Reference No. 00000000

BANGKO SENTRAL NG PILIPINAS

CIRCULAR NO. __
Series of 2021

OFFICE OF THE GOVERNOR

O©CooO~NOoO U WNPEF

10 Subject: Amendment of Licensing Prudential Criteria on the Grant of
11 Licenses/Authorities and other Pertinent Regulations in view of the
12  Adoption of the Supervisory Assessment Framework (SAFR)

13
14
15 The Monetary Board, in its Resolution No. __ dated
16 2021 approved the: (i) inclusion of permissible

17 activities under Type A, B and C licenses in accordance with Section 111
18 of the Manual of Regulations for Banks (MORB) and Section 111-Q of
19 the Manual of Regulations for Non-Bank Financial Institutions
20 (MORNBFI); and (ii) corresponding amendments to the pertinent
21  provisions of the MORB/MORNBEFI in view of the adoption of Bangko
22  Sentral ng Pilipinas (BSP)'s Supervisory Assessment Framework (SAFr)
23  which replaces the various rating systems currently employed by the
24  BSP, including the CAMELS and ROCA rating systems.

25

26 Section 1. The following sections are revised to read as follows:
27

28  Section 111/111-Q/111-S/111-T/101-N/111-P. LICENSING

29

30 Prudential Criteria. The prudential criteria set forth in this
31 Sectionshall be used in determining the eligibility of applicants to the
32 licenses and/or authorities granted by the Bangko Sentral.
33  Accordingly, the following minimum conditions must be met:

34

35 a. Applicant domestic banks must have a CAMELS SAFr

36 composite rating of at least "3"and-a—"Management —rating-of net
37 tower-than"3"-branches-offoreign-banksmusthave-aROCArating

44 b. Applicants have no major supervisory concerns in governance,
45 risk management systems, and—internal controls and
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compliance system that may warrant escalated
enforcement action/s, and characterize/demonstrate the
following:

(1) Governance xxx

c. Applicants have complied with directives and/or not subject of
specific directives and/or enforcement actions by the Bangko
Sentral

XXX

No application shall be accepted until such time that
enforcement actions are formally lifted by the Bangko Sentral
and/or other relevant regulatory bodies after the applicant
hasve demonstrated to the Bangko Sentral that safety and
soundness concerns are satisfactorily addressed and/or until
such time that the applicants becomes eligible.

BSFIs which do not comply with foregoing minimum
conditions/prudential criteria but with SAFr
composite rating of at least “2”, may still be
considered eligible, on a case to case basis, upon
showing wvalid Justifications and/or verifiable
evidence that the BSFI has the capability to manage
the risks related to the significant activities of
licenses being applied for.

BSFIs under PCA or rehabilitation may still be
considered eligible upon showing valid
justifications and/or verifiable evidence of
significant compliance with the comprehensive PCA
plan (PCAP)/rehabilitation plan approved by the
Bangko Sentral and/or if licenses and/or
authorities applied for are vital to the
implementation of the PCAP/rehabilitation plan.

Applications—of—banks —under—rehabilitation—and,or —enhanced
SEI'.E.EI'.“I'.S'E“ SEaIEHsz.ISI'EI'I.I Iese el'eaIE“f;;EI; IF“! E'EEE'EII.a'q'EZEL with-the

BSFIs granted with licenses/authorities shall continuously
comply with the abovementioned standards and requirements
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even after the license/authority has been granted; otherwise, any
deviation or non-compliance may be a basis for the imposition of
appropriate enforcement actions described in this Section.

Guidelines and Procedures on processing of licensing
applications shall be inserted in Section 111 the MORB, which shall
read as follows.

Guidelines and Procedures. To promote
transparency and facilitate efficient submission and
processing of licensing applications, BSFIs must
conduct self-assessment of its compliance with the
prudential criteria and/or pertinent regulation of a
specific license/authority it intends to apply. The
board of directors shall ensure that the
license/authority being applied for is aligned with
the strategic objectives of the BSFI. Further, the CCO
shall ensure completeness, integrity and accuracy of
all documentary submissions to the Bangko Sentral.

BSFIs applying for a license/authority shall
submit an application letter signed by the president
or officer of equivalent rank which shall include
justifications on how the license/authority is aligned
with the BSFI’'s Dbusiness model and strategic
direction, and authority to debit the demand deposit
account with the Bangko Sentral for the applicable
fees to the license/authority being applied for. In
case the BSFI has no demand deposit account, an “Order
of Payment” shall be prepared to facilitate
settlement.

The BSP may conduct onsite evaluation/ inspection
for the purpose of ascertaining compliance with
relevant laws, rules, regulations and/or directives,
and/or applicant's risk management capabilities, when
warranted. For this purpose, the applicant shall
include in 1its application letter the authorization
in favor of the Bangko Sentral giving its consent to
the conduct of on-site verification of the documents
and/or representations stated in the application filed
in connection with the license or authority applied
for. Further, the BSFI may be required to submit other
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information and/or documents relative to the
license/authority being applied.

Applications with incomplete and inaccurate
documentation shall be returned without prejudice to
re-submission of a complete application and payment
of applicable fees. Withdrawn and denied applications
shall be subject to a cooling-off period of six (6)
months reckoned from the date of denial/withdrawal.

The specific guidelines and procedures on the Bangko Sentral's
licensing framework are shown in Appendix 124/Q-77/S-10/P-5/N-14/T-
5.

Section 2. Section 111 of the MORB shall be amended to
include the following licenses in the list of permissible activities
under Types A, B and C licenses of Bangko Sentral-Supervised
Institutions (BSFls).

Section 111. LICENSING

XXX

Enforcement actions. Xxx

Type of License of Permissible Activities. The type of license

attached to permissible activities of Bangko Sentral supervised
financial institutions (BSFls) shall be as follows:

Type of Permissible Activity Related Sections
License of the MORB
A Operate an FCDU/EFCDU Part IV, Chapter lli
of the FX Manual
Authority of Thrift Banks to|101-B
Issue Foreign Letters of Credit
and Pay/Accept/ Negotiate
Import/Export Drafts/Bills of
Exchange
Conversion Upgrade of Bank | 102
Licenses
Establishment of offices abroad | 105
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Type of

Permissible Activity

Related Sections

License of the MORB
Establishment of Sub-branches | 106
of Foreign Bank Branches
Personal Equity and Retirement | 1121
Account (PERA) Market
Participants and PERA
Investment Products
Creation and Acceptance of 201

Demand Deposit

Acceptance and Servicing of
Negotiable Order of Withdrawal
Accounts

221, 222, 223,
802

Acceptance of Government
Deposits

231, Circular
Letter dated
14 March 2006

Quasi-Banking Activities for
Banks except universal and
commercial banks (UKBs)

241

Joint Venture of Banks with Real
Estate Development Companies
(New Jointly-Controlled Entity)

382

Qualification and accreditation
of private Dbanks acting as
trustee on any mortgage or bond
issuance by any municipality,
government-owned or controlled
corporation, or any body politic

413

Performance of Investment
Management Activities

421

Derivatives Activities

613

a) Type 1 Expanded Dealer
Authority

b) Type 2 Limited Dealer
Authority

c) Type 3 Limited End-User
Authority

d) Type 4 Special Broker
Authority

Advanced Electronic Payment and
Financial Service (EPFS)

701

Issuance and Operations of
Electronic Money

702
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Type of Permissible Activity Related Sections
License of the MORB
B Relocation of Head Offices 105
Advanced Electronic Payment and| 701
Financial Service (EPFS) (for new
banks)
C Securities Custodianship Operations 631
Securities Reqistrv Operations
Derivatives Activities requiring| 613
Notification
Basic Electronic Payment and | 701
Financial Service (EPFS)
XXX

Section 3. Section 111-Q/111-S/111-T/101-N/111-P of the MORNBFI
shall be amended to include the following licenses in the list of
permissible activities under Types A, B and C licenses of BSFiIs.

Section 111-Q/111-S/111-T/101-N/111-P . LICENSING

XXX

Guidelines on Outsourcing. The guidelines on outsourcing of
banking functions as shown under Sec. 112 and Appendix Q-35 shall
likewise apply to QBs.

Type of License of Permissible Activities. The type of license
attached to permissible activities of Bangko Sentral supervised
financial institutions (BSFIs) shall be as follows:

Type of Permissible Activity Related Sections of
License the MORNBFI
A Trust and Other Fiduciary Business | 411-Q, 1003-N, 302-T,

Appendix Q-39

Personal Equity and | 1121-Q, 803-N
Retirement Account (PERA)
Market Participants and
PERA Investment Products

Joint Venture of Quasi-|362-Q
Banks with Real Estate
Development Companies
(Jointly-Controlled
Operations/Undertaking)
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182
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184
185

Type of Permissible Activity Related Sections of

License the MORNBFI
Qualification and | 413-Q, 1005-N,
accreditation of quasi- | Appendices 0-31
banks acting as trustee on | and N-6
any mortgage or bond
issuance by any
municipality, government-
owned or controlled
corporation, or any body
politic
Performance of Investment |421-Q
Management Activities
Derivatives Activities 613-0
Establishment of Branches | 105-T
of Trust Corporations
Advanced Electronic Payment | 701-Q, 401-5,
and Financial Service | 114-P, 401-N, -
(EPFS) T
Issuance and Operations of | 702-0Q, 402-5,
Electronic Money 402-N

B XXX XXX
Advanced Electronic Payment | 701-0Q, 401-5,
and Financial Service | 114-p, 401-N, -
(EPFS) (for new NBFIs) T
Issuance and Operations of | 702-Q, 402-S, 402-
Electronic Money (for new |N, 901-N
NBFIs)
C Securities Custodianship 631-Q/1002-N
Operations
Securities Registry Operations
Management Contracts and | 112-T
Outsourcing of Other
Functions of Trust
Corporation
Derivatives Activities | 613-Q
requiring Notification
Basic Electronic Payment and | 701-Q, 401-S, 114-
Financial Service (EPFS) p, 401-N, -T
XXX

Section 4. Sections 101-B/102/105/106/1121/201/221/231/241/382/
413/421/613/701 of the MORB are hereby amended to apply the
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prudential criteria set out under Section 111 to certain applications and
to amend the licensing requirements as follows:

Authority of Thrift Banks to Issue Foreign Letters of Credit and
Pay/Accept/ Negotiate Import/Export Drafts/Bills of Exchange

101-B AUTHORITY OF THRIFT BANKS TO ISSUE FOREIGN LETTERS OF
CREDIT AND PAY/ACCEPT/NEGOTIATE IMPORT/EXPORT
DRAFTS/BILLS OF EXCHANGE

With prior Monetary Board approval, TBs may be authorized to
issue foreign letters of credit (LCs) and pay/accept/negotiate
import/export drafts/bills of exchange, subject to compliance with the
prudential criteria provided under Sec. 111 and that
the following conditions (at the time of application unless otherwise
indicated) are met:

a. Xxx;

; lototimel | officiont ris] . '

e:b. Articles of incorporation xxx; and
£ c. Correspondent banking xxx

g-Appeintmentoftheofficerwith-actualexperience-ofatleasttwe
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Application for authority of TB to issue foreign letters of credit
and pay/ accept negotiate import/export drafts/bills of exchange.
: licati " hori X forei Le I

A TB applying for authority to issue Foreign
Letters of Credit and Pay/Accept/Negotiate
Import/Export Drafts/Bills of Exchange shall submit
to the appropriate supervising department of the
Bangko Sentral an application letter pursuant to
Section 111 together with the following documents:

1. Secretary's certificate on the approval by the
board of directors (or equivalent management
committee in case of foreign bank branches); and

2. Certification signed by the president or officer
of equivalent rank and the chief compliance
officer certifying that bank has complied with
the following:

a. prudential criteria prescribed under Sec.
111; and
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b. other conditions provided for the issuance
of LCs and pay/accept/negotiate
import/export drafts/bills of exchange
under this Section.

