
October 23, 1978

TO: ALL AUTHORIZED AOENT BANKS:

Authorized agent. banks of the Central Bank are hereby advised
that in view ofthe~w procedure adopted by the Foreign Exchange
Department of this Bank whereby all applications for the purchase
of foreign exchange covering invisible transactions are numbe~
follow-ups by your representatives and/or your clients shall be by
the number assigned to the applications. Please advise your clients
accordingly to facilities servicing of their applications.

(SOD.) B. D. RUIZ
Director

000

CIRCULAR LETTER TO ALL RURAL BANKS
November 7,1978

SUBJECT: Special Savings Deposits (Account)

Under Memorandum Circular to All RBs No. 77.5,jUral banks
are authorized to credit Special Savings Deposit (SSDs) accounts of
their borrowers up to 100% of their loans even if the same are only
funded up to 50% from Special Time Deposits (STDs~.7rhese SSDs
become fully funded only after such loans have been "totally redia
counted with the Central Bank. This scheme is allowed only if the
financing program is initiated from STDs and for which proper
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safeguards and controls are instituted under the aforementioned
circular.

Rural banks participating in the short term supervised credit
program which do not utilize Special Time Deposit to initially fund
their short term supervised loans are not authorized to set-up Special
Savings Deposits account.

Any rural bank which violates this circular shall be automati
cally denied financial assistance from the Central Bank.

Please be guided accordingly.

(SGD.) G.S. LICAROS
Governor

000

CIRCULAR-LETTER NO.06
November 9,1978

TO: ALL FOREIGN CURRENCY DEPOSIT UNITS

Please be advised that atForeign Currency Deposit Uni17acting
at the request and in accordance with the instruction of its- foreign
correspondent bank, Lmay issue letters of credit for a non-resident
importer in favor of a non-resident exporter, and is authorized to
make payment to or to the order of the non-resident exporter or to
pay, accept or negotiate drafts/bills of exchange drawn under the
letter of credl!;' provided, that the foreign correspondent bank
making the request shall deposit sufficient foreign exchange with the
FCDU opening the letter of credit to cover all drawing to be made
thereunder.

Please be guided accordingly.

(SGD.) CESAR J. LOMOTAN
Deputy Governor

000

CIRCULAR-LETTER
November 9, 1978

TO: ALL AUTHORIZED FOREIGN EXCHANGE DEALERS OF
THE CENTRAL BANK

It has been noted that some Authorized Foreign Exchange
Dealers still do not comply with Circular-Letter dated July 28, 1978.
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It is therefore reiterated that subject Circular which reads _
follows be complied with immediately:

"For easy identification of the name of [tPe issuing
Authorized Foreign Exchange Dealer, all Authorized ForeWt
Exchange Dealers are hereby enjoined to stamp on the Centnl
Bank official receipt to be issued for every purchase of foreign
exchange, the name of the establishment/firm/bank on the
space provided on the rece~and must be signed in full by the
Cashier or Teller on the space also provided for that purpose."

Please be guided accordingly.

(SGD.) B.D. RUIZ
Director

000

CIRCULAR~LETTERNO. 07
November 13, 1978

TO: ALL FCDUs and 343 BANKS

In order to ensure expeditious action in any legal action or pro
ceedings abroad in respect to foreign currency deposit transactions
where the services of an agent abroad are nece~ to receive
summons and/or service of process relative thereto,[!be appointment
or designation of such agent who may be a Philippine diplomatic
official or Consul shall not be made in the form of a Power of
Attorney executed{f, the designating/appointing bank in favor of
the proposed agent, ut shall be made in the form of a proposal
to designate or nam the said diplomatic or Consulate official, and
the proposal should be coursed through the Ministry of Foreign
Affairs. In every case, the appointment or designation shall have
the acceptance in writing of the proposed agent.

Please be guided accordingly.

(SGD.) CESAR J. WMOTAN
Deputy Governor

000

CIRCULAR LETTER TO ALL RURAL BANKS
November 14, 1978

NO. 78-26

Subject: Loaning Capacities of Rural Banks for Supervised
Credit as of June 30, 1978
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Attached herewith, for your information and guidance, is a
self-explanatory Memorandum No. 14, Series of 1978, which was
issued by Executive Director Domingo F. Panganiban of the Na
tional Food and Agriculture Council (NF AC) in connection with
the implementation of Masagana 99, Maisan 77, Gulayan sa Ka
lusugan and other food production programs.

(SGD.) CONSOLACION V. ODRA
Director

Republika ng Pilipinas
Kagawaran ng Pagsasaka

PAMBANSANG PANGASIWAAN NG PAGKAIN AT PAGSASAKA
(NATIONAL FOOD AND AGRICULTURE COUNCIL)

Diliman, Lungsod ng Quezon

29 September 1978

MEMORANDUM:
No. 14:
Series of 1978

TO: All Provincial Action Committees (PACs)
All Provincial Program Officers
All RB/PNB/ACA Managers

FROM: Domingo F. Panganiban
Executive Director

SUBJECT: TLoaning Capacities of Rural Banks for Supervised
L(;redit as of June 30, 1978 (Masagana 99, Masaganang

Maisan, GUla~n sa Kalusugan and other Food Produc
tion Programs!J

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *
Attached herewith for your information and reference are

the loaning capacities of qualified rural banks in your province
which should be utilized as a guide in allocating the number
of hectares each rural bank could finance under the Masagana
99, M-Maisan and other food production programs. These
figures were supplied by the Central Bank Department of
Rural Banks and Savings and Loan Associations and were
arrived at after computing each rural bank's past due ratio,
risk asset ratio and past due obligations with either
CB-DRBSLA or CB-DLC based on their June 30, 1978 fi
nancial statements. Since the figures are as of June 30, 1978,
there is a possibility that the individual rural bank's financial
condition may have improved after that date. Therefore,
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adjustments in the bank's loaning capacity may be made, or
for some rural banks not Hated herein, they may become
eligible to obtain financial .-istance from the Central Bank
at a later date.

The Provincial Action Committee Chairman should con-.
vene the PAC as soon as possible so that the matteI'S of
allocating financing targets among rural banks and the ently
of other financing institutions like the PNB, ACA or other
rural bank in areas which cannot be served by a rural bank
for whatever reason, could be discusaed before the onset of
Phase XII (November 1978-April 1979). Likewise, all Pro
vincial Program Officers are requested to sit down with all
bank managers before submitting to NF AC their province'
financing targets for Phase XII. PPOs who have already sub
mitted Forms TA-4 to TA-9 have until October 15, 1978
to revise said forms if necel88l'Y so that their financing tar
gets will jibe with the loaning capacities listed herein.

Rural Banks not included in the list are advised to get
in touch with CB-DRBSLA in the same manner that all queriee
related to the loaning capacities should be directed to the said
department.

Please be guided accomingly.

DOMINGO F. PANGANIBAN
Executive Director

LOANING CAPACITIES OF RURAL BANKS UNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978

(Amount in 000 f1")

PANGASINAN

1.Agoo
2. Alaminos
3. Alcala
4. Balungao
5. Bani
6. Bautista
7. Bolinao
8. BugaIlon
9.Bwgos

10. Infanta
11. Kaluyagan
12. Labrador

P 1,685.905 13. Mabini
9,640.821 14. MaIasiqui
1,848.214 15. Manaoag
1,871.892 16. Mangaldan
6,605.786 17. Pozorrubio
1,145.484 18. San Fabian

618.754 19. San Nicolas
1,555.542 20. Sta. Barbara
3,356.038 21. Sison
1,566.070 22. Sua!

13,210.625 23. Urbiztondo
5,684.070 24. Basista
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LOANING CAPACITIES OF R URAL BANKS UNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978 (Continued)

(Amount in 000 "P)

LA UNION KALING A APAYAO

I.Agoo I" 2,094.915 1. Rizal P946.385
2. Aringay 921.787 2. Tabuk 1,363.747
3. Bacnotan 2,658.505
4. Bannawag 3,363.563 ISABELA
5. Bauang 1,453.099 1. Magsaysay P2,033.049
6. Luna 2,672.359 2. Naguilian 1,131.552
7. Naguilian 2,747.551 3. San Isidro 397.210
8. Rang-oy 1,381.034
9. San Gabriel 1,774.330 CAGAYAN

ILOCOS SUR 1. Claveria Pl,617.587
2. Sanchez-Mira 1,815.233

1. Cabugao Pl,008.645
2. Galimuyod 993.252 ZAMBALES
3. Masingal 171.873 1. Cabangan P881.295
4. Santiago 1,598.156 2. Candelaria 645.046
5. Sta. Cruz 586.920 3. San Marcelino 2,439.625
6. Sta. Lucia 143.115 4. Sta. Cruz 547.712
7. Sta. Maria 1,279.608 5. Subic 2,201.162
8. Tagudin 2,166.656
9. Sudipen 433.605 TARLAC

BENGUET 1. Mayantoc N85.014

1. Baguio P3,898.811 2. Victoria 4,958.521

2. Tuba 643.565 3. CRB Tarlae 1,856.619

3. Bontoc 1,513.731
PAMPANGA

ILOCOS NORTE 1. Magalang Pl,355.620

1. Batac P2,722.895 2. Porac 2,319.084

2. Paoay 1,737.710 3. San Fernando 3,335.214
4. San Simon 514.360

ABRA
NUEVA ECIJA

1. Bangued Pl,763.349
1. Aliaga P351.011

QUIRING 2. CBRof
Nueva Ecija 15,441.326

1. Diffun P1,437.651 3. Gapan 1,843.523
4. Palayan 832.975

NUEVA VISCAYA 5. Quezon 3,630.994
1. Aritao M,070.377 6. Sto. Domingo 2,108.505
2. Bambang 2,036.881 7. Nampicuan 523.758
3. Dupax 1,398.349
4. Solano 3,265.976
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LOANING CAPACITIES OF RURAL BANKS UNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978 (Continued)

(Amount in 000 ?)

BULACAN 16. Pateros 388.694
1. Angat -flS,546.826 17. Pililia 2,505.290
2. Calumpit 1,826.096 18. S.F. del Monte 7,808.983
3. Del Pilar 127.222 19. San Mateo 725.931
4. F.Balagtas 1,458.746 20. 2nd RB Antipolo 1,236.490
5. Hagonoy 1,797.398 21. Tanay 725.931
6. Malolos 4,005.546 22. zapote 309.621
7. Meyeauayan 1,096.329

QUEZON8. 2nd RB of
Meyeauayan 4,521.578 1. Agdangan f'924.396

9. Norzagaray 1,130.286 2. Alabat 3,414.096
10. Pandi 1,288.715 3. Atimonan 3,150.777
11. Plaridel 893.549 4. CaIauag 2,952.196
12. Pulilan 3,539.361 5. Dolores 4,005.066
13. San Ddefonso 3,387.368 6. Guinayangan 47.33'7
14. Sta. Maria 816.088 7. Gumaea 852.442

8. Infanta 1,362.600
BATAAN 9. Lopez 963.055

1. Abueay 1" 2,686.072 10. Lueban 3,786,301
2. Bagac 2,168.882 11. Ma. Aurora 1,118.532
3. Balanga 2.027.048 12. Mauban 3,925.721
4. Dinalupihan 514.489 13. Mulanay 789.306

5.Limay 2,409.463 14. Padre Burgos 1,539.056

6. Mariveles 1,922.382 15. Pitogo 1,653.568

7.0rani 10,867.994 16. Plaridel 801.754
8. Orion 414.179 17. Real 1,348.846
9. Pilar 3,467.864 18. Sampaloc 1,012.572

10. Sarna! 1,214.427 19. San Antonio 1,253.354
20. San Narciso 505.628

RIZAL 21. Sariaya 1,185.443

P- 3,367.850
22. Tagkawayan 293.323

1. Angono 23. Tayabas 4,197.462
2. Antipolo 1,236.490 24. Tiaong 8,991.327
3. Baclaran 1,676.047 25. Unisan 2,535.341
4. Binangonan 339.918
5. CaIooean 986.451 ROMBLON
6. Capitol RB Q.C. 2,730.693

1. CBR Romblon P2,433.1207. Katipunan 905.094
8. Las Pifias 145.094 2. San Fernando 1,127.884

9. MaIabon 1,057.969
AURORA10. Mandaluyong 3,197.600

11. Marikina Valley 1,344.280 1. Aurora P717.391
12. Morong 394.734
13. Navotas 1,154.430 PALAWAN
14. Parafiaque 1,104.964 1. Brooke's Point ~3,485.668
15. Pasay 6,996.319 2. Coron 763.757
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LOANING CAPACITIES OF RURAL BANK SUNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978 (Continued)

(Amount in OOO?)

3. Narra 1,343.902 7. Lilia 884.076
8. Los Banos 1,815.121

MINDORO ORIENTAL 9. Luisiana 2,548.470

1. Baco Pl,922.119 10. Magdalena 1,654.824

2. Bongabon 3,904.832 11. Majayjay 789.583

3. Calapan 2,754.841 12. Nagcarlan 964.739

4. Gloria 3,052.502 13. Pagsanjan 1,025.355

5. Mansalay 2,627.379 14. Pangil 1,119.065

6. Pin amalayan 4,112.223 15. Rizal 1,876.437

7. Roxas 973.569 16. San Pablo 2,802.730

8. San Teodoro 1,034.805 17. Seven Lakes 2,975.878
9. Socorro 1,425.358 18. Siniloan 2,170.136

10. Victoria 1,913.768 19. Victoria 5,099.383

MINDORO OCCIDENTAL MARINDUQUE

1. Abra de Hog P823.456 1. Gasan P613.531
2. Lubang 790.623 2. Mogpog 1,729.074
3. Sablayan 1,096.044

ALBAY

CAVITE 1. Bacacay P882.863

1. Alfonso P1,124.133 2. Camalig 2,111.695

2. Amadeo 4,465.393 3. Daraga 1,049.568

3. Bacoor 3,361.905 4. Guinobatan 36.778

4. Cavite 2,973.867 5. Jovellar 4,031.458

5. Dasmarinas 3,957.782 6. Ligao 7,965.905

6. Gen. 7. Malilipot 900.657

Aguinaldo 3,012.301 8. Pio Duran 3,254.052

7. Gen. Trias 682.802 9. Polangui 1,604.087

8. Indang 89.547 10. Sto. Domingo 1,278.612

9. Magallanes 2,984.744
10. Maragondon 1,941.860

BATANGAS

11. Salinas 626.779 1. Agoncillo P2,129.843

12. Silang 1,286.737 2. Alitagtag 2,344.111

13. Tagaytay 862.798 3. Calaca 3,561.301

14. Tanza 1,262.005 4. Cuenca 2,136.097

15. Sto. Nino 2,547.862 5. Farmers (Lian) 1,647.345
6. Lemery 5,968.214

LAGUNA 7. Lobo 3,104.084

1. Alaminos P2,442.808
8. Mabini 2,784.157

2. Binan 1,907.852
9. Malarayat 9,963.377

3. Cabuyao 3,552.742
10. Malvar 4,378.599

4. Calamba 4,155.431
11. Mataas na

5. Calauan 2,304.630
Kahoy 2,370.811

6. Canlubang
12. Nasugbu 2,475.392

Planters 2,690.853
13. Padre Garcia 2,045.997
14. Rosario 3,025.117
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LOANING CAPACITIES OF RURAL BANKS UNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978 (Continued)

(Amount in 000 ~)

15. SanJose 2,326.578 5. Libertad 1,289,872
16. San Pascual 729.334 6. Pationgon 830,081
17. St~. Tomas 4,805.917 7. Sibalom 844,540
18. Taal 675.532
19. Tuy 2,365.556 CAPIZ
20. Batangas 3,303.457 1. Cuartero f'l,193,487

2. Dao 1,548,458
CAMARINES SUR 3. Dumalag 3,269.296

1. Baao P'l,950,Ol1 4. Jamindan 1,339,540
2. Bato 1,040,372 5. Ma-ayon 1,439,788
3. Bombon 1,366,839 6. Panay 3,246.990
4. Camaligan 921,010 7. Pilar 901,348
5. Goa 626,490 8. Sapian 792,904
6. Lagonoy 1,392,468
7. Libmanan, NEGROS OCCIDENTAL

Mun.RB 1.206,613 1. Isabela Pl ,899 ,855
8. Mag-arao 817,425 2. La Carlota 2,581,099
9. Nueva Caceres 2,747,992 3. Magallon CRB 1,765,455

10. Ocampo 1,219,251 4. San Carlos
11. Ragay 1,020,583 City 1,028,774
12. Rinconada 2,038,445 5. Taboso 1,264,663
13. San Jose 1,644,622 6. Villadolid
14. Tinambac 860,794 CRB 1,535,674
15. Balatan 803,653

ILOILO
CAMARINES NORTE 1. Alimodian Pl,474,452

1. Capalonga PI,461.724 2. Banate 474,078
2. J. Panganiban 1,213.823 3. Barotac Nueva 2,512,457
3. Labo 2,046.699 4. Calinog 78,390
4. Talisay 2,703.446 5. DingleCRB 678,524

6. Guimbal 1,396,955
MASBATE 7. lloilo 7,432,420

1. San Jacinto PI ,353.982 8. Leon CRB 851,766
9. Miagao 2,739,739

SORSOGON 10. Passi 167,933

1. Donsol t'2,757.163 11. San Enrique 3,789,321

2. Pilar 2,083.580 12. Sara 2,496,038
13. Tigbauan 693,3163. Sorsogon 1,875.304 14. Tubungan 1,431,378

ANTIQUE 15. Zarraga 2,499,196
16. Lemery 662,388

1. Barbaza P889.168
2. Belison 1,552.208 AKLAN
3. Gulasi 907,194 1. Altavas 1'1,751,132
4. Hamtic 695,959 2. Balete 1,217,443
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LOANING CAPACITIES OF RURAL BANKS UNDER
SUPERVISED CREDIT AS OF JUNE 30,1978 (Continued)

(Amount in 000 F)

3. Banga 2,317,436 13. Sibonga 385.753
4. Batan 730,917 14. Talisay 723,612
5. Ibajay 1,498,438 15. Larena 648,361
6. Libacao 959,479
7. Madalag 839,619 NORTHE RN SAMAR
8. Makato 2,559,907 1. Catannan Pa85,930
9. Malinao 3,578,432 2. Lavezares 1,153,912

10. Tangalan 646,427
SOUTHE RN LEYTE

BOHOL 1. Hinundayan P422,400
1. Alicia P659,650
2. Davis 580,053 LEYTE
3. Inabanga 1,205,419 1. Albuera P525,966
4. Leon 480,053 2. Calubian 1,679,818
5. San Miguel 270,929 3. Hilongos 1,502,978
6. Sierra Bullones 1,440,771 4. Palo 937,598
7. Talibon 266,710 5. Palompon 1,684,055
8. Tubigon 1,627,425 6. Sogod 264,603
9. Ubay 1,735,725 7. Kananga 396,062

10. Carmen 843,958 8. Carigara 507,224

NEGROS ORIENTAL WESTERN SAMAR
l. Guihulngan t'555,709 1. Basey Pl,074.073
2. Mabinay 2,270,004 2. Calbayog 800.699
3. Manjuyod 2,209,013
4. Sta. Catalina 2,008,345 EASTERN SAMAR
5. Siaton 1,490,808

1. P5,228,1206. Tanjay 3,706,865 Borongan

7. Zamboanguita 517,471 2. Guiuan 2,021,250

8. Pamplona 2,187,866 3. Dolores 1,253,257

9. Tayasan 983,599
BASILAN

CEBU 1. Basilan PS,510,314

1. Balambon M..160,317
ZAMBOANGA DEL NORTE2. Barili 2,845.068

3. Cannen 3,686,112 1. Dapitan, CRB P3,216,678
4. Compostela 2,165,340 2. Sindangan
5. Lapu-lapu 1,641,684 CRB 748,964
6. Liloan 1,605,512 3. Dipolog 2,447,202
7. Mandaue 578,232 4. Pinon 851,218
8. Minglanilla 1,267,527 5. Rizal 1,695,905
9. Naga 777 ,877

10. Oslob 808,599 AGUSAN SUR
11. San Fernando 2,150,230 1. Talacogon P2,364,783
12. Santander 1,071,209
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LOANING CAPACITIES OF RURAL BANK SUNDER
SUPERVISED CREDIT AS OF JUNE 30, 1978 (Continued)

(Amount in 000 1")

AGUSAN NORTE DAVAO ORIENTAL

1. Nasipit P3,332,822 1. Baganga ?' 1,607,443
2. Mati 5,165,077

BUKIDNON 3. San Isidro 3,033,688

1. Kalilangan P949,157 DAVAONORTE
2. Manolo

Fortich 657,657 1. Babak 1" 946,143
3. Coop. RB 2. Kapalong 605,329

Bukidnon 2,440,032 3. Mawab 450,686
4. Montevista 361,957

MISAMIS ORIENTAL 5.Panabo 2,511,207

1. Gitagum 'P2,216,644 SOUTH COTABATO

2. Initao 568,109
3. Laguindingan 494,529 1. Kiamba ?' 1,355,770
4. TaliBayan 1,961,209 2. Malungon 845,294
5. Villanueva 1,004,462 3. Norala 3,309,258

4. Polomolok 1,993,269
MISAMIS OCCIDENTAL 5. South Cotabato

Coop. 6,282,311
1. Aloran ?2,699 ,608 6. Tantangan 867,444
2. CRB Calamba 2,245,501
3. Jemenez 1,264,281 NORTH COTABATO
4. Oroquieta 1,928,714
5. Ozamis City 2,363,244 1. Kabacan P- 844,787
6. Plaride1 City 832,493 2. Midsayap 2,771,194

7. Tangub 4,742,992
LANAOSUR

SURIGAO NORTE
1. Butig ?839,860

1. Alegria ?' 512.042 2. Calawi-Bacolod

2. Loreto 748.781 Grante 2,132,523
3. Pualas 1,200,256

SURIGAO SUR 4. Tugaya 1,469,192

1. Lianga 1" 810,340
2. Tandag 3,221,754

DAVAO SUR

1. Mala1ag P3,981,404
2. Sulop 336,376
3. Santa Cruz 484,346
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CIRCULAR LETTER NO. 08
November 17,1978

TO : ALL CIRCULAR 343/547 BANKS:

Our Office continues to receive reports (CBP 6.40.03 and CBP
6.40-03.1) from some provincial and Metro Manila branches of the
banks covering their foreign currency transactions under the pro
visions of Circular 343, as amended by Circular 547. The attention
of the banks is invited to the provisions of Section 16 of Circular
343 which read as follows:

"SEC. 16 . Periodic Report

xxx xxx

"b. For the purpose of the required reports, the prin
cipal office in the Philippines of the authorized
bank and all its branches, agencies located therein
shall be considered as a single unit"

Pursuant thereto only one (1) consolidated report shall be
submitted by each bank. Accordingly, )banks are requested to cir
cularize to their respective branches to desist from submitting
to this Office fragmented reports covering the foreign currency
transactions of some of their provincial and Metro Manila branche~

In addition, branches of Circular 547/343 banks should be ad
vised to stop submitting to this Office weekly reports on CBP 6-22
51 and CBP 6-22-52 since these reports have already been super
seded by CBP 6.40.03.

Very truly yours,

(SGD.) B.D. RUIZ
Director

000

CIRCULAR-LETTER
November 20, 1978

TO: ALL AUTHORIZED AGENT BANKS

'Pursuant to Sections 4, 7, and 12b of Presidential Decree~
1206 dated October 6, 1977lt~ating the Department of Ene~~
this Bank has been directed~ require as a condition for the
remittance of foreign exchange payment of freight for crude/here
after !mported into the Philippines a clearance from the Bureau of
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Energy Utilizatiod stating that PNOC and/or its affiliates and sub
sidiarieiJ pursuan~ to Letter of IMtruC\ion 400 (LOI 400). do not
have the appropriate and/or required tonnage capability. whether
owned. chartered or hired. to transport the crude for which pay
ment remittance is requested.

Accordingly. you are hereby advised that all applications for
forward exchange cover and/or applications for remittances of foreign
exchange in payment of freight chuges for crude oil imports of local
oil companies shall be accompanied by such clearance before the
remittance may be effected I effectiVe immediately.

This supersedes our Circular-Letter to Authorized Agent Banks
dated May 12. 1976.

(SGD.) CESA-R J. LOMOTAN
Deputy Govemor

000

CIRCULAR LBTTER NO. 09
November 20.1978

TO: ALL OFFSHORE BANKING UNITS

Ple8le be advised that the Monetary Board. in its Resolution
No. 358 dated March 3. 197811iithorized all approved Philippine
offshore banking units (OBUs) 'lei' extend financial assistance (real
estate. car. personal loans. etc.) in local currency to their Filipino
OffJCelS and employees as part of their fringe benefit program~

subject to the following conditions:

1. The Filipino employees' loan program shall be financed
through. any of the following meaDS:

a. By inward remittlm.<:e of acceptable foreign currencies
from the Head Office/.other foreign-based branches. and/
or

b. By assignment to the Manila offshore banking unit of the
peso dividends due the Head Office/foreign-based branches
otherwise remittable abroad under existing regulations;
and

2. Regular monthly reports monitoring the various trans
action under the financial assistance plans of offshore banking units
for their Filipino officers and employees shall be submitted to the
Central Bank. For this purpose, OBUs shall append the required
report to CBP 6-40-01. The report shall indicate the name of the

[371]



Filipino-staff borrowers; the original amount of the loan; the out
standing balances; the purpose of the loan; the maturity period; and
the interest rates, if any.

