
 

 

 

 

 

 

 

SEC Issues Rules on Corporate Debt Vehicles  October 6, 2020 

 

The Securities and Exchange Commission (SEC) has issued Memorandum Circular No. 23, 

Series of 2020 (CDV Circular), dated August 18, 2020, which provides a regulatory framework 

for the creation and operation of Corporate Debt Vehicles (CDV). The circular aims to alleviate 

the adverse economic effects of the COVID-19 pandemic on large corporations and medium-

sized enterprises by giving them another mode of raising capital through the intermediation of a 

mutual fund.  

 

 

1. Setting up a CDV 

 

A CDV is a closed-end investment company or mutual fund organized under the Investment 

Company Act,1 the shares or units of participation of which are offered to any number of 

qualified buyers,2 or to non-qualified buyers not exceeding 19 persons in the Philippines during 

any 12-month period. It must be created for the purpose of investing in the corporate debts 

(secured or unsecured) of (a) large corporations and medium-sized enterprises, or (b) any 

company the debts of which are guaranteed by (i) a large or medium-sized domestic 

corporation, (ii) the Philippine government or any of its agencies, or (iii) multilateral agencies 

involving exempt securities under Rule 9.1.2.33 of the Implementing Rules and Regulations of 

the Securities Regulation Code.  

 

Large corporations are corporations with total assets of more than Php350 million or total 

liabilities of more than Php250 million, while medium-sized enterprises are corporations with 

more than Php100 million to Php350 million in total assets or more than Php100 million to 

Php250 million in total liabilities. 

 

  

 
1 Republic Act No. 2629, as amended. 
2The term “qualified buyers” include (i) banks, (ii) registered investment houses, (iii) insurance companies, (iv) 
pension or retirement funds maintained by the Philippine government or managed by a licensed trust entity, (v) 
investment companies, and (vi) such other natural or juridical persons as the SEC may determine as qualified buyers 
on the basis of such factors as financial sophistication, net worth, knowledge and experience in financial and 
business matters, or amount of assets under management. 
3 Rule 9.1.2.3 exempts securities from the registration requirement of the Securities Regulation Code if they are 
guaranteed by multilateral financial entities established through a treaty or any other binding agreement to which the 
Philippines is a party or subsequently becomes a member. 
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A CDV must also have a minimum subscribed and paid-up capital of Php50 million, but this 

amount may be lowered to Php1 million if it is part of a group of investment companies to be 

created or already in existence and managed by the same fund manager with a track record of 

at least five years. All of the company’s directors must be Philippine citizens. 

 

 

2.  Offering of securities 

 

The CDV Circular seeks to expedite a CDV’s offering of its securities by providing for the 

submission of a simplified prospectus and product highlight sheet when it registers such 

securities with the SEC. A CDV may offer several shares or unit classes managed as separate 

asset pools with the same investment objectives. Since a CDV is a closed-end fund, 

subscription to its securities are done only on initial offering and investors cannot redeem their 

shares or units at any time. However, a CDV may make periodic distribution of income to 

investors, provided it is made only from cash received from interest income earned after 

deducting applicable taxes and expenses. 

 

A CDV may offer its securities in one or more tranches. The first tranche must be offered within 

six months from the SEC’s approval of the securities, while subsequent tranches must be 

offered within three months from submission to the SEC of the company’s current report and 

updated simplified prospectus. 

 

 

3.  Investment limits 

 

The value of a CDV’s investments in corporate debt must not exceed (a) 25% of its net asset 

value if the debt is issued by a single enterprise, and (b) 50% of its net asset value for 

investments in single group entities. However, the single issuer limit may be increased to 30% if 

a local or global rating agency gives the corporate debt or the issuer the highest credit rating. 

The limit may also be waived if the CDV has a capital protection feature in which the return of 

the investor’s capital is guaranteed at a predetermined date in the future, with some returns, if 

any.  

 

A CDV is prohibited from investing in the securities it is issuing and in corporate debts of 

corporations in which any of its directors or officers or any of the directors or officers of its 

investment advisor, fund manager, or distributors is a stockholder or member. 

