NATIONAL ADMINISTRATIVE REGISTER - [ BSP CIRCULAR NO. 786, FEBRUARY 15, 2013 ] - JANUARY 25, 2013

RISK DISCLOSURE REQUIREMENTSON LOSS ABSORBENCY
FEATURESOF CAPITAL INSTRUMENTS

Read online (full-text search, related cases, audio case brief): https://batas.org/library/60123d69183e/

The Monetary Board, in its Resolution No. 164 dated 25 January 2013, approved the risk disclosure requirements
on the loss absorbency features of Additional Tier 1 and Tier 2 capital instruments eligible under the Basel 111
framework. Said requirements uphold investor protection through enhanced disclosure and transparency.

Section 1. When marketing, selling and distributing Additional Tier 1 and Tier 2 instruments eligible as capital
under the Basel |11 framework, banks/quasibanks must:

1. Subject investors to a client suitability test to determine their understanding of the specific risks related to these
investments and their ability to absorb risks arising from these instruments;

2. Provide the appropriate Risk Disclosure Statement for the issuance of Additional Tier 1 and Tier 2 capital
instruments. The said disclosure statement shall explain the loss absorbency feature for Additional Tier 1 and Tier
2 capital instruments as well as the resulting processes that will be effected when the triggers for loss absorbency
are breached;

3. Secure awritten certification from each investor stating that:
a

the investor has been provided a Risk Disclosure Statement which, among others, explains the concept of loss
absorbency for Additional Tier 1 and Tier 2 capita instruments as well as the resulting processes should the case
triggers are breached;

b.

the investor has read and understood the terms and conditions of the issuance;
C.

the investor is aware of the risks associated with the capital instruments; and
d.

said risks include permanent write-down or conversion of the debt instrument into common equity at a specific
discount;

4. Make available to the BSP, as may be required, the:
a

Risk Disclosure Statement;

b.

Certification cited in item 3 above duly signed by the investor; and
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C.
Client Suitability Test of the investor.

Section 2. 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:

(SGD.) AMANDO M. TETANGCO, JR.
Governor
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Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.
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