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AUTHORITY TO BORROW 
 
 SECTION 18. The Corporation is authorized to borrow from 
the Bangko Sentral ng Pilipinas and the Bangko Sentral is authorized 
to lend the Corporation on such terms as may be agreed upon by the 
Corporation and the Bangko Sentral, such funds as in the judgment of 
the Board of Directors of the Corporation are from time to time 
required for insurance purposes and financial assistance provided for in 
Section 17(c) of this Act: Provided, That any such loan as may be 
granted by the Bangko Sentral shall be consistent with monetary 
policy; Provided, further, That the rate of interest thereon shall be fixed 
by the Monetary Board but shall not exceed the treasury bill rate. (As 
amended/renumbered from Sec. 13 by R.A. 9302, 12 August 2004) 
 
 When in the judgment of the Board of Directors the funds of 
the Corporation are not sufficient to provide for an emergency or urgent 
need to attain the purposes of this Act, the Corporation is likewise 
authorized to borrow money, obtain loans or arrange credit lines or 
other credit accommodations from any bank designated as depository 
or fiscal agent of the Philippine Government: Provided, That such loan 
shall be of short-term duration.  (As amended by R.A. 6037, 04 August 1969;

 

 
ISSUANCE OF BONDS, DEBENTURES AND OTHER 

OBLIGATIONS 
 
 SECTION 19. With the approval of the President of the 
Philippines, the Corporation is authorized to issue bonds, debentures, 
and other obligations, both local or foreign, as may be necessary for 
purposes of providing liquidity for settlement of insured deposits in 
closed banks as well as for financial assistance as provided herein:  

That the Board of Directors shall determine the interest rates, 
maturity and other requirements of said obligations: 
That the Corporation shall provide for appropriate reserves for the 
redemption or retirement of said obligation. 
 

All notes, debentures, bonds, or such obligations issued by the 
Corporation shall be exempt from taxation both as to principal and 
interest, and shall be fully guaranteed by the Government of the 
Republic of the Philippines. Such guarantee, which in no case shall 

P.D. 653,01 February 1975; P.D. 1940, 27 June 1984; R.A. 7400, 13
April 1992)

Provided, further,
Provided,
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exceed two times the Deposit Insurance Fund as of date of the debt 
issuance, shall be expressed on the face thereof.   
 

The Board of Directors shall have the power to prescribe rules 
and regulations for the issuance, reissuance, servicing, placement and 
redemption of the bonds herein authorized to be issued as well as the 
registration of such bonds at the request of the holders thereof. (As 
amended by R.A. 9576, 1 June 2009) 
 
 

REPORTS 
 

 SECTION 20. (a) The Corporation shall annually make a 
report of its operations to the Congress as soon as practicable after the 
1st day of January in each year. (Renumbered from Sec. 15 (a) by R.A. 
9302, 12 August 2004) 
  

(b) The financial transactions of the Corporation shall be 
audited by the Commission on Audit in accordance with the principles 
and procedures applicable to commercial corporate transactions and 
under such rules and regulations as may be prescribed by the 
Commission on Audit. The audit shall be conducted at the place or 
places where accounts of the Corporation are normally kept. Except as 
to matters relating to the function of the Corporation as receiver which 
shall be subject to visitorial audit only, the representatives of the 
Commission on Audit shall have access to all books, accounts, records, 
reports, files and all other papers, things, or property belonging to or in 
use by the Corporation pertaining to its financial transactions and 
necessary to facilitate the audit, and they shall be afforded full facilities 
for verifying transactions with the balances or securities held by 
depositories, fiscal agents, and custodians. All such books, accounts, 
records, reports, files, papers, and property of the Corporation shall 
remain in possession and custody of the Corporation. (As 
amended/renumbered from Sec. 15 (b) by R.A. 9302, 12 August 2004) 
 