 

Under the CDV Circular, a fund’s total operating expenses must not exceed 10% of its average 

investment fund or net worth. It may borrow but only for the purpose of meeting redemptions 

and meeting corporate requirements, provided the tenor of the borrowing does not exceed one 

month and the aggregate borrowing does not exceed 10% of the company’s net assets. 
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4.  Disclosures 

 

A CDV is required to comply with several reporting and recording requirements, in addition to 

the disclosures that public companies are required to make. These include the submission of 

the following: (a) a monthly report showing the net assets of the CDV, (b) details of corporate 

debts acquired for the month, (c) the outstanding balance of the investments held in the portfolio 

and the total number of individual and institutional account holders or investors as of the 

reporting period; and (d) annual audited financial statements and interim financial statements 

showing a combined statement of net assets and including a detailed breakdown of the financial 

statement for each class of shares or units. 

 

 

5.  Need for guidance from other regulators  

 

The CDV Circular is a welcome development, as it provides additional funding options to large 

and medium enterprises during these difficult times. For instance, qualified corporations may 

now raise debt in a private placement exceeding Php150 million without SEC approval if done 

within the framework of the CDV Circular. Otherwise, companies without quasi-banking license 

need to get SEC approval for each debt issuance in a private placement exceeding that 

amount.4   

 

It would help, however, if other key regulators aligned their rules with the CDV Circular to 

encourage more investments. Universal banks are required to get approval from the Bangko 

Sentral ng Pilipinas (BSP, the Philippine Central Bank) before investing in a mutual fund, which 

is a non-allied undertaking.5 The BSP should issue guidelines on the CDV investments of 

universal banks that would facilitate these transactions and make the approval requirement 

unnecessary. BSP can also clarify how these investments should be treated for purposes of the 

single-borrower and other prudential limits on lending. The Insurance Commission should set 

the conditions under which investments will qualify as admitted assets of insurance companies.     

 

 
4 SRC Rule 10.1.2.3. 
5 BSP Manual of Regulations for Banks, sec. 376-A.  Other categories of banks are not allowed by law to invest in the 
equity of non-allied enterprises. 

 

 

 

SyCipLaw’s Banking, Finance and Securities Department  
 
For more information about the legal issuances discussed in this bulletin, please contact: 
 
Vicente D. Gerochi IV 
Partner, Head of the Banking, Finance and Securities Department 
vdgerochi@syciplaw.com 
 
 
Kevin Joseph C. Berbaño (associate) assisted in the preparation of this briefing. 
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The Banking, Finance and Securities Department of SyCip Salazar Hernandez & Gatmaitan 

advises a host of Philippine and international banks and financial institutions on different types 

of financing transactions and on regulatory matters. In the regulatory sphere, our services 

include reviewing bank forms and templates for compliance with legal requirements, advising on 

new financial products and services, responding to jurisdictional queries and providing periodic 

updates on new laws and regulations, and assisting with regulatory compliance and 

investigations. 

 

 

 

 

Other COVID-19 related bulletins 

 

The links to our earlier bulletins and briefings can be found at the SyCipLaw information hub, 

https://syciplawresources.com/.  

Please note that there are other COVID-19 related government issuances which are not 

covered by our bulletins and briefings. For more information about other regulations, please 

contact your account partner or sshg@syciplaw.com or info@syciplaw.com. 

 

 

  

https://syciplawresources.com/
mailto:sshg@syciplaw.com
mailto:info@syciplaw.com
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This briefing contains a summary of the legal issuances discussed above. It was prepared by 

SyCip Salazar Hernandez & Gatmaitan (SyCipLaw) to update its clients about recent legal 

developments. 

 

This briefing is only a guide material and is circulated for information purposes only. SyCipLaw 

assumes no responsibility for the accuracy, completeness or timeliness of any information 

provided in this briefing. It does not constitute legal advice of SyCipLaw or establish any attorney-

client relationship between SyCipLaw and the reader. It is not a substitute for legal counsel. Online 

readers should not act upon the information in this briefing without seeking professional counsel. 

For more specific, comprehensive and up-to-date information, or for help regarding particular 

factual situations, please seek the opinion of legal counsel licensed in your jurisdiction. 

  

SyCipLaw may periodically add, change, improve or update the information in this briefing without 

notice. 

  

Please check the official version of the issuances discussed in this briefing. There may be other 

relevant legal issuances not mentioned in this briefing, or there may be amendments or 

supplements to the legal issuances discussed here which are published after the circulation of 

this briefing. 

  

No portion of this briefing may be emailed, forwarded, reposted, copied in different electronic 

devices, copied or posted online in any platform, copied or reproduced in books, pamphlets, 

outlines or notes, whether printed, mimeographed or typewritten, or copied in any other form, 

without the prior written consent of SyCipLaw. 
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