It is also hereby advised that OBUs may grant foreign currency
loans to their expatriate officers without need of Central Bank
approval.

(SGD.) CESAR J. LOMOTAN
Deputy Governor

000

CIRCULAR-LETTER
November 23, 1978

TO: ALL FOREIGN CURRENCY DEPOSIT UNITS (FCDUs)
AND CIRCULAR 343 BANKS

Circular-Letter dated August 16, 1977 prescribing guidelines
"\!.O facilitate appropriate action on transactions contemplated under
Circular Nos. 546.and 547 dated November 26, 1976 governing
the operations of OBUs and FCDUs, respectively, is hereby amended]
so that item 4 thereof shall read as follows:

4. General supervision over the OBUs, FCnUs, and Circular
343 banks shall be the responsibility of the Foreign
Exchange Department. FCDU and Circular 343 accounts
shall, however, be subject to the regular examination by
the Department of Commercial and Savings Bank to
enable it to discharge properly its duties and responsi
bilities as defined under Sec. 25 of R.A. No. 265 other
wise known as the Central Bank Act, provided, however,
that in conducting such examination, the Department
of Commercial and Savings Bank shall invite the Foreign
Exchange Department to send its own examiner/a so that
the examination of the FCDU/343 accounts shall be
undertaken simultaneously, if possible.

Please be guided accordingly.

(SGD.) G.S. LICAROS
Governor
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DEPARTMENT OF COMMERCIAL AND SAVINGS BANKS

TO The Governor
Thm The Deputy Govemor

Supervision and EzNnjnation Sector

The Acting Special Assistant to the Governor
(Mr. Amulfo B. Auaillano)

From

Subject

Date

The Director

SupelVision and Examination of FCDU and Circular
343 accounts

November 8.1978

This is in connection with the exercise of supervisory functions
over foreign Currency Deposit Unlts (FCDUs).

Facta

1. Circular Letter dated August 16. 1977 prescribing guide
lines for action on transactions contemplated under Circular Nos.
546 and 547 both dated November 26. 1976. governing the opera
tions of OBUs and FCDUs. provides that general supervision over
OBUs and FCDUs shall be the responsibility of the Foreign Exchange
Department.

2. Under the distributicrm of supervisory functions over
OBUs and FCDDs among the Foreign Exchange Department.
MEDIAD and the DeSB approved by the Offshore Banking Com
mittee. regular examination of commercial bank operations under
Central Bank Circular Nos. 343 and 547 will be undertaken by the
FED simultaneously. if poSlibJe. with the regular examination being
undertaken by DCSB. Special examination of commercial bank
operations under Central Bank CiJcular Nos. 343 and 547 will be
done ,by FED.

The above-eited arran~nt was adopted in view of the
comments of the Director. Foreign. Exchange Department in hil
memorandum for the Chairman, Offshore Banking Committee dated
June 10.1977 which rew in pm..·Wows:-

"1. The flxaminGtion of FCDU. if a function primarUy of
the Foreign Exchange DepGrtment

Section 17 of Circular 343 vested unto the Director.
Foreign Exchange Department. Central Bank of the Philippm..
penonally, or by deputy. the authority, from time to time, to
'look into the books of accounts and transactions of each
authorized bank to verify the eligible cover required under the.

[37.3]



regulations and the bank's compliance with the provisions
of the law and these regulations.' Since the FCDU is an ex
panded Circular 343 depository bank, it follows therefore that
the examination of FCDUs should likewise be a function pri
marily of the Foreign Exchange Department."

"2. There is a difference in the examination of FCDUs by the
Foreign Exchange Department (FED) and the examination
by the Department of Commercial and Savings Banks
(DCSB).

The examination of an FCDU by DCSB will just be one
part of a bank-wide examination. On the other hand, examina
tion of the FCDU by the FED will be more concentrated and
hence, more detailed and exhaustive.

The determination of the legality and propriety of trans
actions undertaken by the FCDUs can best be carried out by
the FED because it is the department primarily charged with
the responsibility of verification of compliance with and im
plementation of the law and regulations regarding Circular 343
depository banks and FCDUs. Furthermore, it is the depart
ment which can best appreciate the effectiveness of existing
rules and regulations in attaining the desired objectives."

3. Section 9 of CB Circular 547 prescribing regulations to
implement PD No. 1035 expanding the authority of certain
depository banks under R.A. No. 6426 provides that the operations
of FCDUs shall be subject to pertinent limitations provided for in
R.A. No. 265, as amended, R.A. No. 337, as amended, and other
existing rules and regulations of the Central Bank of the Philippines.

4., The Department of Commercial and Savings Banks is
charged with the responsibility for supervision and examination
of commercial, savings and development banks to assure not only
the observance of the Central Bank Act (R.A. No. 265), the General
Banking Act (R.A. No. 337), other pertinent laws, rules and re
gulations but also the maintenance of a sound banking system.

5. In accordance with a ruling of the Governor contained in
his memorandum dated July 24, 1972 to the then Superintendent of
Banks (copy attached) foreign currency deposits under Circular
No. 343 and now expanded under Circular No. 547, and related
accounts and the eamings and expenses arising therefrom are
included in the bank's statement of condition, report of earnings
and expenses and other reports except reports on CBP-7.16.01
{Report of Required and Available Reserves Against Deposit Liabili
ties) and CBP-7.16.09 (Report on Available Coverage Against Out
standing Import Letters of Credit).
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6; The volume of FODU:· operations has increased coasi
de_I, during the recent m--'1. 'Fhe assets of the whole FCDU
syn-n amounting to Pl1.3fi'l pillion ($1.648 billion) as of ..,
31; 19'78 constituted 14.51% o'the total asaets of the commellldal
bankinglystem of?'78 284 b~D~ Outatanding loans of FCDD••
of the same date amounted to !"'7.950 billion ($1.080 billion)
representing 16.21% of the total loan portfolio of commercial blBka
of P49.047 billion. On the bWs,R.f these data, it is evident that the
solT~~Y and liquidity of the'b~, as a whole, may be affected by
the quattty of the FCDU loalw 'putltaDding. Under existing laws,
rulet md regulations, all useta Ofl bank may be used to answer tor
the bmk's FCDU liabilities in c. the FCDU assets prove to be :111
sufticient (due to losses) to q~,forFenU liabilities.

. .,

7. Inquiry with the ~.,t Director of the Foreign Ex
change Department in ebarae at,OBU·FCDU Group disclosed tUt
said Depariment has not II Y~f ~ondueted examinations of FCnU
op~n8 except to detemt~ ifolume Of deposits and amounts
of .~to,n•. It was also gatheNd.";~at their supervision over FCDUs
ia -.mtect to monitoring of the tolume of transactions and to .
ce~ that FeDUt~ &Ie in accordance with Circular
Nol. 343 and 647 and other ~jgn exchan,ge regulations and tbat
the FCDUs render all report.~.

Comments

There seems to be a .....for a redefinition of supervisory
functions of the Fo~Ex~Department over FCnUs with the
end in view of giving DCSD ellPUcit authority to examine Fcnus
for the fonowing reasons:

1. The thrust of the eUmination of FCnDs contemplated
to be conducted by the FED~ be the detennination of whether
or .otthe tran-.ctiOllJ thenefl ..,in ~coJrlance with the provisUJna
of CiJcular 647 as~ • w" Qthe, fOl8~ exchange rule. and
regulations. Compliance with ...plIO..,ions of the General Banking
Act and rules and regulatiolUl ~Yetla.reto to which FCDU opera
tions are also subject and the ~1ity of the FCDU asset. are not
100p~Unto·by said OepartrnelM.1 I.:

2. Ai mentioned abCMJ t it., the function of the De_Ii ••t
of ee-v4..,ial IIDd a._II BMIIt· iQ ..ute the mainten.. ofl.
1IO'L1nd o-uin. syJtem which in .twD d.peada on the finane. co....
tioa.ol the individual banD. 'I'b:iI.~bility requires a quUtMiw
appmisal of the banks' 8I8etl .. since FOnU assets constitute a
sigtaificant portion of a bank', total 8lIIilets, the quality of the FenU
8IHts will affect the financial coM.ion of the bank as a whole.

PtI-.uant to the GoVelDNfa Memorandum to All Head. of
Sectom, OepaItmenti anQatllees dated August 21, 1978, the
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Director of the Foreign Exchange Department has been consulted
on this matter and in a memorandum dated October 24, 1978, he
interposed no objection to our proposal for the amendment of
Circular Letter dated August 16, 1977 to give DCSB explicit
authority to examine FCDU and Circular 343 accounts of banks.

Recommendation

In view of the foregoing facts and comments, we recommend
that a Circular Letter be issued to amend Circular-Letter dated.
August 16, 1977 (copy attached) so that item No. 4 thereof will
read as follows:

"4. General supervision over the DBUs and FCDUs shall be
responsibility of the Foreign Exchange Department.
FCDU accounts shall, however, be subject to the regular
examination by the Department of Commercial and
Savings Banks to enable it to discharge properly its duties
and responsibilities as defined under Sec. 25 of R.A.
No. 265 otherwise known as the Central Bank Act, pro
vided, however, that in conducting such examination,
the Department of Commercial and Savings Banks shall
invite the Foreign Exchange Department to send its

.own examiner/s so that the examination of the FCDU/343
accounts shall be undertaken simultaneously, if possible."

Attached is the proposed Circular-Letter for your consideration.

(SGD.) ANTONIO T. CASTRO, JR.

000

CIRCULAR LETTER TO ALL RURAL BANKS AND STOCK
SAVINGS AND LOAN ASSOCIATIONS

No. 78-36
December 6, 1978

Please be infonned thatr~.lral banks and stock savings and 10111
associations are no longer required to submit the Monthly Report
on the volume, utilization and outstanding balance of credit
extended under the Palay Marketing Credit Program prescribed by
CB Circular Letter dated August 12, 1977 and Memorandum Cir
cular to All Rural Banks and Stock Savings and Loan Associations
No. 77-'97 dated October 11,1971]

Please be guided aecordmgly.

(SGD.) AMADO R. BRI~AS

Senior Deputy Governor
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CIRCtJL;Mt-LJ:TTER
DeaeIA....29.1978

i,
TO. ALL AUTHORIZED AGENT BANKS:

EDaloed herewith ... ......- of the Memorandum of UnchJr.;
....., dlted December 1$.~~inlthe current ftlItriction.
011·;· to Hongkong by··""-'O lMidenti. for your inlormatlaft
aD4' w 18 well u of,o~,...talcuatoDie~

I ~(

(BGD.) B. D. RUIZ
Director
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MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB NO.1) 1510

January 4, 1978 (iJ

In line with Monetary Board Resolution No. 2555 dated De
cember 20, 1976 epproving the replacement of the Central Bank
Commodity Classification Manual with the 1977 Philippine Standard
Commodity Classification (PSCC) Manual, copies of which are avail
able at cost at the National Economic and Development Authority
(NEDA), Manili1, all authorized agent banks are hereby instructed
to use the said PSCC in classifying the commodity imports of their
clients.

All inquiries for clarification and/or use, application and inter
pretation of the PSCC for commodity classification purposes shall
be referred to the Current Imports and Commodity Classification Of
fice of this Bank.

This memorandum shall take effect as of February, 1978.

Strict compliance herewith is enjoined.

(SGD.) G.S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB NO.8)

January 10, 1978 'Q1h) £\...
Quoted hereunder is Circular Letter No. 20 dated November

29, 1977 , of the Philippine Sugar Commission:

"REPUBLIKA NG PILIPINAS
KOMISYON NG ASUKAL SA PILIPINAS"

(Philippine Sugar Commission)
North Avenue, Diliman, Quezon City

P.O. Box 70, U.P., Diliman, Quezon City

CIRCULAR LETTER NO. 20
Series of 1977-78 November 29,1977

.
SUBJECT: STOP ORDER

[A Stop Order is:'hereDY\imp08ed on the<1011ow~g'7'~export
sugar quedan-permits, -jfi"ihe total quantity of TWo HUNDRED
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SEVBNTY·FOUR &; 13/100 (21•.18) PIC:'LS which were reported
lost: ' ,

I '
~an No. Croff.. ' " Quantity, in picw.

A604J617 19'1DHil 200.00
-02211 19'2.73 74.13

Mills, b..ks and indMdWllJ dealing in sugar are hereby warned
not to make any transaction on the above-mentioned quedan permits,
Agro.Industrial Development CO. of Silay-Saravia is hereby directed
not to Jqke any delivery of the JUpr covered by said quedan-per
mits without prior approval of tkAa' Offi~.

(SOD.) JOSE A. UNSON
Vi~an &; Executive Officer"

Auihori&ed Agent Banks Ih.UH~ guid.ed accordingly.

(IGD.) AMADO R. BRlI'ilAS
'1',iSenior Deputy Govemor

MEMORANDUM TO AmrBoRIZED AGENT BANKS
, (MA~lHO. 1%) 1642

~ Jan~~:~', 19'8 &J
Effective March 1, 1978, Aulloriaeci Agent Banks are Jequired

to _Wi th., Revised Rules: ~;~I'fl8tion8 dated Novem.ber 2~,

1$7'1,~, implementing ~qEfl1Ual J;)ecree No. 930 dated
May 16,1976, simplying eXPc)J:t:~edp.fes.,nd documentation,

I;",:' ,

AotJOldmcty, the foUoWmc'l,.and,sd uport forms .. hereby
PftIIClIiQld :, I I:'

1)

2)

8)

CBP-i)-21-10 ReviItoa 1977 -REPORT OF FOREIGN
" " SALES

CBP-+-21--Q2 RaiIleji1917 - EXPORT DBCLARA
TION (WITH FOREIGN
EXCHANGE PRD-

"'. CUnS)
CSp.- 6-21~3 RnjIion 19'77 - EXPORT DECLARA·

, , TION (WITHOUT FOR-
, " EIGN EXCHANGE
I' PROCEEDS)

Since these forms have been .aJigned and standardized in accold·
Incl. with intemationald~;and practices, Authorized A,.
:BI.db.il1l reproduce th_ in '....... Be~ print as the aU8cbled
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samples to meet the needs of their exporter-clients, Likewise, the
color sequence heretofore followed shall remain the same; i.e.,
green for duplicate, blue for triplicate, pink for quadruplicate, yellow
for quintuplicate, and orange for sextuplicate, while the original as
well as the additional copies required for the Export Declarations
shall be white.

liY-/3

C0

(SGD.) G.S. LICAROS
Governor f\

, REVISED RULES AND REGULATIONS TO IMPLEME~T
PRESIDENTIAL DECREE NO. 930

SIMPLIFYING EXPORT PROCEDURES AND DOCUMENTATION_ '

Pursuant to Section 2 of Presidential Decree No. 930 dated
May 13, 1976, simplifying export procedures and documentation, the
'following revised rules and regulations amending the Rules and
Regulations issued on December 10, 1976, are hereby promulgated.

RULE I. DEFINITION OF TERMS

For purposes of these rules and regulations:

A. "Authorized Agent Bank" shall refer to banks delegated by
the Central Bank of the Philippines the authority to register the
Report of Foreign Sales (RFS) and issue the corresponding Ex
port Declaration (ED) in accordance with Central Bank regula
tions.

B. "Authority to Load" shall refer to the approval or permission
granted by the Bureau of Customs for the loading of export
goods on board the carrier specified in the covering Export
Declaration. This authority shall be issued by the Chief, Export
Coordination Division, for the Commissioner of Customs in
the Port of Loading, on the space provided for at the back page
of ED 3.

C. "Bulk Cargoes" shall refer to cargoes that are not handled in
packed units,like grains, fertilizers, oil, copra, etc.

D. "Certificate of Origin" shall refer to the declaration of the ex
porter, certified by the Bureau of Customs, that his export
product complies with the origin requirements specified for
goods under the Generalized System of Preferences (GSP) in
the case of Certificate of Origin Form Ai or his export product
is either wholly or partially of Philippine origin, in the case of a
General Certificate of Origin.

E. "Certificate of Shipment" shall refer to the document which
the Bureau of Customs issues upon request of the exporter, or
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IIiI duly authorized repreeenUilive, certifying to the nature of
Ibipment of his export 1QOd. which could either be full Ihi~
_nt effected, shorHhiplUllt, mUHJtl or non-shipment.

F. "Commodity Clearance" 8hd refer to the certificate sued by
a governQ18nt commodity "floe IIt*esting that the quality of
the export commodity is in aceoJdmce with established or ap
plicable ltanduds for .uch ,""'lIeU.

G. ''Cont4Ulerized CfII'6OMJ" .111 re6lr to ougoes contained ill
coDWn. VanJ or other ...... :traaaport units.

H. "Conventional Cargoa" ah.u wier to calloes that are hllldled
in pieces, packaa., cratel, bNI,pd the like.

I. "E.tobUlhed Standard." ....u Jefer to the standuds set by the
loveJTlmtnt commodity 0"for export product.

J. "E"port Declaration" shall 18k to the document preacribed by
the Central Bank of the Pbi1ippinea IDd the Bureau of Cwtoma
fer every export sbip~~. _emby the exporter or his dul,
au.thorized !8PJ:eIeJltative '...- UDder oath the full parti
culars of a shipment.

K. "PBCM Lice,.." Ihall ••r to the document sued by the
Phijfppju Bureau of~ 8_darda allowing the use of
PhillppiM Studatd CerA....' :t.Wb 0:0 certain products.

L. '*R'" Exporter" Ib.d ... to the pmducer, man*turer
and/or trader of export~__ted aperiodic commodity
~oeby the govellUDtUlt GCm1~odity office concerned.

M. "N.~ Exporter" ..,.,'., t;o one not granted a periook:
cpIIUBOc:Uty clearance.

N. '~rt of Forelp ~",.... reter to the document ~ri
bed by the Central 8aQk ot *he. Philippines for the purpoe
of pIOlJI)t reporting b'''i~of the full pt\l'tieulanot
fNery export sale.

O. ''Special Permit to Loed" r to a special ....ori*'
..Wl the BU1'e8U of CUlM gnpt;a ilr the loadin. of u.-
lhipped cargoes for expoS, uBalikbayans" penona etrecta.
Ibipments covered by Montbly General Export DeclaratioDi.i other commociitiel wbta ,:thelxport Declaration require-
menta may be waived n. "pa' PIOvWOIl8 and bunker fuel
need•.

P. "T. Clearance" lhaU"r to tile certificate issued by the
BUIUU of Intemal Rev4IWI,UPR)~ exporiers showing that the
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taxes and other charges upon the products exported have been
paid or a certificate from a proper official showing that the
products to be exported are exempt from the payment of taxes
and other charges.

RULE II. THE REPORT OF FOREIGN SALES (RFS)

SECTION 1. Exporters required to file Report of Foreign
Sales- Except as provided for in Section 2 hereof, the exporter shall
file with an authorized agent bank, for each export sale made, a
Report of Foreign Sales on the prescribed form, within 24 hours
after the date of closing of the sales contract.

SECTION 2. Exporters exempt from filing Report of Foreign
Sales -- The following are exempted from filing the Report of Foreign
Sales:

a. Embroidery and apparel manufacturer operating under Re
public Act No. 3137;

b. Board of Investment (BOI) registered producers and traders ex
porting products covered by their BOI certificates -of registra
tion under R.A. 6135;

c. Enterprises registered with the Export Processing Zone Authori
ty exporting products within the export processing zone under
R.A. 5490 as amended by P.D. 66; and

d. Exporters authorized by the Central Bank to export under
Monthly General Export Declarations.

SECTION 3. Registration of Reports ofForeign Sales byauthor
ized agent banks - Authorized agent banks may register the Re
ports of Foreign Sales filed with them: provided that, the RFS re
quired to be referred to the Central Bank Export Department under
existing Central Bank regulations, for prior verification and approval,
shall be forwarded by the authorized agent bank concerned to the
said Department and shall be registered only upon their return duly
approved.

SECTION 4. Requisites for approval/registration of Report of
Foreign Sales - No Report of Foreign Sales shall be registered/ap
proved unless:

a. It is properly accomplished and correctly states the tenns and
conditions of the sales contract;

b. It is accompanied by two copies of either the sales contract, the
confirmed purchase older, or cable offer and acceptance. In the
case of exports to socialist and other centrally planned econo-
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my countries, two copies of the written approval of the Philip
pine International TradiDgCorporation (PITC) are also required..

c. The conunodity to be ESpod;ed is not a banned item or if
prior clearance from an appropriate government office or agency
is required, such clearance ball been obtained and is submitted
IS pert of the supportingdocn--ent&;

d. The declared price reflects the fair export market value of the
commodity on the date of sale; and

e. The contract price is in a fmwign cummcy which can form put
of tbe international re&e1'¥l8 • pnscDbed by the Central Bank
and the mode, 88 weD 18 Pl&'meDt period conform with the
said bank's regulations 10vemiPg exports.

SECTION 6. Filin, and RegiIItratlon Procedure - The exporter
shall accomplish one set of the Report of Foreign Sales and shall
subuat the same to an authorized acent bank which shall :

a. Receive and stamp each cow of the RFS with the date of
receipt;

b. Determine that it is correctly accomplished and accompanied
by the required documents;

c. Asiign an RFS control number which shall be indicated on each
copy;

d. lDdicate on each copy an -piry date which shall not be later
tblll the end of the month of shipment as declared in the RFS;

e. Have each copy of the RFS signed by its authorized officea';

f. Enter the details in the appmpliate;re!i&ter; and

g. Distribute the copiell in accoJd8llce with the instmctiODI in
dicated at the back of the &FS.

If the RFS requilel paor veJification/approval by the Central
Bank Export Department (CBED), the authorized agent bank, after
step c above, shall forwud the RFS together with the required.
documents to the said Dep~~t for action. Upon approvl1, the
CBED shall return the RFS to the authorized agent bank which shill
thEa undertake steps d to g, above.

RULE III. THE COMMODITY CLEARANCE

SECTION 1. Inspection and iauance ofcommodity clearance 
Export products shall be in8pecMd and issued commodity clearancM
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by specialized government commodity offices prescribed in Rule IV
of these rules and regulations pursuant to Section 4 of Presidential
Decree No. 930. The inspection and certification of the same export
product by more than one government commodity office/agency
shall not be allowed; however, where an importing country or an
international convention requires additional certification documents
for health, sanitary, phytosanitary, safety, security, or other reasons,
the inspection and issuance of clearances for the same product by
more than one government commodity office/agency shall be per
mitted.

SECTION 2. Periodic commodity clearances _. Specialized
government commodity offices/agencies shall grant periodic commo
dity Clearances to regular exporters, the validity period of which is
to be determined by said offices/agencies, provided it shall not ex
ceed one year. Each of these offices/agencies shall formulate and pro-'
mulgate guidelines governing the issuance of such periodic clearances.
The guidelines should include, among others, the basis for determining
the validity periods of clearances to be issued, as well as the criteria
for determining and identifying regular exporters entitled to be gran
ted periodic commodity clearances. The periodic commodity clea
rances issued should pertain to commodities constituting the object
of the regular trading operation of the exporter.

RULE IV. STANDARDIZATION AND INSPECTION RESPONSI
BILITIES OF GOVERNMENT COMMODITY OFFICES

SECTION 1. Re-alignment of functions - The functions of gov
ernment offices/agencies concerned with the inspection of export
products, as well as with the issuance of commodity clearances,
shall continue to be exercised by such offices/agencies as provided
for in their respective charters, except as otherwise re-assigned under
Section 4 of P.D. 930. Pursuant, therefore, to the provisions of the
said section, the offices/agencies enumerated herein shall have stand
ardization, inspection and certification functions as follows:

a. Philippine Bureau of Products Standarde>: This Bureau, in co
ordination with specialized government commodity offices/
agencies, shall be the sole agency of the government responsible
for the determination and/or establishment of standards for
export commodities. Where a specialized government commodi
ty office/agency is empowered to formulate commodity stand
ards in accordance with its charter and in view of the technical
expertise available therein on products falling under its jurisdic
tion, it shall continue to do so and shall submit such standards
for accreditation to the Philippine Bureau of Products Stand
ards. The inspection of the products and the issuance of com
modity clearance therefor shall nevertheless be the responsibili
ty of the specialized government commodity office/agency.
In the case of other export products, the responsibility of ins-
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pection and issuance of clearances for which do not fall under
the jurisdiction of any specialized office/agency, the Philippine
Bureau of Products Standatds is authorized to inspect such
products and issue appropriate commodity clearances. The
Philippine Bureau of Products Standards may deputize any
specialized govemment commodity office/agency possessing
the required technical expertise and facilities to recommend
standards, as well as inspect and issue appropriate commodity
clearances for export products covered by the deputization
agreement.