Conversion Upgrade of Bank Licenses'

102 BASIC GUIDELINES IN ESTABLISHING DOMESTIC BANKS
XXX
Establishment of microfinance-oriented banks. Xxx

Grant of Authority to Convert/Upgrade into a
Higher Category. Existing domestic and foreign banks
may apply for authority to convert/upgrade to the next
higher category subject to (1) prior approval of the
Monetary Board, and (2) compliance with the prudential
criteria provided under Sec. 111 and the minimum
capital requirement under Sec. 121. The guidelines and
requirements provided under Appendices 1 and 33 shall
also apply.

Banks applying for authority to convert/upgrade
to the next higher category shall submit to the
appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 111
together with the following documents:

a. Corporate secretary's certificate on the
approval of the board of directors (or
equivalent management committee in the case of
foreign bank branches) to convert/upgrade to the
next higher category;

b. Certification signed by the president or officer
of equivalent rank and the chief compliance
officer certifying that the bank has complied
with the following: (i) prudential criteria
prescribed under Sec. 111; (ii) required minimum
capital under Sec. 121; and (iii) pertinent
banking laws, rules and regulations.
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Conditions for the grant of authority to convert into a lower
category.

XXX
Establishment of Offices Abroad

105 ESTABLISHMENT/RELOCATION/VOLUNTARY CLOSURE/SALE OF
BRANCHES/BRANCH-LITE UNITS

XXX

Establishment of offices abroad. The—fellowing—rules—shall
govern-the-establishmentby-dDomestic banks may establish ef
branches and other offices abroad subject to approval of the
Bangko Sentral and compliance with the prudential
criteria provided wunder Sec. 111. For purposes of this

Section, the term offices shall include branches, agencies,
representative offices, remittance centers, remittance desk offices and
other offices.

Appllcatlon for authorlty to establlsh an off' ice abroad An

foloewing—information/decuments A bank applying for
authority to establish an office abroad shall submit
to the appropriate supervising department of the
Bangko Sentral an application letter pursuant to Sec.
111 together with the following
documents/information:

3-Certified-truecopy of the resolution-of the-bank's board-of
directors aulﬂ'.s”'z"'g the-establishment of that office indicating

a. b: Economic justification for such establishment, indicating
among other things, the services to be offered, the minimum
outlay such as capital requirement of the host country, and

Loy forfurni g : . , | " ot]
expenses;- projected results of operations for the
first five years of operations;
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b. Information on competitors in the host country

and brief description of bank’s strategic and
competitive plan;

. Secretary's certificate on the approval of board

of directors authorizing the establishment of
that office indicating its proposed site;

proposed 's?sl't'e“s a“dl the “a"'esl El|bla|I|IFEFaEIEI'IS and

d. Certification signed by the president er—the—exeecutive—vice

presidentthattheor officer of equivalent rank and
the chief compliance officer certifying that bank
has complied with the following bank-hasecomplied

with-the standardpre-cualificationrequirementsfor-the grant
Ebanki horiti i g i 5 I

. prudential «criteria prescribed under Sec.
111; and

ii.other requirements provided for establishing
an office abroad under this Section.

c ;E'E”'EIE:E'E“ I.'E“' EIF'EI I'Esf EEE.'I'I'IEW EI'EI'E E.I'E IEIHIE E“'H.'E"ZIEEI
proposed-office:

Other Rrequirements for establishing an office abroad. In

addition to the prudential criteria provided under Sec.

111 standard—pregqualification—requirements—ef-Appendix—-5, the

applicant bank shall comply with the following:

a. The citizenship requirements, ownership ceilings and other
limitations on voting stockholdings in banks under existing law
and regulations;
b. Experience and expertise in international banking operations
of the entity asshown by:
(1) Its international banking operations for at least three
(3) years prior to the date of application;
(2) Substantial income derived from international
banking operations; and
(3) Established correspondent relationship with
reputable banks.
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Conditions attached to the approved application. An
approved application to establish a banking office abroad shall be
subject to the following conditions:

“ o f I . . lations:
ba. The applicant bank shall comply with the licensing

requirements of the host country and the necessary license to
operate shall be secured from the appropriate government
agency of the host country. In addition, the bank shall
submit a certification from the host country that
the duly authorized personnel/examiners of the
BSP will be authorized to examine the proposed
office;

eb. The outward investment representing initial capital outlay
and other outlays shall be subject to existing regulations;

ec. The proposed office shall submit periodic reports on its
financial condition and profitability and such other reports that
may be required by the Bangko Sentral;

ed. An office not authorized to perform banking business (e.g.,
representative and liaison offices) shall not carry out any of the
business of a bank as contemplated within the context of the
Philippine banking system; and

fe. The applicant shall defray the necessary cost and expenses
to be incurred by the appropriate supervising department of
the Bangko Sentral.

Date of opening. The opening of any office abroad shall be
subject to the provisions under this Section on Opening of
branches/branch-lite units.

Requirements for opening an office abroad. After a bank’s
application to establish an office abroad braneh—has been
approved, it may open the same subject to the submission, within
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thirty (30) days prior to the intended date of opening,

o lowi tions:

a: Submission-of the folowing: by theapplicantbankofa written
notice-at least thirty (30} days prior to the intended date of
epening;—of the opening of the office abroad
accompanied by the following:
(1) Proof or evidence of outward remittance needed to
meet the capital requirements prescribed by the host
country;
(2) List of principal and junior officers of the proposed
branch/es and their respective designations and salaries;
and
(3) Personal information sheet (Bio-data) for each of the
officers to enable the Bangko Sentral to evaluate their
qualifications as officers; and
b: (4) A certification signed by the bank’s president or
exeeutivevicepresidentofficer of equivalent rank and

the chief compliance officercertifying that bank

has complied with the following thatthestandardpre-

a. prudential criteria prescribed under Sec.

111; and

b. other requirements provided for
establishing an office abroad under this
Section.

eaeh—requﬁemeh%—PFewdeel—'Fhat %The prOV|5|ons under thls Sectlon

on Opening of branches/branch-lite units shall be observed in

opening of offices abroad +f—t-he—b1=aneh—eaﬁhet—epen—wrt-hm—s1*
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Processing fee on establishment of offices abroad shall be
inserted in Section 105 of the MORB, which shall read as follows.

Processing fee on establishment of offices
abroad. Applications for authority to establish
offices abroad shall be subject to a processing fee
of P200,000.00 which shall be charged upon filing of
application pursuant to Sec. 111 and Sec. II.3.i of
Appendix 124 of the MORB.

Sanctions. Xxx
Establishment of Sub-branches of Foreign Bank Branches

106 ESTABLISHMENT OF SUB-BRANCHES OF FOREIGN BANK
BRANCHES

Authority to establish sub-branches of foreign banks may be
granted subject to Monetary Board approval and compliance with
the prudential criteria provided under Sec. 111.The
following guidelines shall govern the establishment of sub-branches
of foreign banks in the Philippines pursuant to R.A. No. 7721, as
amended by R.A. No. 10641.

Application for authority to establish sub-branches. An
applieationfor A foreign bank branch applying for authority
to establish sub-branches shal-be-sighed-by-the-country-manager-or
the-highestranking-officer in the Philippines ef the-applicantforeign
bank—and  shal—be—accompanied—by—the—folowing
informationfdeeuments shall submit to the appropriate
supervising department of the Bangko Sentral an
application letter pursuant to Sec. 111 together with
the following documents:

a. Secretary's certificate on the approval of the

management committee Certifited—true—copy—of—the
reselution of the foreign bank’s branch beard-of-directors

authorizing the fereign-bank's-country-manager-or-highest
ranking-officer-in—thePhilippines—to-applyforautheority-te
establishment of sub-branch/es and-representthe-bank
in-connectiontherewith; and

b. Proposed business plan  for the sub- branch/es.

Certification signed by the highest ranking
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officer 1in the Philippines and the chief
compliance officer certifying that the foreign
bank branch has complied with the prudential
criteria prescribed under Sec. 111.

Regquirementsfor Processing fee on establishment of
sub-branches of foreign bank branches. In addition to the pre-
requisites for the grant of authority to establish a branch/branch-lite
unit under Sec. 105, the applicant foreign bank branch in the
Philippines shall be subject to the processing fee provided in Sec. 105

(Processing and-speciaHticensing fees).

Date of Opening. Xxx

PERSONAL EQUITY AND RETIREMENT ACCOUNT (PERA) MARKET
PARTICIPANTS AND PERA INVESTMENT PRODUCTS

1121 PERSONAL EQUITY AND RETIREMENT ACCOUNT (PERA)
MARKET PARTICIPANTS AND PERA INVESTMENT PRODUCTS

The following are the guidelines on the qualification/accreditation of
PERA Market Participants and PERA Investment Products which are
being issued pursuant to R.A. No. 9505, also known as the PERA Act of
2008 (PERA Act), and its implementing Rules and Regulations (the
PERA Rules).

The operational guidelines on the administration of the PERA are
found in Appendix 114.

XXX
Eligibility criteria.

a. PERA investment products. The following products are considered
as Bangko Sentral-eligible PERA investment products: Provided, That,
with respect to Items 77)”and ‘12)”below, they are issued by Bangko
Sentral-supervised entities with-CAMELSrating-of netlowerthat-3"er
Hsequivalent-that comply with the prudential criteria
under Sec. 111:

(1) Unit investment trust fund (UITF);

(2) Debt-instruments such as, but not limited to, long term negotiable
certificate of deposits and unsecured subordinated debt;

(3) Deposits; and
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(4) Government-issued securities.
In the case of UITF, the existing approval process shall be observed.
The Bangko Sentral may allow other category of investment products
or outlets for PERA purposes: Provided, That the product is non-
speculative, readily marketable, and with a track record of regular
income payments to investors.
b. PERA market participants
XXX

Qualification/Accreditation requirements.
Aside from complying with the requirements of the
prudential criteria under Sec. 111, the following are

the additional qualification/accreditation
requirements of each PERA participant:

XXX

c. As a custodian

Securities custodian. Only banks and other entities with trust license
which have complied with the requirements under Sec. 431 631 (Pre-
qualification requirements for a securities custodian/registry) may be
accredited as securities custodian.

