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AMENDING CIRCULAR NO. 1389, ASAMENDED

Read online (full-text search, related cases, audio case brief): https://batas.org/library/26976b8811fc/

Pursuant to Monetary Board Resolution No. 1026 dated October 19, 1994, the pertinent provisions of Circular No.
1389 dated April 13, 1993 (Consolidated Foreign Exchange Rules and Regulations), as amended by Circular No.
1393 dated June 23, 1993, and Bangko Sentral (BSP) Circular Nos. 2, 5, 16, 30, 31, 40 and 48 dated August 25,
1993, September 15, 1993, March 7, 1994, June 30, 1994, July 19, 1994, August 27, 1994 and September 17,
1994 respectively, are hereby amended as follows:

SECTION 1. The last paragraph of Section 24.4 is hereby deleted so as to allow the deposit of proceeds of FCDU
loansin an FCDU account.

SECTION 2. Section 27.2 is hereby amended to read as follows:

"2. Loan proceeds intended to fund local costs may be inwardly-remitted and sold to the banking system or
deposited in FCDU/Offshore accounts. However, amounts intended to finance foreign exchange costs shall not
be inwardly-remitted but may either be paid directly to the supplier/beneficiary concerned or deposited in an
Offshore account.”

SECTION 3. Section 28.3 is hereby amended to read as follows:

"3. Foreign loans shall be registered by the Bangko Sentral upon receipt of proof/s of compliance with Section
27 provisions on the disposition of the loan proceeds (whether direct remittance to foreign supplier or
beneficiary/deposit in an FCDU or Offshore account/inward remittance and sale for pesos) as well as proof/s of
utilization thereof and other documentary requirements cited in the prescribed application form.”

SECTION 4. Section 29 is hereby amended to read as follows:
"Section 29. Servicing of Loans

"1. Payments for principal, interest, fees and related charges on loans duly registered with the Bangko Sentral
may be remitted as they fall due through commercial banks without prior Bangko Sentral approval.

"2. Prepayment/acceleration of payments on medium/long-term loans duly registered with the Bangko Sentral
may be made within two (2) years before their final maturity without prior Bangko Sentral approval.
Prepayments serviced with foreign exchange purchased from the banking system shall be reported by the agent
bank concerned under 10S Form 1 (Consolidated Report on Foreign Exchange Assets & Liabilities)
Schedule 7 within two (2) banking days after reference date. All prepayments made, irrespective of the source
of the foreign exchange used, shall be reported by the borrower concerned under MEDD-Form 2 (Monthly
Report on Foreign Borrowings) within three (3) banking days from reference month."

"3. Payments for the following shall, however, be subject to prior Bangko Sentral approval:

"a. Prepayment/acceleration of payments on medium- and long-term loans other than those allowed under
Section 29.2.

"b. Loans past due for more than thirty (30) calendar days reckoned as follows:

"1) For short-term loans, from the 360th day after availment; and

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 1 of 4
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library AMENDING CIRCULAR NO. 1389, AS AMENDED

"2) For MLT loans, from original maturity date.
"c. Other loan-related fees/charges not authorized by the Bangko Sentral; and
"d. Loans covered by official rescheduling with Paris Club creditors listed in Appendix 9[*].

"4, Applications for servicing of loan-related transactions shall be submitted to any commercial bank duly
supported by the following documents:

"a. Bangko Sentral registration letter indicating the charges/costs payable on the due dates cited in the
application for remittance and specifically authorizing servicing of the payments involved without prior
Bangko Sentral approval.

"b. Billing from the foreign creditor showing amounts payable and due dates, and where applicable, the
detailed computation (including basis) of the charges to be paid; and

"c. Proof of compliance with relevant Bureau of Internal Revenue (BIR) regulations on foreign loan — related
payments.

"5. Borrowers with existing Bangko Sentral — registered credits shall apply with the Bangko Sentral for a
one-time authority to service their outstanding credits using the prescribed forms."

SECTION 5. The second paragraph of Section 32 is hereby amended to read as follows:

"Foreign investments shall be registered by the Bangko Sentral upon submission of proof that: (1) the foreign
exchange funding the investment has been sold to the banking system for pesos; or (2) deposited in FCDU
accounts in local banks; provided that the written permission of the depositor-investee shall be secured by the
bank concerned for disclosure of such deposit to the Bangko Sentral; or (3) that there has been an actual
transfer of assets to the Philippinesin the case of investments in kind and the endorsement of the Securities and
Exchange Commission (SEC) or Bureau of Trade Regulation and Consumer Protection (BTRCP) has been
obtained.”

SECTION 6. Section 73 is hereby amended to read as follows:

"Section 73. Foreign Currency Cover Requirements. — Depository banks under the foreign currency deposit
and expanded foreign currency deposit systems shall maintain at all times, a one hundred percent (100%) cover
for their foreign currency liabilities. For purposes of complying with this requirement, the principal officesin
the Philippines of the authorized banks and all its branches located therein shall be considered as a single unit.
The foreign currency cover shall consist of the following:

"1. For banks authorized to operate an FCDU —
"a. Foreign currency deposits with the Bangko Sentral;
"b. Foreign currency deposits of short-term maturity, with foreign banks abroad, OBUs and other FCDUSs;

"c. Short-term foreign currency loans authorized by the Bangko Sentral except those classified by the Bangko
Sentral as bad or uncollectible debts;

"d. Investments in foreign currency-denominated debt instruments, which are of short-term maturities and are
readily marketable;

"e. Foreign currency notes and coins on hand,;
"f. Foreign currency swapped with the Bangko Sentral, OBUs and other FCDUSs,

"g. Foreign currency interests receivable; and,
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"h. Such other assets, as may be determined by the Monetary Board as eligible cover.

"2. For banks authorized to operate under the expanded foreign currency deposit system — In addition to the
above, the following shall also be considered as eligible asset cover:

"a. Bangko Sentral — authorized foreign currency loans maturing beyond one (1) year except those classified
by the Bangko Sentral as bad or uncollectible debts. (Bangko Sentral-authorized foreign currency loans shall
include those with specific approval by the Bangko Sentral as well as those extended pursuant to Sec. 24.1 of
this Circular).

"b. Investments in foreign currency — denominated debt instruments, irrespective of maturity.
"For purposes of this Section, only real accounts shall qualify as eligible asset cover."

SECTION 7. Item 1.a.1 of Appendix 10 is hereby amended to read as follows:

"1) Credit advice or bank certification signed by a duly authorized officer showing the amount of foreign
exchange inwardly-remitted and converted to pesos thru an authorized agent bank; in the case of amounts
deposited in an FCDU account, the written permission of the depositor-investee for the disclosure of such
deposit, as well as, the credit advice/certification of deposit made duly signed by an authorized officer of the
bank."

SECTION 8. Item 2.a.2 of Appendix 10 is hereby amended to read as follows:

"2) Credit advice or bank certification signed by a duly authorized officer showing the amount of foreign
exchange inwardly-remitted and converted to pesos thru an authorized agent bank; in the case of amounts
deposited in an FCDU account, the written permission of the depositor-investee for the disclosure of such
deposit, as well as, the credit advice/certification of deposit made duly signed by an authorized officer of the
bank."

This Circular shall take effect immediately.
Adopted: 5 Nov. 1994

(SGD.) GARBRIEL C. SINGSON
Governor

[*] Text available upon request at Office of the National Administrative Register, U.P. Law Complex, Diliman,
Quezon City
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