The same Bureau shall continue to be the sole agency to
issue licenses for the use of Philippine Standard Certification
Marks to exporters of products, whether falling under the
jurisdiction of a specialized govemment commodity office/
agency or not. Products with certification marks shall not be
subjected to inspection provided that the valid license to use
such marks is presented in lieu of a commodity clearance.

b. Bureau of Animal industry - This Bureau shall be respon
sible for recommending standards, inspecting and issuing
commodity clearances for the following products:

1. Animal by-products such as -

a) Glue stock

b) Hides and skins

c) Hooves

d) Horns

e) Rabbit paws

2. Animal effects such as --

a) Belts

b) Harnesses

c) Other leather goods

d) Straps

3. Egg, meat and meat products such as --

a) Balut (embryonated duck eggs)

b) Chicken eggs
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c) Chicken ham

d) Chilled eggs

e) Duck ham

f) Frozen beef

g) Frozen chevon (goat meat)

h) Frozen dressed chicken

I) Frozen dressed duck

J) Frozen pig heart

k) Frozen pork

1) Powdered eggs

m) Salted duck eggs

4. Live animals and fowls such as -

a) Breeder cattle

b) Chicken (breeder for meat and eggs)

c) Dogs, cats and other pet animals

d) Hogs for breeding

e) Thoroughbreds, colonial breds, standard breds and
other types of horses

5. Pure cultures from animal origin of fungi, bacteria,etc.
for scientific purposes

6. Animal feeds

7. Others

c. Bureau of Fisheries and Aquatic Resources --- This Bureau
shall be responsible for recommending standards, inspect
ing, and issuing commodity clearances for the following fish
and fishery/aquatic products such as:

1. Crustaceans (shrimps), lobsters, prawns, crabs -- live,
fresh, chilled and/or frozen)
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2. Fishes (live, fresh, chiijed and/or frozen)

3. Fish by-products (liver oil, shark teeth, pearl essence,
fish meal, and other fish/fishery/aquatic by-products)

4. Mollusks (clams, oysteD, mussels, scallops, snails and
other shellfish -live; treeh, chilled and/or frozen)

5. Pearls

6. Raw shells & shell meat

7. Reptile skins

8. Sea cucumber (trepang)

9. Seaweeds and their by-plOduciB

10. Sponges

d. Bureau of Plant Industry - This Bureau shall be responsible
for recommending standards, inspecting and issuing commo

dity clearances for the follo'*ing products:

1. Dried botanical specimens (for scientific purposes)

2. Freah fruits in their natw:al state or form except coconut

3. Fresh vegetables in their natural state or form

4. Live insects

5. Medicinal plants (herbs.• roots, leaves, flowers, etc.)

6. Nursery stocks (live P*its. as well as vegetative parts
thereof) used as propagating materials

7. Pure cultures of fungi, bacteria, etc. for scientific purposes

8. Root crops and similar products - in their original state
or form (onion, garlic, potato, cassava, etc.)

9. Seeds and nuts for planting

10. Seeds and nuts for coaeumption except coconut

11. Specimens of plant dUieNeS and pests

12. Spices (raw, unprocelled or in their natural state or form)
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13. Stored plant products and by-products (peanuts, soybean
meal, peanut meal, coffee beans and other beans)

14. Others

e. Food and Drug Administration - This Administration shall be
responsible for recommending standards, inspecting and issuing
commodity clearances for the following products:

1. Banana bits (sweetened and salted)

2. Chewing gum

3. Dried fruits and vegetables

4. Drugs and other pharmaceutical specialties

5. Frozen or processed fruits' extracts, juices and sauces

6. Hard candies

7. Other preserved or processed food products

8. Other sauces (such as soy, vinegar, etc.)

9. Preserved nuts, tropical fruits and derivatives

10. Processed marine products, including fish sauce and
bagoong

11. Processed (salted, dried, smoked, pickled, canned, bottled)
fish, crustaceans, mollusks and other fishery/aquatic pro
ducts.

12. Smoked, dried and processed meat, including canned meat

13. Sweetened fruit preserves and jams

14. Vegetable preserves

15. Coconut food products

16. Others

f. National Cottage Industries Development Authority - This
Authority shall be responsible for recommending standards,
inspecting and issuing commodity clearances for handicraft and
cottage industry products as defined in Republic Act No. 3470,
as amended, such as the following:
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2. Brooms, feather duater

3. Ceramics

'.. Embroidery (exoeptll_ coveted by R.A. 3137)

5. FiOOred

6. Hata

7. Leathereraft

8. Mats and mattinp

9. Metalcraft

1:10. Mutical instrumemi· ...iih .. guiw, ukelele, pima ...
vielin

11. Need.lecraft

12. Placemats

13. Polished or proceued common &belli

.14. Rosary beaQs and iW~

16~. She1lcraft aJ;ticles (~,.lIeQlirPlQcelSed, finiahed -..,
tonn)

16. Shellcraft (lamp, shell buttons, bracelets, necklaces, rinp,
earrings, etc.)

17. Toycmft

18. Woodcraft

19. Other relat4d haodi£rafU

SECTION 2. Status quo for certain offices/agencies - The in,
paction and/or certification functions for export products t.Iling
under the jurisdiction of the Bureau of Fiber Development and
lnJpection Service, the Bure8l1ofiFol'8lt Development, the Philipp*
Coconut Authority, the Philippine S...-r Commission, the Philip,..
Tobacco AdJlDinistration and the Philippine Virginia Tobaeeo Admi
niltration shall remain with the talUe agencies. These offices/agencie',
through their Iespective Departments, shall, however, refer to the
Natiopl Economic and Development Authority for confirm.."
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purposes any new or additional requirements that they might wish to
impose in relation to their inspection and certification functions.

RULE V. INSPECTION FEES

SECTION 1. New and Additional Fees/Charges - Specialized
government commodity offices/agencies shall not impose any new
or additional inspection fees and/or related charges in connection
with the implementation of the provisions of P.O. 930. Should
these offices/agencies wish to impose new or additional fees/
charges, their proposals, as well as the rationale therefor shall be
submitted, through their respective Departments, to the National
Economic and Development Authority for evaluation and approval
in accon::iance with the guidelines and procedures which shall be
established for this purpose.

SECTION 2. Periodic Review of Inspection Fees - The Nation
al Economic and Development Authority shall conduct, in coopera
tion with other agencies concerned, periodic reviews of all inspection
fees imposed on exporters for purposes of formulating standard crite
ria for their imposition. It shall likewise institute appropriate mea
sures for the standardization of fees and/or related charges.

RULE VI. CONTROLLED, PROHIBITED OR BANNED EX
PORTATIONS

The following products, which are considered controlled, pro
hibited or banned for exportation, shall not be exported unless
granted an exemption by the office indicated opposite each item:

Products Office

1. Abaca seeds, seedlings suckers,
root stocks - Department of Agriculture

2. Aircrafts or parts thereof - Office of the President

3. Antiques, cultural artifacts
and historical relics - National Museum

4. Bakawan - Bureau of Forest Develop-
ment

5. Bangus fry, mother bangus (sabalo)
and eels 15 centimeters and
below - Bureau of Fisheries and

Aquatic Resources

6. Burl seeds and seedlings
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7 . Cement and clinker

8. Fertilizers

9. Fertilizer raw materials listed
below:

a) Ammonia in liquid or
refrigerated form

b) guano and phosphate rock

c) pyritic ores or other sulfur
bearing minerals

d) sulfuric acid

10. Firearms and explosives

11. Gold

12. Grains and grain by-products

13. Ipil-ipil (except ipil-ipil
necklace) feather meal and
yeast (except baker's yeast)

14. Logs, poles and piles inclUding
log core and flitches/rail-
road ties

15. Lumber and plywood

16. Matured coconuts and coconut
seedlings

17. Muscovado (Panocha)

18. Pesticides and pesticide
raw materials

19. Petroleum products

20. Philippine notes, coins,

- Cement Industry Authority

- Fertilizer and Pesticide
Authority

- Fertilizer and Pesticide
Authority

- Philippine Constabulary

- Central Bank of the Phihp
pines

- National Grains Authority

- Department of Agriculture

Bureau of Forest Develop
ment

Department of Trade

Philippine Coconut Author
ity

Philippine Sugar Commis
sion

Fertilizer and Pesticide
Authority

Board of Energy
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checks, money orders, and
other bills of exchange drawn
in pesos against Philippine
banks exceeding 1"500.00

21. Raw materials for cottage
industries listed below:

a) abatex and sinamay
b) bamboo
c) buntal or burl fibers
d) canton fiber
e) monkey pod (acacia)
f) nito
g) pandan fiber
h) rattan (including poles)
i) semi-finished or semi

processed capiz shells
j) scrap iron

22. Shells

23. Steel products listed below:

a) billets and blooms
b) channels and angles
c) cold rolled coils and sheets
d) ferrous scrap
e) hot rolled coils and sheets
f) plates
g) reinforcing and round bars
h) tinplate
i) welded pipes and tubes
j) wire rods, nails, GI wires and

barbed wires

24. Sugar-based commodities

25. Watercrafts or parts thereof, and
vessels for breaking into scrap

26. Wildlife species, mammals and
birds including monkey-eating
eagles

Central Bank of the Philip
pines

National Cottage Industries
Development Authority

Bureau of Fisheries and
Aquatic Resources

Iron & Steel Authority

Department of Trade

Maritime Industry Authority

Bureau of Forest Develop
ment

The agencies concerned shall periodically assess the conditions
for which the control, prohibition and/or banning from exportation
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of such products have been impaled, with a veiw to adding or delet·
ing items from the aforementiaDid liatwh811 conditions so warrmt.
The agencies making such chmges llhall immediately notify the
Central Bank, the Bureau of Customs, the Department of Trade and
other agencies concemed for d:illemination of such infom1ation to
the public and for proper implementation.

RULE VII. PRESCRIBED PROCEDURES FOR HOLDERS OF
PERIODIC COMMODITY CLEARANCES AND
LICENSES TO USE THE PHILIPPINE STANDAW
CERTIFICATlQN MARK

Exporters who wish to be holden of periodic commodity cle..•
ances shall apply in writing to the govemment commodity office/
agency concerned which shall evaluate the applications in accordance
with Section 2, Rule Ill, of tbete B.:u1eI JlDd Regulations.

Regular exporters who have been granted periodic commodity
clearances and licenses to U88$b. Philippine Standard Certification
Mark (PSCM) shall follow the procedure prescribed hereunder.

The regular exporter aheU ,.....bmit a certified photostatic copy
of either the periodic commriity c1earan(le or the PSCM licente
previously acquired, together~ ED 3, to the Export CooMination
Divilion, Bureau of Customs (for Mal;Wa laming), or to the Export
Service Division of the said B\U8IlU in the province concemed (for
provincial loading) .

RULE VIII. PRESCRIBED PROCEDURES FOR THE PROCES·
SING OF COMMODITY CLEARANCE FORMS FOR
NON·REGULAR EXPORTERS

The exporter shall fill up one set of the Commodity Clearance
fonn and submit the same totbe agency concerned. For productB
covered by the Bureau of FONlit Development, the exporter shall
also submit the auxiliary invoice, together with the official receipt
of payment of forest charges, tdtlae Bureau.

Upon receipt of the acooaapliJhed Commodity Cle8J8Dce fonn,
the agency concerned shall undertake the following:

a. Check if the papers are in elder;

b. Assign an inspector/analyst to inspect the product and obtain
samples for analysis, if necelllary;

c. Collect fees, if any;

d. Sign clearance form and give two (2) copies to the exporter.
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The exporter shall then proceed to the Bureau of Customs to
obtain the Authority to Load in accordance with the procedures pro
vided in Rule X hereof.

RULE IX. THE EXPORT DECLARATION (ED)

As soon as the exporter is ready to ship his goods, he shall
secure one set of the Export Declaration forms from the authorized
agent bank, accomplish, and submit the same to the said bank.
However, for shipments subject to duty drawback, an additional ED
3 is required.

Upon receipt of the accomplished ED, the authorized agent
bank shall:

a. Stamp all copies with the date of receipt;

b. Detennine that it is correctly accomplished and accompanied
by the required documents;

c. Indicate the RFS control number if the ED is with foreign ex
change proceeds;

d. Assign an expiry date which shall not extend beyond the ship
ment period indicated in the letter of credit, or the expiry date
of the corresponding RFS, or 15 days from the issuance of
the ED, whichever is earliest;

e. Have each copy of the ED signed by its authorized officer; and

f. Forward to the Bureau of Customs, through its own employee,
ED 1 and 4, with the corresponding commercial invoice at
tached to each, and distribute the other copies in accordance
with the instructions at the back of the ED.

RULE X. THE AUTHORITY TO LOAD (AL)

SECTION 1. Requirements for Granting Authority to Load 
the Bureau of Customs shall grant Authority to Load after the fol
lowing requirements shall have been satisfied by the exporter ship
ping goods covered by an Export Declaration (Without Foreign Ex
change Proceeds):

a. Customs, Intemal Revenue documentary and science stamps
have been affixed at the back of ED 1;

b. Wharfage dues have been paid; and

c. A certificate of exemption from the government agency con
cerned has been submitted, if the exportation of the commodi
ty is controlled, banned or prohibited.
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For shipments, however, CD1Iered by Export Declarations
(With Foreign exchange proceedt)"tl'le following documents shall be
submitted in addition to the abose:

a. Original copy of the commodity clearance, or certified photos
tatic copy of the periodic commodity clearance or that of the
license to use the Philippillle Standanl Certification Mark;

b. BIR tax clearance or certified,photostatic copy of the periodic
BIR tax clearance;

c. Commercial invoice (8); and

d. Photostatic copy of the salefl contract for commodities subject
to export tariff.

SECTION 2. Procedure for Gmnting Authority to Load at the
Port of Manila - Where the export _oods are to be loaded at the Port
of Manila, the exporter shallgettrom the Export Coordination
Division (ECD), Bureau of Customs, ED 1 and 4, earlier forwarded
thereto by the exporter's agent b-.nk, to satisfy the requirementa
provided for under Section 1 of this Rule. He shall then present ED
1, 3, 4, and 8 to the ECD. ~ RCD shall perforate the assigned
Customs control number on ED 1,8,4, and 8, as well as all other
attendant documents, after checking that all the documentary reo
quirements are complete and in order.

The Chief of the Export Co~ationDivision shall then grant
the Authority to Load for the Co_iasioner of Customs by signing
in the space provided for at the back of ED 3.

If the shipment is a conventio¥ calI0, the ECD shall transmit
ED 3 and 8 to the Arrastre Office. Ifthe shipment is containerized,
the ECD shall transmit the same 4ocument.s to the Integrated Con
tainer Control Office (ICOO), Bureau. of Customs, for assignment of
a Stuffing Officer who shall supe",_ the stuffing of the cargo. 'The
ICCD shall then forward ED 3 and 8 io the Arrutre Office.

Upon receipt of ED 3 and 8, the Arrastre Office shall collect
its share of the arrastre chilies. retain ED 8 and transmit ED 3 to
the Philippine Ports Authority (PPA)-Finance Unit at the Arr_re
Office for the collection of the rPA's mue of the arrastre chargee.

The ED 3 shall be sent to the PPA.Tenninal Operations Officer
(PPA·TOO) who shall stamp PPA CLEARANCE GRANTED on ED
3. If the cargo is conventional, ED 3 is 1lben transmitted to the Cus
toms Inspector on bow the vellel who sees to it that the exporta
tion is in accordance with the Authority to Load. If the cargo is
containerized, ED 3 is lI8Ilt to the Stuf,fing Inspector at the Con
tainer Yan;l (CY) or the Contain. htigbt Station (CFS).
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After loading, the Customs Inspector on board/Stuffing In
spector shall prepare the Inspector's Return at the back of ED 3
which shall be submitted to the ECD, through the Piers and In
spection Division (PID)/ICCO, within 24 hours after the vessel's
departure.

If the shipment is subject to duty drawback, the second copy of
ED 3 shall be forwarded by the Customs Inspector on board/Stuffing
Inspector to the Drawbacks Unit of the Bureau of Customs.

The ECD shall cause daily delivery of ED 4, complete with
commercial invoice (s), to the National Census and Statistics Office.

SECTION 3. Procedure for Granting Authority to Load Out
side the Port of Manila - Where the export goods are to be loaded at
ports outside the Port of Manila the procedures in the cases cited
below shall be as follows:

A. Export documents processed at the Port of Loading - if the
export documents are processed at the Port of Loading, the exporter
shall get from the Export Service Division (ESD) of the Bureau of
Customs ED 1 and 4, earlier forwarded thereto by the exporter's
agent bank, to comply with the requirements provided for under
Section 1 of this Rule. He shall then present ED 1, 3, 4, and 8 to
the ESD.

The ESD shall check whether all the documentary requirements
have been satisfactorily complied with and shall then enter the Cus
toms' Control number on ED 1,6,4, and 8, as well as on all other
attendant documents.

The ESD Chief at the Port of Loading shall grant the Author
ity to Load by signing in behalf of the Collector of Customs in the
space provided for at the back page of ED 3 and shall transmit ED
3 and 8 to the Arrastre Office.

The Arrastre Office shall collect the amount equivalent to its
share of the arrastre charges, retain ED 8 and transmit ED 3 to the
PPA-Port Management Unit (PPP-PMU), which shall collect its share
of the arrastre charges. The PPA-PMU shall transmit ED 3 to the
Customs Inspector on board the vessel who sees to it that the ex
portation is in accordance with the Authority to Load.

For shipments covered by duty drawbacks, the Customs Col
lector shall forward the second copy of ED 3 to the Drawbacks
Unit of the Bureau of Customs. He shall also cause the weekly delive
ry of ED 4 with the copy (ies) of the commercial invoice (s) to the
Provincial Census Officer.

B. Export documents processed at the ECD, Manila. - Should
the documents be processed at the Export Coordination Division,
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Manila, the procedure in Section 2 shall apply, except that the ECD
shall transmit Telegraphic InstNc:Uons to Load to the Collector of
Customs in the port of loading.

On the basis of the Telegraphic Instructions to Load, the
Collector of Customs at the Port of Loading shall issue the Authority
to Load and transmit it to the Arrastre Office thereat. The Arrastre
Office shall collect the amount equivalent to its share of the arrastre
charges and transmit the Authority to Load to the PPA-PMU which
shall collect its share of the lRute charges. The PPA-PMU shall
stamp PPA CLEARANCE GRANTED on the Authority to
Load and transmit it to the Customs Inspector on board the vessel
who sees to it that the exportatipn is in accordance with the Author
ity to Load.

The Bureau of Customs shall perform the functions of the
Philippine Ports Authority, 81 provided for under this Rule, in ports
of loading whose operations IID4 adminiatraiion have not been takeo
over by the PPA.

SECTION 4. Post LoadinIJ - After the carrier has departed, the
ECD/ESD shall issue the followiDI ce~ations based on the 1Qa
pector's Return upon request of the exporter:

a. Certificate of shipment (ab\l.t-out, non-shipment or short
shipment);

b. Certificate of re-exportation f~r bond cancellation; and

c. Certificate of Origin.

The ECD/ESD shall assess and iIIue the corresponding Order of
Payment of the export and Pllelllium duty for export products
listed under Presidential Decree No. 230.

RULE XI. THE SPECIAL PERMIT TO LOAD

The Bureau of Customs shall pant Special Permit to Load
after the following requirements shall have been satisfied by the
exporter:

a. The Special Permit to Load form has been accomplished;

b. Customs, Internal Revenue documentary and science stamps
have been affixed at the back of the Special Permit to Load
form; and

c. Wharfage dues have been paid

The following additional doeuments shall be submitted for ship
ments covered by Monthly Gen.ral1Export Declarations:
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d. Original copy of the commodity clearance, or certified photos
tatic copy of the periodic commodity clearance, or that of the
license to use the Philippine Standard Certification Mark;

e. BIR tax clearance or certified photostatic copy of the periodic
BIR tax clearance;

f. Commercial invoice (s); and

g. Photostatic copy of the sales contract for commodities subject
to export tariff.

RULE XII. THE CERTIFICATION OF ORIGIN-APPLICATION
PROCEDURE

SECTION 1. GSP Certificate of Origin - If the goods covered
by the shipment are qualified for preferential tariff treatment under
the Generalized System of Preferences (GSP), the exporter shall
secure CO Form A and Application Form B from the Export Co
ordination Division, Bureau of Customs, Manila, or from the Export
Service Division at the Port of Loading outside Manila, accomplish
and submit both for certification by the duly authorized signatory
Customs Officer. The Customs Officer shall see to it that all boxes
are correctly filled up before he issues the original and duplicate
copies of the Certificate of Origin to the exporter.

The Bureau of Customs shall furnish the National Census and
Statistics Office a copy of each certified CO Form A.

SECTION 2. General Certificate of Origin - If the goods
covered by the shipment are not qualified for GSP treatment, the
exporter may request for the issuance of a General Certificate of
Origin for his goods by accomplishing an Application for Certificate
of Origin (non-GSP). The Export Coordination Division/Export
Service Division, Bureau of Customs, shall process the application
in accordance with established procedures. If the application is ap
proved, the Division shall give the exporter the original and duplicate
copies of the Certificate of Origin.

RULE XIII. TAX CLEARANCE FOR EXPORTERS

Exporters, as defined in these rules and regulations, shall be
granted BIR tax clearances on a periodic basis for the purpose of
facilitating the processing of their export documents. Such clearances,
however, shall not constitute a waiver by the government of any
tax, penalty or interest that may be due from the exporter.

At the end of the year, a final liquidation of the taxes due the
government shall be made by the exporter and no further clear
ance shall be issued until such liquidation is made.
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The Secntary of FinMloe.·1IfOn tbe Ncommendation of the
Bweau allntemal Revenue. Iblll .... the requiaite rules and feIU1a.
tions for the availment of the pedodlc BIB. tu clearance.

RULE XIV. NEGOTIATION&AQPAYMBNT

SECTION 1. Where tits ......nt It not fu"y prepaid - The
expolter ibID. within I8Verl d.,.enowiDg the date of COmpletiOIl
of Joming, prel8nt to the author.ialjd spat bank the covering dnft
for negotiation or collection, togeiher with the following shiPlJinl
andcommeMi. documeBta:.

a. Bill of lading or air waybill:;

b. Siped coUlnlercial invoiee;

c. :lDluranoecertificate;

d. St.8iud packing lilt if~;

e. Certificate of inlilpect.ion _,. commodity clearance i8IU8d by
the appropriate gcw8mmea* ~mOfJity .fI1CY;

f. Certificate of Oriain, co.... ~Yoice, and other dooumenia,
if requiJed; and

g. Certificate of shipment (lIbuwut, non-shipment or lIhort
shipment issued by the Burew of Customs).

Not later than 2 :00 p.m. of ~e bUlineu day following the d_
of acceptance of the documentary 4raft for necotiation or collecti~,
the authorized agent bank shall mbmitto the Central Bank Export
Department (eBED) ED 2, full, endoned on the spaces provided
1;or such negotiation or collection at the back thereof, together with
oopjes of all the docwnenta IiIjed abon, and the original copy of
the Report of Foreign Sales, if fully utilized. This shall form. put
of the authorized agent bank'.,OIily Report of Export Negotiation•.

Upon receipt of the CQDMlWndent baak's advice of credit of
the fOl'8ign exchange proceedt;()f~eIlhipment made, the authorizelili
agent bank shall indicate tbe ...-nt and the date of receipt of ....
foreign exchange. The agent blDk's authorized officer shall then
sign in the IPaces provided for .Mie t.ck of ED 5. Thil copy shall
be IUbmitted to the CBED not latiIrihan 2:00 p.m. of the foUowm,
bUIineu .da" together with the.NeOnd copy of the RFS, as part of
the agent bank's Daily Repo.,of ~ort Payments for the day.

SECTION 2. Where lhip1llNllt it fuUy prepaid - The exporter
may 88Dd the original document to 1M foreign buyer provided tIYIt
within 1eY4ilD (7) days ff>Uow•• 'tbe elite of completion of loed.,
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said exporter shall submit to the authorized agent bank copies of
the relevant documents enumerated in the preceding section. The
agent bank shall transmit these documents together with the corres
ponding ED 2 and 5 and RFS 1 and 2 to the CBED not later than
2:00 p.m. of the following business day as part of the agent bank's
Daily Reports of Export Negotiations/Payments for the day. Both
ED 2 and 5 shall be endorsed at the backs thereof that the ship
ment was prepaid; the amount and the date of receipt of the foreign
exchange proceeds shall also be indicated. .

RULE XV. STANDARDIZED EXPORT DOCUMENTS

The forms for the Report of Foreign Sales, the Export Decla
ration (With Foreign Exchange Proceeds), the Export Declaration
(Without Foreign Exchange Proceeds), the Commodity Clearance,
the Periodic Commodity Clearance, the Application for General
Certificate of Origin and the General Certificate of Origin, shall be
standardized and aligned in accordance with international documents
and practices. The facsimiles hereto attached as an integral part of
this issuance, are hereby adopted and shall serve as standard forms to
be used in the export of goods from the Philippines, except as when
otherwise required by international agreements. No changes in said
forms especially in the contents, size and in the number of copies as
required herein shall be made, except as may be approved by the
National Economic and Development Authority.