For purposes of this Section, the Bangko Sentral may provide for such
other requirements or qualifications as it may deem necessary for the
qualification/accreditation of a supervised entity as a PERA Market
Participant.

Page 17 of 70



622
623
624
625
626
627
628
629
630
631
632
633
634
635
636
637
638
639
640
641
642
643
644
645
646
647
648
649
650
651
652
653
654
655
656
657
658
659
660
661
662
663

Application for qualification/accreditation. An eligible supervised
entity seeking qualification/accreditation as PERA Market Participant
(Administrator, Investment Manager, Cash Custodian and/or
Securities Custodian, Investment Product Provider)shalfilean

application—for—qualificationfacereditation—with—the—appropriate

doeeuments: shall submit to the appropriate supervising
department of the Bangko Sentral an application letter
pursuant to Sec. 111 together with the following
documents:

a_Certified £+l i 4l '] | ofdi
autherizing——the—application.——Corporate secretary’s
certificate on the approval of the board of directors
(or equivalent management committee in the case of
foreign bank branches) of the participation in the
PERA Market (i.e., as Administrator, Investment
Manager, Cash Custodian and/or Securities Custodian,
Investment Product Provider;

b. Certification signed by the €ES president or officer
of equivalent rank and the chief compliance officer
that the entity has complied with the: (i) prudential
criteria prescribed under Section 111; and (ii) the
entity has complied with all the relevant qualification/accreditation
requirements enumerated under this Section; and that the entity
undertakes and-an-undertaking to comply with the aforementioned
requirements while it acts as an Administrator, Investment Manager,
Cash Custodian and/or Securities Custodian, Investment Product

Provider, as applicable;and

c. Relevant PERA forms, Board-approved policy on fees and charges,
and proof of compliance with this Section insofar as the application of
the Administrator is concerned.

The qualification/accreditation of PERA Market Participants and
accreditation of PERA Investment Products granted by the Bangko
Sentral shall be valid until revoked.

XXX
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Grounds for suspension or revocation of
qualification/accreditation of administrator, investment manager,
or custodian or investment product provider. Xxx

Penalty. Xxx
The above penalties shall be without prejudice to whatever civil and
criminal liability provided for under applicable laws for the same act
or omission such as those set forth in Sections 35 and 36 of R.A. No.
7653.

Reportorial requirements. Xxx
Creation and Acceptance of Demand Deposit

201 AUTHORITY TO ACCEPT OR CREATE DEMAND DEPOSITS

Banks may accept or create demand deposits subject to
withdrawal by check.

A UB/KB may accept or create demand deposits subject to
withdrawal by check, without prior authority from the Bangko Sentral.

A TB/RB/Coop Bank may accept or create demand deposits
upon prior authority of the Bangko Sentral and compliance with

the prudential criteria provided under Sec. 111.
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751

Application for authority to accept or create
demand deposits. A Dbank applying for authority to
accept or create demand deposits shall submit to the
appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 111
together with the following documents:

1. Secretary's certificate on the approval of board
of directors (or equivalent management committee
in case of foreign bank branches) authorizing the
acceptance or creation of demand deposits; and

2. Certification signed by the president or officer
of equivalent rank and the <chief compliance
officer certifying that bank has complied with
the prudential criteria prescribed under Sec.
111.

Conditions attached to the approved application
Reguirementsforacceptingdemand-deposits. After a TB's/RB’s/Coop
Bank’s application to accept demand deposits has been approved, it
may actually accept such deposits, subject to the following conditions:

The applicant bank shall submit a written notice to
the appropriate supervising department of the Bangko
Sentral of the actual date when the demand deposit
service is offered to the public not later than ten
(10) banking days from such offering of the service,
accompanied by a certification signed by the president
or officer of equivalent rank and the chief compliance
officer stating that:

a Subrmissi ¢ ficati . | by the Presid Chai ¢
E:'.E EEEE".EI of H'FE bank > E_aklng that the 'EE“'"E'“IE“ES E"IHIII'E'E”.EEIF"'
thriftbanks/ruralbanks/cooperative the banks has havebeen
complied with the prudential criteria up tothe day before the
checking account services are actually offered/extended to the public;
b. Fhat if it is not a member of the Philippine Clearing House
Corporation (PCHC), it has appointed a commercial bank, or a
normally operating thrift bank which is a direct participant in the
clearing with the PCHC/Bangko Sentral and has complied with the
minimum capital required for commercial banks, thru which it shall
participate in the check clearing system; and
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c. Fhat it has complied with all other conditions that the Bangko
Sentral may impose.

Sanctions. Xxx

Acceptance and Servicing of Negotiable Order of Withdrawal
Accounts

221 AUTHORITY TO ACCEPT NEGOTIABLE ORDER OF WITHDRAWAL
ACCOUNTS

Negotiable Order of Withdrawal (NOW) accounts are interest-bearing
deposit accounts that combine the payable on demand feature of
checks and investment feature of savings accounts.

A UB/KB may offer NOW accounts without prior authority of the
Monetary Board.

A TB/RB/Coop Bank may accept NOW accounts upon prior approval of
the Monetary Board: and compliance with the prudential
criteria provided under Sec. 111.
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Application for authority to accept negotiable order of
withdrawal accounts for thrift banks/rural banks/cooperative banks.
A bank applying for authority to accept negotiable
order of withdrawal (NOW) accounts shall submit to the
appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 111
together with the following documents:

1. Secretary's certificate on the approval of board
of directors (or equivalent management committee
in case of foreign bank branches) authorizing the
acceptance of NOW accounts; and

2. Certification signed by the president or officer
of equivalent rank and the chief compliance
officer certifying that bank has complied with
the prudential criteria prescribed under Sec.
111.

Conditions attached to the approved application
R . . . b ; £ vithe '
aeeounts. After a TB's/RB’s/Coop Bank’s application to accept NOW
account has been approved, it may actually accept the same subject
to the following conditions:

The applicant bank shall submit a written notice to
the appropriate supervising department of the Bangko
Sentral of the actual date when the NOW account
deposit service is offered to the public not later
than ten (10) banking days from such offering of the
service, accompanied by a certification signed by the
president or officer of equivalent rank and the chief
compliance officer stating that:

a - T : :
: sul b""sls'eF“le' Ia eel'k"'ea.t'e"ls'g"el d-by-the p'es'de"bel'a"“'a': of

accounts-for-thrift banks/rural-banks/cooperative The banks have has
beencomplied with theprudential criteria up tothe day before

the NOW account services are actually offered/extended to the public;
and
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b. Fhat it It has complied with all other conditions that the Bangko
Sentral may impose.

Acceptance of Government Deposits
231 ACCEPTANCE OF GOVERNMENT DEPOSITS
XXX

Prerequisites for the grant of authority to accept deposits
from the Government and government entities.- th—addition-—te-the
StandardPre-qualification Reguirementsforthe-Grant-of Banking
Adthorities—enumerated-in-Appendix5; Private banks applying for

authority to accept deposits from the Government, its subdivisions
and instrumentalities and GOCCs and government banks applying for
authority to accept government deposits in excess of minimum

working balances shall alse comply with the felewinhg—conditions:
prudential criteria provided under Sec. 111.
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A Dbank applying for authority to accept government
deposits shall submit to the appropriate supervising
department of the Bangko Sentral an application letter
pursuant to Sec. 111 together with the following
documents:

tHahg-Pantaaw
’

Secretary's certificate on the

approval of Dboard of directors (or equivalent

management committee in case of foreign bank

branches) authorizing the acceptance of government

deposits;

b. A-copyoftheresolutionofthe board-ofdirectorsofthe GOCCs

horizi | I . ¢ fund £ caid ‘ons:

Certification signed by the president or officer
of equivalent rank and the chief compliance
officer certifying that bank has complied with
the prudential criteria prescribed under Sec.
111;

the case of an LGU, a copy of the resolution of
the barangay, municipal or city council
(Sangguniang Bayan/Panglunsod) or the provincial
board (Sangguniang Panlalawigan) authorizing the
deposit of municipal, city or provincial funds;
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d. In the case of a GOCC, a copy of the resolution
of the Dboard of directors of the GOCCs
authorizing the deposit of funds of said
corporations; or

e. In the case of National Government, its
unincorporated branches, agencies and
instrumentalities, a written authority to open
deposit accounts and/or deposit government funds
from the duly authorized official of the
Department of Finance/Bureau of the Treasury
(DOF/BTr) and of the department, bureau, agency,
or office making the deposit.

For items c to e above, theresolution or authority should state
the name and location of the depository bank, type and terms of the
deposit, and that the amount to be deposited represents working
balances.

Conditions attached to the approved application.
Banks authorized to accept government funds as
depository shall continuously comply with  the
prudential criteria for the grant of authority to
accept deposits from the Government and government
entities even after the authority to accept government
deposits has been granted and during the period while
the banks actually hold government deposits,
otherwise, any violation may be a Dbasis for the
imposition o0f sanctions against the Dbank, its
directors and officers, or revocation of the authority
to accept government deposits.

Limits on funds of the Government and government entities
that may be deposited with banks. Xxx

Quasi-Banking Activities for Banks except universal and commercial
banks (UKBs)

241 SCOPE OF QUASI-BANKING FUNCTIONS

XXX

Page 25 of 70



973
974
975
976
977
978
979
980
981
982
983
984
985
986
987
988
989
990
991
992
993
994
995
996
997
998
999
1000
1001
1002
1003
1004
1005
1006
1007
1008
1009
1010
1011
1012
1013
1014
1015
1016

No bank shall engage 1in quasi-banking functions
without authority from the Bangko Sentral. Banks
authorized to perform universal or commercial banking
functions shall automatically have the authority to
engage in quasi-banking functions. The grant of the
quasi-banking license by the Monetary Board includes
an authorization to obtain funds from the public,
which shall mean twenty (20) or more persons under
Section 8.2 of R.A. 8791.

| it he S larap LificationR . :
- . ix5-a A TB

securing Bangko Sentral authority to engage in quasi-banking

functions must meet-thefollowingrequirements-:

a.comply with the prudential criteria provided under
Sec. 111:

b . Fhebank must-have a net worth or combined capital of at least
P650.0 million computed in accordance with Sec. 121; and

b:c. Fhebankisbe well capitalized with risk-based capital adequacy
ratio of not lower than twelve percent (12%) at the time of filing the
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Application for—Certifieate-of- Authority from-theBangko
Sentral. A bank securing Bangko Sentral’s Certificate of Authority to
engagequua5|banhngfunchonssha“ﬁk%aﬁiﬂxﬂmaﬂeﬂﬂﬁwhthe

dee&H%Hﬁ$submlt to the appropriate supervising
department of the Bangko Sentral an application letter
pursuant to Sec. 111 together with the following
documents:

a. Cortified ” ki fthe bankis] L of dli
autheorizing-theapplication Secretary's certificate on the

approval of the board of directors (or equivalent
management committee in case of foreign bank branches)
authorizing the authority to engage in quasi-banking
functions;

baﬁmﬂg4hﬁeHeH&Certlflcatlon 81gned by the pre81dent
or officer of equivalent rank and the chief compliance

officer certifying that:
1. the bank has complied with the prudential
criteria prescribed under Sec. 111;
2. the bank has a borrowing-investment program
for one (1) year which should include at the
minimum:
(1) planned distribution of portfolios as to:
(a) commercial paper markets;
(b) stocks and bonds;
(c) government securities;
(d) receivables financing, discounting and
factoring; and
(e)direct loans; and
(2) expected sources of funds to support
investment program classified as to:
(a) maturity: short, medium and long- term;
(b) interest rates; and
(c) domestic or foreign sources whether
institutional or personal
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3. the Dbank has complied with the other
requirements provided under this Section.

