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Pursuant to MB Res. No. 769 dated August 14, 1992, the following revised policy and guidelines shall govern
short-term foreign currency loans:

I
Loans from FCDUs

A. The following short-term foreign currency loans may be granted by Foreign Currency Deposit Units (FCDUs)
without the prior approval of the Central Bank:

- Normal interbank transactions (not exceeding 360 days), e.g., interbank call loans and interbank loans for
general liquidity purposes;

- Borrowings of commodity and service exporters;

- Borrowings of producers/ manufacturers, including oil companies and public utility concerns; and

- Borrowings of resident FCDU depositors against their own FCDU deposits provided - (a) The
borrower/end-user of the FCDU loan is also the depositor in whose name the FCDU account is recorded in the
bank’s FCDU books; and

B. The loan amount shall not exceed the amount of the FCDU deposit and repayment of the loan shall not be
funded by purchases of foreign exchange from the local banking system.

Producers/manufacturers referred to in item A.3 above shall refer to any person or entity who undertakes the
processing/ conversion of raw materials into marketable form through physical, mechanical, chemical, or other
means or by special treatment or a series of actions that results in a change in the nature or state of the products.

B. Proceeds of loans to be granted under item A above shall be availed of as follows:

- For commodity and service exporters - directly in foreign exchange to pay foreign currency requirements or in
pesos thru the sale of the foreign exchange to the lending local commercial bank to pay local costs/working
capital requirements.

- For producers/manufacturers directly in foreign exchange to pay for the import costs of goods and services
necessary in the production of goods by the borrower concerned.

C. Other loans to be granted to borrowers not falling under any of the categories in item A hereof, including those
to be funded by FCDUs from offshore sources, shall be referred to the Central Bank thru the Management of
External Debt Department (MEDD) for prior approval.

II
Loans from Offshore Sources
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A. All short-term foreign currency loans (not exceeding 360 days) to be granted by foreign creditors, including
Offshore Banking Units (OBUs), except normal interbank transactions, shall be referred to the Central Bank
through MEDD, for prior approval.

B. Such loans shall finance only the foreign exchange requirements of domestic borrowers, preferably in areas
considered priority/eligible for foreign financing.

C. Loans to be granted by creditors under the Revolving Trade Facility Agreement shall continue to be governed
by Circular Nos. 1071 and 1072 dated August 2, 1985.

III
Terms of Loans

Short-term foreign currency loans from FCDUs and offshore sources, including OBUs, shall have a maturity not
exceeding 360 days and shall carry interest rates and financing charges which are reflective of prevailing terms in
the international capital markets for such credits.

IV
Reporting Requirements

FCDUs and OBUs which have extended short-term foreign currency loans to domestic borrowers shall comply
with the existing reportorial requirements, namely -

A. For FCDU credits (except loans categorized under I.A.1 and 4 of this Circular) - IOS Form 4 (Consolidated
Report on Loans Granted by FCDUs) to be submitted monthly by FCDUs within 5 banking days from end of
reference month.

B. For OBU credits - CBP 6-24-24 (Report on Foreign Loans to Residents) to be submitted monthly by OBUs
within 5 banking days from end of reference month.

V
Sanctions

Non-compliance with the provisions of this Circular as well as with the conditions imposed by the Central Bank
in approving short-term credits shall subject the parties concerned to appropriate sanctions/penalties as may be
determined by the Central Bank pursuant to Sec. 34 and 34A R.A. No. 265, as amended.

VI
Repealing Clause

This Circular amends all existing regulations inconsistent herewith.

This Circular takes effect immediately.

Adopted: 21 Aug. 1992

(SGD.) JOSE L. CUISIA, JR.
Governor
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