RULE XVI. EXPORTS CARRIED BY AIRCRAFTS

Sections I and 3-A of Rule X, except those that refer to the
PPA and the Arrastre Office, shall apply to exports shipped through
air carriers.

RULE XVII. RESOLUTION OF ISSUES AND ADMINISTRATION

Pursuant to Section 8 of Presidential Decree No. 930, the
Department of Trade shall have the authority to resolve issues or
conflicts that may arise among agencies or instrumentalities of the
government resulting from the reassignment of inspection and/or
certification authorities provided for in the decree.

Any agency or instrumentality not satisfied with the resolu
tion of the Department of Trade may elevate the issue/conflict to
the National Economic and Development Authority within fifteen
(15) days from the date the agency or instrumentality receives
notice thereof, Provided, that, failure to elevate the issue/conflict
within the period provided herein shall render the resolution of the
Department of Trade final and executory, Provided, further, that the
Department of Trade may, motu propio immediately refer any issue
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or conflict to the National Economic and Development Authority
for final resolution.

The Department of Trade shall also be responsible for coordi
nating the administration and implementation of the provisions of
the said decree and of the instructions and/or roles and regulations
that may be issued in pursuance thereof along the concept of simpli
fying export procedures and documentation. It may recommend
to the National Economic and Development Authority any change
or modification it may deem necessary to effectuate the intents
and provisions of the Decree, all well as the Rules and Regulations
issued in pursuance thereof.

RULE XVIII. REVIEW POWER

Pursuant to Section 9 of Plesid,ential Decree No. 980, the
National Economic and Deveiopment Authority shall have the
power to review, revise or amend decisions, rulings, or actions
made or taken by any agency or iutNmentality involved in the im·
plementation of the simplified export procedures and documenta
tion provided herein. Further, it shall have the authority to lRlspend,
for a period not exceeding six. m.onths, any aspect or portion of
the procedures prescribed to implement the decree, and/or issue
within the same limited period, mles and regulations on the matter.

RULE XIX. EFFECTIVITY

These rules and regulations Ih,all take effect within ninety (90)
days from the date of the issuance hereof, Meanwhile, the National
Economic and Development Authority shall, together with the
Philippine Export Council, the Department of Trade, the Central
Bank of the Philippines, the Bureau of Customs and other agencies
concerned, undertake such information drive as may be necessary
for the dissemination of the simplified export procedures and the
forms prescribed herein so that the same may be implemented ef
fectively.

For compliance.

Signed this 25th day of November 1977, at Manila, Philippines.

For the National Economic and
Development Authority:

(SGD.) GERARDO P. SICAT
Secretary of Economic Planning

(Director-General)
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1. AL

2. BIR

3. BOI

4. CBED

5. CFS

6. CY

7. ECD

8. ED

9. ESD

10. GSP

11. ICCO

12. NEDA

13. PID

14. PITC

15. PPA

16. PPA-PMU

17. PPA-TOO

18. PSCM

19. RFS

ANNEX

LIST OF ACRONYMS USED

Authority to Load

Bureau of Internal Revenue

Board of Investments

Central Bank Export Department

Container Freight Station

Container Yard

Export Coordination Division of the
Bureau of Customs

Export Declaration

Export Service Division of the Bureau of
Customs

Generalized System of Preferences

Integrated Container Control Office

National Economic and Development
Authority

Piers and Inspection Division

Philippine International Trading Corpora
tion

Philippine Ports Authority

Philippine Ports Authority-Port Manage
ment Unit

Philippine Ports Authority-Terminal Opera
tions Office

Philippine Standard Certification Mark

Report of Foreign Sales
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MEMO RANDUM TO AUTHORIZED AGENT BANKS

II J~~~~~i~~~ J3fr(fJ
In line with Circular Letter No. "-77 dated May 6, 1977 of the

Department of Foreign AffairB (copy of which was furnished you
earlier, as an attachment to MAAB No. 49 dated May. ,31,. .la'U-l,

{the .~~~ised Consular Invoice Form (FA Form 48 ):lllimt!Q.ned.!.Q._ ~4)
~~ may be submitted in lieu of the Certificate of Origin re
quired under Memorandum to Authorized Agent Banks No. 93 dated
November 28. 1977 issued in connection with the Sixth Commodity
Loan extended by the Government of Japan.)

The above shall take effecqmmediately.

(SGD.) G.S. LlCAROS
Governor

000

MEMO RANDUM TO AUTHORIZED AGENT BANKS
(MAAB NO. 17) /31[-

\ Feb~8JY 8, 1978 V
Effective immediatelY,~, applications for outward transfer of

funds for any purpose, whether-by DID MIT or TIT through tender
or swap or exchange of foreign currency notes shall be referred to
the Foreign Exchange Department, for prior clearanc~

Strict compliance herewith is hereby enjoined.

(SGD.) CESAR J. LOMOTAN
Deputy Governor

000

MEMORAN~MTO AUTHORIZED AGENT BANKS
(MAASNO.23)· "_'
M~b 1,1978 '3Y~6)

Effective immediatelY~ hotel. (including those that are not
owned, managed, franchised or otherwise affiliated with internation
al hotel chains) which are authorized foreign exchange dealers can
directly import food and non-food items falling under the baDDed
categories (NEC, UC and SUC) as provided in the Philippine StIDd
am Commodity Classification Manual or procure the samet froQIJ:the
Tourist Duty-Free Shops, In~
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It is understood, however, that all importations covered by this
Memorandum shall be referred to the Current Imports and Commo
dity Classification Office, Central Bank, for prior approval.

This amends Memorandum to Authorized Agent Banks No.
54 dated September 30,1976..

(SGD.) G.S. LlCAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB NO. 28) iI
March 28, 1978 ( , I? -rc!))

Effective immediately, Memoranda to Authorized Agent
Banks No. 93 dated November 28, 1977 and No. 14 dated
February 6, 1978rrequiring authorized agent banks to submit to the
Central Bank cOPIes of certain import documents evidencing ship
ments of imported goods from Japan, Singapore, Malaysia, Korea,
India, Indonesia or Pakistan in connection with the $20.8 million
Japanese Commodity Loan to the Philippine Governme~'l shall be
considered revoked and of no further force and effect.

(SGD.) G.S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS

(MAAB NO. 29) f\ 13l/g£._4._~\
April 11. 1978 I \ (?/

We wish to advise you thatLthe Central Bank of the Philippines
has established a Regional Clearing- Unit in Laoag City at the 3rd
Floor, Philippine Veterans Bank Building- located at General Se
gundo Avenu~J

Beginning April 17, 1978, exchanges of clearing items among
branches of commercial banks in Laoag/BatadVigan will be con
ducted at 4:00 P.M. in the premises of the Laoag Regional Clearing
Unit in accordance with the rules and regulations embodied in
Central Hank Circular No. 580 dated September 19, 1977.

Simultaneously. "On Laoag/Batac/Vigan " checks and "On
Manila" checks may be presented for clearing respectively through
Manila Clearing Office and the Laoag Regional Clearing Unit.
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IN MANILA

4:00 P.M. - Manila banks deliver "On Laoag/Batac/Vipn"
checks, and also the returned "On Manila" checks picked up at
4:00 P.M. of the previous day.

- Manila Banks pick up "On Manila" checks, and also returned
"On Laoag/Batac/Vigan" checks delivered at 4:00 P.M. at Laoag
City the previous day.

IN LAOAG CITY

4:00 P.M. - Laoag/Batac/Vigan banks deliver "On Manila"
Checks, and also returned "On Laoag/Batac/Vigan" checks picked up
at 4:00 P.M. of the previous day.

- Laoag/Batac/Vigan banks pick up "On Laoag/Batac/Vigan"
checks, and also returned on "On Manila" checks delivered at 4:00
P.M. at Manila two days earlier.

If not returned on schedule, it is understood that "On
Laoag/Batac/Vigan" checks delivered to the Manila Clearing Office
and "On Manila" checks delivered to the Laoag Regional Clearing
Unit will be considered "good" after 4:00 P.M. on the fourth
business day after date of delivery to the respective clearing
office/unit.

ITEMS FOR CLEARING

Items for clearing shall consist of checks and documents
payable on demand and drawn against banks in Manila and its
suburbs (Quezon City, Pasay City, Caloocan City, San Juan, Man
daluyong, Makati, Paranaque, Navotas, Malabon, Marikina and
Pasig) on one hand and banks in Laoag/Batac/Vigan on the other.

SETTLEMENT OF BALANCES

Clearing balances of participating bank branches in Laoag City
shall be debited or credited, as the case may be, to the clearing
accounts of their respective head offices in Manila in the afternoon
of the same day.

MISCELLANEOUS

Out-of-Town checks shall be sealed in special brown enve
lopes measuring 7" x 11"wide with, fou~ (4)' chocolate brown stiit>es,
1/2" on the right edge, and the destination 'TO LAOAG' or "TO
MAN!LA," .as the case may be, properly stamped in bold letters
of not less than one (1) inch.

Banks shall micro:li1m all out-of-towns checks.

(SGD.) G.S. LICAROS
Governor
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MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 34) ":", (\

May 5,1978 (7'6/

Pursuant to Monetary Board Resolution No. 625 dated April
21, 1978, the following amendments to the 1977 Philippine
Standard Commodity Classification Manual shall take effect
immediately:

A. FOR RECLASSIFICATION

DIVISION 05 VEGETABLES &
FRUITS

Category
From To

1) NEC NEP

054.59
PSCC

Classification CB Code
Code

054.59-21 054-09.09

DIVISlON 63

635.99

Vegetables, fresh or
chilled, n.e,s.

Commodity
Description

Peas, chick, fresh, or
chilled, in bulk con
tainers (may be im
ported only by li
censed food manu
facturers)

CORK AND WOOD
MANUFACTURES
(EXCLUDING
FURNlTURE)

Other articles of
wood, n.e.s,

2) UC UP

3)UP EP

635.99-20

DIVISION 69

695.32

695.32-09

631-09.02

699-12.04

Match splints,
wooden pegs or
pins for footwear

MANUFACTURES
OF METAL, NE.S.

Wrenches and
spanners (not
including tap
wrenches)

Wrenches and
spanners (not in-
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Category PSCC CB Commodity
From to Classification Code Description

Code

eluding tap wren-
ches), n.e.s.

DIVISION 75 OFFICEMA·
CHINES AND
AUTOMATIC
DATA PROCES-
SING EQUIPMENT

751.88 Other office ma-
chines, n.e.s., etc.

4) NEC SEC 751. 88-06 899-17.16 Paper perforators,
hand-operated

MISCELLANEOUS
MANUFACTURED

DIVISION 89 ARTICLES, N.E.S.

899.39 Ferro-cerium and
other pyrophoric
alloys in all forms

5) NEC SEC 899.39-00 599-09.04 Ferro-cerium and
other pyrophoric
alloys in all forms
(lighter flints) Trans-

892.41 fers (decalcomanias}

6) NEP NEC 892.41-09 892-04.01 ' 'Transfers (decal-
comanias), n.e.s."

PAPER, PAPER-
BOARD, AND AR-
TICLES OF PAPER
PULP, OF PAPER
OR OFPAPER

DIVISION 64 BOARD

642.44 Gummed or adhe-
sive paper, in strips
or rolls

7) UC SEP 642.44-02 642..Q9.07 Masking tape

B. FOR AMENDMENT
DIVISION 66 NON-METALLIC
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Category PSCC CB
From To Classification Code Commodity

Code Description

MINERAL MANU-
FACTURES, N.E.S.

665.89 Other articles of
glass, n.e.s.

8) UP 665.89-11 665.09-13 Glass articles of a
kind used as part of
machinery, mecha-
nical or electrical
equipment and ap-
pliances (e.g., sight
holes, gauge glasses,
etc.)

should read as:

UP 665.89-02 665-09.13 Glass articles of a
kind used as part of
machinery, mecha-
nical or electrical
equipment and ap-
pliances (e.g, sight
holes, gauge glasses,
etc.)

DIVISION 62 RUBBER MANU-
FACTURES, N.E.S.

628.98 Articles of unhard-
ened vulcanized rub-
ber,D.e.s.

9) UP 628.98-15 629-09.09 Articles 0 f a kind
used 00 machinery
or plant (mechanical
or electrical applian-
ces), of unhardened
vulcanized rubber
(e.g., washers, 1atJ-
kets, etc.)

should read as:
UP 628.98-15 629-09.09 Articles 0 f a kind

used on machinery
or plant (mechanical
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or electrical applian
ces), of unhardened
vulcanized rubber
(e.g., washers, etc.),
n.e,s.

(SOD.) O.S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 40) I~

June 5, 1978 f\ ('>;)

Pul'luant to Monetary Board Resolution No. 719 dated May 5,
1978, the following amendments to the 1977 Philippine Standud
Commodity Classification Manual shall take effect immediately.

Commodity
Category Classification Code CBCode Description

FOR DELETION: CEREAL AND CEo
DNISION04 REAL PREPARA·

TIONS
048 Cereal preparations

and preparations of
flour or starch of
froits or vegetables.

048.80 (b) Preparations of flour,
meal, starch or malt
extract, used as in-
fant food or for die-
tetic or culinary pur-
poses, containing less
than 50% by weight
of cocoa.

1) UC 048.80-24 textured vegetable
protein

DIVISION 09 MISCELLANEOUS
EDIBLE PRODUCTS
AND PREPARA·
TIONS
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098

098.09

2) NEe 098.09·19

Edible products and
preparations, n.e.s,

Food preparations, n.
e. s.

Protein concentrates
(obtained by elimina
ting certain consti
tuents of defatted
soya bean flour)

FOR RECLASSIFICATION AND AMENDMENT OF COMMODITY
DESCRIPTION

3) NEC 098.09-18 099..Q9.39 Protein hydrolysates
(consisting mainly of
a mixture of amino-
acids and sodium
chloride)

to read as:

NEP 098.09-18 099-09.39 Protein hydrolysates,
protein concen trates
and other textured
protein substances, in
bulk containers.

FOR RECLASSIFICATION:

DIVISION 59 CHEMICAL MATE-
RIALS AND PRO-
DUCTS, N. E. S.

598 Miscellaneous chemi-
cal products, n. e. s.

598.31 Artificial waxes (in-
eluding water-soluble
waxes; prepared wax-
es, not emulsified or
containing solvents.

From To

4) NEe NEP 598.31--00 522--03.02 Artificial waxes (in-
:"udin.! watersoluhle

r-Hl1



waxes) ; prepared
waxes, not emulsified
or containing solvents

FOR AMENDMENT:

DIVISION 89

894

894.24

5) NEe 894.24-08

to read as:

NEC 894.24-08

MISCELLANEOUS
MANUFACTURED
ARTICLES, N.E.S.

Baby carriages, toys,
games and sporting
goods

Equipment fur parlor,
table and funfair
games for adults or
children (including
billiard tables and pin
table and table ten
nis requisites).

Equipment for indoce
games (darts, dart
boards, etc.)

Equipment for indoor
games, n. e. s.

FOR INCLUSION AND RECLASSIFICATION:

6) SEC 894.24-11 Darts and dartboards
No.

(SGD.) AMADO R. BRINAS
Senior Deputy Governor

000

I', . ,

~! "'([i)

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 41)

June 5, 1978

Further to our Memorandum to Authorized Agent Banks dated
October 20, 1969, please be advised that @.ll import applications
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under any mode of payment for "Sheet glass of laminating quality,
suitable for the manufacture of safety glass" (SEP 664, 32-00) shall
not be given due course unless accompanied by a certification
from the Department of Industry]

Strict compliance herewith is enjoined.

(SGD.) AMADO R. BRINAS
Senior Deputy Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 43) /\ (;).r(~

June 19, 1978 . \ / I.~?

Effective immediately, ~till applications to import refined pet
roleum productsjparticularly the following:

...\

Commodity Code

EP 334. 11-01
EP ;)34. 11-02
EP 334_ 11-09
EP 334. 19-01
EC 334. 21-00
E1' 334. 30-01
E1' 334. 30-02
EP 334. 40-00
E1' 334. 51-02

EP 334. 51-05

£1' 334. 51...Q9

UP 341. 39-02

Commodity Description

Gasoline, aviation
Gasoline, motor
Motor spirits, n. e. s.
Petroleum naphtha
Kerosene
Gas oil (bunker fuel)
Diesel oil
Fuel oils, n e. s.
Lubricating oil (includes col

lant, cutting oil, insulating
oil or transformer oil)

Lubricating oil (lube oil) base
stock

Other lubricating oil, n. e. s.
(including dead oil, creosote
oil and floatation oil)

Liquefied petroleum gas (LPG)

'T.Pcluding the importation of "Coal" (EP 322.10-00/32220-00), may
be given due course only upon prior written clearance thereof ob
tained from the Bureau of Energy Utilization pursuant to the pro
visions of Presidential Decree No. 1206 dated October 6, 197?]

Further, it is enjoined that import documents of applicants for
the importation of the above commodities be closely examined to

[412]



assure compliance/observance with the specific conditions stipu
lated in the import clearance issued by the Bureau of Energy Utili
zation, including unit import price and quantity .

Importation under O/A.D~A arrangements of the EP items
aforementioned shall continue to be registered in accordance with the
provisions of MAAB No. 78 dated December 27,1972.

This memorandum supersedes our MAAB No. 75 dated Septem
ber 23, 1977 .

(SGD.) G. S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 46)
July 10, 1978

Pursuant to Monetary Board Resolution No. 1014 dated June
23, 1978 the following amendments to the 1977 Philippine Standard
Commodity Classification Manual shall take effect immediately:

Category
Classification

Code
Central Bank

Code Commodity Descrip
tion

FOR RECLASSIFICATION

DIVISION 09

098

098.09

FROM TO

1) NEC NEP 098.09-01

FOR INCLUSION

098.04

MISCELLANEOUS
EDIBLE PRODUCTS
AND PREPARA
TIONS

Edible products and
preparations, n. e. s.

Food preparations,
n. e. s.

Cheese flavoring pow
der, in bulk containen

Sauces; mixed condi-

[413]



2) NEP 098~04-11

DIVISION 69

699

699.79

3) EP 699.79-12

DIVISION 89

8n

893.99

4) EP 893.99-26

894

[414]

ments and mixed sea
sonings

Other seasonings,
mixed, in bulk con
tainers

MANUFACTfJRES
OF METAL, N.E.S

Manufactures of base
metals, n.e.s.

Other articles of iron
or steel, n.e.s. (exclu
ding castings, forgings
and stamping in the
rough state)

Reflectorized road sig
nalling and pavement
marking devices, non
electrical, of iron or
steel

MISCELDANEOUS
MANUFACTURED
ARTICLES, N.E.g

Articles, n.es. of
materials, of the
kinds described ill

Division 58

Other articles, n.e.s.,
of the materials fal
ling within Division
58

Reflectorized road
signalling and pave
ment marking devices,
non-electrical, of ar
tificial plastic mate
rials, excluding reflec
tive sheeting, 583.42
03

Baby carriages, toys,
games and sporting
goods



894.61

5) SEC 894.61-04

FOR -AMENDMENT

6) NEP 098.04-09

should read as

NEP 098.04-09

099·09.35

099-09.35

Firearms, n.e,s, (ex
cluding very light pia·
tols, pistols and revol
vers for firing blank
ammunition only,
line-throwing guns
and the like)

Safety pistols and re
volvers used as signals
for race starting, whe
ther or not fitted
with chronometer-ac
tuating devices (may
be imported only
upon prior cle~ce

from the Philippine
Constabulary, Depart
ment of National De
fense)

Seasonings, mixed,
for sausage-making

Seasonings, mixed.
for sausage making.
in bulk containers

(SGD.) G. S. LICAROS
Govemor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 51) /:3 vY
August 25. 19781\ 6

\
Effective inunediately fall ap~cation8 for the importation of "Radio
Communications Equiptnent'.:J listed hereunder, ~ither thru letters
of credit, documents against acceptance (D/A)· or open account
(O/A) arrangements, or any other mode of payment, shall only be
given due course upon presentation of requisite Permit to PurchGIIB
from the Telecommunications Control Bureau, subject to other perti-
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· nent Central Bank rules and regulations particularly MAAB dated
September 8, 197Ii

Item Classification Code

Radio-telegraphic and radio- NEP 764.33-00
telephonic transmittter

Transmitter-receivers NEP 764.34-00

Radio transmitters, n.e.s. NEP 764.38-00

Radiotelephonic or radio- NEP 764.81-00
telegraphic receivers

Radio navigational aid apparatus, NEP 764.83-00
radar apparatus and radio remote con-
trol apparatus

Parts and accessories, n. e. s., of television, NEP 764.93-19
radio broadcasting, radiotelegraphic
and radiotelephonic transmitters and
transmitter receivers

Radiotelephonic and radiotelegraphic EP 764.93-21
receivers parts and accessories, n . e. s.

Parts and accesories, n. e. s., of radio- EP 764.93-29
navigational aid apparatus, radar
apparatus and radio remote
control apparatus

Strict compliance herowit h is enjoined.

(SGD.) G. S. LfCl\HOS
Govemor

000

MF,MORANDU;v1 TO AUTHORIZED AGENT BANKS

(Ml\AB No. 53) /;:'-:'/",." .•'~~".')
September 15,1978 Ii

\ ..

(1

~uthorized Agent Banks are requested to inform their exporter
clients that exports of durable manufactured commodities under
letters of credit providing for payment longer than sixty (60) days
from date of shipment may be allowed on a case-to-case basis.

In view thereof, applications to export manufactured durable
consumer and capital goods under letters of credit providing for
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payment longer than sixty (60) days from date of shipments shill
be refened to the Central Bank Export Department for prior appro·
val.

PleMebe guided acco~.

($00) AMADO R. BRI~AS
s.uor.Deputy Governor

000

MEMORANDUM TO AUTlfPRIZED AGENT BANKS
(MAAa:No. 64) I~

October 12, 1978 II: @
Pulluant to Monetary Boud RelOlution No. 1566 dated Sep

tember 15. 1978. the amendmenU/incluaioDB to the 1977 Philipp.
Standard Commodity ClUliJlo8&ion Manual as embodied in the
attached annexes shall take effect immediately:

No. of Item. InoollJed

Annex A - For Amendment of Commodity
Description and fte.numbering
of Classification 00c:lM 36

An.. B - For Deletion of ClUliflcltion
Codes 17

Annex C - For Inclusion of New Clusification
Codes 42

PleJlEl be guided accordinllY.

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor
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A. FOR AMENDMENT OF COMMODITY DESCRIPTION
AND RE-NUMBERING OF CLASSIFICA TION CODES ANNEXA

PRESENT TO READ AS

Category Classifica- Central Commodity Unit of Classifica- Commodity Unit of
tion Code Bank Code Description Quantity tion Code Description Quantity

(Old)

054.21 White navy beans, dried Beans, white, dried

1) SEP 054.21-01 NEW White navy beans, dried, same Beans, white, dried, in

..-. in bulk containers (may) bulk containers exceeding
~ be imported only by 45 kgs. gross weight (may-00 licensed food manufac- be imported only by........

turers) Net kg. licensed food manu- Gross kg.
facturers)

2) NEe 054.21-02 NEW White navy beans, dried, Beans, white, dried, other
other than in bulk same than in bulk containers Gross kg.
containers Net kg.

054.23 Beans, mongo, (green 054.22 Beans, mongo (green or
or yellow), dried yellow), dried

3) SEP 054.23-00 054-02.01 Beans, mongo (green Beans, mongo (green or
or yellow), dried Net kg. 054.22-00 yellow), dried Net kg.



054.24 Other beans, dried, n.e.s. 054.23 Other~ans,dried, n.e.s,

4) SEP 064.2-.01 054-02.14 Pink hems, dried, in bulk 054.23-01 Beans, pink, dried, in bulk
containers (may be 00- containers (may be im-
ported only by licensed Net kg. ported only by licensed
food manufacturers) food manufacturers) Net kg.

5) NEC (}54 .24'()2 054-02-13 Red beans, dried Net kg. 054.23-02 Beans, red, dried Net kg.

6) NEC 054·24-09 054-02-02 Other beans (excluding

"
pink beans and red beans) Net kg. 054.23-09 Other beans (excluding
dried pink beana and l'ed beans),

r"'I dried Net kg.
~-\0 05~.25 Peu. chick (garbanzos), 054.24 hut chick (garbanlO8),~

dtied clried

7) NEP 054.25-01 054-02.28 Peas, chick (garbanzos), 054.24-01 Peas, chick (garbanzos),
dried, in bulk containers dried, in bulk containers
(may be imported only exceeding 45 kgs. gross
by licensed food manu- weight (may be imported
facturers ) Net kg. only by licensed food

manufacturers) Gross kg.

8) NEC 054.2542 054-02-04 Peas, chick (garbanzos), 054.24-02 Peas, chick (garbanzos),
dried. other tb8ll in dried, other than in bulk._con.... Net kg. comainem Gross kg.