Sale, discounting, assignment or negotiation by banks of their
credit rights arising from claims against the Bangko Sentral to
clients. Xxx

Joint Venture of Banks with Real Estate Development Companies
(New Jointly-Controlled Entity)

Section 382-ACQUIRED ASSETS IN SETTLEMENT OF LOANS
Joint venture of banks with real estate development companies Xxx

d. Requirements and limitations in a joint venture. A bank desiring to
enter into a JVA with a developer for the purpose of developing its
ROPAs and/or other properties acquired as a consequence of
merger/consolidation shall comply with the following:

(1) Xxx
(6) The bank shall secure prior Monetary Board approval of the JVA.
For a jointly-controlled entity, the applicant bank

shall comply with the prudential criteria provided
under Sec. 111.
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e. Application for authority to enter into JVA. A bank desiring to
enter into a JVA with a developer for the purpose of developing its
ROPAs and other properties acquired as a consequence of its
merger/consolidation with another bank/FI shall secure prior
Monetary Board approval of said agreement. For that purpose, the

concerned bank shall su-bmrt—an—appheaﬂeﬂ—feHMenetafy—Beafd

decumentsfinformation: submit to the appropriate
supervising department of the Bangko Sentral an
application letter pursuant to Sec. 111 together with
the following documents/information:

(1) Secretary's certificate on the approval of board
of directors authorizing the JVA;

8 (2) The name of the developer;

{2) (3) Name of the principal stockholders and officers as well as
members of the board of directors of said company;

{3) (4) Relationship of the bank with the developer, if any;

{4) (5) List and brief description of the properties to be contributed by
the bank including their market values, book values and the valuation
agreed upon under the proposed IVA;

{5) (6) Certification by the bank’s president or officer of equivalent
rank and the chief compliance officer thatthedVA-isstrictly

. P Hstrict) | itht] . £ Joi
Sectionand:

a. the JVA is strictly in compliance or will strictly
comply with the requirements of Joint venture of banks
with real estate development companies in this
Section; and

b. for authority to enter into JVA with a jointly-
controlled entity, the bank has complied with the
prudential criteria prescribed under Sec. 111 for JVA;
and

6)(7) Such other documents/information that the concerned
appropriate supervising department of the Bangko Sentral may
require.

f. Xxx
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Qualification and accreditation of private banks acting as trustee on
any mortgage or bond issuance by any municipality, government-
owned or controlled corporation, or any body politic

Section 413 TRUST AND OTHER FIDUCIARY BUSINESS

Qualification and accreditation of private banks acting as
trustee on any mortgage or bond issuance by any municipality,
government-owned or controlled corporation, or any body politic

a. Applicabiity: Private banks under the supervision of the
Bangko Sentral and with license to engage in trust

and other fiduciary business dulyacereditedby-the

Bangke-Sentral-may act as trustee on any mortgage or bond
issued by any municipality, GOCC, or any body politic subject

to the accreditation of the Bangko Sentral. Banks

applying for accreditation must comply with the

prudential criteria provided under Sec. 111. The

private bank shall apply for accreditation per
bond issuance.

a. Application for accreditation. A private bank desiring to act as

trustee on any mortgage or bond issued by any municipality, GOCC,

or any body polltlc shaII ﬂle—an—appheat—rea—fe%aeereel—rtat—ren—wrt—h

deeun%%ﬁ& submlt to the appropriate supervising
department of the Bangko Sentral an application
letter pursuant to Sec. 111 together with the
following documents:

(1) Cetrtified—true—copy—of—the—Corporate Secretary’s
Certificate on the approval te—reselution—of the

institution’s board of directors (or equivalent management
committee in the case of foreign bank branches) of

adtherizing-theapplication-to act as trustee on any
mortgage or bond issued by any municipality, GOCC,

or any body politic;
(2) a—~certification Certification signed by the president or
officer of equivalent rank and the chief compliance

officer certifying thatthe institution has complied with:
(a) the prudential criteria prescribed under Sec.
111; and (b) other pertinent banking laws, rules
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and regulations.——eualification——reguirements—for

d b. Independence of the trustee. Xxx

e: c. Investment and management of the funds. Xxx

£ d. Waiver of confidentiality. Xxx
& e. Reportorial requirements. Xxx

h.f . Applicability of the rules and Regulations on Trust Other
Fiduciary Business and Investment Management Activities. Xxx

kg. Sanctions. Xxx

Performance of Investment Management Activities

421 AUTHORITY TO PERFORM INVESTMENT MANAGEMENT
ACTIVITIES

Banks may be authorized by the Monetary Board to act as managing
agent, adviser, consultant or administrator of investment
management/advisory/consultancy account under Section 53.4 of R.A.
No. 8791, subject to compliance with the prudential
criteria provided under Sec. 111.However, such authority
shall not be construed to include the authority to engage in trust and
other fiduciary business under Chapter IX of R.A. No. 8791.

XXX

A bank not authorized to engage in investment management
activities shall not advertise or represent itself as being engaged in
investment management activities or represent itself as investment
manager or use words of similar import.

Application for authority to perform investment
management activities. Banks applying for authority
to perform investment management activities shall
submit to the appropriate supervising department of
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1235 the Bangko Sentral an application letter pursuant to
1236 Sec. 111 together with the following documents:
1237

1238 a. Corporate secretary's certificate on the approval
1239 of the board of directors (or equivalent management
1240 committee in the case of foreign bank branches) to
1241 perform investment management activities;

1242

1243 b. Certification signed by the president or officer
1244 of equivalent rank and the chief compliance officer
1245 certifying that the institution has complied with
1246 all the: (i) prudential criteria prescribed under
1247 Sec. 111; (ii) required minimum capital under Sec.
1248 121; and (iii) pertinent banking laws, rules and
1249 regulations on the performance of investment
1250 management activities;

1251

1252 c. The articles of incorporation or governing charter
1253 of the institution which shall include among its
1254 powers or purposes, the authority to engage in
1255 investment management activities; and

1256

1257 d. The by-laws of the institution which shall include,
1258 among other things, provisions on the following:
1259 (1) The organization plan or structure of the
1260 department, office or unit which shall conduct
1261 the investment management activities;

1262 (2) The creation of an investment management
1263 committee, the appointment of an investment
1264 management officer and subordinate officers of
1265 the investment management department; and

1266 (3) A clear definition of the duties and
1267 responsibilities as well as the line and staff
1268 functional relationships of the wvarious units,
1269 officers and staff within the organization.
1270

1271 Required capital. Xxx

1272

1273

1274

1275

1276

1277
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Pre-operating requirements. A bank authorized to engage in
investment management activities shall; comply with the
following before engaging in actual operations;—submit—te—the
Bangke-Sentral-the-following:

a. Gevernment-securitiesaceeptablete Deposit with the Bangko
Sentral eligible government securities amounting to
P500,000 as minimum basic security deposit for the faithful
performance of investment management duties required under Sec.
424;

b. Completion of the following activities and
retention of corresponding supporting documents:

b: (1> ©Organization—ehart Establishment of the investment
management department, which—shall—ecarry—out—the—investment
managementactivities—of thebank development of policies

and procedures related to the investment activities,
risk management system and internal controls, and
delineation of duties and responsibilities of the
different units in investment management;and

€ (2) Establishment of personnel and management
positions for investment management and defining the
corresponding qualification requirements and duties
and responsibilities. Records of profiles of
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individuals holding the positions shall be maintained

Derivatives Activities
613 DERIVATIVES
XXX

Activities requiring additional derivatives authority. A bank shall
apply for prior Bangko Sentral approval of additional derivatives
authority to engage in all other financial derivatives activities not
expressly allowed under this Section on Generally authorized
derivatives activities and those that are not part of Activities requiring
notification. A bank may apply for two (2) or more additional
authorities. A bank applying for additional derivatives authorities must
have complied with the prudential criteria prescribed
in Sec. 111 and maintain a risk management system
commensurate to the additional authorities being applied for, in
accordance with the provisions of Section 612, Appendix 22 and meet
other conditions specified under this Section.

XXX

a. Classification of additional derivatives authority
(1) Type 1 - Expanded dealer authority
XXX

The Bangko Sentral expects banks applying for Type 1 authority to
institutionalize a: (a) comprehensive and integrated risk
management system; and (b) sales and marketing practices that are
deemed appropriate and adequate for the different derivatives
activities it expects to engage in. It must also berated at least

CAMELS{er ROCAforbranchesof foreign-banks) have a SAFr

rating of “4” -er-better-ever-al,netwithstandingany provision-te
the—eontrary. In cases where the bank Dbecomes
unqualified to possess the additional derivatives
authority, the Bangko Sentral reserves the right to
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deploy any of the enforcement actions enumerated in
Sec. 111.

(2) Type 2 - Limited dealer authority Xxx

b. Qualification requirements. A bank applying for additional authority
to engage in expanded derivatives activities shall:

1) Demonstrate adequate competence in its general operations as
evidenced by:—its compliance with the prudential
criteria prescribed under Sec. 111, except for Type
1 derivatives authority where the SAFr rating
required is “4”.

XXX

c. Application procedures. The applicant shall submit to the
appropriate supervising department of the Bangko Sentral an

application letter pursuant to Sec. 111 a—written

speaﬂe%ypee#éeﬂwﬂwesauﬂxwﬁy Corporate secretary’s

certificate on the approval of the board of
directors (or equivalent management committee in
the case of foreign bank branches) for a specific
type of derivatives authority; and
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his_ Secti A it .. it | derivati
adtherities;and-Certification signed by the president

or officer of equivalent rank and the chief
compliance officer certifying that the institution
has complied with all the: (1) applicable
prudential criteria under Sec. 111; and (ii) other
pertinent banking laws, rules and regulations.

A newly established U/KB or trust department of a
U/KB may apply for additional derivatives authority
subject to the prudential criteria, except that the
required SAFr rating shall only apply to such BSFIs
that have been in operation for more than one year.

(3) A list of the types of derivatives and underlying reference the
bank intends to engage in, including the following information for
each derivatives class or type:

(a) Xxx
XXX
(h) Xxx.

{4) Payment of a non-refundable processing fee amounting to:

Authority Amount
Typel P200,000 (UBs and KBs)
Type 2 100,000
Type 3 50,000
25,000 (other
applicants)
Type 4 25,000 (all banks)

{5) The Bangko Sentral will not accept applications lacking any of the
above-stated requirements. The Bangko Sentral, however, may
require additional documents to aid its evaluation of the application.
By virtue of the application, the applicant automatically authorizes the
Bangko Sentral to conduct an on-site evaluation of the applicant’s risk
management capabilities, if this is deemed necessary.

