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[ BSP CIRCULAR NO. 332, MAY 13, 2002, May 13,
2002 ]

RULES AND REGULATIONS TO IMPLEMENT THE GENERAL
BANKING LAW OF 2000

Pursuant to Monetary Board Resolution No. 567 dated 25 April 2002, the following
rules and regulations are hereby issued to implement Sections 12, 13 and 14 of
Republic Act No. 8791, otherwise known as "The General Banking Law of 2000".




SECTION 1. Stockholdings of Family Groups or Related Interest. — Individuals
related to each other within the fourth degree of consanguinity or affinity, whether
legitimate, illegitimate or common-law, shall be considered family groups or related
interests but may each own up to forty percent (40%) of the voting stock of a
domestic bank: Provided, That said relationship must be fully disclosed in all
transactions by such individual or family group with the bank.




SECTION 2.  Corporate Stockholdings. — Two or more corporations owned or
controlled by the same family group or same group of persons shall be considered
related interests but may each own up to forty percent (40%) of the voting stock of
a domestic bank: Provided, That said relationship must be fully disclosed in all
transactions by such corporations or related groups of persons with the bank.




SECTION 3. A natural person and a corporation or corporations which are wholly-
owned, or a majority of the voting stock of which is owned, by him may own only up
to a combined forty percent (40%) of the voting stock of a domestic bank




SECTION 4.  Dealings of a bank with any of its stockholders and their related
interests shall be upon terms not less favorable to the bank than those offered to
others.  Towards this end, every natural person acquiring shares cumulatively
amounting to at least two percent (2%) of the total subscribed capital of a domestic
bank must disclose all relevant information on all persons related to him within the
fourth degree of consanguinity or affinity, whether legitimate, illegitimate or
common law as well as corporations, partnerships or associations where he has
controlling interests.  A corporation acquiring shares amounting to at least two
percent (2%) of the total subscribed capital of a domestic bank must disclose its
controlling stockholder or group of stockholders as well as the corporations,
partnerships or associations where such controlling stockholder or group of
stockholders have controlling interest.




The foregoing information shall also be, disclosed in cases of the following
transactions: availment of credit facility from the bank; purchases or sale of assets
from/to the bank; leasing property from or to the bank; providing janitorial,
messengerial, security and other services to the bank; and such other transactions
as may be required to be disclosed by the Monetary Board. Where the stockholdings
of such individual/organization together with his/its related interests amount to at



least two percent (2%) of the total subscribed capital stock of the bank, the
foregoing transactions shall be subject to the Procedural Requirements and the
Reportorial Requirements prescribed under Secs. X334 and X335 of the Manual of
Regulations for Banks, respectively.

SECTION 5. Stockholdings in Excess of Ceilings. — Unless otherwise allowed under
existing laws, rules or regulations, any or all, as the case may be, of the above-
mentioned stockholders owning more than forty percent (40%) of the voting stock
of a commercial bank or a universal bank shall comply with said ceiling within thirty
(30) days from the effectivity of this Circular.

SECTION 6.  Ceilings on Stockholdings in a Cooperative Bank. — The equity
investment of any cooperative in any Cooperative Bank shall not exceed forty
percent (40%) of the subscribed capital stock of such Cooperative Bank.

SECTION 7.  Subsec. X126.2 of the Manual of Regulations for Banks is hereby
amended to read as follows:

Transfer of shares. — The following regulations shall govern transfer of voting
shares of stocks in banks:

a.  Unlawful and void transaction involving voting stocks in banks. — The
following transactions, to the extent of the excess over any of the prescribed ceilings
are hereby declared unlawful.

1. The sale or transfer of voting stock of a commercial bank or a universal bank to
any individual, if such sale or transfer, in itself, or in relation with another previous
sale or transfer shall result in the ownership by an individual in excess of 40% of the
voting stock of the bank.

2. The sale or transfer of voting stock of banks to any individual or entity, if such
sale or transfer, in itself, or in relation with another previous sale or transfer shall
result in the ownership by foreign persons and/or foreign nonbank corporations in
excess of forty percent (40%) of the voting stock in a commercial bank or a
universal bank and sixty percent (60%) in case of a thrift bank.

3. The sale or transfer of voting stocks of commercial banks or universal banks to
any corporation, if such sale or transfer, in itself, or in relation with another previous
sale or transfer shall result in the ownership by such corporation in excess of forty
percent (40%) of the voting stock of the bank, unless allowed under R.A. No. 7721
and R.A. No. 8791.

4. The sale or transfer of voting stocks of commercial banks or universal banks to
(a) any natural person; and (b) any corporation or corporations which are wholly-
owned or a majority of the voting stock of which is owned by such natural person, if
such sale or transfer in itself, or in relation with another previous sale or transfer,
shall result in the combined ownership by such natural person and such corporations
in excess of forty percent (40%) of the voting stock of the bank, unless allowed
under R.A. No. 7721 and R.A. No. 8791.

5. Any arrangement, such as voting trust agreement or proxy, which vests on any
person or corporation the right to vote or control voting stocks in banks, if such



agreement in itself, or in relation with another previous similar agreement or
previous sale or transfer shall result in the acquisition of control, in excess of the
prescribed limitations.

b. Duties of a corporate secretary. — In all transactions which may lawfully come
to the knowledge of the corporate secretary involving transfer of voting shares of
stock or registration of voting trust agreements, or any form of agreement vesting
the right to vote the voting shares of stock of the bank, the corporate secretary
shall:

1. Ascertain the identity and citizenship of the transferee, voting trustee, proxy or
person vested with the right to vote, and his relation to existing stockholders, and
for this purpose, he should require the transferee, voting trustee, proxy or the
person vested with the right to vote to submit proof of citizenship, which may
consist, in case of a corporation, of a certified true copy of the articles of
incorporation, accompanied by the affidavit of the corporate secretary of the
corporation, certifying to the correctness and accuracy of the list of stockholders,
their citizenship, and the percentage of shares owned by them;

2. Require the transferee, voting trustee, proxy or person vested with the right to
vote, at the time of the receipt of the request for transfer or registration, or at any
time thereafter, to disclose all information with respect to persons related to the
transferee, voting trustee, proxy or person vested with the right to vote, within the
fourth degree of consanguinity or affinity, whether legitimate, illegitimate or
common-law, as well as corporations, partnerships or associations where the
transferee, voting trustee, proxy or person vested with the right to vote has
controlling interest, and the extent thereof.

3. Require the transferee to execute an affidavit (sample format shown in Appendix
4) stating, among other things, that the transferee is a bona fide owner of shares of
stock and that he acknowledges full awareness of the requirements of the law and
the prohibitions against exceeding ownership of voting stocks beyond the prescribed
limitations.

If the request for transfer or the arrangement sought to be registered will patently
cause the voting stocks of a person or a corporation, to exceed the limits prescribed
by law, the corporate secretary shall deny the transfer or registration and forthwith
inform the parties to the transaction in writing. Simultaneous with the notice to the
parties, the corporate secretary shall submit a written report to the Governor of the
BSP of the attempted illegal transfer or arrangements, together with the names,
addresses of parties and other pertinent data with respect to the particular stock
transaction.

In the event the corporate secretary has reason to doubt the legality of the transfer
or of the arrangement sought to be registered, he may commence an action before
the appropriate body; and

4. Promptly inform stockholders who have reached any of the ceilings imposed by
law, of their ineligibility to own or control more than the applicable ceiling.

c. Transfers requiring prior Monetary Board approval.