054.26 Peas, green (chicharo), 054.25 Peas, green (chicharo),
dried dried

9) NEP 054.26-01 054-02·12 Peas, green (chicharo), 054.25-01 Peas, green (chicharo),
dried, in bulk containers Net kg. dried, in bulk containers Net kg.

10) NEC 054.26-02 NEW Peas, green (cbicharo), 054.25-02 Peas, green (chicharo),
dried, other than in bulk dried, other than in bulk
containers Net kg. containers Net kg.

054.27 Other peas, dried, n.es, 054.2.6 Other peas, dried, n.e.s.

r-"I 11) NEC 054.27.()O 054-02.05) Other peas, dried, n.e.s. Net kg. 054·26-00 other peas. dried, n.e.s. Net kg.
.;.. 054-02.06)IV
0
~

054.28 Dry pulses, for animal 054.27 Dry pulses, for tmima]
feeds feeds

12) NEC 054.28-00 054.()2-o7 Dry pulses, for ammal 054.27-00 Dry pulses, for animal
feeds Net kg. feeds Net kg.

287.32 Alumina (aluminum oxide) 287.32 AlumUia (natural
alumn,um oxide)

13) EP 287.32-00 511-09.22 Alumina (aluminum
oxide) Net kg. same Alumina (natural Net kg.

aluminum. oDIe)



14) EP 522.56-00 511-09.22 Aluminum hydroxide Net kg. same Aluminum hydroxide
(hydrated abJmirta
powder) Net kg.

15) UP 628.98-15 629-09.09 Articles of a kind uaed same Articles of a kind used
on machinery or plant on machinery or plant
(mechanical or <.lectrical (mechanical or electrical
appliances),ofunhard- appliances), of unh81d-
ened vulcanized rubber ened~ized robber
(e.g., washers, etc.) Net kg. (e.g., wubers, etc.) Net kg.

except articles of a kind
used OIl textile machinery

.-, or~twhen impoIted by
.a:. textile manutacturen!'oJ-....

16} 641.6 Building boatd of wood same Fiberbuildin. boaId of
pulp or of vegetable fiber, wood or other vegetable
whether or not bonded material, whether or not
with natural or artificial bonded wi1hnetulal or
resins or with similar artificial resins or with
binders (fiberbuilding other orpnic binders
boanl)

17) 641.61 BuDding boatd of wood same Fiber building bo81d of
pulp or veptllble fiber, wood orohr~
whether or not bonded material, whether or not
... nMuRl 01' dllcial boDded with IlIItuDIl or



resins or with similar
binders (fiber building
board) compressed (hard-
boud)

18) 641.62 Building board of wood same
pulp or of vegetable fiber.
whether or noi bonded with
natural or artificial resins
or with similar binders
(fiberbuilding hoard), non-
compressed (insulating

r-l board, etc.)
~
I\.J
N
~ 19) EP 642.49-12 NEW sterilization indicators Net kg. same

artificial resins or with
other organic binders,
comp~(hudboard)

Fiber building board of
wood or of other vegetable
material, whether or not
bonded with natural or
artificial resins or with
other organic binders,
non-eompressed (insulating
board, etc.)

Sterilization indicator Net kg.
or strip (autoclave tapes)

20) EP 745.27~3 716-13.74 Sprayers.han<H>perated,
including compressed
air or pressure type
sprayers, manually
operated

same Liquid sprayers using hand
pumped compressed air.
cylinder type, of any
capacity No.

21) EP 745.27~9 716-15.09 Sprayer parts, hand
operated

Gross kg. same Parts of liquid sprayers
using hand-pumped com
pressed-air, cylindrical
type, of any capacity Gross kg.



same
GroBS kg.

22) EP 812.41-01 812-04.09 Glass chimneys for
kerosene air preuure
lamps

23) SEC 851.02-03 851-02.06 Sports footwear wholly same
or mainly of leather or
composition leather.
equipped with spikes, studs.
b81S. etc. (e.g .• baseball,
football. golf. softball,
and track and field shoes) Pair

24) NEP 892.41-02 892-04.04 Industrial transfers (decal- same
comanias), printed Net kg.

25) NEP 893.10-02 899-11.04 Cans. cases. bags. boxes same
and other packing con-
tainers, n.es .• of vulcan-
ized fiber or of other
artificial materials Net kg.

lJ may be imported only by manufacturers 0 f products (other than
ceramic and porcelain) which require the use of transfer paper
print (e .... pIutic. textile, ...., etc.)

Glass globes and cylinders
or chimneys for kerosene
air pressure lamps Gross kg.

Special sports footwear
wholly or mainly of leather.
or composition leather.
equipped with spikes. studs,
b81S. etc. (e.g.• athletic
baseball. football, softball
and track and field shoes
and hockey boots) except
golf shoes Pair

Industrial transfers excluding
ceramic tranafeD (decal-
comanias), printed 11 Net kg.

Cans. cases. boxes and
other packing containers,
n.e.s., of vulcanized fiber
or of other artificial
materials Net kg.



26) UC 893.99-02 899-11.02 Belts, not for apparel, same Belts (excluding belts and
of synthetic materials Gross kg. beltings, sub-item 893.99-14,

not for apparel), of synthetic
materials Gross kg.

27) UP 893.99-14 899-11.28 Belting (excluding belts, same Belts and beltings (excluding
of synthetic materials belts, sub-item 89'3.99-02),
sub-item 893.99-02), of Net kg. not for apparel. of
synthetic materials synthetic materials Net kg.

28) NEC 89424-08 899-15.26 Equipment for indoor 894.24-09 Equipment for indoor
games, n.e.s. No. games, n.e.s, Set

,...., 29) NEP 89521-06 899-16.11 Ballpen parts, n.e,s. Gross kg. same Ballpen parts (excluding
.J:>,

ball point tips), n.e.s, Gross kg.N
.J:>,.......

30) NEP 89822-02 891-09.12 Harmonicas No. same Mouth organs (harmo-
nicas) No.

31) NEP 89822-09 NEW Mouth organs and similar same other musical instruments
musical instruments, of the accordion and
n.e.s. No. concertina type No.

32) UC 898.90-21 891-03.02 Piano-playing mechanisms, same Piano-playing mechanisms.
new or used No. new or used (other than for

upright pianos) No.

33) UP 898.90-22 891-03.04 Metal piano frames and same Metal piano frames and
finished piano sound finished piano soundboards,



34) NEP 898.90-23 891-03.09 Piano and piano-~ . aame
mechanism putI and
accessories Gross kg.

Net kg.
boards, new or used Net kg. new or used(other than

for upright pianos)

Piano and pltmo-playing
mechanism parts and
accessories (other than
for upright pianos) Gross kg.

35) EP 898.90-25 891-09.22 Machine heads for
musical instruments

same
Gross kg.

Machine heads (e.g.
guitar heads and drum
heads) for musical
instruments Gross kg.

36) EP 899.1941 599-04.18 EmM7 gelatin~ HIDe
for pharmaceutical uae Net kg.

B. FOR DELETION OF CLASSIFICATION CODES

-.apt,. plMiD~
.;tbr-p!l6l'ld:lddt'bd
products Net kg.

ANNEXB

Commodity DescriptionCategory

1) SEP

Classification
Code

054.22..()1

Central Bank
Code (Old)

054-02.11 White beans, dried, in bulk coniaiDeD (1nI¥ be
imported only by licenled food mlDUfacturelB)

Unit of
Qrumtity

Net kg.

2) NEe ....t»e.-,~t"'''ill Itulk CC1at iners Net q.



3) UP 273.40-00 272-03.00 Pebbles and crushed or broken stone (whether or
not heat-treated), gravel, macadam, of a kind
commonly used for concrete aggregates, for road
metalling or for railway or other ballast; flint
and shingle (whether or not heat-treated); granules
and chippings (whether or not heat-treated) and
powder of stones falling within item 273.12 or
273.13 Net kg.

4) EP 523.22.Q0 511-09.55) Phosphites, hypophosphites and phosphates Net kg.
561-02.01)

5) EP 582.11-00 599-01.04 Phenoplasts in primary forms (e.g., in powder,....,
flakes, lumps, blocks, granules or liquid and.j:>,

N similar bulk form) Net kg.0-
'--'

6) EP 582.21-00 599-01.01 Aminoplasts in primary forms (e.g., in powder,
flakes, lumps, blocks, granules or liquid and
similar bulk forms) Net kg.

7) SEP 598.94-00 599-09.01) Preparations and charges for fire extinguishers;
599-09.02) charged fire-extinguishing grenades Net kg.
599-09.03)

8) NEP 641.61-01 631-03.02 Building boards of vegetable fiber, not being
thermal or acoustic, whether or not bonded
with natural or artificial resins or with
similar substances CuDm



9) SEP 641.61-02 641-05.02 WaJIboetda, other th8n thermal or ICOUltic Net kg.

10) SEP 641.61~ 641"()5.09 BaiIftinI00_ of wood pulp or of veptIbIe
fiber, whether 01' Dot boded. with natunIJ
or artificill ntIiDI or wah ....ilu biDd_
(fiber building boml), eompreseed (hardboard),
n.e.s. Net kg.

11) NEP 641.62-01 631.03.01 'lberma1 or acoustic building boud of vegetable
fiber, whether or not bonded with natural or
artificial resina or with "milar IIlbstancea CuDm.

12) SEP 841.8%.002 641-05.01 WaBboudl, thermal or acoaItie Netq.-~iii
'"oJ

13) SEP 641.62.()9 641-66.03 BuIIdiBg board of wood pulp or of vegetable.....
fiber, whether or not bonded with Dllbn or
utiftcial reainI or with llimilar binden (fiber
building baud), Don-comprened (inPd Ag
boald, ete.), n.e... Net kg.

14) NEP 651.41-00 651-06.11 Yam, textured, of continuous polyamide
fiben, not put up for retail aaIe Net kg.

15) NEP 651.42.00 651-06.11 Yam, non__tured, of continuoua poly.uete
fiben, untwi8ed or with • twiIt of not more
than 60 QlmA per meter, not put up for reYil.. Netq.



16) NEP 651.43-00 651-06.11 Other non-textured yam of continuous polyamide
fibers, not put up for retail sale Net kg.

17) UP 662.42-00 662-01.02) Roofing tiles, chimney-pots, cowls, chimney-liners,
662-02.02) cornices, and other ceramic constructional goods

(including architectural ornaments) Net kg.

C. FOR INCLUSION OF NEW CLASSIFICATION CODES ANNEX C

,....,
~
N
00.......

1)

2)

3)

Category

NEP

UP

UP

Classification
Code

098.06-04

273.40-01

273.40-09

Old Central
Bank Code

099-09.13

272-03.00

272-03.00

Commodity Description

Inactive natural yeast

White pebbles (when imported by ceramic
manufacturers)

Other pebbles (including white pebbles when
imported by non-eeramic manufacturers) and
crushed or broken stone (whether or not heat
treated), gravel, macadam, of a kind commonly
used for concrete aggregates, for road metalling
or for railway or other ballast; flint and shingle
whether or not heat-treated); granules and
chippings (whether or not heat-treated) and
powder of stones falling within item 273.12 or
273.13

Unit of
Quantity

Net kg.

Net kg.



4) UP 292.50-06 292-06.09 Seeds, fruits and spores, of a kind used for
sowing, under prior authorization of the Bureau
of Plant Industry as necessary in the interest
of agriculture and development Net kg.

5) EP 523.22-01 511-09.55 Sodium tripolyphosphates (STPP) Net kg.

6) EP 523.22-09 561-02.01 Other phosphates, hypophosphites and phosphites Net kg.

7) EP 582.11-01 599-01.04 Phenoplast molding compounds Net kg.

8) EP 582.11-09 599-01.04 Phenoplasts in primary forms (e.g., in powder
..., :Oakes,lumps, blocks, granules or liquid and
tJ similar bulk forms ( excluding phenoplast
\0 molding compounds Net kg.l--I

9) EP 582.21-01 599-01.01 Aminoplast molding compounds Net kg.

10) EP 582.21-09 599-01.01 Aminoplasts in primary forms (e.g., powder
flakes, lumps, blocks, granules or liquid and
similar bulk forms) excluding arninoplast
molding compounds Net kg.

11) SEC 582.49-03 899-14.32 Nylon monofil strings for tennis and other rackets Net kg.

12) SEP 598.94-01 &99-09.01 Aqueous fUm-forming foam type preparations and
charges for tire extinguiJhen Net kg.



13) SEP 598.94-09 599-09.02) Other preparations and charges for fire extinguishers;
599-09.03) charged fire extinguishing grenades Net kg.

14) UP 628.98-17 629-09.09 Articles of a kind used on textile machinery or
plant when imported by textile manufacturer Net kg.

15) SEP 641.61-00 641-05.02) Fiber building board of wood or other vegetable
641-05.09) material, whether or not bonded with natural or
631-03.02) artificial resins or with other organic binders,

compressed (hardboard) Net kg.
,....,....w
0 16) SEP 641.62-00 641-05.01) Fiber building board of wood or other vegetable~

641-05.03) material, whether or not bonded with natural or
631-03.01) artificial resins or with other organic binders, non-

compressed (insulating board, etc.) Net kg.

17) EP 651.41-01 651-06.11 Yarn, textured, of continuous polyamide fibers
(nylon), with prior joint authorization of the
Tariff Commission and Board of Investments Net kg.

18) SUP 651.41-02 651-06.11 Yam, textured, of continous polyamide fibers
(nylon), without prior joint authorization of the
Tariff Commission and Board of Investments Net kg.



19) EP 651.41-01 651-06.11 Yam, non-textured, of continuous polyamide fibers
(nylon), untwisted or with a twist of not more
than 50 turns per meter with prior joint authori-
zation of the Tariff Commission and Board of
Investments Net kg.

20) SUP 651.42-02 651-06.11 Yam, non-textured, of continuous polyamide fibers
(nylon), untwisted or with a twist of not more
than 50 turns per meter without prior joint authori-
zation of the Tariff Commission and Board of
Investments Net kg.

,.., 21) EP 651.43-61 651-06.11 other non-textured yam of continuous polyamide
~ fibers (nylon), with prior joint authorization of the.--... Tariff Commission and Board of Investments Net kg.

22) SUP 651.43-02 651-06.11 other non-textured yam of continuous polyamide
fibers (nylon), without prior joint authorization
of the Tariff Commission and Board of Investments Net kg.

23) EP 662.42-01 NEW Ceramic bricks for lining ball mills Net kg.

24) UP 662.42-02 662-01.02) Roofing tiles, chimney-pots, cowls, chimney-
662-02.02) liners and cornices, of ceramic materials Net kg.

25) UP 662.42-09 662-01.02) Other ceramic constructional goods including
662-02.02) ardtitectura1om~u Net kg.



26) EP 745.27-14 716-13.74 Liquid sprayers using hand-pumped compressed-
air, non-eylindrical knapsack type with a capacity
of less than 14 liters No.

27) EP 745.27-15 716-13.74 Liquid sprayers using hand-pumped compressed-
air, non-eylindrical knapsack type with a capacity
of 14 liters and above No.

28) EC 745.27-16 716-13.74 Hand-operated household sprayers with a capacity
not exceeding 3 liters No.

29) EC 745.27-17 716-13.74 Hand-operated household sprayers with a capacity
......, of 3 liters and above No.
.J>.
W
N 30) EP 745.27-18 NEW Parts of liquid sprayers using hand-pumped........

compressed-air, non-eylindrical knapsack type with
a capacity of less than 14 liters Gross kg.

31) EP 745.27-19 NEW Parts of liquid sprayers using hand-pumped
compressed-air, non-cylindrical knapsack type with
a capacity of 14 liters and above Gross kg.

32) EP 745.27-21 NEW Parts of hand-operated household sprayers with a
capacity not exceeding 3 liters Gross kg.

33) EP 745.27-22 NEW Parts of hand-operated household sprayers with a
capacity of 3 liters and above Gross kg.



34) SEC 851.02-11 851-02.06 Golfshoea Pair

35) REP 892.41-03 892-04.04 ceramic traDsfeJ& lL Net kg.

36) IP 893.99-26 NEW Millipore tilten (membrane lilteD) Net kg.

37) NEP 895.21-16 NEW Ball point tips Gross kg.

38) UC 898.11-05 891-03.01 Grand pianos, Dew or used No.

39) NEP 898.19-Q4 891-09.07 Bandurias and mandolins No.

..... 40) uP· 898.90-26 NEW ~ back· (with or withoutj~nframes or... ... pWelJ for \lPdIht~~. No•w
!oN.....

41) NEP 898.90-27 891-03.09 Key-oo.rd, Dew or u8ed. for upright piaDoI No.

42) UP 898.90-28 891-03.04 Metal fr8me1, for upright piano. Net kg.

j} may be imported only by manufactureD of cenmic and
porcelain products requiring the ute of transfer peper
prints



MEMORANDUM TO AUTHORIZED AGENT BANKS
AND AUTHORIZED FOREIGN EXCHANGE DEALERS

(MAAB No. 57) 16f'[
November 10, 1978 f\ (h?J

Effective immediately, the first sentence bf Section 2 of Memo
randum to Authorized Agent Banks No. 48 dated April 12, 1973
reading as follows:

"2. Henceforth, authorized agent banks and authorized
foreign exchange dealers shall purchase acceptable foreign
currencies (notes, coins and travellers checks) directly
from tourists and other foreign visitors at a minimum of
2% below the Central Bank buying rate for the aforemen
tioned foreign currencies."

is hereby amended to read as follows:

"2. Henceforthlauthonzed agent banks and authorized foreign
exchange dealers shall purchase acceptable foreign currency
notes, coins and travellers checks directly from tourists
and other foreign visitors including balikbayans at a
minimum of one percent (1%) below the Central Bank
buying rate for the aforementioned foreign currencieSJ'

All other provisions of the aforesaid MAAB shall remain un
changed.

(SGD.) G. S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 58) 11~

November 29, 1978 @
1. In connection with the Seventh$13.~illionCommodity

Loan extended by the Govemment of Japan,~thorized Agent
Banks are hereby requested to submit to the Central Bank one (1)
copy each and/or certified true copies of the <t§!iOi'li\iPdocuments
evidencing importations from countries/enumerated in paragraph
2 below, and payments thereof by the Kgeht Banks:

a. covering transmittal letter or collection advice of the
negotiating bank addressed to the Philippine com-
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mercial bank, coQtaining the certification stated in
paragraph 4 below, for imports under LIe, D/A
or 0 IA arrangemeu;

b. commercial invoice;

c. certificate of origin or any documents to certify
origin; and

d. bill oflading

The submission of the above-listed documents shall not be
required in the case of importaticms of the Philippine Government
or any of its offices, agencies or iDatrumentalities.

2. The above-listed documents are to be submitted for each
import payment of at least $5,000 or Y 1,600,000 made after Novem
ber 7, 1978 for importations from Japan, Singapore, Malaysia,
Korea, India, Indonesia, Pakistan. or anyone of the member coun
tries of the Organization for Economic Cooperation and Develop
ment (OECD).*

3. Documents pertaining to payments of amortization and
interest charges on imports under deferred payment arrangement
with an original maturity period of not shorter than 5 years, need
not be submitted. However, documents covering downpayments
for such imports, financed partly with suppliers credit, are also to
be submitted.

4. The payments for the importations are to be certified by
the Manager of the Bank's Foleign Department, or a responsible
official specifically designated for this purpose, in the covering tr8l1l
mittal letter or collection advice of the negotiating bank (or in the
pertinent commercial invoice, In the case of imports under open
account arrangements) in the following form:

"We hereby certify that the payment for this import
was duly made on for
the amount of "

In the above certification, it is the date of actual payment or debit
advice that should be indicated, whether the import is effected by
LIC, D/A or open account arrangement. However, in case the im
portation is covered by an LIC and the corresponding debit advice

*This includes the United Stat4l& of America, Canada, United Kingdom,
France, West Germany, Italy, Bellium, Netherlands, Luxembourg, Sweden
Norway, Denmark, Iceland, Immd, Austria, Switzerland, Portugal, Spain,
Greece, Turkey, Finland, Japan,Australia and New Zealand.
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from your correspondent bank, evidencing actual payment, has not
yet been received at the time the documents are submitted to the
Central Bank, the date of payment shall be presumed to be eight
(8) days after the date of the covering letter or collection advice
of the negotiating bank, giving allowance for mail time.

5. The required documents pertaining to import transactions
for any given week are to be submitted to the Management of Ex
ternal Debt and Investment Accounts Department (MEDIAD), not
later than Thursday of the succeeding week with the exception of
the certificate of origin which may be submitted within seven days
of receipt thereof.

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No. 59) i 3171

""'?" 13, 1978 (!!!J
Effective immediately, Jall applications for foreign exchange for

travel to Hongkong shall be referred to the Foreign Exchange Depart
ment of the Central Bank for consideration accompanied by explana
tion 0 f purpose 0 f travel.:

(SGD.) G. S. LICAROS
Governor

000

MEMORANDUM TO AUTHORIZED AGENT BANKS
(MAAB No: 61)
December 29,1978

i?U"O('\ (D
Pursuant to Monetary Board Resolution No. 2093 dated De

cember 15, 1978, the following inclusions to the 1977 Philippine
Standard Commodity Classification Manual shall take effect imme
diately:

Category Classi
fication
Code

Central
Bank
Code

Commodity
Description

Unit of
Qty.

NEP 699.79-13 699.18-09 Anchors and anchor
rods (other than
for ships), of iron
or steel Gross kg.
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NEP 699.79-15 699.18-09 Hangem, stays and
similar supports for
fbdng piping and
tubing (e.g., iron
rings, hooks, etc.);
hose clamps or clips;
cleats other than
shoe cleats; shackles
otaer than chain
shackles, of iron or
steel Gross Kg.

(OOD.) G. S. LICAROS
Governor

000

MEMORANDUM TO ALL BANKS 2.~

;\ 'June 23,1978 !/r,!:!'!J
For your information and guidance, in connection with the

requirements under Circular No. 590 dated December 28, 1977,
amending Circular No. 567 dated May 4, 1977,rthat applications
for any type of banking office shall not be accdpted if there lie

two (2) or more approved but unopened offices, irrespective of
type and category, in the same area or localiti]attached is the list
of approved but unopened additional banking offices as of May 31,
1978.

Every month, hereafter, we shall inform you of:

a) Applications for additional banking offices
approved during the month; and

b) Additional banking offices opened during
the month.

(SGD.) G. S. LICAROS
Governor

APproved But Unopened Additional Offices
(By Service Area)

As of May 31, 1978

Service Area

I. Metro Manila
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Seruice A rea Date Type of
Approved Office

A. Manila

l. Arranque
a) Phil. Bank of Communi- 5·09-78 Branch

cations (Magdalena)
b) Phil. Bank of Communi- 5-09-78 "

cations (Ongpin)

2. North Harbor
a) Philippine Veterans Bank 4-02-78 Extension

Office

3. Divisoria
a) Producers Bank 5-18-78 Branch
b) Rizal Commercial

Banking Corporation 5-26-78 "

4. Ermita
a) Family Savings Bank 4-03-78 Branch

5. South Harbor
a) Philippine Veterans 4-02-78 Extension

Bank Office

6. Taft Avenue - Rizal Park
a) Rizal Commercial

Banking Corporation 1-31-78 Branch

B. Fort Bonifacio
a) Philippine Veterans Bank 4·02-78 Extension

Office

C. Las Pifias
a) Royal SLA - Poblacion 4-12·77 Savings

Agency
b) Royal SLA - Talon 4-12·77 Savings

Agency

D. Makati
l. Buendia Avenue -- Bel Air

a) Family Savings Bank 4-03-78 Branch

2. Forbes Park
a) Bank of PI 8·16-77 Branch

3. So. J. Rizal Avenue
a) Manila Banking
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Seroice Area Date Type 0'
Approved Office

Corporation 2-06-78 Branch
b) Consolidated Bank &

Trust Company 4-25-78 "

E. Malabon Town Proper
a) Rizal Commercial

Banking Corporation 1-31-78 Branch

F. Mandaluyong

l. Mandaluyong - Crossing
a) Commercial Bank &

Trust Camp.y 5-18-77 Branch

2. Shaw Blvd. - Ka1entong
a) Bank of PI 4-17-78 Branch

C. Muntinlupa

1. Muntinlupa (Poblacion)
a) Second Laguna

Development Bank 6-27-77 Savinp
Agency

b) Royal SLA 4-12-77 Branch

H. Navotas
a) Producers Bank 2-06-78 Extension

Office
b) Manila Banking Corporation 7-29-77 Branch

I. Parafiaque

1. MIA - Nayong Pilipino
a) Commercial Bank &

Trust Comp."y 10-17-77 Branch

2. Baclaran Public Market
a) Philippine Savings Bank 4·20-78 Branch

J. Psg

1. Pasig Public Market
a) Royal SLA 4-12-77 Branch

2. Capitol (Pasig)
a) Security Bank & Extenlion

Trust Company 11-03-77 Office
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Service Area Date Type of
Approved Office

K. Quezon City

1. Cubao
a) Producers Bank 2-14-78 Branch

2. Diliman
a Paluwagan ng Bayan

SLA 4-15-77 Branch

3. Quadrangle District
a) Bank of PI 8-16-77 Branch

4. Quirino District Loyola
a) Philippine Trust

Company 9-22-77 Sub-branch
b) Philippine Veterans

Bank 4-02-78 Branch
c) Commercial Bank &

Trust Company 5-16-78 ..
L. Valenzuela

a) Development Bank
of Rizal 4-25-78 Branch

II. Chartered Cities

A. Baguio City
a) Commercial Bank &

Trust Company 10-17-77 Branch
b) Banco Filipino 4-18-77 "

B. Cabanatuan City
a) Bank of PI 4-17-78 Branch

C. Cagayan de Oro City
a) Land Bank of the

Philippines 7-21-76 Branch
b) Pacific Banking Corporation 1-04-78 ..