{6) Type 1 authority shall be subject to approval by the Governor, upon
recommendation of the Deputy Governor of the appropriate sector of
the Bangko Sentral. All other applications for additional authority/ies
shall be subject to approval by the Deputy Governor of the appropriate
sector of the Bangko Sentral.
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{7) A bank whose application for additional derivatives authority/ies or
an upgrade thereof (e.g., from Type 2 to Type 1 authority) has been
denied cannot submit a new application for additional derivatives
authorities until after six (6) months from receipt of denial. The same
rule applies for a bank whose authorities have been limited or
downgraded.

{8) A bank that holds an additional derivatives authority may apply for
additional derivatives authorities (e.g., currently holding Type 3
authority who wish to apply for Type 4 authority) or an upgrade
thereof only after the lapse of six (6) months from the grant of the
previous additional derivatives authority.

XXX

Sanctions.
Xxx
d. Curtailment of derivatives authority. The Bangko Sentral reserves
the right to suspend, modify, downgrade, limit or revoke any bank’s
derivatives authority (including any or all of those generally authorized

activities) for prudential reasons as may be evidenced by any or all of
the following:

1)The bank does not meet theﬁ—asagned—a—eAM-EL—S—(eFReeA—m

maﬁagement—rat-mg—ef—lewekt-hah—t-hat prudentlal criteria

prescribed wunder Sec. 111 and the requirements
prescribed under this Section on Activities requiring additional

derivatives authority; in-the-mestrecentregularexamination.

Xxx

Electronic Payment and Financial Services (EPFS)

701 ELECTRONIC PAYMENT AND FINANCIAL SERVICES
Policy Statement.Xxx
Definition of Terms. Xxx

Classification of EPFS. Xxx
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~assifi = o Author
Advanced EPFS Type A'/B?
Basic EPFS Fype €

Application for authority to offer EPFS. Banks
intending to offer EPFS shall obtain the appropriate
authority/license, as follows:

a. Type A Advanced EPFS. Existing banks may provide
advanced EPFS subject to approval of the Bangko
Sentral and compliance with the prudential
criteria provided under Sec. 111.

b. Type B Advanced EPFS. Newly established banks
which cannot be assessed against the prudential
criteria may still be considered eligible upon
showing (i) wvalid Jjustifications on how the
offering of advanced EPFS is aligned with the
bank’s business model and strategic direction;
and (ii) ability to manage attendant risks.

c. Type C Basic EPFS. Existing banks may provide
basic EPFS subject to notification to the Bangko

Sentral.
The specific guidelines, requirements and
procedures on the grant of EPFS license/authority
are shown in Appendix /Q-
XXX

Section 5. Sections 113 and 246 of the MORB are hereby
amended in order to align with SAFr which shall read as follows:

Page 38 of 70



1530
1531
1532
1533
1534
1535
1536
1537
1538
1539
1540
1541
1542
1543
1544
1545
1546
1547
1548
1549
1550
1551
1552
1553
1554
1555
1556
1557
1558
1559
1560
1561
1562
1563
1564
1565
1566
1567
1568
1569
1570
1571
1572
1573

113 CROSS-SELLING
XXX

The bank shall exercise due care and diligence in selecting
financial product providers. The bank shall consider the integrity,
operational capability, financial capacity and track record of the
financial product provider. In particular, the bank shall ensure that the
financial product provider has in place a mechanism to resolve all
queries, problems, and other concerns arising from cross-selling
activities and this shall form part of the agreement between the bank
and the financial product provider.

It is the responsibility of the financial product provider to assess
its representatives in terms of sufficient knowledge of the financial
product, adequate training and necessary license, when required.

The Bangko Sentral should be satisfied that the bank and the
financial product provider belong to the same financial conglomerate,
as applicable, before cross- selling arrangements may be allowed.

When the financial product provider is under the supervision of
the Bangko Sentral, the financial product provider must have a
CAMELS composite SAFr rating of at least “3” erits-equivalent.

XXX

246 ISSUANCE OF BONDS AND COMMERCIAL PAPERS

All banks with quasi-banking authority issuing bonds or
commercial papers shall comply with Republic Act No. 8799 or the
Securities Regulation Code (SRC) and its Implementing Rules and
Regulation, and other applicable rules and regulations issued by the
Securities and Exchange Commission (SEC). A bank may issue bonds
and/or commercial papers without prior Bangko Sentral approval:
Provided, That it meets the felewing prudential criteria as described
in Sec. 111 (Prudential Criteria):;
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Provided, further, That bonds issued are enrolled and/or traded in a
market which is organized in accordance with the SEC rules and
regulations.

XXX

Section 6. Sections 1121-Q/362-Q/413-Q/1005-N/421-Q/613-Q/701-
Q/401-S/401-N/114-P/105-T/112-T of the MORNBFI are hereby amended
and, Section __ -T is inserted in order to align with SAFr which shall
read as follows:

Personal Equity and Retirement Account (PERA) Market
Participants and PERA Investment Products

1121-Q PERSONAL EQUITY AND RETIREMENT ACCOUNT (PERA)
MARKET PARTICIPANTS AND PERA INVESTMENT PRODUCTS

The following are the guidelines on the qualification/accreditation of
PERA Market Participants and PERA Investment Products which are
being issued pursuant to R.A. No. 9505, also known as the PERA Act of
2008 (PERA Act), and its implementing Rules and Regulations (the
PERA Rules).

The operational guidelines on the administration of the PERA are
found in Q-69.

Xxx
Eligibility criteria.

a. PERA investment products. The following PERA investment
products are considered to be Bangko Sentral-eligible PERA
investment products: Provided, That, with respect to Items ‘(7)”and
12)"below, they are issued by Bangko Sentral-supervised entities with
CAMELSrating-of notlewer-that—3%er-its—equivalent—that have
complied with the prudential criteria under
Sec. 111-0Q:

(1) Unit investment trust fund (UITF);

(2) Debt-instruments such as, but not limited to, long term negotiable
certificate of deposits and unsecured subordinated debt;

(3) Deposits; and
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(4) Government-issued securities.
In the case of UITF, the existing approval process shall be observed.
The Bangko Sentral may allow other category of investment products
or outlets for PERA purposes: Provided, That the product is non-
speculative, readily marketable, and with a track record of regular
income payments to investors.
b. PERA market participants
Xxx

Qualification/Accreditation requirements.
Aside from complying with the requirements of the
prudential criteria under Sec. 111-Q, the following

are the additional qualification/accreditation
requirements of each PERA participant:

a. As an Administrator. Xxx
b. As an Investment Manager. Xxx

c. As a custodian

Securities custodian. Only banks and other entities with trust license
which have complied with the requirements under Sec. 431-Q 631-Q
(Pre-qualification requirements for a securities custodian/registry)
may be accredited as securities custodian.

For purposes of this Section, the Bangko Sentral may provide for such
other requirements or qualifications as it may deem necessary for the
qualification/accreditation of a supervised entity as a PERA Market
Participant.
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Application for qualification/accreditation. An eligible
supervised entity seeking qualification/accreditation as PERA Market
Participant (Administrator, Investment Manager, Cash Custodian
and/or Securities Custodian, Investment Product Provider)

the—following—deeuments:submit to the appropriate
supervising department of the Bangko Sentral an
application letter pursuant to Sec. 111-Q together
with the following documents:

a. Certified-true-copy-of theresolution-of the-entity's board-of directors
autherizing——the——apphieation,——Corporate secretary’s

certificate on the approval of the board of directors
(or equivalent management committee in the case of
foreign bank branches) of the participation in the
PERA Market (i.e., as Administrator, Investment
Manager, Cash Custodian and/or Securities Custodian,
Investment Product Provider;

b. Certification signed by the €CEO© president or officer of
equivalent rank and the chief compliance officer that
the entity has complied with the: (i) prudential criteria
prescribed under Sec.. 111-Q; and (ii) aH the relevant
qualification/accreditation requirements enumerated under Sec. 1121-
Q (Qualifications/accreditation requirements)and an undertaking to
comply with the aforementioned requirements while it acts as an
Administrator, Investment Manager, Cash Custodian and/or Securities
Custodian, Investment Product Provider;and

c. Relevant PERA forms, Board-approved policy on fees and charges,
and proof of compliance with Item ‘a.(5)" of Sec. 1121-Q
(Qualifications/accreditation requirements)insofar as the application
of the Administrator is concerned.

The qualification/accreditation of PERA Market Participants and
accreditation of PERA Investment Products granted by the Bangko
Sentral shall be valid until revoked.

Xxx
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Grounds for suspension or revocation of
qualification/accreditation of administrator, investment manager,
orcustodianor investment product provider.

Xxx
Section 362-Q ACQUIRED ASSETS IN SETTLEMENT OF LOANS

Joint venture of quasi- banks with real estate development
companies. Xxx

d. Requirements and limitations in a joint venture. A QB desiring to
enter into a JVA with a developer for the purpose of developing its
ROPAs and/or other properties acquired as a consequence of
merger/consolidation shall comply with the following:

(1) Xxx

(6) The QB shall secure prior Monetary Board approval of the JVA. For
a Jjointly-controlled entity, the applicant shall
comply with the prudential criteria provided under
Sec. 111-0Q.

e. Application for authority to enter into JVA. A QB desiring to enter
into a JVA with a developer for the purpose of developing its ROPAs
and other properties acquired as a consequence of its merger/
consolidation with another QB/FI shall secure prior Monetary Board
approval of said agreement For that purpose, the concerned QB shaII

appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 111-Q
together with the following documents:

(1) Secretary's certificate on the approval of board
of directors authorizing the JVA;

8 (2) The name of the developer;

2)(3) Name of the principal stockholders and officers as well as
members of the board of directors of said company;

{3) (4) Relationship of the QB with the developer, if any;

{4) (5) List and brief description of the properties to be contributed by

the QB including their market values, book values and the valuation
agreed upon under the proposed IVA;
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{5) (6) Certification by the QB’s president or officer of equivalent rank
and the chief compliance officer that-thedVA-isstrictly-in

a. the JVA is strictly in compliance or will strictly
comply with the requirements of Joint venture of 0OBs
with real estate development companies in this
Section; and

b. for authority to enter into JVA with a Jjointly-
controlled entity, the OB has complied with the
prudential criteria prescribed under Sec. 111-Q; and
6)(7) Such other documents/information that the concerned
appropriate supervising department of the Bangko Sentral may
require.

f. Xxx

Qualification and accreditation of quasi-banks acting as trustee on
any mortgage or bond issuance by any municipality, government-
owned or controlled corporation, or any body politic

413-Q TRUST AND OTHER FIDUCIARY BUSINESS
XXX

Qualification and accreditation of quasi-banks acting as trustee on
any mortgage or bond issuance by any municipality, government-
owned or controlled corporation, or any body politic.