 (c) A report of the Audit for each fiscal year ending on June 
30 shall be made by the Auditor General to the Congress not later than 
January 15 following the close of such fiscal year. On or before 
December 15 following such fiscal year, the Auditor General shall 
furnish the Corporation a short form report showing the financial 
position of the Corporation at the close of fiscal year. The report to the 
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Congress shall set forth the scope of the audit and shall include a 
statement of assets and liabilities and surplus or deficit; a statement of 
surplus or deficit analysis; a statement of income and expenses; a 
statement of sources and application of funds and such comments and 
information as may be deemed necessary to inform Congress of the 
financial operations and condition of the Corporation, together with 
such recommendations with respect thereto as the Auditor General may 
deem advisable. The report shall also show specifically any program, 
expenditure, or other financial transactions or undertaking observed in 
the course of the audit, which in the opinion of the Auditor General, has 
been carried on or made without authority of law. A copy of each 
report shall be furnished to the President of the Philippines, to the 
Governor of the Bangko Sentral ng Pilipinas, and to the Corporation at 
the time submitted to the Congress. (As amended/renumbered from Sec. 
15 (c) by R.A. 9302, 12 August 2004) 
 
 

SANCTIONS AND PENALTIES 
 
 SECTION 21. (a) Every insured bank shall display at each 
place of business maintained by it a sign or signs, and shall include a 
statement in all its advertisements to the effect that its deposits are 
insured by the Corporation: Provided, That the Board of Directors may 
exempt from this requirement advertisements which do not relate to 
deposits or when it is impractical to include such statement therein. The 
Board of Directors shall prescribe by regulations the forms of such 
signs and the manner of use. (As amended/renumbered from Sec. 16 (a) 
by R.A. 9302, 12 August 2004) 
 
 (b) No insured bank shall pay any dividend on its capital stock 
or interest on its capital notes or debentures (if such interest is required 
to be paid only out of net profits) or distribute any of its capital assets 
while it remains in default in the payment of any assessment due to the 
Corporation: Provided, That if such default is due to a dispute between 
the insured bank and the Corporation over the amount of such 
assessment, this subsection shall not apply if such bank shall deposit 
security satisfactory to the Corporation for payment upon final 
determination of the issue. (As amended/renumbered from Sec. 16 (b) 
by R.A. 9302, 12 August 2004) 
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 (c) Without prior written consent by the Corporation, no 
insured bank shall (1) merge or consolidate with any bank or institution 
or (2) assume liability to pay any deposits made in, or similar liabilities 
of, any bank or institution or (3) transfer assets to any bank or 
institution in consideration of the assumption of liabilities for any 
portion of the deposits made in such insured bank. (As amended by 
E.O. 890, 8 April 1983; Renumbered from Sec. 16 (c) by R.A. 9302, 12 
August 2004) 
 
 (d) The Corporation may require an insured bank to provide 
protection and indemnity against burglary, defalcation, losses arising 
from discharge of duties by, or particular acts of defaults of its 
directors, officers, or employees, and other similar insurable losses. The 
Board of Directors in consultation with the Bangko Sentral, shall 
determine the bonding requirement as it refers to directors, officers and 
employers of the insured bank as well as the form and amount of the 
bond. Whenever any insured bank refuses to comply with any such 
requirement the Corporation may contract for such protection and add 
the cost thereof to the assessment otherwise payable by such bank. (As 
amended by R.A. 7400, 13 April 1992; R.A. 9302, 12 August 2004) 
 
 (e) Any assessment payable by an insured bank under this Act 
shall be subject to payment of interest computed from the date such 
assessment became due and payable and at the legal rate for loans as 
prescribed by law or appropriate authority and in case of willful failure 
or refusal to pay such assessment and interest thereon, there shall be 
added a penalty equivalent to twice the amount of interest payable as 
computed herein for each day such violations continue, which the 
interest and penalty the Corporation may recover for its use: Provided, 
That the penalty shall not be applicable under the circumstances stated 
in the provisions of subsection (b) of this Section. (As amended by E.O. 
890, 08 April 1983; R.A. 7400, 13 April 1992) 
 
 (f) The penalty of prision mayor or a fine of not less than Fifty 
thousand pesos (P50,000.00) but not more than Two million pesos 
(P2,000,000.00), or both, at the discretion of the court, shall be 
imposed upon any director, officer, employee or agent of a bank: (As 
amended by R.A. 9302, 12 August 2004) 
 
 1) for any willful refusal to submit reports as required by law, 
rules and regulations; (As amended by R.A. 9302, 12 August 2004) 
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