D. Cebu City
a) Land Bank of the

Philippines 5-16-77 Branch
b) Rizal Commercial

Banking Corp. 5-31-78 ..
E. Laoag City

a) Commercial Bank &
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Seroice Area Date Type of
Approved Office

Trust Company 10-17-77 Branch

F. Legaspi City
a) Land Bank of the

Philippines 5-16-77 Branch

G. Mandaue City
a) Cebu City SLA 7-14-77 Branch
b) Pacific Banking Corp. 11..Q3-77 ..

H. NagaCity
a) Insular Bank of Af,ia

& America 9-12-77 Branch

I. Oroquieta City
a) United Coconut Planters

Bank 1-15-78 Branch

J. Ozamis City
a) Philippine Commercial &

Industrial Bank 9-23-76 Moneyahop

K. Rosas City
a) Homeowners SLA 12-09-77 Branch
b) Insular Bank of Asia

& America 7-18-77 ..
L. San Pablo City

a) Homeowners SLA 12..Q9-77 Branch
b) Quezon Development Bank 4~19-78

..
M. Tagaytay City

a) First Cavite SLA 5-12-78 Savings
Agency

N. Zamboanga City
a) Allied Banking Corporation 4-20~78 Branch
b) Philippine Veterans Bank 4-02-78 "

III. Municipalities

A. Abra

1. Bangued
a) Phil. Commercial &

Industrial BaDk 3..Q4-78 Extension
Office
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Seruice Area Date Type of
Approved Office

B. Albay

l. Tabaco
a) Pacific Banking

Corporation 3'{)4-78 Branch

C. Batangas

l. Lian
a) Batangas SLA 5-12-78 Branch

2. Tanauan
a) Quezon Development

Bank 4-19-78 Branch

D. Bulacan

1. Hagonoy
a) Paluwagan ng Bayan

SLA 2-28-76 Moneyshop
2. Malolos

a) Commercial Bank &
Trost Company 10-17-77 Branch

3. Paombong
a) Paluwagan ng Bayan

SLA 10-18·76 Savings
Agency

4. Sta. Maria
a) Planters Development

Bank 8-25-77 Agency

E. Bukidnon

l. Quezon
a) Traders Royal Bank 4-11-78 Branch

F. Camarines Norte

l. Daet
a) Domestic SLA 3-10-78 Branch

G. Cagayan

l. Tuguegarao
a) Land Bank of the

Philippines 7-21-76 Branch
b) Phil. Commercial &

Industrial Bank 3'{)4-78 "
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SenJice Area Date Type of
Approved Office

2. Aparri
a) Phil. Commereial &

Industrial Bank 3.Q4·78 Extension
Office

H. Davao del Norte

1. Tagum
a) Davao SLA 4-15-77 Branch

I. Ilocos Sur

1. Vigan
a) Phil. Commercial &

Industrial Bank 3'{)4-78 Extension
Office

J. Isabela

1. Santiago
a) Phil. Commercial &

Industrial Bank 3-04-78 Branch
2. Ilagan

a) Phil. Commercial &
Industrial Bank 3'{)4·78 Extension

Office

K. Laguna

1. Los Banos
a) Second Laguna

Development Bank 6·27-77 Agency
2. Nagcarlan

a) LagunaSLA 5-12-78 Branch
3. Pagsanjan

a) LagunaSLA 5-12-78 Branch

L. La Union

1. San Fernando
a) Allied Banking

Corporation 1-25·78 Branch

M. Mindoro

l. Mamburao
a) First Mindoro SLA 3-10-78 Branch
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Seruice Area Date Type of
Approved Office

2. Sablayan
a) First Mindoro SLA 3-10-78 Branch

3. San Jose
a) First Mindoro SLA 3-10-78 Moneyshop

N. Pampanga

l. Apalit
a) Agro-Industrial

Development Bank 11-03-77 Extension
Office

2. Macabebe
a) Homeowners SLA 12-09-77 Agency

3. San Fernando
a) Planters Development

Bank 11-03-77 Savings
Agency

b) Consolidated Bank &
Trust Company 4-25-78 Branch

O. Pangasinan

l. Urdaneta
a) Consolidated Bank &

Trust Company 5-11-78 Branch

P. Quezon

1. Mulanay
a) United Coconut

Planters Bank 3-22N78 Branch

2. Atimonan
a) Domestic SLA 3-10-78 Savings

Agency

3. Tayabas
a) Domestic SLA 3-10-78 Savings

Agency

Q. Rizal

1. Binangonan
a) Capitol City

Development Bank 5-11-78 Extension
Office
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SUBJECf:

MEMORANDUM,TO ALL BANKS
October" 17 , 1978 ~ I ~9

(" ~ ~

-[He.roe ~quirement8 for bo wings from bank'
and non-bank firumcial. _inJermediaries engaged
in qUlJ8i-banlt., (unctio1iT7

"",

For purposes of Wlifonnity iJ) reporting reserves against inter
bank loans, banks shall submit the Consolidated Report of Required
and Available Reserves Against Deposit Substitutes (CBP 7-16-22) in
accordance with the attached form starting with the week ending
October 28, 1978.

Please be guided accordinll1Y.

(SGD.) G. S. LICAROS
Governor

(Attached form not reproduced)

000

MEMORANDUM TO ALL BANKS
November 15, 1978 13~"$~

For pL 01 impleDlOD" SectIon 8.1 of Cin:uI.;: 366, •
amended, the format Tor reporting biographical data of directors and
officen of b4lllki)hall be in accordance with the attached sample
form. Accordingly, the form presently in useand the List of Relatives
within the Second Degree of Consancuinity or Affinity prescribed
under Circular-Letter dated December 7, 1976 shall be deemed
superseded by the revised fonn.

In orde~ establish a common reference base, all incumbent
directors and officers asof October 31, 1978 and those to be electedl
appointed thereafter shallll1bmit their updated biographical data in
accoldance wif:h the revised fomr;]

The biographical data shall be updated annually within 25 bank
ing days after the end of calendar year. In the case of changes in edu
cational attainment and experience in banking, only additional quali
fications that will enhance the director's or officer's competence or
will qualify him to his present poIition shall be reported.

The information required in the revised form are limited to
items of operational significance. Thus, the fonn is designed to in·
elude the information needed to -
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1. evaluate the educational qualification and work experience
against the minimum standards set by existing regulations
for a given management position;

2. determine compliance with regulations on interlocking
directorates and officerships in financial intermediaries;

3. establish that officers by reason of their family relation
ships are qualified to hold the positions to which they are
elected or appointed; and

4. guide bank examiners in regular and special examinations
in verifying the accuracy and completeness of the reports
on the magnitude of indirect loans to corporations and
direct and indirect loans to directors, officers and their
relatives.

Data required in present form which can be disclosed by investi
gation to be conducted by examiners were omitted in the revised
form.

The form shall bear the following numbers as indicated for
each type of reporting bank:

Type ofBank

1. Commercial banks
2. Savings banks
3. Private development banks
4. Specialized government banks
5. Rural banks
6. Stock savings and loan

associations

Please be guided accordingly.

Form No.