a—Appleabiit: QBs under the supervision of the Bangko
Sentral and with license to engage in trust and

other fiduciary businesses ely-aceredited-by-the Bangke
Sentral-may act as trustee on any mortgage or bond issued by any
municipality, GOCC, or any body politic subject to the
accreditation of the Bangko Sentral. A QB applying
for accreditation must comply with the prudential
criteria provided under Sec. 111-Q. It shall apply
for accreditation per bond issuance.

b-a. Application for accreditation. A QB desiring to act as trustee on
any mortgage or bond issued by any municipality, GOCC, or any

body polltlc shall f-lJre—aH—appHeaHeh—fer—aeeredrtahen—vw%h—the
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deeuﬁﬂﬁﬁ&-submlt to the appropriate supervising
department of the Bangko Sentral an application
letter pursuant to Sec. 111-Q0 together with the
following documents:

(1) cCertified—true—ecopy—of—the—Corporate Secretary’s
Certificate on the approval #te—reselution—of the
institution’s board of directors erautherizing-the-application-to

act as trustee on any mortgage or bond issued by

any municipality, GOCC, or any body politic;

(2) a—~<ertification-sighed-by-the president-orofficerof equivalent
rank-that-the-institution—has—complied—with—all-gqualification
regquirementsforacereditation: Certification signed by
the president or officer of equivalent rank and
the chief compliance officer certifying the entity
has complied with the (a) prudential criteria
prescribed under Sec. 111-9; and (b) other
pertinent laws, rules and regulations under this
Section.

d b. Independence of the trustee. Xxx

e: c. Investment and management of the funds. Xxx

£ d. Waiver of confidentiality. Xxx
& e. Reportorial requirements. Xxx

h.f . Applicability of the rules and Regulations on Trust Other
Fiduciary Business and Investment Management Activities. Xxx

kg . Sanctions. Xxx

1005-N ACTING AS TRUSTEE ON ANY MORTGAGE OR BOND
ISSUANCE BY ANY MUNICIPALITY, GOCC, OR ANY BODY POLITIC
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a.—Applicabiity: NBFls duly aceredited authorized by the Bangko
Sentral to engage 1in trust and other fiduciary
businesses may act as trustee on any mortgage or bond issued
by any municipality, GOCC, or any body politic subject to the
accreditation of the Bangko Sentral. NBFIs applying
for accreditation must comply with the prudential
criteria provided under Sec. 101-N.

b: a. Application for accreditation. An NBFlwith trust authority
desiring to act as trustee on any mortgage or bond issued by any

mun|C|paI|ty GOCC or any body polltlc shaII f-l-le—aﬁ—appheahen—fef

acecompanied—by—thefollowing—doecuments: submit to the

appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 101-
N together with the following documents:

(1) Certified—true—ecopy—of—the—Corporate Secretary’s
Certificate on the approval te—reselation—of the
institution’s board of directors erautherizing-theapplication-to
act as trustee on any mortgage or bond issued by
any municipality, GOCC, or any body politic;

(2) a—certification Certification signed by the president or

officer of equivalent rank that the institution has (a) complied with

the prudential criteria prescribed under Sec. 101-

N; aH—the—equalification—requirements—for—acereditation— and

(b) complied with the other pertinent laws, rules and

regulations.

db. /Independence of the trustee. Xxx

e: c. Investment and management of the funds. Xxx

£ d. Waiver of confidentiality. Xxx

& e. Reportorial requirements. Xxx
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h.f . Applicability of the rules and Regulations on Trust Other
Fiduciary Business and Investment Management Activities. Xxx

g . Sanctions. Xxx

Performance of Investment Management Activities

421-Q AUTHORITY TO PERFORM INVESTMENT MANAGEMENT
ACTIVITIES

Prerequisites for engaging in investment management
activities. An entity, before it may engage in investment management
activities, shall comply with the same pre-requisites for engaging in
trust and other fiduciary business set forth in Sec. 411-Q however, the
following terminologies shall then be used:

XXX

Compliance with the foregoing, as well as with other requirements
under existing regulations, shall be maintained up to the time the
investment management authority is granted. An applicant that fails
in this respect shall be required to show compliance for another test
period of the same duration.

Application for authority to perform investment
management activities. An institution may perform
investment management activities subject to approval
of the Monetary Board and compliance with the
applicable prudential criteria provided under Sec.
111-Q. Institutions applying for authority to perform
investment management activities shall submit to the
appropriate supervising department of the Bangko
Sentral an application letter pursuant to Sec. 111-Q
together with the following documents:

a. Corporate secretary's certificate on the approval
of the board of directors (or equivalent management
committee in the case of foreign bank branches) to
perform investment management activities; and

b. Certification signed by the president or officer

of equivalent rank and the chief compliance officer
certifying that the institution has complied with
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all the: (i) prudential criteria prescribed under
Sec. 111; (ii) required minimum capital under Sec.
121; and (iii) pertinent banking laws, rules and
regulations on the performance of investment
management activities;

Pre-operating requirements An institution authorized to
engage in investment management activities shall; comply with

the following before engaging in actual operations;submitte-the
Bangko-Sentral- the-follewing:

a. Gevernment-securitiesaceeptableto Deposit with the Bangko
Sentral eligible government securities amounting to
P500,000 as minimum basic security deposit for the faithful
performance of investment management duties required under Sec.
424-Q (Basic security deposit),

b. Completion of the following activities and
retention of corresponding supporting
documents:

b: (1}—Organization—ehart Establishment of the investment

management department, which—shallecarry—out—the—investment
management—activities—of —the—institution development of

policies and procedures related to the investment
activities, risk management system and internal
controls, and delineation of duties and
responsibilities of the different units in investment
management; and

€& (2) Establishment of personnel and management
positions for investment management and defining the
corresponding qualification requirements and duties
and responsibilities. Records of profiles of
individuals holding the positions shall be maintained

Derivatives Activities
Section 613-Q DERIVATIVES ACTIVTIES

XXX

Page 48 of 70



1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981

1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

Activities requiring additional derivatives authority. A QB may apply
for prior Bangko Sentral approval of additional derivatives authority to
engage in all other financial derivatives activities not expressly allowed
under Generally authorized derivatives activities and those that are
not part of Activities requiring notification. A QB may apply for two (2)
or more additional authorities. A QB applying for additional
derivatives authority/ies must have complied with the
prudential criteria prescribed in Sec. 111 and maintain
a risk management system commensurate to the additional
authority/ies being applied for, in accordance with the provisions of
Section 612-Q, Appendix Q-19 and meet other conditions specified
under this Section.

XXX

a. Classification of additional derivatives authority
XXX

b. Qualification requirements. A QB applying for additional
authority to engage in additional derivatives activities shall:

(1) Demonstrate adequate competence in its general operations as
evidenced by—its compliance with the prudential
criteria prescribed under Sec. 111-Q.
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c. Application procedures. The applicant shall submit to the
appropriate supervising department of the Bangko Sentral a
' licati ; (it | derivati horitv/i

aceompaniedby an application letter pursuant to Sec.
111-Q together with the following documents:

secretary’s certificate on the approval of the
board of directors for a specific type of
derivatives authority; and

2 . I . - . '
A “efa”ZEd certification signed jointly by -thepresident
treasurerof equivalent trust officer and compliance officer of
the-applicant QB-stating—that-the-QB-complies-with-ail H'?
g??uye“;T'§I?!H'eaukhg'ﬁybe":g?BEPEdle'SBfe"!e?"'sei

Certification signed by the president or officer
of equivalent rank and the chief compliance
officer certifying that the institution has
complied with all the: (i) applicable prudential
criteria under Sec. 111-0; and (11) other
pertinent banking laws, rules and regulations.

A newly established BSFI/QB may apply for
additional derivatives authority subject to the
prudential criteria, except for the required SAFr
rating which shall not apply until one year from
the start of its operations.

{3) (4) Alist of the types of derivatives and underlying reference

the QB intends to engage in, including the following information
for each derivatives class or type:

(a) Xxx
XXX
(h) Xxx.

{4) The Bangko Sentral will not accept applications lacking any of
the above-stated requirements. The Bangko Sentral however, may
require additional documents to aid its evaluation of the
application. By virtue of the application, the applicant
automatically authorizes the Bangko Sentral to conduct an on-site
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evaluation of the applicant’s risk management capabilities, if this
is deemed necessary.

{5)-Payment of the following non-refundable processing fee shall
be made upon approval or denial of the QB’s application:

Amount
Type 2 Authority P50,000.00
Type 3 Authority 25,000.00
Type 4 Authority 25,000.00

{6) A QB whose application for additional derivatives authority/ies
or an upgrade thereof (e.g., from Type 3 to Type 2 Authority) has
been denied cannot submit a new application for additional
derivatives authorities until after six (6) months from receipt of
denial. The same rule applies for a QB whose authorities have been
limited or downgraded.

{A A QB that holds an additional derivatives authority may apply
for additional derivatives authorities (e.g., currently holding Type 3
Authority who wish to apply for Type 4 Authority) or an upgrade
thereof only after the lapse of six (6) months from the grant of the
previous additional derivatives authority.

XXX
Sanctions

XXX

d. Curtailment of derivatives authority

The Bangko Sentral reserves the right to suspend, modify,
downgrade, limit or revoke any QB’s derivatives authority
(including any or all of those generally authorized activities) for
prudential reasons as may be evidenced by any or all of the

following:

(1) The QB is assighed a €CAMELS SAFr composite rating er
component-Managementrating of lower than that prescribed

under Sec. 613-Q (Activities requiring additional derivatives

authority) in-the-meostrecentregularexamination.

XXX
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Electronic Payment and Financial Services

701-Q ELECTRONIC PAYMENT AND FINANCIAL SERVICES (EPFS)
Policy Statement.Xxx
Definition of Terms. Xxx

Classification of EPFS. Xxx

Application for authority to offer EPFS. OBs
intending to offer EPFS shall obtain the appropriate
authority/license, as follows:

a. Type A Advanced EPFS. Existing QBs may provide
advanced EPFS subject to approval of the Bangko
Sentral and compliance with the prudential criteria
provided under Sec. 111-0Q.

b. Type B Advanced EPFS. Newly established QBs which
cannot be assessed against the prudential criteria
may still be considered eligible upon showing (1)
valid justifications on how the offering of advanced
EPFS is aligned with the entity’s business model and
strategic direction; and (ii) ability to manage
attendant risks.

c. Type C Basic EPFS. Existing QBs may provide basic
EPFS subject to notification to the Bangko Sentral.

The specific guidelines and procedures on the grant of
EPFS license/authority are shown in Appendix Q-
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Xxx

SECTION 401-S ELECTRONIC PAYMENT AND FINANCIAL SERVICES
(EPFS)

The guidelines concerning electronic payment and financial
services aetivities, as may be applicable, are found in Sec. 461701-
Q.

SECTION 114-P ELECTRONIC PAYMENT AND FINANCIAL SERVICES
(EPFS)

The guidelines concerning electronic payment and financial
services aetivities as may be applicable, as found in Sec. 701-Q and
its-Subseections, shall be adopted by pawnshops.

SECTION 401-N ELECTRONIC PAYMENT AND FINANCIAL SERVICES
(EPFS)

The guidelines concerning electronic payment and financial
services aetivities as may be applicable, are found in Sec. 701-Q.