~ CBP 7-16-18 KB
~ CBP 7-16·18 SB
~ CBP 7-16-18 PDB
~ CBP 7-16-18 SGB
~ CBP 7-19-42 RB

~ CBP 7-19-42 SLA

(SGD.) G. S. LICAROS
Governor

(Attached fonns not reproduced)
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MEMORANDUM TO ALL COMMERCIAL BANKS -
January 26, 1978 I ,&-1~

~~~
t!lEGULATIONS GOVERNING IN'rj;RBANK -

LOAN TRANSACTIONS]

In its Resolution No. 24 dated January 6, 1978, the Monetary
Board adopted the following regulations governing interbank loan
transactions of commercial banks:

1. All interbank loan transactions shall be submitted to the
Central Bank Accounting Department by means of interbank loan
advice or repayment transfer tickets not later than 7 :30 P.M. of the
same banking day that a loan traosaction is consummated. For this
purpose, interbank loan transactions shall include, among others,
(a) call loan transactions, (b) borrowings evidenced by deposit sub
stitute instruments, and (c) purchases of receivables with recourse.

2. The Central Bank Accounting Department shall not accept
or give due course to interbank loan transfer tickets unless the follow
ing are complied with:

a. (1) For Granting of Loans

"Interbank loan advice transfer ticket" forms
shall be used. The form to be accomplished by the
lending bank, whale account shall be debited by the
Central Bank, shaD be white in color and the form to
be accomplished by the borrowing bank, whose
account shall be credited by the Central Bank, shall
be green in color.

(2) For Repayment of Loans

"Interbank loan repayment transfer ticket"
forms shall be used. The form to be accomplished by
the borrowing bank making the payment and whose
account shall be debited by the Central Bank, shall be
yellow in color and the form to be accomplished by
the lending bank receiving the payment and whose
account shall be credited by the Central Bank, shall
be pink in color.

b) Transfer tickets (prescribed forms attached as Annex
..A-1 " to"A-4") shall have a standard size of 4 3/4" x
8 1/2" and shall contain the following minimum data or
information:

(1) Date of grant (white and green tickets), or date
of repayment (yellow and pink tickets) of loan;
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(2) The rate of interest or yield, including service charges,
if any, shall be shown on the lending tickets (white
and green). The actual computation of the said inte
rest must be shown on the repayment tickets (yellow
and pink); and

(3) Repayment tickets (yellow and pink) shall make
reference to the date of the corresponding
tickets recording grant of the loan.

c. Transfer tickets shall be signed or authenticated by officers
whose names and specimen signatures are in the bank's list
or book of Authorized Specimen Signatures, a copy of
which shall be submitted to the Central Bank Accounting
Department.

d. The bank whose account with the Central Bank is to be
credited shall be responsible for making the necessary
advice to the Central Bank of transaction, whether it be
a grant or repayment of a loan, i.e., the loan advice tickets
(white and green) shall be submitted to the Central Bank
by the borrowing bank, while the loan repayment tickets
(yellow and pink) shall be submitted to the Central Bank
by the lending bank.

3. Both banks shall immediately pass the corresponding
entries in their books and, upon receipt of a copy of the transfer
ticket duly stamped "RECEIVED" by the Central Bank, the borrow
ing bank shall attach the same to the corresponding ticket debiting
its Due from Central Bank account in its books and, in the case of
the lending bank, to the same ticket passed in its books on the day
payment is made.

4. All interbank loans shall be recorded by the borrowing
bank as "Bills Payable - Interbank Loans" and shall be subject to
reserve requirements of five per cent (5%).

5. All banks shall reconcile their clearing accounts with the
Central Bank against Monthly Statements of Accounts to be fumished
them by the Central Bank Accounting Department. Five copies of
the reconciliation statement shall be submitted within ten (10)
banking days from receipt of the Statements of Accounts from the
Central Bank - the original and three copies to the Central Bank
Accounting Department and one copy to the appropriate supervising
department.

6. The maximum rate of interest or yield, including commis
sions, premiums, fees and other charges, for interbank loan transac
tions shall be subject to pertinent provisions of law and regulations.
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7. Any director or offieeref a bank who authorizes or know
ingly allows the commission of aots in violation of the provisions of
this Memorandum shall be liable to the penal sanctions of SectiODl
34 and 34-A of Republic Act No. 265, as amended.

This Memorandum which supersedes Memorandum to All Com
mercial Banks dated 13 March 1975 shall take effect immediately.

(SGD.) G. S. LICAROS
Governor

(Attached forms not reproduced)

000

MEMORAND~IRCULAR TO ALL1MMERCIAL BANKS
January 31, 1978 I~~)f'0

Pursuant to Monet~_BoardResolution No. 156 dated Janu8r)
20, 1978, the following~dmentsto existing rules, regulations
and procedures governing the rediscounting of eligible export PIPe!'!]
shall take effect immeditely: -

1) Any bank that is eligible to rediscount and whose rediscount
ceiling has already been saturated or fully availed of shall be
entitled to an increase in its existing rediscount ceiling to
the extent of 50%, which shall be used exclusively for the
financing of non-traditional exports;

2) The proceeds of any rediscounting application covering
exports shall be credited to the demand deposit account of
the applicant bank on the same date the said application is
filed with the Department of Loans and Credit, Central
Bank, provided such application is received at or before
12:00 noon;

3) If after due processing, any or all of the papers offered/re
discounted are found ineligible/unacceptable as collateral
for the loan, the clearini account of the commercial bank
concerned shall be debited immediately for the amount
corresponding to the loan value of the ineligible/unaccept
able collaterals, plus accrued interest, at a rate which shall
be 2% higher than the preferential rate for export papers;
and

4) All existing circulars, orders and/or instructions inconsistent
herewith shall be deemed revoked and/or modified accord
ingly.
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It is understood that the maximum lending rate to be charged
by conunercial banks for papers covering export shall remain at 9%
per annum as provided for under Circular No. 442 dated December
12,1974.

(SGD.) G. S. LICAROS
Governor

000

MEMORANDUM TO ALL COMMERCIAL BANKS f\
July 10,1978 I? & (, .....

Ii
The Monetary Board, in its Resolution No. 1033 dated June 23,

1978,lwproved as a matter of policy the applicability of the provi
sions of Circular No. 357, as amended, to the credit card operations
of banking institutionsj:ts follows:

1. The credit card operations of a banking institution shall not
be subject to the regulatory provisions of Circular No. 357,
as amended, where the credit card holder is a director,
officer or stockholder of the bank; provided that (a) the pri
vilege of becoming a credit card holder is open to all quali
fied persons on the basis of selective criteria which are
applied by the bank to all applicants thereof; and (b) the
bank director, officer or stockholder concemed reimburses
the bank for advances made on availments on his credit can!
within a period of thirty (30) days from the date the bank
made such advances; and

2. If the director, officer or stockholder concerned fails to re
imburse the bank within the 30-day period mentioned
above, the transaction shall be subject to the applicable
requirements of Circular No. 357, as amended.

Please be guided accordingly.

(SGD.) AMADO R. BRI~AS
Senior Deputy Governor

/\
I

000

.-,.~""'I

MEMORANDUM TO ALL COMMERCIAL BANKS (Jfl)
November 8, 1978

t£ursuing the Central Bank's commitment to simplify and ra
tionalize the reports required of banks, the quarterly Statement of
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CoDdiiibn requiled from indit'idtHi IwJlring offices (CBP 7-16.Q2U
has beeD, modified to reflect tbt,ltIowtng chances:

1. Reduction in the DUDlber of account/line entries requilld
due to the eliminllkiotlot cenain Qata elements which ..
more useful in the ,~af;ed fQml of the aateuwDt
(CBP 7-16-05);

2. Repl~ement of the ••-P8lO. pel() equivalent of forei&D
exchange account. aDd llotal~amount columns by one plIO
amount column;

3. Inclusion in the ftlport of tae allilDee office ot loan IIDII1
investment accounta~ by other offices of the bmk
for purposes of coillpl,ing with .the investment-depGlit
ratio preecribed under QIc\llar 536, as amended; ,

4. Inclusion of a valua1don xelerve account for each 10_
portfolio item. iJlcl". of llSiped loans, as required ill
the uniform syft;elll of accounts. For this purpoee the
bank shall report to the Department of Commelcial IDd
Savings B-.nb it. lIIQdeBnes fOr allocating valUation
reserves to the loan polttoUo of its branches, agencieslDd
extension offices req\liJ!ld tiP maintain separate boob of
accounts; and

6. Change in ftlport nnmber to distinguish ftlporta of
oommeroial bank. &om other type of banks by affisiQc
the initials KB. TbN.•• CBP 7·16--02 tonn of commemill
banks shall hencefoBlh'bear the number CBP 7-16.02 D.

For a more meaningful evtluation of the operations of b",Ir,
in a given service area in the course of processing applicwon. for
establishment of new banking 0.88, each banking office whOil
accounts are consolidated with tile 1n8l1cial statement of mohr
banking office and are therefo~ BOt required to submit the loUowin,
reports Ilhall -accomplish inst4ttd the Selected Financial Accountl
fOIm (CBP 7·16-02 KB-A):

1. Quaterly Statementoftondition (CBP 7-16-02 KB)

2. Semioannual ~t of Earnings and Es.__
(CB 7·16-04 KB).

affactive with the nJPOft .. of Deoembez: 31, 1978. thel8loR,
commelCill blBlkJ shall sm.i. Ute•. qumtedy Statement of CoR
dition (CBP 7-16-02 KB) aDd Se1~ Financial Accounts report
(CBP7~16-02 KB-A) in aoaoIdlDCle, with the attacbed ...pIe......

Please be tPJided accol!i""'.

(AtAched forms not reproduced)
(SOD.) G.S. LICAROS

Govemor



MEMORANDUM CIRCULAR TO ALL RURAL BANKS

NO. 78-20 (~,.
April 5,1978 ~~

The Monetary Board under its Res1n No. dated,
February 24, 1978emended Section 131 of the Revised Rules and
Regulations Govemmg Rural Bankg),o read~ follows]

SEC. 131. lRenewal of Loans; General Rule; Requisites.
v ~

Renewal of loans shall only be granted in highly meritorious
cases, when:

a. it will, in no way, prejudice the interest of the bank;

b. it will improve the borrower's financial position and
enable him to pay within the period of the renewal;

c. at least twenty percent (20%) of the loan induding in
terest, is paid; and

d. the securities of the loan are not diminished or impaired
in any manner whatever.

If, upon compliance with all the foregoing requisites, a renewal
is granted, a new promissory note must be executed in the same
manner and form provided for in Section 123. Such promissory note
should, however, be stamped "Renewal" for immediate reference.
In no case and under no circumstances shall more than two (2)
renewals be granted."

(SGD.) G.S. LICAROS
Governor

000

MEMORANDUM CIRCULAR TO ALL RURAL BW
October 20,1978 /2-;&%)

SUBJECT: 'IAmending further Memorandum Circular to Ah~ral
73anks, as amended, dated August 10, 1976, re
Participation Of Rural Banks in the Financing of
Small (Scale) Sized Industries under the Industrial
Guarantee and Loan Fund (IGLF) Program.]

Pursuant to Monetary Board Resolution No. 1313 dated August
4, 1978, Memorandum Circular To All Rural Banks, dated January
18, 1972, as amended on August 10,1976, specifically Items 2 and 3
thereof, is hereby further amended to read as follows:

xxx xxx
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(2) To continue the IGLF sponsorship scheme for rural banks,
but to be limited only to mral banks with no past due
and/or restructured loana, inclusive of IGLF and CB-IBRD
accounts; no plans of payment; and whose total past due
ratio do not exceed twenty-five per cent (25%) of their
total outstanding loans; and

(3) To reduce the required paid-in capital of applicant rural
banks, exclusive of government counterpart capital
(preferred shares), from not less than 1"500,000 to not leu
than ?300 ,000.

xxx xxx xxx

000

(SGD.) G.S. LICAROS
Governor

MEMORANDUM CIRCULAR TO ALL ij.URAL BANKS
December 19, 1978./1 /3J~''-)

--j,I

[RULES AND REGULATIONS GOVERNING 'E'
LENDING PROGRAMS UNDER THE COTTAGE

INDUSTRY FUND (CIFJ'

Pursuant to Monetary Board Resolution No. 2042 dated
December 8, 1978 and Presidential Memorandum Circular No.
1059 dated May 8, 1978, the following Rules and Regulations.
(hereinafter called Rules and Regulations Goveming the Lending
Program under the Cottage Industry Fund), are hereby prescribed by
the Monetary Board and will govem thil credit program to be carried
out through the lending facilities of the Rural Banks under the
supervision of the Central Bank for the financing of working capital
of small cottage industries duly accredited by NACIDA utilizing the
Cottage Industry Fund (CIF) from NACIDA.

Unless otherwise specified, the following tenns have the
following meaning whenever used in these Rules and Regulations
Governing the Lending Programillnder' the Oottage Industry Fund:

a. CB - The Central Bank of the Philippines.

b. DRBSLA - the D~artmentof Rural Banks and Savings
and wah 'A880ci'ations.

c. DLC - the Department of Loans and Credit.

d. Financing Institution - a Rural Bank (RB) qualified
to participate in ltisCf8dit, program in acccmlance
with Section 1 .. ,lr" " '
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e. STD Special Time Deposit extended by CB to RB
for financing loan applications.

f. Loan the loan extended by financing institutions
to a borrower.

g. Borrower recipient of a loan from financing
institution.

h. NACIDA - the National Cottage Industry Development
Authority.

i. Cottage Industry -- an economic activity carried on in
the homes or in other places for
profit, with a capitalization not
exceeding PlOO,OOO.OO at the time
of registration and/or accreditation
with NACIDA.

I. PARTICIPATING RURAL BANKS

Section 1. Eligibility Requirements

CB shall determine the Financing Institution through its
Department of Rural Banks and Savings and Loan Associations,
taking into account the following:

1.1 Period of Operation

The rural bank must have been in profitable operation fot hot
less than one year.

1.2 Liquidity Position

La. RBs must be operating substantially in accordance with
laws, rules and regulations governing rural banks;

l.b. RBs shall have a ratio of past due loans to total loans
outstanding not exceeding 25%;

l.c RBs rediscounting obligations should be within prescribed
ceilings on non-supervised credit;

Ld RBs must not have past due obligations with CB, in
accordance with existing policy, and/or must have
complied with the terms and conditions of its plan of
payment with the CB and its restructured loans must not
have exceeded P500,000 .00.

Section 2.

Whenever there are established in any Law, Decree, General
Order, Rule, Regulation, or other directive in force, standard or
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criteria by way of ratios, percentages or otherwise, in relation to the
factors enumerated in Section 1, such standards or criteria shall be
deemed applicable for the purpose of conducting an evaluation of
the credit worthiness under said Section 1.

II. LOAN EXTENDED BY PARTICIPATING RURAL
BANKS TO BORROWERS

Section 3. Purpose of Loan

Raw materials, labor, light machinery and equipment to be
used on viable cottage industries where the potential for increased
production is clearly established, or where the potential for satis
fying domestic demand or exportation of the excesses over domestic
consumption, will be eligible for financing. The cost of machineries
and equipment must not exceed 50% of the loan.

The cottage industry shall include economic activities carried
on by students of public and private schools, within school premises,
as a cooperative effort, under supervision of a teacher or other
person approved by and acting under the supervision and control
of school authorities, either as part of or in addition to ordinary
vocational training, provided all profits shall accrue to the students
working therein. It shall include the following:

3.1 Fibercrafts, such as making of abaca ropes and twines, buntal
fiber extracting and buri leaf braiding;

3.2 Woodcraft, such as making of wooden shoes, wooden fans,
walking sticks (canes) and woodcarving;

3.3 Hat Weaving, such as calasiao, buri, raffia, korogomoy, buntal
and bamboo hats, salakot and helmet;

3.4 Mat Weaving, such as doormats, sleeping mats, made of buri,
pandan, balilan, sakutan and other similar materials;

3.5 Metalcraft, such as making of jewelries, knives, boloes, scissors,
razors, silverwares, and brassworks;

3.6 Ceramics, such as making of potteries, hollow-block, tiles,
firebricks, clay stoves and other ceramic products;

3.7 Shellcraft, such as making of sea shell buttons and coconut
shell products;

3.8 Bamboo and Rattan craft, such as making of hammocks,
basketry, making of sawali and other bamboo and rattan
furniture and articles;

3.9 Small Agricultural Hand Tools, such as plow points;
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3.10 Toycraft, such as making of dolls and toys;

3.11 Embroidery, Dressmaking and Tailoring Industries;

3.12 Needlecraft (including knitting and crocheting);

3.13 Loom Weaving, such as making of fishnets, making of mos
quito nets, weaving of Ilocano cloth, Igorot weaving, pifia

(Barong Pilipino) jusi and sinamay;

3.14 Machine Parts manufacture, such as wheels and stone mortars;

3.15 Poultry including Duck Raising and "Balut" making;

3.16 Piggery;

3.17 Home cigar making;

3.18 Food Preservation and Canning, including the making of
vinegar, wine, lambanog, pili or peanuts confectionery or
coconut candy (bucayo);

3.19 Other related crafts, such as making of brooms, pandan,
nito and buri bags, "Korogomoy" bags, bead making, guitar
and other manual instruments;

3 .20 Leather products;

3.21 Rubber products; and

3.22 Such other industries done in the home with the aid of
electrical gadgets and/or by hand manipulations.

Section 4. Eligibility of Borrouiers

Cottage Industries of the applicant must be duly registered/
accredited with the NACIDA, having capitalization of not more than'
?100,OOO.OO at the time of the application of the loan.

Section 5. Security

5.1 Unsecured loan with a co-maker.

5.2 Loans may be secured by chattle mortgage on movable pro
perty, like machineries and equipment and inventory on
finished goods and raw materials including those which are
subject of financing.

Section 6. Loan Limits

The loan ceiling shall be as prescribed under Section 23 of
General Banking Act, as amended, and it shall in no case exceed
Twenty Thousand (nO,ooo.OO) Pesos.

Section 7. Maturity of Loans
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Loan maturities shall not exceed one year.

Section 8. Interest Rate

The loan shall bear an effective interest rate of not more than
9% per annum plus bank charge not exceeding 1% per annum.

Section 9. Penalty for Non-Payment

A penalty rate of 5% per annum shall accrue, over and above
the interest rate specified in Section 8 hereof, on any amount of the
loan not paid on due date.

Section 10. Loan Application and Processing

10.1 Application for loan shall be filed with the qualified Financing
Institution nearest the project to be financed and must be
accompanied by the attached information sheet (Annex A)
and the recommendation of the NACIDA Regional Manager
or his duly authorized representative in the area.

10.2 The Financing Institution shall process and approvel
disapprove the application. U approved, the Financing Insti
tution shall apply for Special Time Deposit with the De
partment of Rural Banks and Savings and Loan Associations,
attaching therewith STD Certificate for the loans approved
and submitted for funding with the Central Bank.

Section 11. Loans in Litigation

In case of a suit for collection of the unpaid balance of a loan,
there shall be collected from the Borrower, in addition to the interest
and penalty interest on the loan imposed under Section 8 and 9
hereof, an attorney's fee equivalent to ten per cent (10%) of the
unpaid balance, and costs of the suit.

III. SPECIAL TIME DEPOSIT (STD)

Section 12. Special Time Deposits Application

The Central Bank shall extend special time deposit with interest
rate of 4% per annum to Financing Institution to finance 50% of the
loans to be extended by them to applicants in accordance with these
Rules and Regulations.

At any time, the Financing Institution may submit to
CBDRBSLA its application for special time deposit supported by the
following documents:

12.1 The list of borrowers with the corresponding project to be
financed and the amount of approved loans.
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12.2 Corresponding certificates of registration/accreditation with
NACIDA.

12.3 Duly signed Certificate of Special Time Deposit issued by the
rural bank which will be filled-up with the amount of the
STD that will be approved by CB·DRBSLA.

12.4 Latest Statement of Financial Condition and Statement of
Income and Expenses.

12.5 Reports of required and available reserves against deposit
liabilities for the past four weeks immediately preceding the
date of application.

Section 13. Term of STD

The STD shall be issued for a term of 60 days. Within 30 days
from the receipt of STD, the participating Financing Institution
must either release the same to the end-user or refund the unreleased
portion to the CB·DRBSLA if not released after 30 days from
receipt. Failure on the part of the rural bank to refund the un
released portion of the STD shall subject the Financing Institution
to a penalty of 14% per annum over and above the 5%interest
of the STD.

IV. REDISCOUNTING

Section 14. Rediscounting Application

14.1 Loans granted under this program shall be rediscounted with
the CB-DLC within 60 days from date of release of STD to
the borrowers.

14.2 The application for rediscounting shall be supported by the
following:

14.a Duly accomplished rediscount schedule;

14.b Borrowers' promissory notes duly endorsed by the
rural bank together with the corresponding certificate
of registration/accreditation with the NACIDA and any
or all collateral documents securing said loans;

14.c The rural bank's advice to the CB-DLC to remit re
discounting proceeds to the CB·DRBSLA to be applied
in payment of the outstanding STD of the applicant
rural bank;

14.d The rural bank's signed promissory note in favor of the
Central Bank;
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14.e Resolution of the board of directors authorizing the
rural bank to negotiate for the loan with the Central
Bank and designating the officers authorized to endorse
the promissory notes and sign all papers pertaining to
the loan;

14.f Latest Statement of Financial Condition and Statement
of Income and Expenses;

14.g Latest report on required and available reserves together
with a certification that the rural bank has not incurred
net reserve deficiencies for four consecutive weeks
immediately preceding the date of its application; and

14.h Report on average monthly savings and time deposits
during the past four months immediately preceding the
date of its application.

Section 15. Rate and Term of Rediscounting

The CB-DLC shall rediscount eligible loans granted under this
program at 80% of the loan at the rate of 4% per annum for a
maximum term of 360 days provided that the paper presented for
rediscounting bears an effective interest rate of 9% per annum plus
bank charge not exceeding 1%per annum.

Section 16. Repayment of Rediscounting Obligations

Repayment of rediscounting obligations must be in accordance
with the existing Rules and Regulations.

This Circular shall take effect immediately.

(SGD.) G.S. LICAROS
Governor

000

MEMORANDUM TO ALL BANKS AND NON-BANK
FINANCIAL INTERMEDIARjJi\S / ~?-/

January 27, 1978 / \ e-iY
It has come to the attention ofltbe Inter-Agency Committee

on Domestic Borrowings of Foreign -rinns that some banks have
been extending credit accommodations to foreign firms without
indicating/reflecting said transactions at the back of the certification
per conditions 1 and 2 of the certification.
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In this connection, it is reiterated that the issuance of only one
certification is designed to give notice to lending institutions in
extending credit accommodations to foreign firms of a firm's
maximum allowable level, but at the same time give the firms
flexibility in choosing their credit sources.

Since control over the firms' limit of borrowings can only be
achieved upon compliance with said condition, you are hereby
enjoined to strictly comply with the conditions and requirements
indicated in the certification.

(SGD.) JAIME C. LAYA
Deputy Governor

and
Co-Chairman

000

TO

The Monetary Board, in its Resolution No. 1197 dated July
21, 1978, approved the following interpretations in connection with
Republic Act No. 5980, as amended:

1.. The assignment to a financing company performing
quasi-banking functions (FC-QBF) of a post-dated check by an
assignor who is also the drawer and payee thereof is not a dis
counting receivables within the contemplation of Republic Act
No. 5980, as amended. Therefore,rihe transaction is a direct loan
by the FC-QBF to the drawer/payee/assignor and shall be governed
by the interest rate ceilings as prescribed by the Usury Law, as
amended'.'

2. Where several post-dated checks of varying maturity
dates issued by the drawers in favor of the assignor are assigned
under one deed of assignment to a financing company performing
quasi-banking functions, the maturity date of each post-dated check
shall be considered in determining the purchase discount provided
for in Republic Act No. 5980, as amended.

Please be guided accordingly.

(SGD.) G.S. LICAROS
Governor
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MEMORANDUM TO ALL NON-BANK FINANCIAL
INTERMEDIARIES PERFORMING QUASI-BANKING

FUNCTIONS
July 31, 1978 ,P;) --;:;. ,y /

'/3~ \,
The Monetary Board, in ita Resolution No. 1197 dated July

21, 1978, approved the following clarification in connection with
the sale or assignment' with recourse of receivables by non-bank
financial intermediaries with quasi·banking functions:

~ sale or assignment with recourse of receivables by a non-bank
financial intermediary performing qUasi-bank~functions constitutes
a deposit substitute transaction.Iaccordingly ,t!t should be document
ed as a Certificate of Assignment with Recourse and is subject to per
tinent regulations governing quasi-banking functions] The liability
should be booked under the account "Bills Payable/Deposit Substi
tutes."

Please be guided accordingly.

(SGD.) G.S. LICAROS
Governor

000

I:::;J~/

MEMORANDUM TO ALL BANKS AND NON-BAN~~,»

FINANCIAL INTERMEDIARIES ENGAGED IN ( ;;,.<:F
QUASI-BANKING FUNCTIONS ..

August 21, 1978 (\

In its Resolution No. 1341 dated August 11, 1978,1 the
Monetary Board' clarified that treasury bills may form part of eligmle
.reserves against deposit substitute liabilities of banks and non-bank
financial intermediaries engaged in quasi-banking functions and that
the rates of interest stated in the auction/awud letter of the Central
Bank shall be considered substantial compliance with the condition
under Section 4 of Circular No. 552 and Section 3 of Circular
No. 553)

FOR THE MONETARY BOARD:

(SOD.) 0.8. LICAR08
Governor
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MEMORANDUM TO ALL BANKS AND NON-BANK
FINANCIAL INTERMEDIARIES WITH QUASI-BANKING

FUNCTIONS ,-z,:tC-
September 5, 1978 /\ C;,t~ I,

In connection with CB Circular No. 492 dated 2 -January
1976 and Circulars No. 584-589 dated 24 December 1977, we are
transmitting herewith for your guidance a set of clarificatory answers
to various queries on the interpretation of the Circulars.

Attachment:

(SGD.) G.S. LICAROS
Governor

SUMM AR Y OF QUESTIONS AND ANSWERS

Circular 492

Q-1

Ans.

Circular 584

Q-2

Ans.

CB Circular No. 492, provides, among others, that
interest on time deposits may be paid in advance but
not to exceed the interest allowed for one year.
However, there are several banks which pay a straight
rate of 10% on a 360-day time deposit even if in
terest is paid in advance. The effective rate, in this
case, would be more than the rate of 10% as set by
the Central Bank. Is this in consonance with the
intent of Circular No. 492?

Yes, the rates of interest prescribed in CB Circular
No. 492 dated 2 January 1976 are nominal rates
and not effective rates.

If a time deposit with a commercial bank is originally
for 736 days at 14% p.a. and is pre-terminated on the
731st day, will the lite still be subject to a reduction
of 10% p.a. notwithstanding the fact that in CB
Circular No. 585, there is no interest ceiling for time
deposits exceeding 730 days?

The time deposit preterminated on the 731st day
shall still be subject to the reduced interest rates
prescribed in Circular No. 584. While it is true that
there is no interest ceiling for time deposits exceeding
730 days, the rate agreed upon by the parties con
cerned (in this example, 14% p.a.) shall constitute
the fixed rate for such time deposit. Thus, preter
mination of the time deposit on the 731st day, would
subject the same to the reduced rates appropriate
for the period.
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Circular 685

Q-3

An,.

Q-4

Ans.

Q-5

Under item 2.3, the yield rate of a deposit substitute
withdrawn before maturity shall be reduced by not
more than 3% for deposit substitutes with maturities
of 730 days or 1eIB. Can financial intermediaries
with quasi-banking functions elect not to impose
the 3% reduction?

Yes.

Under item 2.3, if a deposit substitute with maturity
of 730 days or less is preterminated 15 days from
placement date, the yield rate may be reduced only
by a maximum of 3%, whereas if a deposit substitute
with maturity of over 730 days is preterminated 15
days from placement date, the yield rate shall be
4-1/2% p.a. Will this not tend to discourage
long-term placements since pretermination of depo
sit substitutes with maturities of over 730 days will
subject the placer to a lower yield than one whose
placement has a maturity of 730 days or less?

No, as the 4·1/2% yield/rate indicated in the schedule
is not a ceiling but a floor or minimum. In other
words, financial intermediaries performing quasi
banking functions may pay a higher yield/rate than
the 4-1/2% indicated therein.

a) Under item 3, is pretermination for time de
posits and deposit substitutes a matter of right
on the part of the depositor and/or placer?

b) If it is a depositor's/placer's right, what then is
the liability of a bank that refuses prepayment
of time deposits and deposit substitutes con
sidering that the Central Bank gives the Bank
the discretion to prepay or not?

c) Can an entity ask for reimbursement of the 35%
transaction tax on money market placements
from a placer who preterminates? l

Ana. (a & b) - Pretermination is not a matter of right
on the part of the depositor and/or placer since it
requires the mutual consent of both parties i.e., in
the absence of a stipulation to the contrary a bank
may refuse prepayment of time deposits/deposit
substitutes by invoking the maturity date fixed in the
certificate of time deposit and/or deposit substitute
instrument,
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Q-6

(c) - Not as a matter of right.

Is partial pretennination of a time deposit or deposit
substitute allowed?

If so, is there a need to issue a new certificate/instru
ment for the remaining balance?

May the same terms and conditions on the original
certificate/instrument be agreed upon by the parties
for the remaining balance?

Ans. Yes, for certificates of deposits, partial pretermi
nation is allowed. For deposit substitutes, partial