Section __-T shall be inserted in the MORNBFI, which shall
read as follows:

SECTION -T ELECTRONIC PAYMENT AND FINANCIAL
SERVICES (EPFS)

The guidelines concerning electronic payment and
financial services as may be applicable, are found in
Sec. 701-0Q.

Establishment of Branches of Trust Corporations
SECTION 105 - T BRANCHES/MARKETING OFFICES

TCs may establish branch(es) only upon prior approval of the Monetary
Board and compliance with the applicable prudential
criteria provided under Sec. 111-T.However, it shall carry

out its trust and other fiduciary business only at the place of business
specified in its articles of incorporation. In the case of marketing
office(s), it may be established subject to prior notification to the
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Bangko Sentral: Provided, That the marketing activities is in
accordance with the provisions stated under Sec. 109-T.

XXX

Prereguisites—Application for the grant of authority to
establish a branch/marketing office.TCs secking to maay establish

a branch/marketing office subject-to-the-following-condition: shall

submit to the appropriate supervising department of
the Bangko Sentral an application letter pursuant to
Sec. 111-T together with the following documents:

Decumentaryrequirerments.

3 At I licati hat| 'y | coHowi
doeeuments:Corporate Secretary’s Certificate on the
approval of the board of directors to establish
branch (es) /marketing office(s) and the areas to be
covered;

b. Certification signed by the president or officer
of equivalent rank and the chief compliance officer
certifying to the following:

(1) certification—that a—Fc-has-theability te—conduct-operations
from the head office as-hette-bea-causefordelayed-submission
ofhas the ability to consolidate reports from the
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2259
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2264
2265

branches for timely submission to the Bangko Sentra
' T ¢ . inthe | office:

(2)that the TC has complied with the: (i) prudential
criteria prescribed under Sec. 111-T; (ii) minimum
capital required under existing regulations or
such amounts as may be required by the Monetary
Board; and (iii)other pertinent banking laws, rules
and regulation.

2) Certified £ the | I i horizi I
establishmentofabranch:

Prohibition. No application for establishment of new
branch (es) shall be accepted if the TC has approved
but unopened branch(es) .

Filing/processing fee. Xxx

Management Contracts and Outsourcing of Other Functions of Trust
Corporation

112- T MANAGEMENT CONTRACTS AND OUTSOURCING OF THE
FUNCTIONS

XXX

Duties and Responsibilities of TCs and their Directors/Officers
in All Cases of Outsourcing of Other Functions. Only TCs which
comply with the prudential criteria set forth under
Sec. 111-T with—trust-compesite—rating—ofatleast—2“anda
Managementrating-of netlowerthan—3"shall be allowed to outsource

designated activities without prior Bangko Sentral approval. XXX
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Section 7. Section 205Q and 411-Q of the MORNBFI are hereby
amended in order to align with SAFr which shall read as follows:

205-Q ISSUANCE OF BONDS AND COMMERCIAL PAPERS

All banks with quasi-banking authority/quasi-banks (QBs)
issuing bonds or commercial papers shall comply with Republic Act
No. 8799 or the Securities Regulation Code (SRC) and its
Implementing Rules and Regulation, and other applicable rules and
regulations issued by the SEC. QB may issue bonds and/or commercial
papers without prior Bangko Sentral approval: Provided, That it meets
the felowing prudential criteria as described in Sec. 111-Q.

XXX

411-Q AUTHORITY TO PERFORM TRUST AND OTHER FIDUCIARY
BUSINESS

XXX

Starting year 2001, IHs authorized to engage in trust and other
fiduciary business shall renew their existing licenses yearly, subject to
the implementing guidelines to be issued thereon.

Application for Authority to Perform Trust and other Fiduciary
Business. An institution may engage in trust and other fiduciary
business subject to approval of the Monetary Board and compliance
with the applicable prudential criterial provided under Subsee:
4N01Q2Sec. 411-Q.Entitiesapplying for authority to engage in trust
and other fiduciary business shall submit the following documents to
the appropriate supervising department of the Bangko Sentral:

a. XXX

b. xxx

c. Certification signed by the president or officer of
equivalent rank and the chief compliance officer
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certifying that the institution has complied with the: (i)
applicable prudential criteria prescribed under Subsee:
4101Q2 Sec. 411-0Q;and (ii) other pertinent laws, rules
and regulations on trust and other fiduciary business.

A newly established BSFI/QB may apply for authority
to engage 1in trust and other fiduciary business
subject to the prudential criteria, except for the
required SAFr rating which shall not apply until one
year from the start of its operations.

Section 8. Sections 135/314/602/802 of the MORB are hereby
amended to read as follows in order to align with SAFr:

135 REMUNERATION AND OTHER INCENTIVES

Compensation and other benefits of directors and officers. To
protect the funds of depositors and creditors, the Monetary Board may
regulate/restrict the payment by the BSFI of compensation,
allowances, fees, bonuses, stock options, profit sharing and fringe
benefits to its directors and officers in exceptional cases and when the
circumstances warrant, such as, but not limited to the following:

a. When the bank is under controllership;-censervatership or when it
has outstanding emergency loans and advances and such other forms
of credit accommodation from the Bangko Sentral which are
intended to provide it with liquidity in times of need;
b. When the institution is found by the Monetary Board to be
conducting business in an unsafe or unsound manner;
c. When it is found by the Monetary Board to be in an unsatisfactory
financial condition such as, but not limited to, the following cases:
(1) Its capital is impaired;
(2) It has suffered continuous losses from operations for the past
three (3) years; or
) ite CAMEL(S }ratingin-thel inationisbel
(4 3) It is under rehabilitation by the Bangko Sentral/PDIC which
rehabilitation may include debt-to-equity conversion, etc.

XXX
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314 MICROFINANCE LOANS
XXX
Housing microfinance loan. Xxx.

The following rules and regulations shall govern the granting of
housing microfinance products:

a. Minimum criteria to determine bank’s capacity to grant housing
microfinance - Banks planning to grant housing microfinance
loans shall ensure that the following requirements are complied
with:

1. Xxx

2. XXX

3. Appropriate verification of the following prudential
requirements:
(a) latest CAMELS rating-of atleast-3-and-amanagementscore
of atleast 3" and—with—an—acceptable rating in
Capital and Governance Institutional Level
Support;
brcAR-of netlowerthantwelve percent-(12%);
(6 (b) no major supervisory concerns as to warrant initiation of
Prompt Corrective Action (PCA) under existing regulations;
(eh (c) no arrearages in microfinance borrowings; and

4, Xxx

Micro-agri loans; Policy statement. The Bangko Sentral adopts
a holistic approach in addressing social and economic objectives
through microfinance. Xxx

d. Minimum criteria to determine bank’s capacity to grant
micro-agri loans. Banks planning to grant micro-agri
loans shall ensure that the following requirements are
complied:

(1) Xxx

(a) ECAMELS ratingof atleast 3-and-a-Management-scere-of
atleast3% acceptable rating in Capital and

Governance Institutional Level Support;

{b)}CAR of notlower-than-twelve percent(12%);

(e) (b) no major supervisory concerns as to warrant initiation
of prompt corrective action under existing regulations;
and
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(B (c) no arrearages in microfinance borrowings (bills
payable) from Bangko Sentral or other creditors.

XXX

602 THE JAPANESE YEN/PHILIPPINE PESO (JPY/PHP) SWAP
FACILITY UNDER THE CROSS-BORDER LIQUIDITY
ARRANGEMENT (CBLA) BETWEEN THE BANGKO SENTRAL AND
THE BANK OF JAPAN (BO3J)

XXX

Eligibility requirements. A bank can avail of the JPY/PHP Swap
Facility provided it has met the following eligibility requirements:

a. Has established the presence of an "emergency situation" as defined
under this Section on Availment of the JPY/PHP Swap Facility;

b. Has JPY holdings which can be delivered and deposited to the
Bangko Sentral's account at the BOJ;

c. Has a CAMELS/ROCA SAFr composite rating of at least "3" and a

ke Ve PaVt ot Vals » \/ Yo omaoant- conmmnohnan aVa - - -

hel A cE imation:
d. Has no unsafe or unsound banking cited in the latest Report of
Examination; and

e. Has complied with the minimum capital requirement and risk-
based CAR as provided under applicable and existing capital
adequacy framework.

XXX
802 CHECK CLEARING OPERATIONS
XXX

Check Clearing Rules for Banks Authorized to Accept
Demand Deposits. following are the check clearing rules for banks
authorized to accept demand deposits:

e. Xxx
f. Xxx
1. Xxx
2. A ceiling shall be set on the amount of overdraft a bank may
incur due to failure to cover clearing losses
through interbank borrowings and/or repurchase agreements with
the Bangko Sentral. The ceiling is defined as the sum of clean
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Overdraft Credit Line (OCL) equivalent to fifteen percent (15%) of
rediscounting line with the Bangko Sentral, and the collateralized OCL
that will be extended by Bangko Sentral. A bank not meeting the

folowing criteria:
(a) CAMELS-compeositeratingofatdeast“3" prudential

criteria provided under Sec. 111+

{Hyear-or other measures as may be defined by the Bangko Sentral
for this purpose, should apply for collateralized OCL in an amount
equivalent to at least five percent (5%) of their demand deposit
liabilities as of end of month, two (2) months prior to the date of
application with the Department of Loans and Credit (DLC); otherwise,
its outward clearing items shall be subject to second day value dating.

XXX

Section 9. Section 135Q of the MORNBFI is hereby amended to
read as follows in order to align with SAFr:

135-Q REMUNERATION AND OTHER INCENTIVES
XXX

Compensation and other benefits of directors/trustees and
officers. To protect the funds of depositors and creditors, the Monetary
Board may regulate/ restrict the payment by the QB/trust entity of
compensation, allowances, fees, bonuses, stock options, profit sharing,
and fringe benefits to its directors and officers in exceptional cases
and when the circumstances warrant, such as, but not limited to the
following:

a. Xxx
b. Xxx
C. XXX
(1) Xxx
(2) Xxx
3) its. e CAMELS inein-the ination isbel
%—-—aﬁel—" ", or
(4 3) Xxx

XXX
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Section 10. The following Appendices of the MORB/MORNBFI

are hereby deleted:

Deleted Title/Description Covered by
Sections/Appendices Section
Appendix 5 Standard Pre-qualification | Sections
Requirements for the mMAN-QAM-
Grant of Banking S/11-THO1-
Authorities N/111-P

Appendix 6 Qualification Sections
Requirements for a | MAN-QAN-
Bank/NBFlI Applying for | S/111-T/101-
Accreditation to Act as | NA11-P
Trustee on any Mortgage or
Bond Issued by any
Municipality, Government-
Owned or -Controlled
Corporation, or any Body
Politic

Appendix Q-31 Qualification Sections
Requirements for a | MAN-QA-
Bank/NBFI Applying for | SA11-TA01-
Accreditation to Act as | N/111-P
Trustee on any Mortgage or
Bond Issued by any
Municipality, Government-
Owned or -Controlled
Corporation, or any Body
Politic

Appendix N-6 Qualification Sections
Requirements for a | MAN-QA11-
Bank/NBFlI Applying for | S/111-T/101-
Accreditation to Act as | N/111-P
Trustee on any Mortgage or
Bond Issued by any
Municipality, Government-
Owned or -Controlled
Corporation, or any Body
Politic (Appendix to Sec.
1005-N)

Section 11. Processing and Licensing Fees. All applications

classified as Types A and B licenses shall be charged with the
processing and licensing fees pursuant to Section 111 and Section 11.3.i

Page 61 of 70



2495
2496
2497
2498
2499
2500
2501
2502
2503
2504
2505
2506
2507
2508
2509
2510
2511
2512

2513
2514
2515
2516

2517
2518

of Appendix 124 of the MORB, and Section 111-Q and Appendix
Q-77 of the MORNBFI.

Section 12. Transitory Provisions. Applications for licenses
classified as Types A and B covered by Sections 2 and 3 above that
were filed with the Bangko Sentral prior to the effectivity of this
Circular shall not be charged with processing and licensing fees
provided under Sections 111/111-Q. Further,

BSFIs applying for authority and licenses prior to the
deployment of applicable ratings relative to the implementation of
SAFr shall be evaluated using the CAMELS rating.

Section 13. Effectivity. This Circular shall take effect fifteen (15)

calendar days following its publication either in the Official Gazette or
in a newspaper of general circulation.

FOR THE MONETARY
BOARD:
BENJAMIN O. DIOKNO

Governor

___November 2021
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Appendix 25

IMPLEMENTING GUIDELINES FOR BANKS PARTICIPATING DIRECTLY
IN THE CLEARING OPERATIONS OF THE PHILIPPINE CLEARING
HOUSE CORPORATION (PCHC)

(Appendix to Sec. 802)

XXX
Sec. 2. Ceiling on Overdraft Due to Clearing Losses.

A ceiling shall be set on the amount of overdraft a bank may
incur due to failure to cover clearing losses through interbank
borrowings and/or repurchase agreements with Bangko Sentral. The
ceiling is defined as the sum of clean Overdraft Credit Line (OCL)
equivalent to fifteen percent (15%) of rediscounting line with the
Bangko Sentral, and the collateralized OCL that will be extended by
Bangko Sentral. A bank not meeting the following criteria:

a. CAMELS SAFr composite rating of at least "3";
b-CAR of atleasttenpercent{10%)-or

€b. No chronic reserve deficiencies xxx
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Appendix 52

SMALL AND MEDIUM ENTERPRISE UNIFIED LENDING
OPPORTUNITIES FOR NATIONAL GROWTH BANK ACCREDITATION
APPLICATION FOR RURAL AND THRIFT BANKS ELIGIBILITY AND
DOCUMENTARY REQUIREMENTS
(Appendix to Sec. 332)

Requirements

Documents to be submitted

a. CAMELS SAFr rating should be
at least “3.0”

Latest report of Bangko Sentral
bank examination or
Supervisory Assessment
Letter, as applicable

b. Xxx

XXX
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Appendix 69/Q-41

GUIDELINES ON SUPERVISION BY RISK
(Appendices to Secs. 141/ 121N and 141-Q/S)

XXX

To fully implement supervision by risk, the appropriate
supervising department of the Bangko Sentral will also assign CAMELS
SAFr ratings to the lead Fl and all affiliated Fls. It may determine that
risks in individual FIs are increased, reduced, or mitigated in light of
the consolidated risk profile of the FI as a whole. To perform a
consolidated analysis, it will obtain pertinent information from Fls and
affiliates, and verify transactions flowing between Fls and affiliates.
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Appendix 95/Q-55

GUIDELINES ON THE BANGKO SENTRAL'’S SUPERVISORY REVIEW
PROCESS
(Appendix to Secs. 130/130-Q)

A. Introduction

1. The Bangko Sentral 's supervisory review process (SRP) in the context
of this document involves (1) an evaluation of banks’ internal capital
adequacy assessment processes (ICAAP) and their output, (2) a
dialogue with banks with regard to their ICAAP, and (3) the prudential
measures that may be taken to address issues identified. These
guidelines should be observed mainly by the appropriate Central
Point-of Contact Department{CPCED) supervising department
within the Bangko Sentral and, where appropriate for on-site
validation during regular examination, by the examination personnel.
This therefore supplements the existing guidelines set out in the
Manual of Examinations;—the and Supervisory Assessment

Framework (SAFr) GCAMELS-Rating—andthe Risk-Assessment
System{RAS). The €PEP appropriate supervising department
may draft, for its own use, detailed guidelines on the conduct of the
assessment of banks’ ICAAP and of the Bangko Sentral - bank
dialogue.

1. Xxx
B. Guiding principles in assessing banks’ ICAAP

1. Xxx

2. Xxx

3. Xxx

4. The Bangko Sentral ’'s evaluation of the adequacy of banks’ capital
in relation to their risk profile weuld serves as the basis for assigning
a+rating assessingfer the Institutional Level Support

on Capital under SAFr ecompeonent-of-the-bank's CAMELS
rating. It would also serve as the basis for identifying any prudential
measures or other supervisory actions required. For example, where
there is an imbalance between business and risk controls, the
Bangko Sentral should consider the range of remedial supervisory
actions that may be needed to rectify a deficiency in controls and/or
perceived shortfalls in capital, either as a long-term requirement(s)
or as a short- term action(s).
5. Xxx
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Appendix 105

CERTIFICATE OF COMPLIANCE ON THE PROVISIONS OF HOUSING
MICROFINANCE LOAN
(Appendix to Sec. 314)

(Name of Bank)

We, , President (or officer of
equivalent rank) and , Compliance Officer, of
(Name of Bank), hereby certify that the following requirements on the
offering of housing microfinance loan, as prescribed under Section 314
are complied with:

1. At least two (2) years of implementing a sustainable microfinance
program;
2. A housing microfinance product manual incorporating the
prescribed product characteristics/features;
3. Appropriate risk management system for housing microfinance
loan product;
4. Prudential requirements, to wit:
a. CAMELS Rating-ofatleast 3" and-Management+ating-ofatleast
“3~Acceptable rating in capital and governance;
b_Capital-ad io{CAR) of I I I
2%,
eb. No major supervisory concern that may warrant initiation of
Prompt Corrective Action (PCA) under existing regulations; and
elc. No arrearages on microfinance borrowings.

(Name of President or officer of equivalent rank) (Name of
Compliance Officer)

SUBSCRIBED AND SWORN to before me, this _ day of
, affiants exhibiting to me their Community Tax

Certificate as follows:

Name Community Tax Cert. No Date/Place
Issued

NOTARY PUBLIC
Doc. No.:
Page No.:
Book No.:
Series of
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XXX

XXX

Appendix 124/Q-77/S-10/P-5/N-14/T-5

GUIDELINES ON GRANTING OF LICENSE/AUTHORITY
(Appendix to Section 111/111-Q/111-S/111-P/101-N/111-T)

a. Stage 1. Eligibility Test and Assessment. The Bangko Sentral

shall consider an applicant’s eligibility for licenses/authorities
categorized as Type “A” in accordance with the standards
and/or prudential criteria described in Appendix to Section
MAN-QAT-S/IM-PAOI-N/111-T of the MORB/ MORNBFI; and
whether approval thereof is consistent with applicable laws,
rules, regulations, policies and safety and soundness
considerations.

In this regard, BSFls shall signify to the appropriate supervising
department of the SES FSS its interest to apply for a license(s)
or authority/ies. However, the Bangko Sentral expects each BSFI
to have conducted self-assessment vis-a-vis prudential criteria
and/or requirements to determine whether it is eligible and/or
qualified to apply for any specific license/authority, prior to
signifying its interest.

BSFIs shall shall conduct an eligibility test and
self-assessment by accomplishing the web-based
Self-Assessment Questionnaire (SAQ) at least
five (5) banking days before submission of an
application for a license/authority to the to the
appropriate supervising department of the FSS.!

T Memorandum No. M-2020-077 dated 28 September 2020 [Web-based Self-Assessment
Questionnaire (SAQ) for Applications for the Grant of a License or Special Authority]
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Appendices

GUIDELINES ON LICENCING-OF GRANTING OF ELECTRONIC
PAYMENT AND FINANCIAL SERVICES (EPFS) LICENSE/AUTHORITY

(Appendix to Section 701/701-Q)

A Bangko Sentral-supervised Financial Institution (BSFl) intending to
provide EPFS shall comply with the following requirements in
conjunction with the Guidelines on the Granting of License/Authority
provided in Appendix 124 of the MORB and Appendix Q-71/S-12/P-11/N-

14/T-5 of the MORNBFI.

1. Advanced EPFS
XXX

A BSFI must conduct a self-assessment vis-a-vis
the defined prudential criteria described in
Section 111 of the MORB and Sections 111-Q/111-S/111-
P/101-N /111-T of the MORNBFI.

BSFIs shall conduct an eligibility test
and self-assessment by accomplishing
the web-based Self-Assessment
Questionnaire (SAQ)? at least five (5)
banking days before submission of
Should—the BSHI I lential_criteria_i
shal-submit a letter of intent with a certification
signed by its president or officer of equivalent rank,
and chief compliance officer (CCO) stating that the
BSFI satisfied said requirements.

If the Bangko Sentral concurs with the
certification, the BSFI shall receive a confirmation
of eligibility (COE) to offer advanced EPFS.

Processing and Documentary Requirements Type Type
Al B
B Stage 1 Eligibility Test and Self-Assessment
v

2) Stage 2 Application for License

The BSFlI shall formally submit the
following application documents to the

2 Memorandum No. M-2020-077 dated 28 September 2020 [Web-based Self-Assessment
Questionnaire (SAQ) for Applications for the Grant of a License or Special Authority]
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appropriate supervising department of the

Bangko Sentral within six (6) months from the
date of the COE:

(a) Application lettersigned-by-the-president | ¥ Y
or—officer—ofequivalentrankspecifically
indicating-the-justificationfreasonfor-the

applicationtoproevideEPFS pursuant to
Sec. 111 of the MORB and Secs. 111-

Q/111-S/111-P/101-N/111-T of the
MORNBFI

(b) Xxx

2. Basic EPFS

The BSFI shall notify the appropriate supervising department of
the Bangko SentralFinaneial—Supervision—Seetor—(FSS) by
submitting the following documents 30 days prior to the
launch/implementation of its basic EPFS:

a. fH-Notification letter signed by the institution's president or
officer of equivalentrank indicating the description of
the basic EPFS to be offered and justifications
on how the basic EPFS is aligned with the BSFI’s
business model and strategic direction;

b.Corporate secretary's certificate on the approval
of the Dboard of directors (or equivalent
management committee in the case of foreign bank
branches) of the offering of the basic EPFS;

c.Certification, signed by the president or officer
of equivalent rank and the chief compliance
officer, that the BSFI has complied with all the
prudential criteria under Secs. 111/111-Q;
2). d. Details xxx;
3} e. Process flow xxx.
3. Fees

XXX
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