pretermination is also allowed provided that the
remaining balance meets the minimum trading
lot requirement.

There is no need to issue a new certificate/instrument
for the remaining balance. An annotation at the
back of the certificate/instrument of the amount
pretenninated and the unpaid portion and the sig
nature of authorized signatory will be sufficient.

Yes, the same tenns and conditions on the original
certificate/instrument may be agreed upon by the
parties.

Circular 586

Q-7

Ans.

Q--8

Ans.

Q-g

Under item 4, is payment of interest in advance
allowed?

Yes, the payment of interest in advance for a period
not exceeding one year is still allowed provided such
payment of interest does not exceed the maximum
effective interest prescribed in Circulars No. 585
and 586. Effective rate is defined in Circular
No. 586.

Under item 4, can charges be collected in advance?

Yes, provided the charges are within the prescribed
ceilings under Circular No. 504 and not exceeding
one year.

There appears to be a conflict between the provisions
of the Usury Law and CB Circular No. 586 in cases
of prepayment of the loan by the debtor, who has
paid interest for one year in advance. How should
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the provisrons of Section 6 of the Usury Law, as
amended, be intelPreted therefore in the light of
item 4 of CB Cire~ar No. 686 on effective rates of
interest on loans that can be charged or received
by all banks and non-bank financial intermediaries
authorized to enpge in quasi-banking functions?

Ans. There is no contlict between Section 6 of the Usury
Law, as amended, and item 4 of CB Circular No.
586. Section 6 of the Usury Law specifically
exempts creditors from the obligation to return the
interests, commissions and premiums collected in
advance if the debtor prepays his obligation, provided
said interests, commissions and premiums correspond
only to a period of one year and do not exceed the
maximum rates fixed by said law. On the other hand,
the effective rate of interest contemplated under
item 4 of said Circular is computed on an annual
basis with the loan assumed to run for the entire
period stipulated by the parties thereto. If there
is no agreement on the rebate of interest in the event
of prepayment of the loan, then the creditor is not
under any legal obligation to return the interest
corresponding to the period from date of prepayment
to the stipulated maturity date of the loan. Any
prepayment made by the debtor should not therefore
affect the computation of the effective rate sti
pulated in the loan contract.

Q -10 May trust funds placed under a Fiduciary account of
Investment Advisory account be used by the Trust
Department to purchase receivables? If so, what
rate shall we apply?

Ans. Yes, funds of trustor may be used to purchase re
ceivables. Being bank funds, the rate prescribed
under CB Circular No. 586 shall apply.

Q -11 May banks impose a penalty for prepayment of
loans? If so, will such penalty be included in the
computation of effective rate?

Ans.The borrower cannot be prohibited from prepaying
a bank loan in view of the provisions of Sec. 80 of
R.A. No. 337, as amended. A stipulation requiring
consent of the lending bank to such prepayment
would be contrary to saki provision of R.A. No. 337,
as amended. In the absence of any stipulation as
to penalty in case of prepayment in the loan
contract, such prepayment cannot be subject to

[465]



penalty. However, the parties may stipulate that
prepayment shall be subject to penalty provided
that the penalty is not excessive or unconscionable.

Q - 12 What rate should we apply on interbank loan trans
actions with maturity of less than 730 days ._" the
16% all-inclusive of effective rate as prescribed under
paragraph 1 of CB Circular No. 586 or the rates of
12% and 14% per annum exclusive of charges men
tioned under paragraph 4 of the same circular which
were fonnerly used for interbank call loans?

Ans. Since the objective of both Circulars No. 585 and
586 is to stabilize and effect a reduction in interest
rates, then the lower rate ceiling prescribed for the
borrower under Cicular No. 586 shall be applied.

Circular 587

Q - 13 In order that past due advances (to DOSRI) on export
may be excluded in detennining the 5% required ratio
of past due DOSRI loans to the bank's aggregate
past due loans, the effective rate of interest charged
on loans for financing export shall not exceed 9%.
What portion of the loan should be charged 9%'1
Is it the whole amount of loan granted or only that
portion corresponding to the loan value given by
CB's rediscount window?

Ans. As mentioned in CB Circular No. 610 dated 19 May
1978, the 9% effective interest to be charged on loans
for financing exports should be based on the entire
amount of the loan granted and not only on the
portion corresponding to the loan value given by
the Central Bank rediscount window.

Q -- 14 In detennining the 5% ratio of past due direct and
indirect loans to directors, officers and stockholders,
it is to be noted that parties covered under Circular
No. 306 before its amendment pertain to directors,
officers and stockholders; whereas under Circular
No. 587, coverage is expanded to include related
interest.

However, in its acceptance of papers covering
loans to directors, officers and stockholders for re
discounting purposes, the related interests are not
included. Is the exclusion deliberate? If so, please
state the reason for the exclusion.
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In the deteDDination of the 5% ratio, pleue
state also reasons for inclusion of "related interest."

Ana. The coverage of CB Circular No. 587 has not been
expanded by the inclusion of related interest in
the detennination of the ratio of banks' past due
loans to directors, officen and stockholden. Loans
to related inteftlsts as contemplated in said Circular
refer similarly to indirect loans to directon/officen/
stockholders which ale enumerated under Sec. 4,
Part 10f CB Circular 357, as amended.

Therefore, for purposes of detennining the put
due ratio of banks' direct and indirect loans to
directon/officen/stockholden as well as for redis
counting purposes with the Central Bank, the tenn
loans to "related interests" are construed to mean
indirect loans to dh'ectora/officen/stockholden.

Q -15 In determining the 5% ratio, matured or past due
advances on exports shall be excluded provided that
such advances are past due loans for not more then
thirty (30) days and the effective rate of intelelt
to be charged by banks on their loans for financing
exports shall not exceed nine per cent (9%) per
annum. Will a bank certification to that effect to
satisfy the requirement on interest rate be acceptable
to show compliance; or will the examiner be re
quired to verify each of the advances by computation
as to the effective rate of intelelt?

Ans. A bank certification as to the 9% effective rate of
interest on exports shall be sufficient and therefore
the certifying bank shall be held liable for the certi
fication 80 islued. Central Bank ex~miners shall
review these transactions during regular/periodic
bank examination.

Circular 588

Q -16 What is the rationale for giving banks 3% interest
on their demand depolits with the Central Bank?
Also please explain why or how the 3% rate was
arrived at.

Ana. The 3% interest rate on bank deposits with the
Central Bank wu intended to provide a compen
satory factor to the blinks in the light of the new
effective intelelt rate cellinp. The 3% interest
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corresponds to the rate which the bank earns on the
bulk of its reserve assets.

Q-17 In the case of a certain commercial bank, there are
substantial float items between the bank's demand
deposit balances with the Central Bank per CB
books as against its balances per its own books.
What would be the basis for computing the 3%
interest rate -- is it the average daily balance per the
bank's books or the average daily balance per Central
Bank books?

Ans. The basis shall be the Central Bank hooks.

Q ~ 18 The reserves maintained by banks with the Central
Bank are neither savings nor time deposits. Since
Circular No. 588 authorizes the payment of the
Central Bank of a 3% interest on these reserves, will
the 3% interest be subject to the 15% withholding
tax on interest?

Ans. No, the 3% interest income on deposits of banks
with the Central Bank is not. subject to the 15%
withholding tax.

000

MEMORANDUM TO ALL BANKS AND ALL NON·BANK
FINANCIAL INTERMEDIARIES PERFORMING

QUASI-BANKING FUNCTIONS .. '1 ~
December 29,1978 I Ii

The Monetary Board in it. Resolu~l No. 200::ated 1
December 1978, clarified that, in1!Re computation of interest on
deposits as specified in Circular No. 492, as amended, and on loans/
deposit substitutes/other credit accommodations as mentioned in
Circulars No. 585 and 586 dated 24 December 197'i~ the number of
days comprising a year shall be based on the following;

a) For time deposits/deposit substitutes and loans/other
credit accommodations;

- when the term is one (1) year. or more, a year shall
mean 365 days; and

~ when the tenn is less than one (1) year, the interest/
yield shall be computed on the basis of 360 days in a
year; and
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b) For savings deposits, where interests are computed daily /
monthly/quarterly, the basis shall be 360 days.

The attached illustrative examples/formulas shall benne basis
for the computation of proceeds/discount rates on loans at effective
rates of 12 and 14 per cent per annum:)

This Memorandum shall take effect on 1 January 1979.

(SGD.) G. S. LICAROS
Governor

(Attachments)

COMPUTATION OF PROCEEDS/DISCOUNT RATES OF A LOAN
FOR DIFFERENT PERIODS AT THE EFFECTIVE RATES OF

12 AND 14 PER CENT
BASIS: 365-day Year

A. FORMU LA (For the computation of proceeds of a loan) :

P == L

1 + (i) ~
365

Where P - Proceeds of the loan
L - Face Value of the loan
i-Effective rate of interest
n - Term in days

B. FORMULA (For the computation of d, discount rate):

d ==
- x 100

EXAMPLE I - A loan of P1,OOO discounted at an effective
rate of interest of 12% per annum.

A. Proceeds B. Discount Rate

fl,OOO

n ~ 366 days P ~ 1 + (.12)366

366

f'1,OOO
n ~ 360 days P - 1 + (.12) 360

366

~ -1'892.86

~ 1'894.17
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1"1,000 - 1'892.8li
d ~ 365 x 100 ~ 10.714%

1'1,000 (365)

1"1,000 - 1'894.17
d ~ -- - x 100 ~ 10.730%

~I,OOO ( i!!!Q)
365



n ~ 270 days P -
't'1,OOO

- 1'918.47
d _ P1,OOO- 1'918.47

(~)
x 100 ~ 11.022%

1 .. (.12) 270 1"1,000

365 365

1'1.,000 d ~ !"1.000 -,. '1'926.87 xn - 240 daysP ~ - 1'926.87 100 - 11.122%
1 .. (.12) 240 1'1.,000 (240)

366 365

n,ooo 'Pl,OOO. -1"935.42
n ~ 210 days P - i .. (.12) - 1'935.42 d - - -- x 100 ~ 11.225%

210
1'1,000 210- (366)365

1'1,000 d _ 1'1,000- 1"944.13 xn - 180 days P - -1'944.13 100 ~ 11.329%
1 .. (.12) 180 1'1,000 180

366
(365)

fl,Ooo d _ ",000- 1'953.00 x
n - 150 days P - 1+ (.12) 160 - "P953.00 100 - 11.437%

160- t"l,OOO (365)365

"1'1,000
- 1'962.05 d _ 1'1,000--=-~,1'962.1.l~,x 100 ~ 11.543%n - 120 days P - 1 .. (.12) 120 1'1,000 ( 120)

365 365

1"1,000
d ~ 1'1,000 - -"'2l.o26 xn - 90 day8 P - 1 .. (.12) 90

- i'971.26 100 - 11.655%
-f"1,OOO (90)

365 365

EXAMPLE II - A loan of 'Pl,OOO discounted at an effective
rate of interest of 14% per annum.

A. Proceeda B. Discount Rate

n - 360 days P-

n ~ 270 days P ~

1'l,OOO _ 1'877.19
1 .. (.14)360

360

1'1,000
270 - 'f'904.98

1" (.14)_
360

d _ 1'1,000.,- 1"877.19

360
1"1,000 ( 360 )

d _ i"l,OOO - i"904.98

T'I,OOO (270)
360

x 100 = 12.281%

x 100 - 12.669%

i'-I,OOO
n - 240 days P - ~ 1'914.64

1 .. (.14) 240
360

d = 1'1,000 - 1"914.64 x 100 ~ 12.804%

1'1,000 ( 240 )
360

n ~ 210 days P -

n - 180 days P =

n - 150 day. P -

-f"l,OOO
- P914.50

1 .. (.14) 210
360

'1'1000
. , 180 = l'934.58

1 .. (.14)_
360

t"l,OOO
150 - 1'944.88

1 .. (.14) 360

d _ 1'1,000 - 'f'924.60

'PI ,000

d _ t"1,OOO - 1"934.58

( 180 )
PI,OOO 360

d ~ 1"1.00ll..- 1"944.88
-PI ,000 (~)

360

x 100 - 12.943%

x 100 = 13.084%

x 100 - 13.229%

t'1,OOO
120 days P - ~ 1'95541

1 .. (.14) 120 .
360

-M,OOO - 1"955.41
d • - 120

Pl.,OOO (360)
x 100 ~ 13.377%
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n=90 day. p=
1'1,000

- 90 = P966.18
1 ... (.14) 360

?l,OOO - 1966.18
d --

fl 000 (---!Q.)
, 360

x 100 = 13.528'11>

CASE I. . If a loan of Pl,OO with a tenn of 360 days is discounted
and it is to be paid in equal quarterly installments, the
proceeds can be computed as follows if the effective rate
is 12%:

p-
250 260 260 250

-1'929.28

Therefore d = 1,000 - 929~! x 100" 7.072'1>
360

l,Ooo(~ )

and P .. 1,000 ( 1 - 7.072 x 360) ,. 'P929.28

100 360

To check the results of the above computations:

Ql

Q2

Q3

Q4

Outstanding Installment Payments to cover
Principal Interest Principal

929.28 27.88 222.12

707.16 21.21 228.79

478.37 14.35 235.65

242.72 7.28 242.72

CASE II. . If the loan is to be paid in equal monthly installments,
the proceeds from the loan are computed as follows if
the effective rate is 12%:

P =
1,000/12

11 + (.12) 12
+ 1,000/12

[1+(.12)i~J2

1,000/12 .. 1'937.92

[l + (.12).l ] 12
12

Thenlfore d = 1,000 - 937.92 :J: 100 = 6.208~

1000(360), 360

aIIo p,. 1,000 (1:.§.3QI x UI1,) ... P937.92
100 380
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COMPUTATION OF PROCEEDS/DISCOUNT RATES OF A LOAN
FOR DIFFERENT PERIODS AT THE EFFECTIVE RATES

OF 12 AND 14 PERCENT
BASIS: 360·day Year

A. FORMULA (For the computation of proceeds of a loan):

p

1 + (

L

Where P - Proceeds of the loan
L - Face Value of the loan
1 - Effective rate of interest
n - Term in days

B. FORMULA (For the computation of d, discount rate):

d x 100

EXAMPLE I -- A loan of 'P'1,000 discounted at an effective
rate of interest of 12% per annum.

A. Proceeds

1'"\,000
n = 360 days 1', 1 + (.12) 360 = 1'892.86

360

B. Discount Rate

d - 1'1,000 - P89V!6_ x 100 = 10.714%
-PI 00l) ( 360 ) ..

, %0

t'l,OOO - 1'917.43
n = 270 day. P =

Pl,OOO

I + (_12) 270
360

f917.43 cI

1'1,000 (.?70)
360

x 100 = 11.009%

n = 240 day. P =
1"I,OOO

1 + (.12) 240
360

'P925.93
P'j ,000· f925.93

d =
1'1,000 ~o

360)

x 100 = \1.110%

Pl. ,000
n = 210 days P = •.- = f934.58

1 + (.12) ~
360

1"1,000 - 1"934.58
d = -210 x 100 = 11.215%

1'1,000 Lj-60 )

-'PI,OOO
n = 180 days P = 1+ (.12)(180)

360

f943.40 d = 1'1,000 - 1"943.40. x 100 = 11.320%
(180

1"1,000 360)

1"1,000
n = 150 days P = 'P952.38

I + (.12) 150
360

1"1,000 - 1"952.38
d = x 100 = 11.429%

1'-1,000 (150)
360

n = 120 days P =
'P1,000

120= -1'961.54
1 + (.12)

360

d = 1'1.000 - 'f'!i61,54

( .~20 )
i'l,OOO 360

x 100 = 1l.538%
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n '" 90 days P '"
1"1,000

1 + (.12) 90
%0

1"970.87
Pl,OOO - 'P970.87

d '"
?'l,OOO (. 90)

360

x 100 '" 11.652%

EXAMPLE -

A. Proceed.

A loan of PI ,000 discounted at an effective
rate of interest of 14% per annum.

B. Discount Rat"

n '" 365 days P '"
1"-1,000

1 + (.14) 365 '" "1'877.19

365

PI ,000 
d =

T1,OOO

Pll77_19

(365 )
365

x 100 '" 12.281%

n '" 360 days P '"

n '" 270 days P '"

"'1,000
360 '" "S78.67

1 + (.14) ~.
365

1'1,000

1 + (.14) 270 '" "'906.16

IT6

1'1,000 - P878.67
d- -

PI,OOO ( 360.)
365

Tl,OOO - P906.16
d "'-

1'1,000 (~)
365

x 100 '" 12.302%

x 100 - 12.686%

'P1,OOO
n '" 240 days P '" --·----2- - P915.71

I +(.14)~
365

'Pl,OOO- 1"915.71
d " " 100 - 12.819%

1'1 000 (240)
, 365

n '" 210 days P ..
"'1,000

'" 1"925.45
1 + (.14) 210

365

1'1,000... 1'925.46
d -

1'1,000 (210)
365

x 100 '" 12.956%

1'11,000
n .. 180 days P '" - 180 '" P935.42

1 + (.14) _
365

?1,000 - f'935.42
d '" _.... x 100 '" 13.095%

1'1 000 (180)
, 365

n '" 150 days P '"
1"1,000

150 '" 1"945.60
I + (.14) .

365

'Pl,OOO- f'945.60
d '"

"1,000 (150)
365

x lao '" 13.237%

Pl,OOO
n '" 120 days P '" ~ --- '" 1"956.00

I + (.14) E~_
365

1'1,000
n = 90 days P '" - - -- '" P966.63

1 + (.14)~

365

1'-1,000 - 1'956.00
d '" 120 x 100 '" 13.383%

f'1,000 (365)

P1,OOO- 1'966.63
d '" 1'1000 (90) x 100 '" 13.533%, m

CASE 1. - If a loan of PI,OO with a tenn of 360 days is discounted
and it is to be paid in equal quarterly installments, the
proceeds can be computed as follows if the effective rate
is 14%:

250 + 250 + 250 + 250 f'918.27p=

1 + (.14)L [l + (.14) 1]2 [ 1 • (.14L~] 3 [1 + (.1~J4
4 . 4"

TheJefore d - 1,000·918.27 x 100 = 8.173ll,
3601,000 (360)
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and P ~ 1,000 ( 1·8.173 x 360) = P918.27
100 360

To check the results of the above computations:

Q1

Q2

Q3

Q4

Outstanding Installmen t Payments to cover
Principal Interest Principal

918.27 32.14 217.86

700.41 24.51 225.49

474.92 16.62 233.38

241.54 8.46 241.54

CASE II. - If the loan is to be paid in equal monthly installments,
the proceeds from the loan are computed as follows if
the effective rate is 14%:

1,000/12 + 1,000/12
p=

1 + (.14)!. L1 + (.14)~J2
12 12

+. 1,000/12 '0 P928.17

[1 + (.14)~ J 12
12

also P ~ 1.000 (1 ·7.183 x 360 ) ~ P928.17

100 360
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TABLE OF INTEREST ONPI.00 BASED ON A 360-DAY PERIOD

DISCOUNT RATES AT AN EFFECTIVE RATE OF INTEREST OF 12% PER ANNUM

No. of (360 Days) (270 Days) (240 Days) (210 Days) (180 Days) (150 Days) (120 Days) (90 Days)
Days 10.714% 11.009% 11.110% 11.215% 11.320% 11.429% 11.538% 11.652%

1 .0002976 .0003058 .0003086 .0003115 .0003144 .0003174 .0003205 .0003236
2 .0005952 .0006116 .0006172 .0006230 .0006288 .0006349 .0006404 .0006473
3 .0008928 .0009174 .0009258 .0009345 .0009433 .0009524 .0009615 .0009710
4 .0011904 .0012232 .0012344 .0012461 .0012577 .0012698 .0012820 .0012946
5 .0014880 .0015290 .0015430 .0015576 .0015722 .0015873 .0016025 .0016183

,....., 6 .0017856 .0018348 .0018516 .0018691 .0018866 .0019048 .0019230 .0019420
~
.....:I 7 .0020832 .0021406 .0021602 .0021806 .0022011 .0022223 .0022435 .0022656VI......

8 .0023808 .0024464 .0024688 .0024922 .0025155 .0025397 .0025640 .0025893
9 .0026785 .0027522 .0027775 .0028037 .0028300 .0028572 .0028845 .0029130

10 .0029761 .0030580 .0030861 .0031152 .0031444 .0031747 .0032050 .0032366
20 .0059522 .0061161 .0061722 .0062305 .0062888 .0063494 .0064100 .0064733
30 .0089283 .0091741 .0092583 .0093458 .0094333 .0095241 .0096150 .0097100
40 .0119044 .0122322 .0123444 .0124611 .0125777 .0126988 .0128200 .0129466
50 .0148805 .0152902 .0154305 .0155763 .0157222 .0158736 .0160250 .0161833
60 .0178566 .0183483 .0185166 .0186916 .0188666 .0190483 .0192300 .0194200
70 .0208327 .0214063 .0216027 .0218069 .0220111 .0222230 .0224350 .0226566
80 .0238088 .0244644 .0246888 .0249222 .0251555 .0253977 .0256400 .0258933
90 .0267850 .0275255 .0277750 .0280375 .0283000 .0285725 .0288450 .0291300

100 .0297611 .0305805 .0308611 .0311527 .0314444 .0317472 .0320500 .0323666
120 .0357133 .0366966 .0370333 .0373833 .0377333 .0380966 .0384600 .0388400



150 .0446416 .0458708 .0462916 .0467291 .0471666 .0476208 .0480750 .0485500
180 .0535700 .0550450 .0555500 .0560750 .0566000 .0571450 .0576900 .0582600
210 .0624983 .0642191 .0648083 .0654208 .0660333 .0666691 .0673050 .0679700
240 .0714266 .0733933 .0740666 .0747666 .0754666 .0761933 .0769200 .0776800
270 .0803550 .0825675 .0833250 .0841125 .0849000 .0857175 .0865350 .0873900
300 .0892833 .0917416 .0925833 .0934583 .0943333 .0952416 .0961500 .0971000
360 .1071400 .1100900 .1111000 .1121500 .1132000 .1142900 .1153800 .1165200

TABLE OF INTEREST ONfi.OO BASED ON A 360-DAY PERIOD

DISCOUNT RATES AT AN EFFECTIVE RATE OF INTEREST OF 14% PER ANNUM
r-"l
~

No. of (360 Days) (270 Days) (240 Days) (210 Days) (180 Days) (150 Days) (120 Days) (90 Days)....:I
0\
~ Days 12.281% 12.669% 12.804% 12.943% 13.084% 13.229% 13.377% 13.528%

1 .0003411 .0003519 .0003556 .0003595 .0003634 .0003674 .0003715 .0003757
2 .0006822 .0007038 .0007113 .0007190 .0007268 .0007349 .0007431 .0007515
3 .0010234 .001055 .0010670 .0010785 .0010903 .0011024 0011147 .0011273
4 .0013645 .0014076 .0014226 .0014381 .0014537 .0014698 .0014863 .0015031
5 .0017056 .0017595 .0017783 .0017976 .0018172 .0018373 .0018579 .0018788
6 .0020468 .0021115 .0021340 .0021571 .0021806 .0022048 .0022295 .0022546
7 .0023879 .0024634 .0024896 .0025166 .0025441 .0025723 .0026010 .0026304
8 .0027291 .0028153 .0028453 .0028762 .0029075 .0029397 0029726 .0030062
9 .0030702 .0031672 .0032010 .0032357 .0032710 .0033072 .0033442 .0033820

10 .0034113 .0035191 .0035566 .0035952 .0036344 .0036747 .0037158 .0037577
20 .0068227 .0070383 .0071133 .0071905 .0072688 .0073494 .0074316 .0075155



30 .0102341 .0105575 .0106700 .0107858 .0109033 .0110241 .0111475 .0112733
40 .0136455 .0140766 .0142266 .0143811 .0145377 .0146988 .0148633 .0150311
50 .0170569 .0175958 .0177833 .0179763 .0181722 .0183736 .0185791 .0187888
60 .0204683 .0211150 .0213400 .0215716 .0218066 .0220483 .0222950 .0225466
70 .0238797 .0246341 .0248966 .0251669 .0254411 .0257230 .0260108 .0263044
80 .0272911 .0281533 .0284533 .0287622 .0290755 .0293977 .0297266 .0300622
90 .0307025 .0316725 .0320100 .0323575 .0327100 .0330725 .0334425 .0338200

100 .0341138 .0351916 .0355666 .0359527 .0363444 .0367472 .0371583 .0375777
120 .0409366 .0422230 .0426800 .0431433 .0436133 .0440966 .0445900 .0450933
150 .0511708 .0527875 .0533500 .0539291 .0545166 .0551208 .0557375 .0563666
180 .0614050 .0633450 .0640200 .0647150 .0654200 .0661450 .0668850 .0676400
210 .0716391 .0739025 .0746900 .0755008 .0763233 .0771691 .0780325 .0789133

,..., 240 .0818733 .0844600 .0853600 .0862866 .0872266 .0881933 .0891800 .0901866
,J>. 270 .0921075 .0950175 .0960300 .0970725 .0981300 .0992175 .1003276 .1014600:j...... 300 .1023416 .1055750 .1067000 .1078583 .1090333 .1102416 .1114750 .1127333

360 .1228100 .1266900 .1280400 .1294300 .1308400 .1322900 .1337700 .1362800

TABLE OF INTEREST ON 'Pi.00 BASED ON A 365- DAY YEAR

DISCOUNT RATES AT AN EFFECTIVE RATE OF INTEREST OF 12% PER ANNUM

No. of (365 Days) (360 Days) (270 Days) (240 Days) (210 Days) (180 Days) (150 Days) (120 Days) (90 Days)
Days 10.714% 10.730% 11.022% 11.122% 11.225% 11.329% 11.437% 11.543% 11.656%

1 .0002935 .0002939 .0003019 .0003047 .0003075 .0003103 .0003133 .0003162 .0003193
2 .0005870 .0005879 .0006039 .0006094 .0006150 .0006207 .0006266 .0006324 .0006386
3 .0008806 .0008819 .0009059 .0009141 .0009226 .0009311 .0009400 .0009487 .0009580



4 .0011741 0011758 .0012078 .0012188 .0012301 .0012415 .0012533 .0012649 .0012773
5 .0014676 .0014698 .0015098 .0015235 .0015376 .0015519 .0015667 .0015812 .0015967
6 .0017612 .0017638 .0018118 .0018282 .0018452 .0018623 .0018800 .0018974 .0019160
7 0020547 .0020578 .0021138 .0021329 .0021527 .0021726 .0021933 .0022137 .0022353
8 0023482 .0023517 .0024157 .0024376 .0024602 .0024830 .0025067 .0025299 .0025547
9 .0026418 .0026457 .0027177 .0027424 0027678 .0027934 0028200 .0028462 .0028740

10 .0029353 .0029397 .0030197 .0030471 .0030753 .0031038 .0031334 .0031624 .0031934
20 .0058706 .0058794 .0060394 .0060942 .0061506 .0062076 .0062668 .0063249 .0063868
30 .0088060 .0088191 .0090591 .0091413 .0092260 .0093115 .0094002 .0094873 .0095802
40 .0117413 .0117589 .0120789 .0121884 .0123013 .0124153 .0125336 .0126498 .0127736
50 .0146767 .0146986 .0150986 .0152356 .0153767 .0155191 .0156671 .0158123 .0159671
60 .0176120 .0176383 .0181183 .0182827 .0184520 .0186230 .0188005 .0189747 .0191605

....... 70 .0205473 .0205780 .0211380 .0213298 .0215273 .0217268 .0219339 .0221372 .0223539
~ 80 .0234827 .0235178 .0241578 .0243769 .0246027 .0248306 .0250673 .0252997 .0255473-...J
00 90 .0264180 .0264575 .0271775 .0274241 .0276780 .0279345 .0282008 .0284621 .0287408.......

100 .0293534 .0293972 .0301972 .0304712 .0307534 .0310383 .0313342 .0316246 .0319342
120 .0352241 .0352767 .0362367 .0365654 .0369041 .0372460 .0376010 .0379495 .0383210
150 .0440301 .0440958 .0452958 .0457068 .0461301 .0465575 .0470013 .0474369 .0479013
180 .0528361 .0529150 .0543550 .0548482 .0553561 .0558690 .0564016 .0569243 .0574816
210 .0616421 .0617342 .0634142 .0639895 .0645821 .0651805 .0658019 .0664117 .0670619
240 .0704482 .0705534 .0724734 .0731309 .0738082 .0744920 .0752021 .0758991 .0766421
270 .0792542 .0793726 .0815326 .0822723 .0830342 0838035 .0846024 .0853865 .0862224
300 .0880602 .0881917 .0905917 .0914136 .0922602 .0931150 .0940027 .0948739 .0958027
360 .1056723 .1058301 .1087101 .0096964 .1107123 .1117380 .1128032 .1138487 .1149632
365 .1071400 .1073000 .1102200 .1112200 .1122500 .1132900 .1143700 .1154300 .1165600



TABLE OF INTEREST ONP1.00 BASED ON A 365-DAY YEAR

DISCOUNT RATES AT AN EFFECTIVE RATE OF INTEREST OF 14% PER ANNUM

No. of (365 Days) (360 Days) (270 Days) (240 Days) (210 Days) (180 Days) (150 Days) (120 Days) (90 Days)
Days 12281% 12.302% 12.686% 12.819% 12.956% 13.095% 13.237% 13.383% 13.533%

1 .0003364 .0003370 .0003475 .0003512 .0003549 .0003587 .0003626 .0003666 .0003707
2 .0006729 .0006740 .0006951 .0007024 .0007099 .0007175 .0007253 .0007333 .0007415
3 .0010093 .0010111 .0010426 .0010536 .0010648 .0010763 .0010879 0010999 .0011123
4 .0013458 .0013481 .0013902 .0014048 .0014198 .0014350 .0014506 .0014666 .0014830
5 .0016823 .0016852 .0017378 .0017560 .0017747 .0017938 .0018132 .0018332 .0018538

,....., 6 .0020187 .0020222 .0020853 .0021072 .0021297 .0021526 .0021759 .0021999 .0022246
~ 7 .0023552 .0023592 .0024329 .0024584 .0024847 .0025113 .0025386 .0025666 .0025953-...l
\0 8 .0026917 .0026963 .0027804 .0028096 .0028396 .0028701 .0029012 .0029332 .0029661......

9 .0030281 .0030333 .0031280 .0031608 .0031946 .0032289 .0032639 .0032999 .0033369
10 .0033646 .0033704 .0034756 .0035120 .0035495 .0035876 .0036265 .0036665 .0037076
20 .0067293 .0067408 .0069512 .0070241 .0070991 .0071753 .0072531 .0073331 .0074153
30 .0100939 .0101112 .0104268 .0105361 .0106487 .0107630 .0108797 .0109997 .0111230
40 .0134586 .0134816 .0139024 .0140482 .0141983 .0143506 .0145063 .0146663 .0148306
50 .0168232 .0168520 .0173780 .0175602 .0177479 .0179383 .0181328 .0183328 .0185383
60 .0201879 .0202224 .0208536 .0210723 .0212975 .0215260 .0217594 .0219994 .0222460
70 .0235526 .0235928 .0243293 .0245843 .0248471 .0251136 .0253860 .0256660 .0259536
80 .0269172 .0269632 .0278049 .0280964 .0283967 .0287013 .0290126 .0293326 .0296613
90 .0302819 .0303336 .0312805 .0316084 .0319463 .0322890 .0326391 .0329991 .0333690

100 .0336465 .0337041 .0347561 .0351205 .0354958 .0358767 .0362657 .0366657 .0370767
120 .0403758 .0404449 .0417073 .0421446 .0425950 .0430520 .0435189 .0439989 .0444920



150 .0504698 .0505561 .0521342 .0526808 .0532438 .0538150 .0543986 .0549986 .0556150
180 .0605638 .0606673 .0625610 .0632169 .0638926 .0645780 .0652783 .0659983 .0667380
210 .0706578 .0707786 .0729879 .0737531 .0745413 .0753410 .0761580 .0769980 .0778610
240 .0807517 .0808898 .0834147 .0842893 .0851901 .0861041 .0870378 .0879978 .0889841
270 .0908457 .0910010 .0938416 .0948254 .0958389 .0968671 .0979175 .0989975 .1001071
300 .1009397 .1011123 .1042684 .0153616 .1064876 .1076301 .1087972 .1099972 .1112301
360 .1211276 .1213347 .1251221 .1264339 .1277852 .1291561 .1305567 .1319967 .1334761
365 .1228100 .1230200 .1268600 .1281900 .1295600 .1309500 .1323700 .1338300 .1353300



MEMORANDUM TO ALL COMMERCIAL BANKS, SAVINGS
BANKS, PRIVATE DEVELOPMENT BANKS, STOCK SAVINGS
AND LOAN ASSOCIATIONS AND FINANCING COMPANIES

AND ALL OTHERS CONCERNED .. A
14 August 1978 I?'?- 7--~ \

In connection with Section 2-A of the Anti-Dummy Law, as
amended by Presidential Decree No. 715, providing ~hat foreigners
cannot be officers or employees of commercial banks, savings banks,
private development banks, stock savings and loan associations and
financing companies, except in the case of technical personnel whose
employment may be specifically authorized by the Minister of Jus
tic~ attention is invited to the following:

1. Procedural requirement under the Ministry of Justice
Office Circular dated 28 May 1976 (disseminated to all
banks and non-bank financial institutions under CB No
tices dated 10 August and 5 October 1976), providing that
applications of institutions concerned to employ foreign
technical personnel shall be filed dinlctly with the Ministry
of Justice and that said Ministry shall, in tum, refer such
application to the Central Bank and other appropriate
government office for comment and recommendation.

2. The Minister of Justke is advising all financial institutiona
through the Central Bank, to refrain from commencing
actual employment of foreign technical personnel until
after the requisite authority ia issued.

Please be guided accordingly.

(SOD.) O. S. LICAROS
Govemor

000
/) I 37-~-

MEMORANDUM TO ALL COMMgRbAL BANKS, Q
THE LAND BANK OF THE PHILIPPINES AND THE ~~J

DEVELOPMENT BANK OF THE PHILIPPINES
October 16, 1978

Re: Sub-Loans Ullder Circular 607

PlellS be advised thai since lth. special funds for relendinl
under Circular 607 are considered government funds within the con
text of Circular 481, the peso equivalent of the SUb-loans to banking
institutions shall be reported to the Central Bank under Item I.B.3 of
the Consolidated Report on Govemment Funds Held (CBP 7-16-o8~



000

Please be guided accordingly.

(SGD.) G. S. LICAROS
Governor

//\
MEMORANDUM TO ALL THRIFT BANKS 7"l"1

September 4,1978 I I 4~

The Monetary Board, in its Resolution No. 1413 dated August
25, 1978, approvedlthe amendment of the second paragraphd Section
3 of Memorandum 10 All Thrift Banks dated May 12, 1971j to read
as follows:

'1The location of an authorized savings agency shall be at
least ten (10) meters from an existing or previously approved
but still unopened banking office, except where they are sepa
rated by a street~.r

This Memorandum shall take effect immediately.

(SGD.) G. S. LICAROS
Governor

000

MEMORANDUM TO SAVINGS AND MORTGAGE BANKS /1-\
October 16, 1978 , ")<;<)

Subject: Legal Reserues Deposited with PNB ~f)

In connection with Circular-Letter dated August 4, 1977
which prescribes the transitory form for the Consolidated Report
of Required and Available Reserves Against Deposit Liabilities
(CBP-7-16-01) ana1p'~agraph 2 of Circular-Letter dated March 1,
1978 which detinEts: the procedures for accounting deposits for
legal reserves made by provincial head office or branches/other
b~kin~ offices with P¥B branches/agencies not authorized to
maintain CHIT accounts,\the balance of the "Due from PNB (For
Legal Reserves)" account shall be reported - as part of available
reserves in Item 3.f. (1) of CBP 7-16-01 (Revised May, 1977),
effective immediately.

The sum of the "Due from Central Bank" and the "Due from
PNB (For Legal Reserves)" accounts shall be the basis for computing
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1.

2.

the amount of available reserves in the form of deposits with the
Central Bank.

Please be guided accordingly.

(SGD.) MERCEDES C. PADERES
Special Asaistant to the Governor

000

MEMORANDUM TO AIRLINE AND SHIPPING COMPANIES,
AND TRAVEL AGENCIES , -::>t(

January 4, 1978 (@
Memorandum to Airline and Shipping Companies, and Travel

Agencies dated August 15, 1977 is hereby amended as follows:

II. . Refund of Traffic Documents:

Without prior tsPecific authority of the Central
Bank, Airline aiid Shipping Companies may refund
the unused return.fortion of passenger's ticket issued
in the Philippine~.whetherpaid for in foreign cur
rency or in Philippine peso, MCQ's and XO's where
the passenger has decided ~to extend his/her stay or
to reside pennanently abroad.

All other requests for refund, whether partially or
totally unused, and/or whether or not foreign ex·
change for travel purpose has been purchased from
authorized agent banks, must be referred to the
Central Bank for prior clearance.

All Airline and Shipping Companies shall accom
plish the attached report fonn of all passenger ticket.
refunded, and submit the same to the Foreign Ex·
change Department, Central Bank of the Philippines,
not later than the 25th day from the end of the
calendar quarter concerned.

Accordingly, the report form attached to the August IS, 1977
Memorandum to Airline and Shipping Companies, and Travel
Agencies has been revised (please refer to the attached revised form).

The report for the last calendar quarter of 1977 shall be sub
mitted on or before January 25,1978.

Please be guided accordingly.

(SGD.) CESAR J. LOMOTAN
Depuiy Governor
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